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FOREWORD

This Report presents the findings and recommendations of the
Committee on a comprehensive range of broadcasting policy issues, including
both public and private radio and television, and encompassing program
production, distribution and exhibition. It completes the wide-ranging review
of broadcasting the Committee has been conducting for more than a year in
relation to the Report of the government’s Task Force on Broadcasting
Policy. This report must be seen, however, in the context of the Committee’s
earlier reports on broadcasting matters and the dialogue which developed
between the Committee and the government, represented by the Minister of
Communications. For this reason, we offer the following Foreword to the
combined reports of the Committee. All the recommendations from the
Committee’s other reports on broadcasting matters are to be found in
Appendices III, VI and V to this Report.

Earlier Reports

The Committee’s current work on broadcasting began when the
Annual Report of the CBC was referred to it in October, 1986, together with
a report of the Auditor General that was highly critical of the Corporation’s
financial accounting. These became the subject of the Committee’s Fourth
Report. Although the Report of the Task Force on Broadcasting Policy had
not at that time been referred to the Committee, it had been published. The
Report was of assistance to the Committee in considering the accountability
and organization of the CBC. The Fourth Report, submitted on February 12,
1987, should therefore be considered as part of our general review of
broadcasting undertaken in relation to the Task Force Report.

The Fourth Report concluded with two recommendations. The first
proposed methods for tightening the conduct and supervision of financial
administration of the CBC. The second proposed a division of authority at
the head of the Corporation between a chairman appointed by the
Governor-in-Council, who would be responsible primarily for the
Corporation’s policies, and a president appointed by the Board of Directors,
who would be responsible for implementation of policy. Both
recommendations would require amendments to the Broadcasting Act, and
the Committee recommended that these amendments proceed quickly. They



were accepted in the government response to the Committee in June 1987,
but have not yet been acted upon.

In the meantime, the Task Force Report had been referred to the
Committee under a House of Commons Order of January 29, 1987. The
Order called for the Committee’s findings and recommendations on all
matters relevant to the development of broadcasting legislation to be reported
to the House by April 15 — later extended to May 6 — 1987 (see Appendix
[). The Committee therefore decided to pursue its work in two phases, the
first devoted to matters concerning new broadcasting legislation only, the
second dealing with the whole realm of broadcasting policy covered by the
Task Force. :

In the first phase, witnesses with an interest in broadcasting from all
sectors and all parts of the country were invited to comment on the views
and recommendations of the Report relating to broadcasting legislation and
on any other matters they felt should be covered by a new broadcasting act.
Before proceeding to report on these matters, however, the Committee issued
an interim report — its Fifth Report — on several pressing issues including:
specialty satellite-to-cable channels (since the deadline for applications to the
CRTC was approaching quickly) and the Government’s relationship to the
CRTC in connection with powers of direction and review.

This Fifth Report, submitted on April 18, 1987, contained 21
recommendations. Those dealing with specialty services underlined, among
other things, the desirability of reserving a satellite-to-cable channel for a
non-commercial service that would be a national showcase for productions
from all regions of Canada, and the importance of stimulating the
development of Canadian specialty television services and assuring an
adequate place on satellite-to-cable channels for Canadian content.

The Committee further recommended that the Governor-in-Council
should be able to issue directions to the CRTC on broad policy matters,
subject to review by an appropriate parliamentary committee. It also
recommended that the Cabinet should have a limited power of review of
CRTC decisions. Finally, the Fifth Report recommended that the Radio Act
be amended to provide for recourse against unauthorized reception of signals
not intended primarily for direct reception by the general public.

In its Sixth Report, submitted to the House of Commons on May 6,
1987, the Committee reviewed all the legislative recommendations of the




Task Force Report. Generally speaking, the Committee shared the underlying
concerns of the Task Force and agreed with many of its extensive legislative
recommendations, although it did alter some and drop others. The
Committee’s general position was a reaffirmation of the main principles and
goals upon which the Canadian broadcasting system has been based since the
first Broadcasting Act was adopted more than half a century ago. We believe
this is the kind of broadcasting system Canadians want in spite of — or
perhaps because of — the major cultural, social, economic and technological
developments of the intervening years. The system has served Canada’s
development needs, but to preserve it in changed circumstances will of
course itself demand extensive changes.

Preparing this Report

Since the principles and goals of broadcasting legislation must
necessarily provide the basis for broadcasting policy, a significant beginning
on the work of this report was made in the Sixth Report. While we will
summarize the fundamentals of broadcasting, as we see them, in the
Introduction to this report, we stress that the full Sixth Report, and our
other two reports on broadcasting matters, must be considered as part of the
Committee’s comprehensive findings and recommendations on broadcasting.

In the second phase of its work, the Committee reviewed all the policy
options put forward by the Task Force on Broadcasting Policy, the Minister
of Communications, other witnesses, and the CRTC. The Committee also
heard testimony on policy issues raised in the government’s response to the
Committee’s reports.

However, in keeping with its Order of Reference from the House of
Commons, the Committee continued to use the Report of the Task Force as
the point of departure in all its consultations. An essential part of our
responsibility has been to solicit comment across Canada on the findings and
recommendations of the Task Force. As the text of this report will indicate,
based on our consultations, we have accepted many of the proposals put
forward in the Task Force Report, rejected others and, on a number of
issues, developed our own recommendations.

To ensure relatively easy access to the Committee, hearings were held
in several centres in each region. The Committee also heard a number of
national organizations in Ottawa. Public hearings were held in 18 centres
across Canada. The Committee received 261 submissions, with considerable



overlap between 170 written briefs and 234 oral presentations; that is, many
witnesses submitted briefs and also appeared before the Committee. A
number of witnesses also responded in writing to questions posed by the
Committee which could not be fully addressed in our public hearings. All
major groups concerned with broadcasting participated in both the first and
second phases of our review.

In the second phase, witnesses were able to give their views on all
aspects of Dbroadcasting policy bearing in mind primarily the
recommendations of the Task Force, but with an awareness of this
Committee’s earlier findings and recommendations, as well as the comments
of other witnesses from inside and outside government and the regulatory
agency. In preparing the present report, the Committee has tested the options
advanced by each source against the others, and against experts from outside
government.

The Committee has thus played the role of convenor and animator of
a comprehensive national dialogue on broadcasting policy. In fulfilling this
role, the Committee felt it was not only following in the tradition of earlier
parliamentary committees that have participated at each major juncture in
the development of broadcasting policy and legislation, but was also breaking
new ground. This was because the present House of Commons has
considerably enhanced the stature and work of committees in the legislative
process and we sought to exercise these broader responsibilities to the fullest.
Members of the Committee wish to thank all the participants in our
hearings who made such a vital contribution to this process, which we
believe is the best way of reaching a broadcasting policy based on national
consensus. We also thank the seven members of the Task Force on
Broadcasting Policy for their ambitious and thorough review of broadcasting
policy — the first comprehensive one that had been carried out in twenty
years.

Dialogue with the Government

The Committee divided its work into two phases and the submission
of its Fifth and Sixth Reports was designed to accommodate early action on
broadcasting matters, such as power of direction, satellite-to-cable specialty
TV, and the introduction of a new broadcasting act.

However, the government decided to delay any substantial action until
it had a full grasp of the overall policy picture, an approach that differed




from its earlier plans and from the expectations of the Committee. When the
Honourable Flora MacDonald responded to the Committee’s Fifth and Sixth
Reports in August, 1987, she said the government was looking forward to
receiving the Committee’s “final, comprehensive report on broadcasting
policy’” to help it “move forward on the broadcasting agenda’. In the
meantime, she said, the CRTC would have the advantage of the Committee’s
views in reaching its licensing and policy decisions on specialty services.
While the Government agreed in principle with both policy direction to the
CRTC and a limited power to review certain CRTC decisions, these questions
have been held in abeyance pending decisions on “the future role and
structure of the CRTC”’.

In debate in the House of Commons on September 9, 1987,
concerning the adequacy of the government’s response to the Committee’s
reports, the Committee indicated its unanimous view that the Minister’s
response was not comprehensive, and thus not in keeping with the spirit or
the letter of the reforms of Parliament. For her part, the Minister said that
her expectations of being able to proceed with broadcasting legislation had
indeed changed since the time the Committee had taken up these issues.

The government’s August response had stated that, although many of
the legislative recommendations of the Committee, including those covering
such matters as “Assumptions’” and “Objectives for the Canadian
Broadcasting System’’, could be endorsed on their merits and did not need
further examination, the government preferred to defer all of its response
until receipt of the Committee’s report on broadcasting policy. The Minister
urged careful consideration of several matters, including: the future use of
new technologies or approaches to the production and delivery of
programming; the possibility of an approach to obtaining more Canadian
programming by the private sector that would involve more incentive, less
regulation; the possibility of making CBC a “more focused instrument’ of
public policy, possibly by reducing its program-delivery infrastructure; and
the examination of ways of ensuring that the sum total of public funding
committed to program production and broadcasting through the CBC, the
National Film Board, Telefilm Canada and other policy instruments is used
as efficiently and productively as possible to improve Canadian content on
Canadian television.

These matters were taken up in the second phase of the Committee’s
work, which included an appearance by the Minister at a Committee hearing
and useful written answers to a series of questions submitted to her by the



Committee. The individual issues which were raised will be addressed in the
appropriate sections of this report. They do not necessarily involve departures
from the legislative framework already proposed by the Committee, but we
shall examine this question where appropriate.

The Minister also raised the issue of whether the legislative definitions
proposed by the Committee in its Sixth Report dealt adequately with the
rapidly evolving technologies being used to deliver programming services.
The Minister’s concerns about the Committee’s treatment of technology in
relation to legislation can be found in the government’s August response, in
her testimony before the Committee at a hearing on September 22, 1987, and
— comprehensively and most pointedly — in written replies to questions
which were filed with the Committee in November, 1987. In explaining her
concern the Minister noted that “We underestimated the future impact of
cable and satellite-to-cable technology in drawing up the last Act and we
can’t afford to do that again, given the rapid developmental pace of new
technology’’. [Response, p. 18.]

In addition to raising the concern that the proposals we made might
not adequately encompass new technologies, the Minister also questioned
whether the Committee’s proposals might encompass too much. Her
particular concern was the Committee’s proposal to use a broad definition of
“programming’’ in the act. [The relevant legislative recommendations of the
Committee are Recommendations 18 and 53, which appear in Appendix VI
to this Report.]

Building on the approach adopted by the Task Force, the Committee
sought to define broadcasting broadly enough to include cable,
satellite-to-cable, and direct-to-home satellite delivery of programming in the
same way that over-the-air delivery of programming is captured today. In the
proposed approach to defining “programming’ and “non-programming’’
services, the Committee’s purpose is to clarify the jurisdiction of the CRTC
in an increasingly blurred area, while retaining the term “non-programming’’
to apply to services such as security and alarm systems, two-way interactive
services, and other telecommunications services. We note that the existing
definition is continuing to create difficulties, as is evident in the recent
announcement by the CRTC concerning the Canadian Home Shopping
Network. Under the Committee’s proposed definitions, broadcasting would
remain a service intended for reception by the general public rather than by
particular persons, and programming would remain distinct from




“non-programming services’’, with the latter not subject to many of the
stipulations of the legislation.

While the Committee has carefully considered the Minister’s concerns,
we believe that in respect of both broadcasting and programming its
definitions were not so broad as to capture more services, or be more
intrusive, than was appropriate and necessary to serve the public interest in
an era of technological innovation.

One of the Committee’s key recommendations in this regard was
Recommendation 8, which stated:

The Committee endorses the Task Force recommendations:

(a) that the Act should cover all undertakings involved in broadcasting in
the widest sense, this is, those that decide what programs to carry as well as
those that are involved in program dissemination to the public, and thus in
determining program accessibility to Canadians; and

(b) that the Act should broaden the definition of broadcasting and related
concepts to cover all types of program reception and distribution whether by
Hertzian waves or through any other technology.

This recommendation was also endorsed by the CRTC in its comments
to the Committee on its fifth and sixth reports, submitted on November 18,
1987. The Commission said it believed the recommendation would “ensure
that all participants in the broadcasting system will be treated equitably and
will not be subjected to unfair competition’’. The CRTC also endorsed the
Committee’s specific recommendations relating to the definition of
“broadcasting’ and the concept of an “undertaking’’. [Recommendations 8
through 12, Appendix VL]

Most witnesses who have come before us, and the legal counsel we
have consulted, believe that we have neither cast too wide a net, nor made
proposals that will not accomodate technological evolution, insofar as such
developments can be anticipated. Representatives of the Canadian Cable
Television Association (CCTA) noted, for example, that they are not now
regulated on the basis of their use of coaxial cable and in fact make use not
only of coaxial cable but also of microwave, satellites and, to some extent,
fibre-optic cable. The CCTA went on to state that:



The technological question is a clear and important one.... Yet with all
its importance, it will clearly be a mistake in the context of a revised
broadcasting policy to overestimate the impact of technological change.
We are concerned about the apparent obsession with technology within
the Department of Communications. The focus has to be on
programming and its distribution and not on a particular delivery
technology. [Minutes, 69:77.]

The Committee believes that the Minister is quite correct to have been
cautious about ensuring that a new broadcasting act includes, but does not
exceed, what needs to be regulated. Nevertheless, on the basis of extensive
input from the Committee’s witnesses, we have seen no reason to withdraw
or amend any of the recommendations we have made for new broadcasting
legislation.

We note, however, that our recommendations are predicated on
federal  jurisdiction  over the  transmission and  reception  of
radiocommunication, which, historically, has provided the basis for
broadcasting legislation. At present we believe that an effective new act can
be drafted on this same basis. However, we recognize that in the future it
may become both feasible and desirable, if not essential, to proceed on
different or additional jurisdictional bases whether that is federal jurisdiction
over inter-provincial telecommunications, the peace, order and good
government power, authority over international transactions, or any other
power. If such an approach is to be adopted, there should be adequate
provision for further public input and the result must continue to be a
strong federal broadcasting law. We note that the Committee did not receive
any research or policy studies from the Department of Communications or
from other sources which examined alternative jurisdictional authority as a
basis for federal broadcasting law.

The Committee supports the following statement by the Minister of
Communications in her response to our questions.

We have been driven for over 20 years by technology — by the art of
what is technically possible. What we must try to ensure in our
legislative framework is that programming goals play an equally large
role in shaping the broadcast system and that the appropriate
technology is harnessed, or at least anticipated and controlled, as an
adjunct to or facilitation of those programming objectives. [Response by
the Honourable Flora MacDonald, Minister of Communications to the
questions raised by the Standing Committee on Communications and
Culture further to the Minister’s appearance before the Committee on
September 22, 1987, November 1987, p. 50.]




[t is in this spirit that the Committee prepared its legislative proposals,
and developed the policy analysis and recommendations in this Report.

The Committee stresses that this Report and all its other reports on
broadcasting have been unanimous in nearly all their recommendations, with
reservations of specific Members noted in the relevant instances. Members
consider it important to put aside partisan considerations and try to envision
a broadcasting system that in its essentials would command the support of
the great majority of Canadians.
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1.0 THE OBJECTIVES OF BROADCASTING POLICY

1.1 [Introduction

The whole of this Report on broadcasting policy is predicated on the
policy objectives the Committee set out in its Sixth Report of May 6, 1987.
In that report we indicated what we believe the Canadian broadcasting system
should be expected to deliver to Canadians. Here, our purpose is to examine
how the various objectives we wish to see stated in the law can best be
implemented. In effect, the earlier report dealt with what needs to be done;
this Report deals with how to do it.

Because of its scope and impact, broadcasting policy is Canada’s
premier cultural policy. The ability of Canadians to be themselves and see
themselves in this age of popular culture delivered by mass media is more
affected by broadcasting policy than any other. The cultural resources on
which the Canadian broadcasting system can draw are reinforced by a wide
range of policies supporting the creative and communicative arts — from
writing, painting and composing to the performing arts, film, sound
recording, and the print media. By embracing contributions from other
cultural sectors and interacting with them, broadcasting has stimulated their
development.

The importance of broadcasting policy will increase in the years ahead,
for broadcasting is a rapidly expanding universe. In number of outlets and
quality of sound and display, the technological outlook is for more and
better. The challenge for the future is to ensure that in a more fragmented
market, there is an adequate, varied range of properly financed Canadian
programming available.

Canada is one of the world’s most cabled countries. Cable and satellite
transmission are constantly increasing the number of channels that can be
delivered to the home. Further improvements in distribution capability may
become technically feasible with the greater use of transmission by optical
fibre. The introduction of stereo television is improving the quality of
television sound. In the coming decade, the introduction of widescreen,
high-definition television may immensely improve television’s visual quality
as well.
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Technological innovations in production, transmission and reception
also create the potential for two-way interactive services that involve giving
the viewer greater control over what is received. Gradually, broadcasting may
become more of a medium for print and graphics, though much remains to
be done to improve the display quality and the convenience of the receiver
for this type of use.

Advances in the reach and quality of radio are more limited but will
not be without impact. Stereo sound on AM radio may help restore the
competitive position of AM services. Satellite transmission has greatly
improved opportunities for radio networking and will accomodate
direct-to-home (or direct-to-vehicle) radio broadcasting over huge areas.

The implications for cultural policy of the improvements in both
transmission capability and sound and display quality are tremendous, not
only for popular entertainment and information programs but for more
specialized programming as well. For example, stereo sound and
high-definition, widescreen televison display transform the viewing experience
of everything from sports events to ballet, rock concerts to symphony
performances, live theatre to opera. The capacity of television to display and
explain the contents of museums and art galleries will be greatly enhanced,
as will its general capacity to serve as an educational medium, although such
use of television will not automatically occur.

Clearly, we are entering an exciting period of new challenges and
opportunities in broadcasting. Today’s decisions and those that will be made
over the next decade, will determine whether the current transition period
leads to a stronger Canadian presence in broadcasting in both the French and
English language components of the industry, or a gradually reduced
position for Canadian programming. Similarly, these decisions will determine
whether minority programming needs will be better met in the future.
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1.2 Freedom and Responsibility

As we noted in the Foreword, freedom of expression is affirmed in
section 3 of the present Broadcasting Act and has been entrenched in the
Constitution’s Charter of Rights and Freedoms, section 2, which states that
everyone in Canada has “freedom of thought, belief, opinion and expression,
including freedom of the press and other media of communication’. The
association in the Charter of the newer “other media of communication™
with the time-honoured principle of “freedom of the press’” makes it clear
that freedom of broadcasting is a constitutional right enjoyed by Canadians.

At the same time, Canada has a half-century tradition of assuring
responsibility in broadcasting. That is, broadcasters are deemed to have
public responsibilities based on their privileged use of public property — the
airwaves. Cable companies are deemed to have responsibilities based on
their reception of over-the-air broadcasting and their monopoly of cable
delivery in the areas for which they are licensed.

Today, as at the the beginning, the first essential of freedom of
broadcasting is to give Canadians the opportunity to exercise it. Freedom of
broadcasting is like any other freedom, it does not entitle the person who
exercises it to infringe on the freedom of others. At the international level,
Canada has always chosen to maintain an open cultural frontier so that
Canadians have access to the expression of other nations, but must equally
ensure that its own people can exercise freedom of expression and have
access to it. Without means of expression, the people’s voice is stilled, its
identity lost. Without a firm policy to assure genuine freedom of
broadcasting, we risk returning to the 1920s when, except for local programs,
Canadian radio stations were simply a conduit for imported American
programming.

By the same token, freedom of broadcasting requires that within
Canada we do not allow our own majorities to drown out minorities but do
what we can to open opportunities for expression to the constituent parts of
the nation, whether linguistic communities, ethnic communities, or regional
communities.

The basic goals of freedom and responsibility in Canadian broadcasting
were expressed and elaborated in some detail in the Committee’s Sixth
Report, dealing with broadcasting legislation. We discuss the essential
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elements here only to underline their importance as the foundation for the
analysis and recommendations which appear in this Report.

Owing to Canada’s vulnerability to inundation by programming from
the United States, the first objective of freedom of broadcasting in Canada is
to maintain Canadian control of a broadcasting system that is regulated and
supervised by a single agency. The second goal is to make this system
responsive to the broadcasting needs of Canadians without intruding on their
rights. This is the delicate balancing act of freedom and responsibility: to
uphold freedom of broadcasting without resorting to means that defeat that
end.

The broad goal of the system is expressed in the phrase “to safeguard,
enrich and strengthen the cultural, political, social and economic fabric of
Canada’. This is supplemented by the stipulation that programming provided
by each broadcaster and network operator “should be predominantly
Canadian, and each broadcaster and network operator should use
predominantly Canadian creative and other resources”’.

The Committee noted in its Sixth Report that it would make no sense
in a new act to incorporate a “predominantly Canadian’ requirement for
individual Canadian broadcasting and network operators while leaving cable
system operators free to import foreign programming without restraint and
without a corresponding obligation to contribute to Canadian programming.
In order for a new law to reflect current and future realities, the essential
role of cable companies and other distributors would be defined as that of
“distributing Canadian radio and television services in English and French,
both public and private, with first priority given to public sector Canadian
services followed by private Canadian services’’. With the exception of the
“three-plus-one’” services (CBS, NBC, ABC and PBS) the new act should
make provision for coverage of foreign radio and television services only
when the programming they provide is complementary to that available from
Canadian broadcasters and network operators. The essential point here is
that the new law must provide a basis for maintaining a reasonable balance
of foreign and Canadian programming on cable and other distribution
undertakings, just as the 1968 Act did for individual Canadian broadcasters.

To meet broad Canadian cultural goals, the system has, since its
inception, included a public element, the Canadian Broadcasting
Corporation, joined in more recent years by a number of provincial
educational broadcasting authorities. The private sector, by far the largest

- 14 -




provider of programming in radio, and dominant for many years in
television as well, has been subject to regulation and terms of licence
designed to ensure that at least half of its programming is Canadian. In the
proposed legislation, the community sector of radio and television
broadcasting would have separate recognition as a component of the general
system.

The system works partly through the strong Canadian-content mandate
given to the Canadian Broadcasting Corporation, and partly through an
implied cultural contract between the private broadcasters and the Canadian
people. The broadcasters supply a certain level of Canadian programming in
return for receiving the privilege of a broadcasting licence. In recent years,
the Canadian Radio-television and Telecommunications Commission has
sought to emphasize this contractual relationship by formulating “conditions
of licence’ appropriate to each broadcaster, rather than relying primarily or
exclusively on blanket regulations imposed upon all. This development has
met with the approval of both the Task Force and this Committee. At the
same time, the Committee has agreed with the Task Force that incentives are
needed to help Canadian broadcasters fulfill their side of the bargain, since
they are able to buy American programming for a small fraction of the cost
of producing comparable Canadian programs.

The evidence submitted at our hearings showed that the fundamental
goals of the system are well accepted by its major participants. For example,
Robert Bonneau, chairman of the television board of the Canadian
Association of Broadcasters, put it this way:

The Canadian broadcasting system must be preserved to respond to Canadian
interests, priorities, and opportunities. There must be no compromising on that
assertion. Canadians must have choice, but, moreover, the right to choose
Canadian. [Minutes, 69:7.]

In order to realize the broad goals of the system, Canadian
broadcasting policy includes explicit legislative objectives. Some of them link
the Canadian-content principle with particular fairness objectives. Others
stand on their own. In the next section we summarize these objectives, since
they are set out at length in the Sixth Report.



1.3 Objectives for the Canadian Broadcasting System

The Committee has recommended that broadcasting objectives be
spelled out in legislation more extensively than recommended by the Task
Force. We believe it is important that the new act give broadcasters a clear
understanding of what Canadians expect from the system. The CRTC itself
has endorsed all of the recommendations this Committee has made for a new
statement of objectives in the act. [Recommendations 20 to 32 of the Sixth
Report.]

The central issue which the new broadcasting act must address in its
objectives section is what programming the system ought to make available to
Canadians. On this issue, the new legislation should state that the whole
system should offer “a range of programming that is varied and
comprehensive, providing a balance of information, enlightenment and
entertainment for people of different ages, interests and tastes’’. We note the
obvious implication that the regulatory agency for broadcasting should ensure
that Canadians are offered a broad range of foreign programming as well as
Canadian programs.

Nevertheless, because there has always been a tendency for Canada to
be flooded with foreign programming there has been a particular need to
state clearly the Canadian programming goals. In broad terms the act should
state that the system should encourage the development of Canadian
expression, “providing a wide range of programming that reflects Canadian
attitudes, opinions, ideas, values and artistic creativity, displaying Canadian
talent in entertainment programming, and offering information and analysis
concerning Canada and other countries from a Canadian point of view’’.

The act would require that the system stimulate Canadian
consciousness and serve the special needs of each region and both official
language groups, providing exchanges between both regions and language
communities. The system should “acquaint all Canadians with the traditions,
values, practices and aspirations of each region of Canada’’.

The Committee also believes it important that broadcasting in Canada
should respect the equality provisions in section 15 of the Canadian Charter
of Rights and Freedoms. Thus the system should respect the needs and
interests of both sexes. In another recommendation, the Committee has
incorporated fair treatment of different groups in programming objectives,
urging that “the programming carried by the system should provide a
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balanced representation of Canadian society, reflecting its multicultural and
bilingual realities, its aboriginal peoples and the composition of its
population with respect to sex, age, race, national or ethnic origin, colour,
religion, and mental or physical handicaps’.

Since these objectives apply to the whole system, the CRTC has
flexibility in overseeing how they are realized. What they would provide for
the Commission is a clear statement of the programming goals and objectives
which the Canadian broadcasting system as a whole ought to achieve.
Generally speaking, the contribution which individual licensees and
categories of licensees ought to make would be determined by the
Commission.

There is a need, however, for Parliament to define clearly in
legislation the role of the CBC as the national public broadcasting service.
The Committee proposes that the new act require that “the CBC cover the
whole range of Canadian programming...providing a balance of Canadian
programming of information, enlightenment and entertainment, ..while
offering Canadians the best of foreign radio and television programming’’.
This recommendation reflects a significant change from the existing goal that
the CBC provide a balanced schedule of both foreign and Canadian
programming. In keeping with this goal of a more Canadian CBC, the
Committee would see the Corporation providing a service in English and
French, in all geographic regions and contributing actively to the exchange of
programming among Canadians in all regions. The act would also recognize
the responsibility of the CBC to offer service in representative aboriginal
languages, a provision not in the existing law.

Often freedom of the press has been described in terms of the people’s
right to a free flow of information and opinion from as wide a variety of
sources as possible. A similar concern in broadcasting is reflected in the
Committee’s recommendation that “the programming of each broadcaster,
network operator, and community channel operator should provide a
reasonable and balanced opportunity for the expression of differing views on
matters of public concern’. :

Freedom of expression means little in any communications system
without freedom to receive. Thus the Committee recommends that the new
act should reaffirm that all Canadians are entitled to Canadian broadcasting
services in both French and English. It adds that this right should be
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implemented if necessary “by means of concerted action by the public
sector’’.

Since the right to receive television broadcasting means little to the
hearing-impaired unless special provision is made for them, the Committee
has set the objective of ensuring that at least half of national television
programming on the networks be available with closed captioning or other
assistance to the hearing-impaired within five years of the adoption of a new
act.

A new objective, adopted by the Task Force and endorsed by the
Committee, would entitle aboriginal peoples to “broadcasting services in
representative native languages, where numbers warrant and as public funds
become available’’.

The objectives and principles adopted for the Canadian broadcasting
system by the Committee are based on the long years of experience with the
present Act and the public consultations carried out by both the Task Force
and the Committee. We believe they come close to matching the expectations
of Canadians; opinion surveys offer evidence that they do.
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1.4 Canadian Views on the Broadcasting System

Canadians have been polled frequently on their attitudes toward
various aspects of the broadcasting system, such as the balance between
Canadian and American programming, the number of channels available,
and the importance of broadcast media relative to other media.

In radio broadcasting, for example, a 1985 Gallup survey found that
over half of radio listeners (54%) reported they were very satisfied with the
radio programming available to them, while a further third (34%) were
somewhat satisfied. [The Canadian Gallup Poll Ltd., Home Entertainment, A
Study of Canadians’ Behaviour and Attitudes, A Syndicated Study, May
1985.] A 1983 Goldfarb study found that 84 percent of Canadians who were
familiar with CBC Radio were satisfied with the job CBC was doing.
[Goldfarb Consultants, The Culture of Canada, A Research Report for the
Department of Communications, July 1983.]

The same 1983 Goldfarb survey found that just over a third (37%) of
Canadians thought there was too little radio programming available that
featured Canadian performers, while three percent thought there was too
much. By comparison, 45 percent thought the amount available was about
what it should be. In a 1987 Environics survey, 47 percent of respondents
expressed the view that American recording artists had too great an influence
on the Canadian way of life, while almost the same number, 45 percent,
disagreed. [Environics Research Group Ltd. and Intermet Incorporated, The
Media Study, a syndicated multi-client study, March, 1987.] In the same
survey 37 percent of respondents expressed the view that there are not
enough radio programs (including music and information programs) that
reflect a Canadian point of view, while 50 percent did not agree. Although
these findings are not conclusive, they suggest that there is public support for

at least the Canadian content requirements in radio now imposed by the
CRTC.

Most Canadians seem satisfied with the number of radio stations they
can receive. The Environics survey found that only 18 percent of Canadians
surveyed felt strongly that they would like to have another local radio
station, while a further 19 percent agreed somewhat. The remaining 57
percent disagreed. To a considerable degree, however, the response varied,
depending on the number of radio stations people could receive already. In
Montreal, for example, 69 percent of respondents did not think there should
be another station, and only 15 percent agreed strongly that there should be.
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By contrast, in the Atlantic provinces 40 percent would not like to see
another local radio station in their community whereas 54 percent would
like another station. Twenty-five percent of those polled in the Atlantic
provinces expressed a strong interest in having another station.

[n television broadcasting, a number of studies have shown that
Canadians believe they should be able to receive American programming, but
also wish to receive a strong showing of Canadian programming. A 1985
Gallup survey found that just under two-thirds of Canadians (65%) thought
that our culture was being influenced too much by American television. This
view was a little more likely to be expressed by English Canadians than
French (67% vs 60%), by younger Canadians than older (70 percent of the
18-t0-29 group compared with 58 percent of those over 50), and by
Canadians with more formal education (71 percent of those with university
education, compared with 54 percent of those with public school education).

This does not mean that Canadians do not like American programs.
Not only do they watch American programs more than half the time, a 1980
Gallup survey indicated that two out of three Canadians (68%) thought the
Americans made the best TV programs. Just 14 percent thought Canadians
made the best programs, and 10 percent thought the British did. This does
not necessarily mean that most Canadians think Canadian programs are of
poor quality: in fact, in the 1985 Gallup survey referred to above, seven out
of 10 Canadians say that Canadian programs are of fairly good or very good
quality, while 24 percent say they are fairly poor (18%) or very poor (six
percent).

Survey research has confirmed that Canadians are generally supportive
of the CRTC quotas for minimum Canadian content. A 1980 Gallup survey
found that two-thirds of Canadians (67%) supported the requirement that
Canadian television stations have at least 50 percent Canadian programming
during the prime evening hours, while 24 percent disagreed. The 1985
Gallup survey reinforced this view, with 70 percent expressing approval of
the existing Canadian content quota in prime time. A significant minority
(37%) expressed the opinion that the amount of Canadian programming
should be increased, while only 10 percent thought it should be decreased.
Almost four out of five said there were either enough American programs
available (63 percent of respondents) or too many (15%). Just under one in
five (19%) thought there were too few. The same survey indicated, however,
that over four in 10 Canadians (42%) felt there were too few foreign
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programs available from countries other than the United States, while only
six percent thought there were too many.

In the 1983 Goldfarb survey, almost half the respondents (48%) said
there was too little TV programming featuring Canadian performers. This
attitude toward television is reflected as well in the conclusion reached by
Environics Research, based on their 1987 Media Study: “Television is the
only medium which the majority of users identify as “too American’ in its
influence and as having too little content which “reflects a Canadian point of
view’ .

The 1987 Environics study also found that 50 percent of Canadians
felt that we should be doing more to develop a separate cultural identity
from the United States while only five percent thought we should do less. A
further one third (37%) would maintain current efforts to strengthen
Canada’s cultural identity. Such attitudes were consistent across all
demographic groups and regions.

The Environics survey also asked respondents to what degree
particular components of the media should take a leading role in building a
stronger Canadian identity. Most Canadians (87%) thought the CBC should
be very (56%) or somewhat (31%) responsible for building a strong Canadian
identity. Eighty percent of those polled expressed the view that private radio
and television stations should play a role in building a strong Canadian
identity. Even in the case of cable television companies, over three out of
four Canadians (76%) believed they were very or somewhat responsible for
providing leadership in building a stronger Canadian identity.

Surveys have shown Canadians are generally satisfied with the number
of television channels they receive. The 1985 Gallup survey referred to
above found that three out of four Canadians said that they received either
an adequate number or too many television channels. The 1983 Goldfarb
study produced a similar finding, with 79 percent saying they received either
about the right number of television channels or too many.

With fewer channels available, however, Canadians whose mother
tongue is French are far more likely than English Canadians to feel they
have too few channels: two out of five say they receive too few (1985 Gallup
survey). Dissatisfaction also increases in English-speaking areas with a small
number of channels, with half of the respondents (49%) in the 1985 Gallup
survey who could receive only one to three channels saying they had too
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few, by comparison with only one in eight (12%) of those with twenty
channels or more.

Satisfaction with the number of channels available does not mean
there is a lack of interest in additional programming. There is a great deal of
duplication of programming on existing channels and this could foster the
view that more channels are not needed. But when Canadians are asked
about specific services, their views may be different. For example, an
Environics media study conducted in the fall of 1986 found that about seven
out of 10 cable subscribers would be either very interested (28%) or
somewhat interested (40%) in having a non-commercial channel carrying
programming for children and young people, National Film Board programs,
the best of foreign public TV, popular Canadian TV programs from the past,
and Canadian cultural programming such as music, drama, ballet and opera.

In the 1985 Gallup survey Canadians were asked by what means they
would prefer to see new television channels added, assuming that this was to
be done. By a margin of roughly three to one (60% to 22%) the respondents
said they preferred additional Canadian channels to imported American
channels.

In a simpler world, the fact that Canadians want to have Canadian
broadcasting services and Canadian programming should in itself ensure that
they would be available. Similarly, the fact that francophone Canadians
would like to have more French-language channels should ensure their
availability. However, the reality of broadcasting is such that there are other
factors which also help to determine what will be offered to Canadians. In
the case of television particularly, non-Canadian (primarily American)
programs are available at a small fraction of their production cost and/or of
the cost of producing comparable kinds of Canadian programs, thus creating
a tremendous incentive to import. Realities like this combined with the finite
number of stations and networks which can be licensed and financed have
created the need for deliberate and coherent public policies for broadcasting.
The remainder of this Report is directed to those practical questions.
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2.0 CANADIAN RADIO

2.1 Introduction

Canadians are served by approximately 700 AM and FM radio stations,
ranging from big-city stations with a potential reach of millions of listeners
to local low-powered community stations serving a few hundred native
people in remote areas. Tables 2.1 through 2.5 show the numbers and types
of station by network, language and province.

While television has become a mainly cable-delivered medium, radio is
still received over the air by all but a handful of listeners. Thanks to
reception over portable battery-powered receivers, radio can and does travel
almost everywhere, not always to everybody’s delight. The average Canadian
tunes to radio for almost 20 hours each week, according to the 1987 fall
figures of the Bureau of Broadcast Measurement (BBM), with listening time
for francophones being fractionally longer than for anglophones.

Table 2.1 Radio Stations by Language, Type and Network Affiliation, 31 December 1987

English French Native Ethnic Bilingual * TOTAL
AM
CBC Owned 48? 23 - - - 71
CBC Affiliate 12 7 - - - 19
Independent * 265 53 4 6 1 329
TOTAL AM 325 83 4 6 1 419
FM
CBC Owned 17 11 - - - 28
CBC Affiliate 2 Z - - - 4
Independent 4 158 54 36 @ 1 251
TOTAL FM 177 67 36 2 | 283
TOTAL 502 150 40 8 2 702
! The two bilingual radio stations are in Ontario and Quebec.
? Twenty-two of the CBC-owned stations are low-po d infc i i or rebroad i See Table 2.2.
3 Ten of the CB d stations arc low-p d information transmitters. See Table 2.3.
4 I_.I_r A, Snales Ao 2al £ x m 2 0 1 mﬁm.
Source: CRTC
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Table 22 English-Language Radio Stations by Province, Type and Network Affiliation, 31 December 1987

NF PE NS NB QC ON MB SK AB BC ¥T NT |TOTAL
AM 1 2
CBC Owned 4 1 1 4 1 4 2 1 12 14 1 2 48
CBC Affiliate - - - 1 1 4 1 - - 5 - - 12
Independent 18 4 19 9 6 85 13 18 38 a3 1 1 265
TOTAL AM 22 5 21 14 8 93 16 19 50 72 2 3 325
FM
CBC Owned 2 1 2 2 1 3 1 1 2 1 - )| 17
CBC Affiliate - - 1 - - 1 - - - - - - 2
Independent 4 1 6 7 6 78 7 6 15 25 2 1 158
TOTAL FM 6 2 9 9 7 82 8 7 17 26 2 2 177
TOTAL 28 7 30 23 15 175 24 26 67 98 4 5 502
! Ten of the 12 CBC-owned stations in Alberta are low-power information transmitters in National Parks.
2 Twelve of the 14 CBC-owned stations in British Columbia are ially rebroad transmitters but offer some local community access.
Source: CRTC
Table 23 French-| e Radio Stations by Province, Type and Network Affiliation, 31 December 1987
NF PE NS NB QC ON MB SK AB BC YT NT |[TOTAL
AM :
CBC Owned - 1 - 1 S 3 1 - 11 1 - - 23
CBC Affiliate - - - - i - - - - - - - 7
Independent - - - 2 50 1 - - - - - - 53
TOTAL AM - 1 - 3 62 4 1 - 11 1 - - 83
FM
CBC Owned - - - 1 S 3 - 1 - i - - 11
CBC Affiliate - - - - 2 - - - - - - - 2
Independent - - - 3 49 2 5 . = 4 - . 54
TOTAL FM - - - 4 56 5 - 1 - 1 - - 67

! Ten of the 11 CBC-owned stations in Alberta are low-power information transmitters in National Parks.

Source: CRTC

Table 2.4 Native-Language Radio Stations by Province, Type and Network Affiliation, 31 December 1987

NF PE NS NB QC ON MB SK AB BC YT NT |TOTAL
AM
Independent - - - » - 1 3 3 . . . - 4
FM
Independent 6 - 1 - 18 1 - 1 1 - 3 -] 36
TOTAL 6 - 1 - 18 2 3 1 1 - 3 5 40
Source: CRTC
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Table 25 Multilingual Radio Stations by Province, Type and Network Affiliation, 31 December 1987

NF PE NS NB QC ON MB SK AB BC YT NT |TOTAL
AM
Independent - - - - 1 2 1 - 1 1 - - 6
FM
Independent - - - - - 2 - - - - - - 2
TOTAL - - - - | 4 1 - 1 1 - - 8
Source: CRTC

According to a survey conducted in the autumn of 1986, 90 percent of
Canadians listen to radio in an average week, making it the second most
popular medium after television. [Environics Research, The Media Study,
March 1987.] The share of listening among public and private AM and FM
stations from 1981 to 1987 is shown in Figure 2.1 for English-language radio

and in Figure 2.2 for French-language radio.

Figure 2.1 English Language Radio, Trends in the National Share of Listening, Fall 1981-1987 *
5.6

7

72

CBC Owned AM
[0 CBC Owned FM
E oOther AM
B Other FM

- Bl Bl Bl Bl B B

1981 1982 1983 1984 1985 1986 1987

L BBM changed its survey methodology in Spring 1981, Fall 1981 is used as the initial reference point

Source: CBC Research (BBM)
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Figure 22 French Language Radio, Trends in the National Share of Listening, Fall 1981-1987 !

5.0 49 5.8 5.0 53

CBC Owned AM
CBC Owned FM
Other AM
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34 339
263
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! Because BBM changed its survey methodology in Spring 1981, Fall 1981 is used as the initial reference point

Source: CBC Research (BBM)

In this chapter we will consider issues and recommendations
concerning not only the traditional public and commercial broadcasters, but
also the newer community radio broadcasters, including stations directed at
special interest listeners, student stations, and stations serving native people in
remote areas. First, however, we will briefly review the evolution of the
radio broadcasting system in Canada.

Regular commercial broadcasting began in both Canada and the
United States in 1920, the first Canadian experimental station (now station
CFCF) having been licensed the year before to the Canadian Marconi
Company in Montreal. Soon high-powered American stations with strong
commercial backing had obtained the best frequencies and were forming
networks that dominated listening in Canada. As advertising became the chief
financial support of radio, the tendency was to treat Canada as a valuable
but marginal addition to the American market. Canadian stations were able
to produce only relatively inexpensive local programs, while American
networks could spread the costs of star entertainment productions over their
huge market.

The main source of distinctive Canadian programming was the
broadcasting service of the publicly-owned Canadian National Railways,




developed to serve rail passengers, hotel guests and employees but also
available more broadly to the general population. The CNR was instrumental
in setting up the first coast-to-coast radio network to celebrate Canada’s
Diamond Jubilee in 1927. This gave the country a taste of what could be
achieved if a concerted effort were made to create national programming
instead of relying on the American networks.

Controversy over the licensing of frequencies to religious groups
became the pretext for appointing a Royal Commission on Radio
Broadcasting in 1928. The following year it recommended that Ottawa and
the provinces establish a public system which was to own all the country’s
radio stations and give Canadians Canadian broadcasting. In 1932 the Bennett
Conservative government proceeded to establish a public system, the
Canadian Radio Broadcasting Commission (CRBC), after receiving a judicial
ruling that radio transmission and reception were matters of exclusive federal
jurisdiction.

The CRBC departed from the Royal Commission recommendation in
that private stations, of which there were about 65 at the time, were
permitted to exist side by side with public stations and the public network
was to use affiliated private stations to extend service to the whole country.
The Royal Commission’s proposal of provincial participation in the national
broadcasting authority was set aside following the court decision, but its main
purpose — to assure the provision of French-language service based on
Quebec — was fulfilled by establishing both French and English networks. In
1936, the public system was given a firmer organizational base, at arm’s
length from the government, by transforming the CRBC into a crown
corporation, the Canadian Broadcasting Corporation, which also served as
regulatory agency for all broadcasting. Canada’s mixed public-private radio
system was on its way.

What happened in radio has become extremely important to all types
of broadcasting in Canada. As successive inquiries looked again into radio,
then into television, cable, and satellite-to-cable services, they found — as the
first inquiry had — that market forces on their own would not supply
Canadians with adequate Canadian services: a public element would be
needed, and the private element would be required to live up to some
public-interest commitments. Frank W. Peers, the leading authority on
Canadian broadcasting policy, describes the persistence of the vision, and of
all-party support for it in Parliament, as “a stubborn determination to
control our own mass communications’’. [Frank W. Peers, The Politics of
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Canadian Broadcasting: 1920-1951, Toronto: University of Toronto Press,
1969, p. 4.]

The most controversial aspect of the system in its first 20 years was the
regulation of private radio stations by the CBC, which the private stations
regarded as a competitor, since the CBC carried advertising. This problem
was finally resolved to the satisfaction of the private sector in 1958, when the
new Broadcasting Act established the Board of Broadcast Governors as a

separate regulatory agency. This separation was preserved when the BBG was
replaced by the CRTC in 1968.

In the early days of radio, powerful stations were heard over vast
areas. Gradually the means of exploiting and managing the electromagnetic
spectrum of radio frequencies were improved. Transmission by frequency
modulation (FM), with greater sound fidelity, was added to transmission by
amplitude modulation (AM). In these two ways and through improved
international cooperation in allocating frequencies, the number of stations
the airwaves could carry was multiplied beyond the dreams of the pioneers.
However, the tendency in what was now a more orderly system was for the
coverage area of stations to be reduced to individual centres of population
and their immediate surrounding areas.

Major urban communities such as Toronto, Montreal and Vancouver
each have a score and more of radio stations. These big city stations have a
disproportionate share of listening, as they can afford to specialize in
particular kinds of programming and attract audience from the surrounding
areas. Radio stations in smaller centres must have a more varied program
format, serving a wider variety of tastes. Most Canadians can tune to at least
three or four radio stations. As illustrated in Figure 2.1 and Figure 2.2, the
major change in recent years has been the steady increase in listening to FM,
with its better quality of sound, at the expense of AM. The balance of AM
and FM is examined at greater length in the section on private radio. In the
years between 1977 and 1986, FM increased its listening share from 17

percent to 43 percent. In major centres FM has more than 50 percent of the
radio-listening audience.

The picture of radio listening given by the Environics media study
mentioned above shows a slight skew toward younger and more financially
independent Canadians by contrast with television. The study covered a
representative sample of 4,006 adults (18 years and over) who replied to
questionnaires in hour-long, in-home interviews.
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Radio’s peak listening hours are in the morning (“morning drive’’) up
to about 9 o’clock, with a second but lower peak in the late afternoon
(“afternoon drive’’). Then radio listening plummets as TV-watching takes
over.

Of the Canadian population, 28 percent say they tune frequently
(listen on a regular basis) to CBC English, 12 percent to CBC French, 87
percent to other Canadian stations, and 14 percent to American stations.
These groups overlap, since many tune regularly to more than one type of
station. The 14 percent who listen regularly to American stations is in
striking contrast to the 62 percent of Canadian TV viewers who said they
regularly watch American ABC, NBC, or CBS network stations. These figures
are, of course, quite different from those giving shares of listening hours to
various types of station, as illustrated in Figures 2.1 and 2.2.

The challenge facing French-language broadcasters is evident in
responses showing that 13 percent of francophones listen to radio entirely or
mostly in English, 15 percent listen equally in French and English, and 72
percent listen entirely or mostly in French. Among English-language viewers,
none listen entirely or mostly in French, two percent listen equally in both
languages, and 98 percent listen entirely or mostly in English.

The CBC audience was skewed toward the older and better educated
but spread over all income groups.

The Environics media survey indicated that 84 percent of all adult
listeners regularly listen to news and weather reports, while 77 percent
regularly listen to music. Other choices for regular listening were: news
analysis (49%), sportscasts (39%), talk or phone-in shows (34%), and live
coverage of sports (25%). The study found that talk shows appeal most to
radio listeners at the bottom end of the education and income scales.
Sixty-four percent of those interviewed said they were regular listeners to
morning drive shows, and 40 percent to late afternoon drive shows.

Unfortunately, programming and viewing data are sadly lacking in the
case of community radio, discussed later in this chapter. The community
sector as a whole, both radio and television, has not received the attention it
deserves, and must have, before adequate policies can be developed.
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Finally, an extremely small category of radio broadcasting is
constituted by educational radio stations. Only in Alberta and Ontario have
such stations been licensed. (These are distinct from student radio stations
which qualify as community stations.)
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2.2 Licensing and Regulation

Both the Task Force and this Committee have endorsed the new
direction of the CRTC in making greater use of conditions of licence specific
to individual licensees, rather than relying only on blanket regulations
applicable to all licensees in a particular class. The proliferation and
desirable variety of stations makes it necessary to complement blanket
regulations applying to all, with conditions of licence under which each
station makes a suitable contribution according to its individual
circumstances and resources for the privilege of using publicly-owned
airwaves.

It remains particularly important for the Commission to have clear
policies regarding section 3 objectives, such as Canadian content, high
standards, balance and so on, whether the means of applying them is blanket
regulations or licence conditions. In radio, the chief area of regulatory
differentiation is the distinction between AM and FM broadcasters.

When the CRTC undertook to formulate FM radio regulations in the
early 1970s it took into account the complaints that had been made about
the homogeneity and commercialism of existing programming on AM radio.
It decided that FM would need to be distinct from AM, more diversified in
content, and carry less advertising. At the same time, these requirements
protected AM in Canada from the faster transition to FM listening that
occurred in the United States and also gave this country more varied
programming on private radio than may be heard in the United States.

The views of the CRTC were embodied in the 1975 regulations for FM
stations, which were amended in 1986. They established a number of format
requirements, musical categories and advertising limits for private AM and
FM radio. The CBC AM and FM stations were not subject to the same
format requirements and, of course, were not affected by advertising limits.

The Commission developed the new concept of “foreground’ format
to contrast with the almost continuous programming of music and chat into
which most private radio stations had lapsed. Foreground programming, by
contrast, was intended to grasp and hold the listener’s attention. It was to
pursue a single theme and to have a sense of form and purpose. Programs in
foreground format might document a municipal issue, give a profile of an
interesting personality, illustrate a musical theme, and so on.
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Under today’s rules, programs in foreground format are not to be
shorter than 15 minutes and must take up at least 15 percent of the
broadcasting schedule of an FM station owned jointly with an AM station in
the same market, or nine percent in the case of a separately-owned FM
station. Other types of format are described as gramophone (record
spinning), rolling (gramophone plus a few introductory words for each
record and occasional announcements), and mosaic (any other kind of
programming with more enriching elements than the gramophone and
rolling formats).

FM stations are licensed to broadcast in popular or specialized music
programming formats. In popular format, a station is licensed on the basis
that it select at least 70 percent of its music from one of four musical groups.
Group I covers what the CRTC designates as Category 51 music — popular
music and softer rock — and could be an easy listening format (mostly
instrumental music), a middle-of-the-road (MOR) format (including vocal
music), or a fairly up-tempo or adult contemporary type of music. The
Canadian content requirement in Group [ is 20 percent for stations playing
mostly vocal music, and 10 percent for stations playing mostly instrumental.

Group II consists of music from Category 52, which is the harder side
of the popular and rock spectrum, including adult-oriented rock (AOR).
Stations in this group must observe a 20 percent Canadian content
requirement in their musical programming.

Group III is country music and carries a 30 percent Canadian content
requirement. This is to be maintained for a period of two years under a
1987 CRTC decision which followed a special study of the adequacy of
supply of Canadian country recordings. Where music qualifies as both
“popular’” and “country’’ it may qualify for playing by stations in both
Group III and — depending on the song — either Group I or Group IL
Group IV consists of any mixture of the other three Groups and carries a
Canadian content requirement in accordance with the station’s commitment
to particular types of music. Most of these stations have a 20 percent
Canadian requirement.

Aside from the popular music groups, other formats include classical
and fine arts, jazz (there are no stations in this format at present), other
specialized types of music, and ethnic music, all of which carry a
requirement of seven percent Canadian content.
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The quotas for Canadian content are based on the availability of
recordings that qualify as Canadian in the various formats. A record qualifies
as Canadian if it meets two of the four so-called MAPL criteria: M for
Music composed by a Canadian; A for music or lyrics performed principally
by a Canadian Artist; P for live Performance recorded wholly in Canada, or
Performed wholly in Canada and broadcast live in Canada; and L for Lyrics
written by a Canadian. Most often, music qualifies as Canadian on the basis
of performance and recording rather than composition and lyrics.

The CRTC limited advertising on FM stations to 150 minutes a day in
1975, but effectively increased that under the 1986 Regulations by exempting
advertising on designated types of foreground programming produced by
Canadians from the quota. It also removed hourly limits on commercial
content.

In contrast, the AM regulations refrained from imposing formats and
allowed AM stations to play any kind of music they wanted. The AM
stations’ music programming was required to be 30 percent Canadian using
the MAPL criteria, with five percent of the selections being by Canadian
composers or lyricists. Under the 1986 Regulations, time limits on advertising
on AM stations were lifted altogether.

Until the 1988 CBC radio licence renewal, when the CRTC imposed
higher Canadian content quotas for all CBC radio networks, CBC stations
were observing the same Canadian content quotas for their AM stations as
the private stations.

In addition to the Canadian content standard, French-language radio
broadcasters are generally required through conditions of licence to observe a
55 percent quota in French-language vocal music. This level was set by the
CRTC in March 1986 for two years as a relief from the 65 percent
French-language quota that had prevailed to that time; this period has since
been extended by another year. The two-year period was intended to give
time to increase production of French-language recordings with the help of
new government and private-sector development programs.

After a review of community radio policy, the CRTC introduced a
new set of regulations in 1985. The Commission reaffirmed its intention to
foster radio stations supported by the community and broadcasting programs
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produced by, or with the help of, members of the community, reflecting the
interests and activities of community members in a unique way.

The Commission defines a community station as one owned and
controlled by a non-profit organization whose structure provides for
membership, management and operation primarily by members of the
community at large. The 1985 regulations add the proviso that programming
must offer community access and reflect the interests and special needs of the
listeners the station is licensed to serve. The Commission expects applicants
as part of their promise of performance to reserve as much time as possible
for programming produced by community members, particularly those with
special programming needs.

The Commission recognizes that communities differ in their ability *o
support a radio station, in their access to other broadcasting services, and in
the programs they want to listen to. The new regulations are therefore
designed to be flexible on issues such as access to advertising revenues and
programming requirements, taking into account the presence of other AM
and FM radio services in the same market.

Community stations use FM frequencies and are licensed in two
categories. Type A licences are granted to stations in markets where there is
no other station in the same language. Type B licences are awarded in
markets where there is at least one other station. Type A stations
broadcasting from 6 a.m. to midnight, seven days a week, are allowed up to
250 minutes per day of advertising, with a ceiling of 1500 minutes per week.
Type B stations are limited to a total equal to four minutes an hour per day
with no more than six minutes in any hour. There are no longer any
restrictions on the kinds of advertising Type B stations may carry. The
objective is to allow stations to increase revenues and better fulfil their
mandate, not to treat them as a species of commercial station. Licensees will
still need to seek substantial funding from other sources, particularly within
the community.

Community stations are expected to exceed the minimum
requirements of the FM regulations for foreground and mosaic programming,
because the Commission feels these formats are especially well suited to the
needs of the community sector. Although the Commission imposes no
specific spoken word requirements on community stations, applicants and
licensees are expected to explain how their proposed spoken word levels
satisfy the requirements of their particular communities. Generally, type B
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licensees are expected to provide a minimum of 35 percent spoken word
programming, although actual requirements vary according to the
cirumstances of each community. The Commission requires music content to
be diversified and to provide for both traditional and special interests. Type
A stations are permitted to affiliate with a network, or to acquire
programming from other community stations. But again, this concession is
intended to improve the quality of programming. Stations are expected to
provide as much local programming as circumstances permit.
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2.3 Public Radio: CBC Services

CBC radio, which celebrated its 50th anniversary in 1986, provides an
important alternative to private radio in Canada. From its moribund state
twenty years ago, it has evolved and attracted loyal audiences by finding a
distinctive niche in Canadian broadcasting. CBC radio is valued particularly
for its information and arts programming. In most of its programming it uses
overwhelmingly Canadian sources, drawing on the talents and resources of
all regions and generally fulfilling its mandate under the Broadcasting Act.

Inaugurated in 1936, the CBC succeeded the 1932 Canadian Radio
Broadcasting Commission, which was created primarily to stave off the threat
of American domination of Canada’s airwaves. The Corporation began as a
national system of public and affiliated private radio stations. Although
reliant on popular American programs at the outset, the CBC put down
roots in news, classical music, popular Canadian entertainment and hockey
broadcasts. Canada’s entry into World War II gave impetus to development of
the CBC, with nationally known war correspondents and programming
designed to stir Canadian consciousness. Radio was primarily an
entertainment medium, and the CBC provided the only national network
programming. After the war, the CBC moved more into drama, classical
music and public affairs, while retaining its core of popular programs.
However, the introduction of television in the 1950s led to the gradual
decline of radio as resources and energies were directed to building the
television networks. Audiences shifted toward television, particularly for
programs where visual impact counted strongly; the perception of radio
underwent some fundamental transformations. The prime time for radio
shifted to the early morning and late afternoon “drive’’ periods, and radio
was regarded as background sound for other activities, composed principally
of recorded music and locally-oriented news and information.

By 1968, although approximately two million Canadians listened at
some point during the week to CBC’s French and English radio, it was in
danger of becoming irrelevant. The Radio Report of 1970 (better known as
the Ward/Meggs Report), was a landmark study that pointed the way to
revival in the 1970s, and precipitated what was to become known as the
“radio revolution’. A series of new programs was created, local and regional
information programming was strengthened, particularly during the popular
“drive’” periods, and commercials were discontinued. These developments
were followed by the inauguration of English- and French-language FM
services in 1974-75 and the policy of “disaffiliation’ which replaced private
affiliates with transmitters.
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CBC radio today consists of four services, English and French mono
on the AM band and both language services in stereo on FM. The
distinctions are sometimes confused by the delivery of the English mono
service via the FM band in certain areas, and the distribution in French of a
third program stream, known as the service de base, combining daytime
programming from the French mono service and evening programming from
the French stereo service. CBC has proposed redesignating its mono and
stereo services Radio 1 and Radio 2 as a more appropriate way of
distinguishing them.

The French mono network consists of 16 CBC-owned stations, all of
which are production centres, and 169 CBC-owned rebroadcast transmitters.
[n addition, there are six privately-owned affiliates. The network covers a
broad range of interests, including music and entertainment, but concentrates
on information programming. Although it is centred in Montreal, regional
and local programming account for about 30 hours a week per station. In
addition, about seven percent of network programming is produced in the
regions, rather than at network headquarters.

The English mono network has 31 CBC-owned radio stations, 410
CBC-owned rebroadcasters and 8 privately-owned affiliates. Regional or local
programming accounts for approximately 35.5 hours per week, and about 45
percent of network programming is also originated in the regions. Like the
French mono service, the English mono network concentrates on
information, covering a wide range of general and special interests.

CBC French stereo has six CBC-owned stations and one CBC
rebroadcasters. The English stereo network has 10 CBC-owned stations and
11 CBC rebroadcasters. Both mono services operate 24 hours a day, and
concentrate on music, drama, arts, literature — in other words, cultural and
performance broadcasting — ‘interspersed with newscasts. Local or regional
programming is minimal on both stereo networks: there is none on the
French service, except station identification and program announcements,
while the English network provides only about an hour a week. Much
network programming on both services originates in regional centres,
however; on the English side, regional input totals approximately 70 percent,
including full programs and program segments.

Both the French and English mono services reach 99 percent of their
respective linguistic groups. This is somewhat misleading, however, since
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those Canadians who have access only to CBC affiliates may receive as little
as 20 percent of the network schedules. Typically, CBC private radio affiliates
carry only a limited amount of CBC network programming, largely because
of the non-commercial character of CBC radio.

The coverage of the stereo services is less extensive. The French stereo
network reaches 76 percent of French-speaking Canadians, the English
network reaches 72 percent of English-speaking Canadians. In addition, the
stereo services are available by satellite to cable companies, making French
stereo potentially available to 83 percent of French-speaking Canadians and
English stereo to 86 percent of English-speaking Canadians.

Nearly four million Canadians tune to the CBC radio networks. In the
fall of 1987, the English mono and stereo networks had a reach of 17
percent of the anglophone population, and a share of 10 percent; the French
networks had a reach of 15 percent and a share of 7.8 percent. The figures
are slightly higher in areas served by CBC stations rather than affiliates.

The radio-listening audience is fragmented, particularly in large urban
areas where numerous radio stations are available off-air. For the CBC to
obtain about 10 percent of the audience means that it is doing much better
than many private stations; in a number of markets, CBC radio shows up
fairly near the top of the ratings, and obtains a significant audience.

2.3.1 Programming on CBC Radio

All broadcasters must decide whether to seek a mass audience or
specialized segments of audience. Since all taxpayers contribute to the CBC,
there is an argument that it should serve them all. No broadcaster, however,
can be all things to all people.

While the Committee believes that the CBC must reject an elitist
approach to programming, this does not mean that the Corporation should
provide mass audience programming, based on conventional commercial
programming. Instead, the approach the CBC should take is to program to a
wide range of interests and tastes, not necessarily at the same time and
through the same programs. It is important that the CBC should recognize
that there are certain specialized interests, as well as a number of minority
groups within the population that are not adequately covered by other
broadcasters and that are, under the CBC’s legislative mandate, a particular
responsibility of the CBC.
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The CBC has, in fact, attempted to balance the varying interests of
Canadians. Generally, the AM services appeal to large audiences with
information programming of local, regional and national interest, and other
general-interest programs. But they also deal with topics of special interest to
particular listening groups, such as the agricultural community. CBC radio
does not attempt to keep the same audience for its entire program schedule;
while there are many loyal CBC listeners who listen only to CBC radio,
many others tune only to specific programs, and frequently listen to other
radio stations as well.

On the FM stereo networks, the emphasis is on cultural and
performance programming. CBC stereo provides one of the few opportunities
for listeners to hear classical music, opera, jazz, and other more specialized
kinds of music, as well as radio drama.

[n addition to the mix of popular and special-interest programming,
CBC must also balance national, local and regional programming. One of the
objectives of the “radio revolution’ in the 1970s was to enhance local and
regional programming, particularly in the “drive’” periods; the result has
been local current affairs programming that provides a distinctive alternative
to the fare offered by private broadcasters.

Radio — after the introduction of television — has developed as a
locally-oriented medium. For the CBC to be only a collection of local or
regional stations would be prohibitively expensive; moreover, it would be an
abdication of its responsibilities set out in the Broadcasting Act to “serve the
special needs of geographic regions, and actively [contribute] to the flow and
exchange of cultural and regional information and entertainment’’ and to
“contribute to the development of national unity and provide for a
continuing expression of Canadian identity.”” [Broadcasting Act, R.S.C. 1970,
chap. B-11, Section 3(g)(iii), (iv).] By the same token, the CBC should not
become just a network service, with no local programming.

The CBC radio networks have managed, in varying degrees, to achieve
a balance of regional and national programming. The mono services have
significant local or regional components, while the stereo services have opted
for network programming. In both cases, however, network programming
often originates from regional centres, either in shows being produced
outside Montreal or Toronto, or in segments of shows or concerts being
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supplied by the regions. CBC radio has been notably more successful than
CBC television in assigning production to the regions.

CBC radio also provides a national news service, with an extensive
network of regional and international correspondents and stringers. While the
capacity of the CBC to provide a Canadian perspective on international
news and events is not as fully developed as it might be, the Corporation is
far better equipped to provide that view than private Canadian broadcasters.
For francophones outside Quebec, the CBC often provides the only
French-language service available to them.

As Pierre Juneau recently told a CRTC hearing, CBC radio is “the
single most Canadian of the broadcast media’’. [Statement, 13 October 1987,
p. 7.] With the singular exception of recorded music, the programming on all
networks is overwhelmingly Canadian. Canadian broadcasters, journalists,
writers, musicians, artists and others are the backbone of CBC radio; it deals
with Canadian issues and issues of interest to Canadians, showcases Canadian
talent, and lets Canadians know what is going on across the country.

2.3.2 Availability of CBC Radio Services and Programming

While the CBC is often the subject of criticism and complaints,
attitudes to CBC radio are overwhelmingly positive. All across the country
the Committee heard support for CBC radio time and again. In fact, the
most common and pressing complaints concerned the inability of certain
areas to receive full CBC radio services. Even where groups and individuals
had specific criticisms of CBC radio, these generally took the form of
constructive criticism and suggestions, on the grounds that there is always
room for improvement. During the recent CRTC hearing into the renewal of
the CBC’s radio network licences, the Commission received 785
interventions, the overwhelming majority of which were positive.

CBC radio has not been immune to the Corporation’s budgetary
constraints. The operating budget for CBC radio in 1987-88 was $170.6
million, or about 16.3 percent of the total CBC budget, a percentage that has
been fairly stable over the past five years. Nevertheless, programming has
suffered to some extent from budget reductions and inflation-reduced
budgets, usually in the form of increased repetition, cutbacks in news
correspondents and freelancers, fewer commissioned works, and less travel
and time to prepare interviews and documentaries.
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The Task Force on Broadcasting recommended that

The main CBC radio services should at a minimum be spared any further budget
cuts, in order to allow CBC radio to function to the highest creative and technical
standards. [Recommendation 10.6, Report p. 286.]

In the autumn of 1987 the CBC board of directors approved a
corporate plan promising radio full protection from further reductions for
the next three years. The Committee endorses this decision. Elsewhere in this
report, we discuss the question of separate votes on CBC parliamentary
appropriations as another possible way of dealing with this issue.

The Task Force also recommended that:

Both English and French CBC radio services should receive sufficient funding to
allow them to proceed with completion of the Radio Affiliate Replacement Plan.
[Recommendation 10.8, Report p. 292.]

As indicated earlier, CBC radio networks were developed as a
combination of CBC and private affiliated stations. The use of affiliates
extends coverage, but also has disadvantages, as the CBC explained to the
Committee:

In the case of both the English Radio and the French Radio affiliates, they deliver
relatively few hours per week of CBC programming (no more than 25 hours a
week, or about 20 percent of the schedule, in most cases). Much of this
programming is scheduled on a delayed basis, and heard in off-peak listening
times. [CBC, written reply, Question No. 2, January 1988.]

Canadians whose only access to CBC radio is an affiliate are thus
denied the full service.

In the early 1970s the CBC instituted the Radio Affiliate Replacement
Program (RARP), under which dozens of affiliates were replaced with
transmitters. The program has been suspended owing to budgetary restraints.
To date there has been significant progress: only 9 English-language radio
affiliates and seven French-language remain. As late as 1970, CBC

English-language radio had 64 affiliates and CBC French-language radio had
thirty-five.

The principal advantage of replacing affiliates with CBC stations or
rebroadcasters is to bring listeners the entire schedule, fulfilling the
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responsibility of the CBC under the Broadcasting Act to extend service to all
parts of Canada as public funds become available. Generally speaking
rebroadcast transmitters have been established to carry the full service of the
nearest CBC owned and operated station, rather than setting up a new CBC
station which would originate programming locally. However, there are
drawbacks in addition to capital and maintenance costs. The most noteworthy
is the possible loss of audience where affiliates providing local service have
been replaced by transmitters. The CBC’s share of the national radio
audience declined under the program of “disaffiliation’” during the 1970s as
the growth in audiences for CBC stations did not completely offset losses in
audiences for affiliates. However, listeners to affiliated stations should not
perhaps be characterized necessarily as “CBC’’ listeners unless they are
listening to CBC programming. The other disadvantage of replacing affiliates
has been the listener disruption caused by the fact that FM transmitters often
were chosen as replacements because of their technically superior
performance and lower cost compared to AM transmitters.

The Committee agrees with the Task Force that the CBC should
complete the RARP, though recognizing that the erection of rebroadcast
transmitters is not a perfect solution in itself. In contrast to television,
disaffiliated private radio stations will probably not be hurt financially. The
cost of completing RARP would not be exorbitant: between $5 and $6
million, which could be appropriated over time. Replacement should be
seriously considered before any existing affiliation agreements are renewed.

Recommendation 1

The CBC should complete its program of replacing private
affiliated stations with CBC transmitters in order to help extend the
full radio service to all Canadians in accordance with the aims of
the Broadcasting Act.

The Corporation’s distinctive mono and stereo networks complement
one another. The public therefore should have access to both.

CBC stereo, including music, drama, literature and other performance
programming, is particularly important for the arts in Canada. It showcases
Canadian artists and creativity, benefits the artists and serves a significant
number of Canadians who appreciate this kind of programming, especially
those outside major urban areas who would not otherwise have access to
such a variety of cultural activities. Radio represents a much less costly
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means than television of making available the work of Canadian creators and
performers. Many of the writers, composers, performers and performing arts
companies whose work is broadcast on CBC stereo often receive assistance
through the Canada Council and similar provincial government funding
agencies.

As the CRTC explained to the Committee, regulations require the
carriage of CBC services by cable companies in certain circumstances:

The Commission, by regulation, obligates all large cable companies to carry the
CBC stereo services. Similarly, all medium to small sized cable companies in small
urban areas, who elect to carry any audio services must carry at least one English
and one French CBC radio service. In addition, the Commission encourages all
medium- to small-sized cable companies, including those in remote and
underserved areas, to carry the CBC stereo services. [CRTC written response,
January 1988, Question 3.]

The CRTC Cable Television Regulations, however, do not require that
cable operators carry the local or regional CBC mono service when both the
mono and stereo services are in the same language. Reception of CBC service
off-air on the AM band can be inadequate in built-up areas where an
electronic fog created by microwave and other broadcast signals, including
data transmission, and the presence of high-rise buildings can create
interference for local CBC transmitters. These signals could be remodulated
at cable head-ends for distribution with other signals on the FM band. As the
Task Force observed:

If carriage of CBC AM signals were assured by regulation in all areas served by
cable, quality of coverage would be greatly enhanced in densely populated areas
suffering from interference problems, and in other areas not served, or poorly
served, by the mono services using conventional transmitters. Consideration should
be given to including regional signals in such a requirement, in addition to local
signals, as defined in the regulations. [Report, p. 292.]

Cable carriage of radio signals is not, of course, a perfect solution as it
requires access to a cable connection, but it does provide a means of
ensuring that more people will be able to hear CBC radio services, at least in
their homes although not in their cars, and that reception will be clearer.

[t should also be pointed out that there are English-speaking
Canadians who would appreciate the opportunity to listen to the entire
programming offered by the French stereo network. Cable carriage of all
four CBC radio services would provide many Canadians with access to the
radio services funded by their tax dollars, without incurring the costs of new
transmitters. Accordingly, the Committee agrees with the intention of the



Task Force recommendation, but would extend it to include the four CBC
French and English radio services.

Recommendation 2

The CRTC should amend its Cable Television Regulations to
require cable systems to carry as a priority the CBC French and
English Stereo (FM) signals, as well as CBC French and English
Mono signals (AM), along with appropriate subcarriers, regardless
of whether these signals are available from a local or regional
source, or by satellite.

As already noted, the CBC stereo networks fall well short of full
coverage of either the French-speaking or English-speaking audiences. Cable
carriage is part of the answer, but has obvious limitations. Stereo extension
would be costly but obviously desirable for the unserved. The CBC does not
intend to create new stations, which would be prohibitively expensive and
not really required since nearly all the programming is network rather than
local. It plans to use landlines, conventional rebroadcast transmitters or
satellite-to-transmitter technology, which is increasingly available and reduces
distribution costs.

For English stereo, it would cost $37 million to move from the
existing 72 percent coverage to 90 percent. In the short-term, it would cost
about $10 million to increase coverage to 82 percent. Costs for the extension
of the French stereo service would be $3 million in order to cover all
communities having a francophone population of at least 40,000. At present,
only six centres receive both French radio networks: Moncton, Rimouski,
Chicoutimi, Quebec City, Montreal, and Ottawa-Hull. In all other regions,
listeners receive the “service de base’’.

The Task Force made two recommendations on the extension of stereo
services:

Funding for CBC English Radio should be sufficient to allow it to extend the
Stereo service gradually over a five-year period, with a view to ensuring as
complete a coverage pattern as is practicable, utilizing satellite technology to the
fullest possible extent. FRecommendation 10.12, p. 295.]

Funding for CBC French Radio should be sufficient to allow it to extend the
Stereo service gradually over a five-year period, with a view to dismantling the
“service de base’” as the full two-network service becomes available in each region.
[Recommendation 10.13, p. 296.]
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The Committee was reminded in its hearings across the country that
large areas are denied CBC stereo services. It is unfortunate that centres as
large as Victoria and Charlottetown are without the English stereo service,
and that other areas such as Cornerbrook, Newfoundland, parts of Nova
Scotia, and parts of southern Ontario also lack access to the full CBC
English mono and stereo services. Likewise, there are a dozen or so major
centres with a francophone population of over 40,000 that receive only the
“service de base’’. Budgetary constraints in recent years have held back
extension of CBC radio services while capital priorities were focused on
existing services. These should not be put at risk for the sake of expanding
coverage.

It is expensive to reach every last listener and make the radio services
available to everyone. As a matter of principle, however, it must be
established that the CBC has a responsibility for providing basic service as
widely as possible, including service to official language minorities. Not only
do all taxpayers pay for the CBC, but the services are extremely important to
Canadian cultural life.

The Committee believes that there is a need to extend the CBC’s
stereo services as a priority. Budget constraints may require that such
extension be carried out over a number of years, with an emphasis initially
on larger communities which are still without service. Nevertheless,
recognizing the unique programming role of these services, clear plans and
objectives must be set for both the short and long term, to extend public
access to the stereo programming services of the CBC.

Recommendation 3

The capital budgets of the CBC should be sufficient to allow the
Corporation gradually to extend the transmission of its French and
English stereo services.

The Task Force suggested that the CBC should consider syndicating
some of its material to private stations. This would give them access to a
much wider variety of Canadian current affairs, documentary and dramatic
programming than they now carry. It would also raise the public profile of
the CBC among audiences which might otherwise never tune to CBC radio;
it would give greater exposure to the creative personnel involved in the
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production of the syndicated programs; and it would be an alternative to the
use of American programs that are syndicated in Canada.

The Task Force emphasized that costs of syndication should be
recovered. It suggested distinguishing between re-use with or without
commercials, and that the CBC would have to take care not to compete
against itself.

The CBC already engages in a form of syndication outside Canada by
providing As It Happens and Sunday Morning to American Public Radio, the
publicly-funded American network, although this generates gross revenues of
only about $40,000 (U.S.) a year. Most programming provided to American,
European and other public broadcasters is through program exchange.

The CBC agreed with the syndication principle in the following reply
to the Committee:

In principle, the idea of syndicating CBC program material to Canadian private
radio stations is a sound one. This could provide new outlets and new audiences
for high-quality Canadian programming and the exposure of Canadian talent —
especially for those types of programming (eg. youth programming) for which the
CBC has not to this point succeeded in creating a wide audience on its own radio
networks. Such programming could utilize the CBC’s production and performing
skills and resources, and would be specifically designed for syndication to the
private sector. Syndication would thus become, in effect, an alternative form of
program distribution. The rate structure for such syndication activity would be
designed on a cost-recovery basis, and would be intended to maximize the income
which would flow through to Canadian creative and performing talent. [CBC
written response, January 1988, Question No. 4.]

The CBC said it had informally sounded out the private sector to
determine its interest but the response was inconclusive. The Corporation
added:

It would not, however, be appropriate for the CBC to syndicate within Canada
existing programming which is already broadcast on one or both of its own English
domestic radio networks, . . . . Syndication of this latter type would represent a form
of self-competition; it would constitute an unwarranted duplication of services, and
the audiences for such programs would simply be fragmented. [CBC written
response, January 1988, Question 4.]

This would be a major limitation on syndication.

The idea of exposing more people to CBC programs is appealing at
first glance. It is, however, unclear whether there is a market among
Canadian private broadcasters for CBC programs produced for syndication,
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or whether they are prepared to pay reasonable licence fees. The idea of
syndication may be worth exploring further. The Committee -cautions,
however, that syndication should not be pursued if it will reduce CBC
audiences or cost the Corporation money. There may be more scope for the
idea of co-production with the private sector of specially-commissioned
productions in special areas such as youth programming.

Recommendation 4

The CBC should continue investigating the possibility of supplying
a radio syndication service in Canada, but should not undertake
such a project at the expense of existing CBC audiences or budgets.

2.3.3 Role of the CBC in Music and the Arts

The CBC, like other broadcasters, makes extensive use of recorded
music in its programming schedule, particularly in the stereo services. While
music accounts for only a limited portion of the programming schedules of
the French and English mono services, it accounts for substantially more
than half of the stereo service schedules.

As indicated in subsection 2.1 above, musical selections qualify as
Canadian if they are performed by Canadians, even if neither the lyrics nor
the instrumental composition are by Canadians. The Committee believes
strongly, however, that the CBC has a special role to play not only in
encouraging the development of Canadian musical performers but also in
composition. It can be no more acceptable as a cultural policy for Canada
that all the music performed be composed by non-Canadians than it would
be if all the plays in our theatres were by foreign playwrights, or all the films
and television programs made were based on non-Canadian scripts.

The proportion of Canadian music on CBC AM stations is often not
much greater than the 30 percent required by the CRTC. In fact, there is
evidence that in the peak listening times for radio the CBC is sometimes
under the 30 percent requirement. This is unacceptable.

The CBC has a clear responsibility to develop Canadian musical talent,
and give Canadians access to it. It is extremely unlikely that listeners would
object; many would wholeheartedly approve. As a public broadcaster, the
CBC should be setting an example. The Committee cannot see why at least
half of the CBC’s popular music in all periods of the day should not qualify
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under Canadian content rules. Moreover, with its regional production
centres, the CBC has the ability to assist and promote regional talent and
performers through network exposure and inter-regional exchange.

There are more difficulties in classical music and certain other genres
such as jazz and folk owing to a dearth of Canadian recordings. But the CBC
itself has attempted to offset this by recording concerts and making its own
tapes and records.

Representatives of the music and recording industries told the
Committee of the importance of CBC radio, especially the stereo services,
and the problems encountered. Some said the CBC is not fulfilling its
mandate. The Canadian League of Composers held that the CBC is forsaking
serious contemporary and classical Canadian performers and composers.
Witnesses said Canadian composers encounter difficulties in getting their
music recorded and played. They stressed the obligation of the CBC to
commission and promote contemporary serious music.

Certainly, more is expected of the CBC than of private broadcasters in
Canadian music. The CBC should be exceeding the minimum Canadian
content requirements for all types of music. The Committee feels that there
is scope for increased cooperation between the CBC and the organizations
that support Canadian record production, MusicAction and FACTOR/CTL, as
well as the sound recording industry itself. On the French side, the CBC
appears to have done better, and has worked closely with groups such as the
Association du Disque et de I’Industrie des Spectacles du Québec (ADISQ).
We hope the CRTC will not have to prod the CBC again on this. While the
current policy of budgetary restraint may well limit the number of new
works that can be commissioned, lack of funds cannot always be an excuse.
Additional funds may be part of the solution, but first CBC programmers
must make a commitment to use music by Canadian composers and music
performed by Canadians.

Although music is the most discussed issue, other areas of performing
arts programming are also important. The CBC is an electronic window for
the kinds of activity supported by the Canada Council, provincial arts
funding agencies, and arts-supporting bodies. The report of the Task Force on
the National Arts Centre emphasized the need for dissemination of some of
the performing arts programming staged at the N.A.C.: “Television, radio,
film, video and sound recordings have provided a new dimension to the
audience/artist relationship; together they constitute electronic touring’.
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[Canada, Task Force on the National Arts Centre, Accent on Access, Report,
Ottawa, 1986, p. 16.] Groups and individuals whose artistic endeavours are
publicly supported need opportunities to reach a national audience and the
public deserves an opportunity to hear them. CBC has a special
responsibility here.

CBC radio broadcasts a certain amount of drama in both French and
English, but it is a small part of the schedule. Radio drama can be extremely
effective; compared with television the costs of production are minimal and
it provides actors and playwrights with experience and exposure.

Recommendation 5

CBC radio stations and networks should be required by the CRTC
to meet higher Canadian content requirements than private
stations in all music categories, throughout the broadcast day. The
CBC should also assist and promote regional talent and performers
through its production centres in all regions.

Recommendation 6

The CBC should pursue a more active and integrated policy of
support for both Canadian musical composition and performance,
encompassing both popular and serious music. The CBC should
work closely with Canadian composers, performers, recording
companies and support agencies to develop Canadian music.

Recommendation 7

The CBC should seek to strengthen its role in broadcasting radio
drama and other performing arts programming, as well as its news
coverage of Canadian arts activity. In its programming CBC should
better reflect and complement the support provided through other
federal and provincial cultural agencies.

2.3.4 Improved News Coverage in
Communities Without a CBC Station

CBC radio must be relevant to the needs of listeners, and this means
localized service which not only attracts listeners but is also important to
providing a balanced service and meeting regional needs. The CBC
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English-language service has proposed to enhance its local coverage in areas
not currently served by implementing a “storefront’ strategy. This is based
on the Radio Development Project’s recommendation to create a CBC-radio
“local presence’” by establishing “storefront bureaus’ in areas with
populations over 100,000. These would serve not only large urban areas with
no local CBC programming at present, (such as London and Victoria) but
also large areas or populations outside the areas of the main regional CBC
production centres.

The CBC has devised a number of storefront models, with staff sizes
ranging from one to nine, depending on local needs and conditions and the
availability of resources. The smaller storefronts would merely feed material
into the main regional station; the larger ones would be able to produce
newscasts and originate some local programming of their own. The CBC
explained to the Committee:

The purpose of a storefront radio bureau is twofold: to originate programming of
interest and relevance to an identifiable area within a CBC region, and to
contribute programming which will better reflect that area in regional and national
programming. The storefront bureau’s production for its own area generally
consists of information programming — news, information and current affairs —
concentrated primarily in the weekday morning period. The storefront bureau also
functions as a sub-regional news bureau, feeding into the regional and national
newsrooms, as well as providing support and input for other regional and national
programs, particularly in news and current affairs. The storefront bureau’s
community location increases the CBC’s visibility and accessibility to area
residents, thereby enhancing interaction and feedback. The sub-regional services
which the storefront bureau provides are not only valuable in themselves, but also
make the entire public radio service more attractive and meaningful to the people
of the area. [CBC, written response, January 1988, Question 13.]

The CBC has identified 19 areas in English-speaking Canada where it
believes the storefront strategy would be warranted. These were selected on
the basis of weighted criteria such as distinctive social and geographical
features, population, and public expectations. Capital costs have been
estimated to be about $5.4 million and production costs roughly $7.6 million
over the first five years.

At present, CBC operates two storefront production bureaus, one in
La Ronge, Saskatchewan, the other in Thompson, Manitoba. In October,
1987, the CBC announced the “British Columbia Radio Improvement Plan’’,
including storefronts, to improve and reassign CBC radio services
throughout British Columbia. Applications to implement the plan are before
the CRTC. The Plan has generated controversy, particularly in proposing to
reduce the services staff at the Prince Rupert station.
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The CBC told the Committee:

Initially, the storefront concept was seen as an incremental activity, and it remains
a high priority for implementation, as additional funds become available. In the
absence of such additional funds, it may be possible to open some new storefront
bureaus through internal redirection, thereby distributing available resources more
equitably and effectively, as is the case with the current proposals for British
Columbia. During these times of extreme financial pressure on the Corporation,
the storefront concept has had to be examined as a potential means of achieving
necessary economies, by downsizing some existing locations to storefront size, but
not redirecting all of the resulting capital and operating savings to the creation of
new storefront locations elsewhere. Up to this point, it has been possible to reject
this option, and retain the original intention of the storefront concept as a way to
extend English Radio’s journalistic presence and coverage to currently underserved
areas where it is most needed, wanted and deserved. [CBC written response,
January 1988, Question 13.]

The Committee endorses the storefront strategy but is opposed to its
development at the expense of local and regional programming now provided
on existing CBC stations. We have heard concern that smaller stations will
be phased out in favour of storefront bureaus.

The storefront strategy has been developed and applied only on the
English side of CBC radio. When asked if the French radio services of the
CBC were considering such a strategy, Mr. Jean Blais, Vice-President of the
French radio networks, answered that this type of service is not being used
“..because we do not yet have those means’’, and that “presently, the
contribution of our 14 regional stations is minimal and for the time being
there is no way that we can do more.”” [Minutes, 62:102.]

The Committee shares the opinion of the Cartel intersyndical des
employés de Radio-Canada that the CBC should increase the contributions
from the regions of Quebec on the French mono radio network, and that, as
a second priority, contributions from other regions of Canada also be
increased. In this regard, the Committee hopes that the French mono
network, in particular, will give careful consideration to a policy of regional
or local storefront operations or bureaus to enhance coverage of news and
current affairs. The need for such bureaus is obviously greater in the regions
of the province of Quebec, but we would hope that a similar policy would
be implemented eventually outside Quebec in centres where there is a
substantial French-speaking population.
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Recommendation 8

Funds for CBC radio should be sufficient to allow it to proceed
with its proposed storefront strategy, but storefront bureaus should
not be used to replace existing CBC radio stations.

2.3.5 Other Issues

The Committee heard about numerous other CBC radio issues. The
cancellation of Our Native Land on CBC English radio continues to be
criticized; it is not clear that other programming has replaced it. Children’s
programming is virtually absent from CBC radio.

As a public broadcaster providing the only national radio networks,
CBC radio will always be under scrutiny. We applaud its successes and
achievements, of which there are many. Nevertheless, in important ways that
we have described here, CBC radio should be doing more and performing
better.
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2.4 Public Radio: Provincial Services

The public sector in broadcasting involves not only the CBC, but also
provincial educational broadcasters. This is apparent particularly in
television, where provincial broadcasters are playing an increasingly
important role. Perhaps because provincial broadcasting has really developed
only in the past 15 years, there is virtually no provincial public radio in
Canada.

Provincial broadcasting accounted for two of Canada’s earliest stations,
Manitoba’s CKY in Winnipeg, licensed in 1923, and CKUA Edmonton,
originally licensed to the University of Alberta, which has been broadcasting
since 1927. Today, however, the provinces are more interested in educational
television than in radio. The only provincial radio stations licensed to a
provincial educational authority are the pioneering CKUA in Edmonton,
now part of ACCESS Alberta, with 15 rebroadcast locations; CIXX-FM in
London, which is associated with Fanshawe College; and CJRT-FM Toronto,
which was originally associated with Ryerson Polytechnical Institute. The
CJRT-FM signal is distributed by satellite throughout Ontario.

The principles and recommendations applicable to provincial
television broadcasting, which are discussed in Section 3.4, are equally
relevant to provincial radio broadcasting. There would seem to be scope for
increased use of radio by provincial educational authorities, perhaps in
conjunction with community radio stations.
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2.5 Private Radio

The policy issues in radio broadcasting in the private sector are best
understood in the light of the financial state of the industry and its current
programming practices. We will start with these factors and then examine the
recommendations of the Task Force and other issues that were brought to
our attention.

2.5.1 Recent Trends in the Industry

The recent history of private commercial radio broadcasting has been
characterized by the rapid rise in the number of FM stations, which provide
a sound quality superior to that of AM radio. In 1987 there were 143 private
FM stations, a dramatic increase from the 76 stations 10 years earlier. While
there were still twice as many private AM as FM stations in 1987 — 309
compared with 143 — their number was down from 334 in 1977.

Differentiating between the English-language and French-language
markets, private English FM increased its audience share from 30 percent in
1981 to 40 percent in 1987, while the private French FM increase was more
marked, from 26 percent in 1981 to 45 percent in 1987.

The FM share of private radio revenues (which come almost entirely
from advertising) is not as great as the listening share, since the CRTC has
imposed more advertising restraints on FM than AM. Still the FM share of
revenues has increased from less than 10 percent in 1977 to 31 percent in
1986. In 1986 the total advertising revenue of private radio was $610.0
million (of total revenues of $624.5 million), of which $419.5 million went
to AM stations and $190.5 million to FM stations. Of the total $624.5 million
revenue, private radio stations spent 31 percent, or $194.2 million, on
programming.

As Table 2.6 shows, the division of total revenues between English and
French stations in 1986 was: English $505.9 million (81 percent) and
French §$118.6 million (19 percent). By comparison, BBM data for 1986
indicate that English stations account for 76 percent of all listening to private
stations, while French stations account for 24 percent. In FM radio the
division of revenues (totalling $193.3 million) was English $147.8 million (76
percent) and French $45.5 million (24 percent). In AM radio, the division
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of total revenues of $431.2 million was English $358.1 million (83 percent)
and French $73.1 million (17 percent).

Table 2.6 Private Radio Station Revenue, ($ millions) 1986'

AM & FM AM FM

[English stations 505.9 358.1 147.8

French stations 118.6 73.1 45.5

All Stations 624.5 4312 193.3
L Including revenues from network operations.

Source: CRTC.

Although there are still many large and profitable AM stations in
Canada, the least profitable and money-losing stations are mainly AM stations
in small and mid-sized markets. Except for these stations, private
commercial radio remains a profitable business. Table 2.7 shows the
profitability of private radio stations.

The share of advertising dollars going to radio rather than other media
has declined slightly in recent years, from 10.9 percent in 1971, 10.8 percent
in 1976, 10.1 percent in 1981, to an estimated nine percent in 1986 and
1987. [Maclean-Hunter Research Bureau, A Report on Advertising Revenues
in Canada, December 1987, p. 7.] It must be noted, however, that while
radio’s share of advertising revenues may have been declining slightly, there
was still real growth in revenues, with advertising revenues in constant
dollars increasing at a compound annual rate of 5.1 percent between 1974
and 1979 and one percent from 1979 to 1986.

Radio is heavily dependent on local advertising — receiving about 75
percent of its revenue locally and only 25 per cent from national advertising.
Within the broadcasting industry, there were only slight declines in radio’s
share of the advertising dollar compared with television’s in the five-year
period 1982-87, according to Maclean-Hunter figures, which use estimates for
1987 revenue. Radio declined from 66 percent of local advertising revenue
in broadcasting to 65 percent in 1987. During the same period television ad
revenue increased to 35 percent from 34 percent. In 1987 radio received 15
percent of national advertising in broadcasting, down from 17 per cent in
1982, while television was up correspondingly.
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One of the concerns of the radio industry is the risk of losing some of
the vital flow of local advertising revenue to advertising services on cable
television. The 1986 CRTC decision to permit cable television systems to sell
advertising for the first time is seen as more of a threat to radio than to
television, since cable is drawing on the same pool of revenue as radio. The
Commission’s current policy of permitting cable advertising on
non-programming or alpha-numeric channels only restricts cable to carrying
advertisements that use still pictures and text rather than video. The
Committee has already stated in its Sixth Report its opposition to allowing
cable systems to compete directly for advertising with licensed radio and
television stations. We return to this issue below.

The chairman of the Radio Board of the Canadian Association of
Broadcasters, Elmer Hildebrand, appearing before the Committee, described
the 1980s as “very trying years for radio’’. He said:

So far the decade has been characterized by reduced revenue growth, accelerated
growth of programming costs, and reduced profit margins. The industry profit
margin is currently below five percent. Profit margins in Newfoundland, Prince
Edward Island, and Saskatchewan are in a negative position. (Minutes, 69:10)

The shift from AM to FM tuning had caused “turmoil within the
industry”’.

However, according to economic data provided to the Committee by
the CRTC, there have been some positive recent developments. Between 1985
and 1986 revenue from advertising increased by 9.7 percent while before tax
profits increased by 65.6 percent in the same period. But the average profit
margin remained low at 4.1 percent in 1986, an increase from 2.7 percent in
the previous year.

As the Task Force remarked, “To a quite remarkable degree radio is
an industry of winners and losers’. [Report, p. 398.] Table 2.7 compares
overall profitability to the different performances of those with profits and
those with losses over the years 1979 through 1986. Smaller stations were hit
hardest. During the period French FM stations did exceptionally well, while
French AM stations did very poorly, especially during the latter part of the
period. Until 1984, English AM stations actually did better, on average, than
English FM stations.
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Table 2.7 Profitability of Private Radio Stations, 1979-1986'

1979 1980 1981 1982 1983 1984 1985 1986
Number of reporting
units' 361 374 384 396 394 437 446 453
Total revenue
($ millions) 355.4 396.3 4458 475.7 489.7 559.3 580.4 624.5
Profit before tax
($ millions) 44.8 48.0 51.5 36.7 19.7 239 15.4 ¥
Profit as percent of
revenue 12.6 121 11.6 el 4.0 43 2:7 4.1
Number of units
showing losses 111 137 148 185 173 176 193 188
Total revenue of units
with losses ($ millions) 522 79.3 102.3 159.9 150.5 167.1 192.0 192.5
Total losses of units
with losses ($ millions) (13.9) (15.5) (23.0) (41.6) (38.9) (45.1) (47.3) (50.9)
Number of units
showing profits 250 237 236 211 221 261 253 265
Total revenue of units
with profits ($ millions) 303.2 317.0 343.5 315.8 339.2 392.2 388.4 432
Total profit of units
with profits ($ millions) 58.6 63.6 74.5 78.2 58.6 69.0 62.7 76.4

1. Generally, a declaring unit is described as a radio station in operation. However, some units include two or three stations, filing combined financial reports.
Each network constitutes a different reporting unit; in 1986, the 453 reporting units account for 457 operating stations and seven networks.

Source: CRTC.



The Committee acknowledges that private radio is going through a
difficult period of transition to which policy and regulation should be
responsive. Notwithstanding these recent changes, we are impressed by
audience loyalty to radio broadcasting. We believe private radio will continue
to be a profitable enterprise, able to fulfil public responsibilities in return
for the use of publicly-owned radio frequencies.

2.5.2 Programming

Except for music, programming on private radio stations is more local
in origin than programming on television or on CBC radio. Local news,
weather and sports, and discussion of local issues help give private radio
stations strong appeal in their home communities. Public service
announcements, which amount to free commercials for non-profit causes and
services, are a useful contribution made by local stations, constituting a type
of community billboard.

Partly because of regulatory history, the use of network and syndicated
material by English-language private radio is limited — a point to which we
will return in the recommendations below. French-language private radio is
a different story, being dominated by two major networks, Télémedia and
Radiomutuel, with a third created recently by the purchase of nine stations
by COGECO Inc. Regional groupings exist alongside the networks. Networks
offer their members access to news, public affairs, sports and other specialty
programs they could not produce at the same level of quality and would not
otherwise be able to obtain in the French language.

2.5.3 Review of Task Force ProposalS

The Committee finds itself in broad agreement with the Task Force
conclusion that “the CRTC’s general approach and objectives relating to
private radio broadcasting make sense’’. However, we will propose some
changes to take account of developments since the Task Force reported and
to reflect points made at our hearings and deliberations. Evidence given at
our hearings makes it clear that radio broadcasters themselves are in broad
agreement with these proposals, or have no strenuous objections, although
there are exceptions in particular cases. The Committee recommends
elsewhere in this report that CRTC resources be increased to provide for the
stronger research capability that will be essential to implement the policies
we are proposing.
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The essential goal is to maintain a distinctive, varied and Canadian
private radio broadcasting system. Therefore, we would leave unchanged the
first recommendation of the Task Force on private radio.

Recommendation 9

Continued federal regulation of radio is necessary to ensure
diversity, and to promote the use of Canadian creative and
journalistic resources. Regulatory tools should be flexible and —
through conditions of licence — appropriate to the resources and
operating environment of each licensed radio station and network.

In reviewing the position of the Task Force that the present
differentiation in regulation between AM and FM should be retained, the
Committee considered whether the advent of AM stereo might reverse the
steady deterioration of the position of AM stations. Expert witnesses
indicated, however, that it would be five to 10 years before any widespread
use of AM stero could be expected. It is a matter of radio stations adopting
stereo transmission and of radio manufacturers promoting the sale of stereo
receivers. There is no need for CRTC permission to broadcast in stereo,
which is simply an improvement of transmission on existing frequency
allocations.

The Task Force recommended that a “wait and see’” stance be adopted
on the issue of maintaining separate regulatory approaches to AM and FM
radio. The Committee agrees that this remains an appropriate approach.
However, we consider it necessary now to go beyond this position and
anticipate how the CRTC ought to approach the elimination of the AM/FM
distinction, should the Commission decide in the future that it is appropriate
to regulate both AM and FM stations on the same basis.

Recommendation 10

The present differentiation between AM and FM should be
maintained, with close monitoring of the evolution of both
services. The status of AM radio in particular should be reviewed
periodically. If in the future the CRTC moves to a common policy
for AM and FM, there should be no reduction in the diversity of
radio programming.
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The Committee shares the concern of the Task Force that musical
classification and format requirements must not become too rigid and
detailed. The broadcaster must have some leaway to adapt to changing tastes.
The issue is a difficult one because competition often tends not to produce
variety but to draw radio stations in the same locality into matching one
another in attempting to provide the most popular type of programming.
Thus, if the musical categories to which the stations belong are not
appreciably different from one another, the stations’ natural tendency to
attract the largest audience will tend to overcome the policy objective of
providing listeners with as great a variety of choice as possible.

In adopting the four broad musical groups, the CRTC has already
taken a step toward flexibility. It must remain alert to both the need to move
with the times as musical styles and tastes evolve, and the need to make
effective provision for diversity.

Recommendation 11

The practice of licensing FM stations to broadcast music mainly
from only one of a number of musical groups should be
maintained for cultural diversity, since it gives FM stations a
distinctive sound from one another and from AM stations. But the
practice should be flexible enough to reflect the evolution of music
and listeners’ tastes.

The system of formats established by the CRTC — gramophone,
rolling, mosaic, and foreground — is also a useful way of challenging FM
stations to be enterprising and to present some material that is more than
background. If some requirement is not made for foreground programming,
broadcasters might be irresistibly tempted to provide almost nothing but the
cheapest form of programming — recorded music. Broadcasters themselves
are not averse to being saved from this temptation, just so long as all are
saved together and there are no evaders. It is worth noting that there is no
“spoken word’’ format requirement as the Task Force thought, but that
spoken word content is needed in many types of foreground programming.

After reviewing the matter, we agree that format requirements should
not be too detailed or rigid.
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Recommendation 12

The CRTC should drop blanket foreground-format requirements
on FM radio, but continue to require foreground programming
through conditions of licence tailored to local circumstances. A
reasonable share of available resources and air time, consistent with
maintaining high quality, should be committed by each FM
broadcaster to foreground programming.

The Task Force also made a general recommendation, applying to
both AM and FM stations, to the effect that CRTC regulation and
supervision should take more account of market conditions and problems in
each broadcaster’s community. The Committee concurs.

Recommendation 13

The CRTC should use conditions of licence to allow broadcasters
to offer a service better tailored to their communities, taking into
consideration the size of the station, the characteristics of the
audience, and the kind of radio services provided.

The use of network and syndicated material has been suggested as a
means of assisting the smaller radio stations to face the financial problems of
program production mentioned above and to enrich the programming of all
stations. Networking has been one of the most sensitive issues in broadcasting
since the beginning of public control, because Canada risked losing its
broadcasting system to foreign programming if Canadian stations became
affiliated to American networks. Later, it was felt that private Canadian
networks would lead to wasteful duplication of the national networks
established by the CBC and thereby undermine the system.

The CRTC, from which a licence is required for networking, has taken
a more positive attitude in recent years and has also allowed greater use of
syndicated material. As noted above, French-language broadcasters make
extensive use of networks to enrich their programming and to gain access to
programs in French. While insisting on the private radio station’s primary
responsibility to serve local audiences, the CRTC regards network
programming as a means of increasing the quality and range of programs
available to Canadians, decreasing programming costs and improving station
viability.
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There remains, of course, the possibility that, in the absence of
effective and properly enforced CRTC policies related to the use of
syndicated programming and the operation of private radio networks, a
substantial increase in the use of foreign (mainly American) radio
programming could occur. Such always has the commercial advantage of
being available very cheaply. Nevertheless, program syndication and
networking also present an opportunity to strengthen Canadian radio
broadcasting through providing better quality domestic programming. To a
significant degree, this potential is linked to the availability through Telesat
Canada of a national satellite delivery service providing high quality sound
transmission.

The Committee believes that it is both desirable and important to
expand the use of syndicated and network programming. However, it is
essential that the CRTC establish policies that will strengthen, rather than
weaken, the Canadian programming available to listeners. We note that the
CRTC initiated a review of its networking and syndication policies in 1986,
and is expected to announce a new policy in the near future.

Recommendation 14

Networks should be encouraged as long as they are Canadian
networks. Restrictions will be required to protect Canadian content
in network programming, to ensure that network programs do not
encroach excessively on local programming, and to ensure that
radio networks operate in a way consistent with achieving the
objectives proposed for the broadcasting system. CRTC policies
affecting syndicated programming should also be designed both to
encourage the development and use of Canadian-originated
material and to prevent excessive reliance on syndicated foreign
programming.

Like the Task Force, the Committee believes the Canadian content
requirement for music on AM stations should be retained at 30 percent, and
that the differing percentages for the various music groups on FM should be
retained. Indeed, Committee members would like to increase Canadian
content requirements but recognize that it would be necessary first to
increase the production of Canadian records.
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Recommendation 15

The existing Canadian content requirements for non-CBC radio
broadcasters should at least be maintained, including the 30 per
cent quota for AM licensees. The requirement that Canadian
content be evenly spaced during the programming day rather than
tucked away in low-listening periods should be firmly applied.

The production of sound recordings in Canada is critical to the
fulfilment of Canadian content requirements. In turn, the playing of
Canadian records on radio is critical to their success in the marketplace. The
interdependence of the recording and radio industries is reflected in two
organizations created by broadcasters to stimulate Canadian record
production. On the English-language side, a group of broadcasters, in
co-operation with Canadian recording companies, created the Foundation to
Assist Canadian Talent on Records (FACTOR) in 1982 and in 1985 it joined
forces with the Canadian Talent Library (CTL) to form FACTOR/CTL. Their
counterpart organization, formed shortly afterward by French-language
broacasters, is MusicAction. In addition to being supported by the
broadcasters, FACTOR/CTL and MusicAction are aided by the government’s
Sound Recording Development Program. From an annual total of $5 million,
the program provides $3.7 million to FACTOR/CTL and MusicAction.

The Committee agrees with the Task Force recommendation that the
CRTC should more systematically require private radio broadcasters to
support FACTOR/CTL and MusicAction as a condition of licence. In the last
year, broadcasters contributed $700,000 to FACTOR/CTL and $269,000 to
MusicAction. However, we believe that two related issues must be considered
at the same time. First, contributions to the record-production agencies
should not relieve the broadcaster of the obligation to promote local
performing talent. Second, FACTOR/CTL and MusicAction cannot be
expected to support production of non-commercial recordings of classical
music or specialty music such as jazz or ethnic music.

The fear was expressed at Committee hearings that broadcasters would
be less inclined to support local talent once they had met their requirement
to contribute to the recording industry through FACTOR/CTL or

MusicAction. Committee members feel it is extremely important to ensure
that this does not occur.
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The issue of additional support for classical and other specialty record
production is more a matter for cultural policy. The Committee agrees that
the organizations supported directly by the broadcasters will inevitably focus
on supporting mainstream records that most broadcasters can play in order
to fulfil their Canadian content requirements in mainstream types of music.
We believe, however, that there is a need for a broadening of government
sound recording policy to include greater provision for minority types of
music, rather than relying entirely on CBC record production in these
categories. Just as assistance to poets and authors is complemented by
assistance to publishers, so too should aid to musicians and composers be
complemented by aid to the recording of their works. This would benefit
broadcasting by encouraging the playing of Canadian records in minority
types of music. It could permit Canadian content quotas to be raised as
production of records increased in currently underserved categories.

The Committee notes that in a written response the CRTC expressed
its agreement that minority interest music requires more support than it
currently receives, noting the link between the limited supply of Canadian
recordings in minority interest categories and the Commission’s application
of lower Canadian content requirements. The CRTC did not believe it would
be fair to expect private broadcasters to play the major role in developing
speciality music, a view which the Committee shares.

Recommendation 16

Public policy should continue to support the work of
FACTOR/CTL and MusicAction, which should continue to be
controlled by boards representing the radio and sound recording
industries. The CRTC should use conditions of licence to require
more adequate funding of these organizations, in line with the
individual stations’ ability to pay. At the same time, the CRTC
should balance this requirement with the continuing obligation of
stations to devote resources to the presentation of local talent. The
Government  should implement measures to expand sound
recording policy to include greater assistance to minority types of
music.

At time of writing, the CRTC had still to review the lowering of the
French-language quota for vocal music on francophone radio stations from
65 percent to 55 percent for two years, ending March 1988. The impact on
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the recording industry, the creative and performing artists, and the listening
public will be assessed. The Task Force recommendation to restore the 65
percent quota will also be before the Commission.

Commenting on the Task Force recommendation, the Association
canadienne de la radio et de la télévision de langue frangaise (ACRTF) stated:

Recommendations regarding quotas as arbitary as these should not even be
considered by the members of this Parliamentary Committee and existing
regulatory measures which separate French-language broadcasters from
English-language broadcasters and which impose stricter and more costly
requirements on the former should be abolished. [ACRTF Submission to the
Standing Committee, p.5 (translation).]

The Association du disque et de l’industrie des spectacles du Québec
(ADISQ), on the other hand, held that:

The CRTC must reintroduce the requirement whereby 65 percent of the musical
selections broadcast by French-language radio stations must be in French. This
standard should apply without exception to AM and FM stations alike.

The minimum 65 percent standard should be incorporated into the Radio
Regulations. Radio stations would thus be required by regulation, rather than by
their conditions of licence, to comply without exception to this standard.

Lastly, the Regulations should specify clearly that French-language music
selections must be scheduled in a reasonable manner throughout the broadcast day.
It should be noted that the Radio Regulations, 1986 already contain such a
requirement for all AM stations in respect of the 30 percent Canadian content
quota. [ADISQ Submission to the Standing Committee, p. 8 (translation).]

The Committee is of the opinion that the CRTC should remain
flexible in its approach until it determines whether the support programs and
other factors have enabled the recording industry to produce sufficient
records in all categories of music to support the 65 percent rule. It would be
premature to incorporate the minimum requirement into the Radio
Regulations. The CRTC should, instead, immediately establish a requirement
to schedule French vocal selections evenly throughout the broadcast day and
should ensure compliance. Further, the Commission should reintroduce the
65 percent requirement as soon as possible.

Recommendation 17

As soon as possible, the CRTC should return to the 65 percent
French vocal music requirement for French-language radio
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stations. In the meantime, the Commission should require stations
to apply the interim 55 percent requirement in all periods of the
broadcast day, including peak listening time.

Taking into account the financial difficulties of some groups of radio
stations, the Task Force suggested an easing of advertising restrictions. As
noted earlier, the CRTC has removed restrictions on advertising on AM
radio. Those favouring the move believe that competition among stations for
listeners, and the reluctance of sponsors to having their messages lost amid a
clutter of commercials, will serve to control excessive advertising. The CRTC
will be addressing such issues at public hearings to be held after the
elimination of the limit has been in effect for two years; that is, in the fall of
1988. Rather than make recommendations at this time, the Committee
believes it most appropriate to let the review take its course. Particular
attention should be paid to the impact of the change on the financially
weaker stations it was intended to assist.

In the case of FM stations, the advertising incentive to produce more
foreground programming was made conditional on the use of the resulting
revenues to support Canadian musical talent or increase the use of Canadian
syndicated or networked programs. The CRTC intends to check on whether
licensees are fulfilling these commitments at the time of licence renewal.
Here again, the Committee supports the intent of the Commission and
considers it inappropriate to comment further until the policy has been in
effect long enough for its impact to be examined.

As we noted above, many private radio broadcasters are concerned
about the incursions that could be made into local advertising — on which
radio is particularly dependent — by advertising permitted by the CRTC on
non-programming services on cable television. We believe the CRTC should
monitor developments to see whether such fears are justified and then hold a
public review of this policy. This is not an arbitrary matter of favouring
radio stations over cable licensees. While revenues of radio stations are
directly linked to supporting local programming and stimulating Canadian
talent, the advertising revenues of cable are not. It was for this reason that
the Committee recommended in its sixth report that cable licensees not be
allowed to compete directly for advertising with licensed radio or television
broadcasters.
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Recommendation 18

The CRTC should monitor the impact on radio station advertising
revenue of cable advertising or home shopping services permitted
by the Commission as non-programming services. It should make
provision for a public review of this policy after it has been in
place long enough for its impact to be examined.

Although only a fraction of cable subscribers use cable for radio
reception, the Committee welcomes the CRTC decision to require the
carriage of local AM, as well as FM, stations on cable, as recommended by
the Task Force. The Committee also agrees with the Task Force that cable
should not be allowed to import American FM stations and subcarriers,
except public broadcasters.

During its hearings, the Committee raised the issue of cable carriage of
radio with CRTC Chairman André Bureau. He said “the audience that
comes from the cable system ... is so minimal that it is not possible even to
measure it”’. [Minutes, 72:27.] The policy change which we propose would
therefore not be disruptive at this time, but it could be important to the
future development of diverse and varied Canadian radio broadcasting
services. To the extent that Canada’s own broadcasting services provide the
“varied and comprehensive’’ programming called for in the Broadcasting Act,
the importation of non-Canadian stations will not be necessary.

Canadian broadcasters have pointed out to us that it is unfair to allow
cable to bring in American stations, since they are not subject to the
Canadian content and format requirements imposed on Canadian stations.
Apparently one of the main reasons for importing American FM radio
services is that they are permitted to carry continuous music — “elevator
music’’, as it is sometimes called — while the Canadian stations are subject
to the foreground format rules, which involve a certain amount of
spoken-word programming. The Committee’s recommendation that blanket
format requirements be dropped in favour of conditions of licence tailored to
local circumstances should serve to reduce this problem. We note that the
Canadian Association of Broadcasters favours allowing cable systems to carry
distant Canadian radio signals to the extent that they add diversity to the
local market and that there is already a wide variety of programming
available from Canadian broadcasters.
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Recommendation 19

With the exception of public broadcasters, the carriage of
American radio stations on Canadian cable services should be
prohibited. Carriage of distant Canadian radio stations should be
permitted to the extent that they complement the programming
available from local broadcasters.

For the CRTC to be able to check on whether stations are living up to
regulations and conditions of licence, broadcasters are required to keep logs
of everything they put on the air. The Commission no longer requires logs to
be sent to it, but stations must have them on hand for spot checking.

The Committee found that it is widely thought that much of the
information logged is not necessary to monitor whether stations are in
compliance with CRTC requirements. It therefore agrees with the Task Force
that logging requirements should be simplified.

Recommendation 20

The CRTC should simplify the form of logs it requires radio
stations to keep, concentrating on the information required to
ensure compliance with the regulations and with licence
conditions.

The Committee has been pleased to note that the CRTC has been
taking a tougher attitude toward stations that fail to live up to their
commitments, mainly by renewing licences for only 12 or 18 months in
those cases. In its Sixth Report, the Committee recommended that the CRTC
also be empowered to levy fines on defaulters.

The Committee is aware that the approach we propose may require
some additional expenditure by the CRTC, particularly in making greater use
of tailor-made conditions of licence. This flexibility is desirable both to
permit the Commission to be lenient in cases of financial hardship and to
ensure that the many highly profitable radio stations make a contribution
commensurate with their capabilities in return for their use of a scarce
public resource, the airwaves. The CRTC’s additional financial requirements
will not be great and should be acceptable in view of the fact that the
Commission generates substantially more revenue than it spends.
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2.6 Community Radio

2.6.1 Introduction

The Task Force saw community broadcasting as a way in which our
system had developed a capacity to meet needs which were not, and could
not be, adequately addressed by the public and private elements of the
system. For Task Force members, community broadcasting was evolving into
a “forum of community expression and a primary means of access to the
broadcasting system for ethnic cultural and minority groups’. [Report, p.
501.] The Task Force recommended that the broadcasting system should be
recognized as comprising not-for-profit community elements as well as the
“public and private elements’’ already acknowledged in the Broadcasting Act.
[Recommendation No. 19.1, Report, p. 502.]

In our Sixth Report we recommended that the Broadcasting Act
expressly recognize the community element of the system, and that it provide
a definition of this form of broadcasting along with appropriate objectives
and principles for its operation. [Recommendations 3 & 4, Sixth Report,
36:105.] Our conception of the community sector is that it is a public service
component of the system and not a business; and that its essential functions
are to meet local needs which are not met by either public or private
broadcasters. Community broadcasting should operate on a not-for-profit
basis and should in its programming perform the role of providing access to
Canadians who would not otherwise be adequately reflected in radio and
television programming.

We agree with the Task Force that community broadcasting is
instrumental in providing for unmet needs. However, we emphasize the
diversity of services which community broadcasting offers. In some small
communities it may be the only local service and provide a vehicle for
social, economic, and cultural development within the community. In urban
centres it may give a voice to aboriginal or multicultural groups and official
language minorities, as well as providing its audience with local music, arts
or public affairs programs which, for various reasons, are seldom produced
in the mainstream media.

We think it important to emphasize this point, both in relation to the
problem of defining the role of the community sector, and also as a warning
against too narrow a definition. Certainly, community broadcasting can
accommodate pressures which build up among those whom the mainstream
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does not serve adequately; and as a result community broadcasting may be
closely linked to meeting the needs of minority groups. However, this does
not eliminate the obligations of mainstream broadcasting towards these
groups. While community broadcasting may be an important instrument for
meeting the specific needs of minorities, it is not an alternative to reflecting
minorities in mainstream broadcasting services.

In this Report we examine radio and television broadcasting separately.
Accordingly, community radio stations are discussed in the following
sections, and television programming in Chapter 3. However, one important
issue is common to them both and should be mentioned here. Very little
information is available about community broadcasting. Listening or viewing
data are not collected on a regular or systematic basis. There is no reliable
information about the expenditures which cable operators make for the
community channel. There have been no thorough descriptive or evaluative
studies of the community sector as a whole. This lack of information has
affected our analysis and recommendations in this area.

As the Task Force points out, several types of community radio
stations have been established in response to a variety of needs. About 100
stations throughout the North broadcast to native peoples in their own
language. The Quebec government has actively encouraged the development
of community broadcasting throughout Quebec, and there are now more
than 20 stations operating in that province. Student radio exists on a number
of campuses, serving as a training ground for students in communications.
These stations also help involve the university in the community, and they
may offer an alternative to conventional broadcasting which is much
appreciated by the community. There are two non-student community
stations outside Quebec, one in Vancouver and one in Kitchener. One of our
witnesses, the Community Radio Society of Saskatoon, is trying to establish
a station to replace the university station, which has discontinued operations.

[In September, 1987 the Department of the Secretary of State
announced a new federal government program to establish community radio
stations in minority official-language communities. Plans are already
underway for stations in French language communities in New Brunswick,
Nova Scotia, Manitoba and Ontario.

A number of issues arise in connection with broadcasting to native
communities which are unique to that area. For this reason we deal with
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some aspects of native community radio broadcasting in a separate section.
[See Chapter 7.]

2.6.2 Public Funding of Community Stations

There are several programs through which the federal government
provides funds to the community sector, including both special purpose
programs and general programs which have broader applications. The
Northern Native Broadcast Access Program (NNBAP), administered by the
Secretary of State, was set up in 1983 to encourage the production of
native-language radio and television programs. We have already referred to
the Secretary of State program to establish radio stations in minority
official-language communities, developed as part of the government’s
commitment to support English and French linguistic minority communities,
in accordance with policies set out in the proposed official languages act.

The NNBAP, which was initially a five-year program, is now being
funded on a permanent basis. It is dealt with in greater detail in Chapter 7 of
this Report. The program directed towards official-language minorities is
designed to provide $3.5 million in capital grants and $2.1 million in start-up
funds for new radio stations over the next five years. Stations are expected to
be able to operate without significant government help after that.

In addition, those who work in the community sector may have access
to assistance through federal employment training or summer student
programs operated by the Employment and Immigration Department. The
effect of such support is to subsidize operating costs by covering part of a
community station’s payroll. The funding provided through employment
programs is, of course, short term and is not especially designed to address
the problems faced by the community sector. With this exception, the federal
government is not involved at present in funding the operating cost of
community radio stations. Instead, it provides start-up funding and support
through NNBAP toward the costs of program production.

Unlike the federal government, the Quebec government does provide
on-going operating support to community radio. Assistance takes the form of
operating grants, and the provision of technical advice and expertise. In
general, provincial government funding has accounted for about 20 percent
of the total operating costs of community stations in Quebec, and now totals
$1.3 million annually.
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The Task Force thought it necessary to coordinate those government
programs which affect community broadcasting. It recommended that the
federal government establish a “focal point”” in the Department of
Communications to do this. As part of the same recommendation, the Task
Force proposed that federal and provincial governments should consult on
how best to establish a more adequate financial base for community
broadcasting. [Recommendation No. 19.8, Report, p. 505.]

With respect to government funding for the community sector, we
think it important to note that communities of different sizes differ
substantially in their ability to support a radio station, and in the expenses
they incur. One of our witnesses, the Vancouver Co-operative Radio, has
existed for 12 years without any federal or provincial funding. The City of
Vancouver contributes three percent of its budget; but the bulk of the
Co-op’s revenue comes from membership fees and advertising. The Co-op has
four-and-one-half staff positions, 300 regular volunteers and an annual
operating budget of about $190,000.

Witnesses from the Association des radiodiffuseurs communautaires du
Québec (ARCQ) pointed out that stations in cities could count on between
150 and 200 volunteers a week, but only perhaps 25 to 40 in less populated
areas. Members of the Association employ between five and eight people;
however, they feel that ideally a station should have 12 staff positions.
Accordingly, they estimate the costs of running a station at between $250,000
and $300,000 per year. As a result the Association believes that its members
need ongoing funding from both levels of government. We note, however,
that applicants for the Secretary of State official-language minorities program
expect to be self-financing in five years — a position which seems in
contradiction to that taken by the ARCQ.

In the case of campus radio, such stations are largely funded through
the university itself and are staffed almost wholly by volunteers. They provide
valuable training and experience for students.

One of the suggestions made by ARCQ was that other sources of
support, such as the consulting services made available to small businesses
through the Federal Business Development Bank might be opened to
community radio stations. Access to job training programs for people
working in community stations was also seen as potentially important.
Witnesses from ARCQ noted that some people trained by community radio




stations have in fact gone on to work in public or private stations. The
Committee sees some merit in this proposal that community broadcasters
have greater access to programs of support which exist primarily for small
business.

Overall, the Committee is not convinced that the legitimate financial
needs of community stations are well understood. However, we appreciate
that community radio is a relatively inexpensive way of responding to the
broadcasting needs of Canadians, particularly by comparison with television.
We also recognize that federal, provincial, territorial and local governments
may all have a role to play in assisting the community sector, although the
relative roles of each are not defined at present and may vary depending on
the type of community station involved. Certainly this Committee agrees with
the Task Force that there should be consultation among the federal,
provincial and territorial governments on all issues related to the
development of community broadcasting.

At present the Committee does not see a need to establish a focal
point within the Department of Communications, as the Task Force
recommended, for co-ordinating funding programs and policies for the
community sector. In rejecting this proposal, however, we wish to be clear
that this does not mean that such an initiative should not be taken at some
time in the future. Rather, based on the testimony we believe there is no
strong or united view being expressed that such a change is necessary; nor
does the limited information now available provide a basis for supporting
this proposal.

Recommendation 21

At this time no action should be taken to establish a focal point
in the Department of Communications for the co-ordination of
funding, grants and programs related to community broadcasting.
Consideration should, however, be given to providing community
broadcasting with greater access to appropriate federal training and
more general support programs, including those intended primarily
for small business. Further study should be done on the
appropriate level and nature of federal assistance to community
radio, and discussions should take place with the provincial and
territorial governments concerning the relative roles of each level
of government.
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2.6.3 Access to Advertising and Other Revenues

A significant portion of a station’s budget may come from advertising.
According to ARCQ advertising makes up from 35 percent to 50 percent of
member stations’ total revenues.

The important issue here is the affect that competition with the private
sector may have on both community stations and private broadcasters. Our
first concern is that community stations retain their character as a distinct
local service and not become just another private broadcaster. We know from
recent CRTC decisions that the pressure to disregard conditions of licence
and promises of performance is great. The Commission has stated that it will
“get tough’ with stations who persistently disregard regulations. In 1987 it
did in fact refuse to renew the licences of four community stations. We can
only applaud the Commission’s determination to enforce its policies in this
area. We hope that it will continue to do so. In addition we do not want
stations that receive public funds to compete directly with broadcasters whose
only source of funding is advertising revenue. However, we know that in
many cases stations can tap commercial revenue without harmful effect. We
think the present CRTC advertising policy strikes an acceptable balance.

Recommendation 22

The Committee supports the existing CRTC policy with respect to
advertising on community radio. The Committee encourages the
Commission in its efforts to enforce its overall policy for the
development of community radio.

2.6.4 Access to Community Radio

The second recommendation of the Task Force affecting community
radio was directed to the CRTC. It proposed that the licences of all
community broadcasters should recognize the need of fair access for various
ethnic, cultural, interest and opinion groups. [Recommendation 19.6, Report,
p. 504.] We support this recommendation. Because our witnesses raised this
issue principally in connection with television, we leave our discussion to
that chapter.
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2.7 Sound Recording and Syndicated Programming

2.7.1 Introduction

No thorough report on broadcasting in Canada can neglect the
interdependent relationship between radio and the sound recording industry.
With few exceptions, recorded music accounts for at least half of the
programming aired on Canadian radio stations. Syndicated radio
programming is also used to a degree. In both cases if a substantial amount
of the material used on Canadian radio is to be Canadian, then there must
be Canadian companies that are able to finance the production of such
material and to promote and distribute it effectively.

Both the work done by the Task Force and the Committee’s
consultations make it clear that there are significant problems that inhibit the
production of pre-recorded material for use on radio. These problems need
to be addressed.

2.7.2 Canadian Sound Recordings

In the case of sound recordings there is an obvious and substantial gap
between the financial strength of the Canadian-controlled private radio
industry, with annual revenues in excess of $600 million, and the domestic
sound recording companies, whose revenues are just over $60 million.
Nevertheless, in the sound recording industry Canadian-controlled companies
produce three quarters of the new Canadian records being generated,
although they account for only 16 percent of the revenue.

The 30 percent Canadian content musical quota for AM radio, and the
variable quota levels for FM, make radio stations dependent on the supply
of Canadian recordings. Radio stations are concerned not just that there are
enough Canadian recordings available to allow them to meet the quota, but
that these records should be receiving effective promotion, good distribution
in retail outlets, and enough exposure for the artists and songs through
concerts, interviews, media coverage and reviews. In other words, the radio
stations want the record companies to play their role in ensuring that
Canadian performers, composers and songwriters whose work is being played
on the radio are popular with the public. The successful development of

Canadian music requires both strong broadcasters and a strong sound
recording industry.

k| A



Generally, radio broadcasters have not opposed the Canadian content
requirements established by the CRTC. In fact, most private broadcasters
have been supportive; what really matters for radio stations is that the
records they play, wherever they come from, fit their music format and are
appreciated by their target audience.

When the Canadian content quota for radio was implemented in 1971
it was expected that a blossoming of Canadian recording and record sales
would result. However, while there was a marked increase in the number of
Canadian records being produced, this did not result in a proportionate
increase in the sale of such recordings. At present, while most radio stations
are required to play Canadian records 30 percent of the time, only 12
percent of record sales are of Canadian recordings. There are a number of
reasons for this. First, there was a natural tendency on the part of the
broadcasters to use a few well-established Canadian performers to meet a
substantial part of their Canadian content requirement. Second, although
there were direct support programs and tax incentives in place to support
Canadian film and video production, and Canadian publishing, there was no
such assistance available to the recording industry until the Sound Recording
Development Program was established in 1986. Finally, the marketing
campaigns undertaken on behalf of Canadian records were more limited than
they should have been and reduced the availability of Canadian recordings
in retail outlets.

In the period when a new artist’s career could be launched by
producing two or three successful “singles’ before releasing an album, the
production costs involved were relatively low. However, since the early 1970s
increasing emphasis has been placed on producing albums, with a
corresponding increase in costs. During the 1970s, a significant number of
independent Canadian record companies did develop, largely as a result of
the Canadian content requirement. Although their success in selling
Canadian records did not necessarily reflect the level of Canadian content on
radio, significant progress was made, with many individual recordings
achieving remarkable sales.

The 1980s have, however, been a period of considerable difficulty for
the record industry in Canada and worldwide. In constant dollars, the
revenue earned from record sales in Canada dropped from $376 million in
1979 to $217 million in 1982 and revenues have been relatively flat since
1982. This decline in overall industry revenues has had a particularly adverse
impact on the ability of Canadian record companies to finance Canadian
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production. Two other factors have added to that difficulty: the continuing
escalation in production costs and the increasing consolidation of control
over record distribution. For mainstream music, part of the cost escalation
has come from the pressure to produce a music video as well as a sound
recording in order to promote new records effectively.

While it goes beyond the scope of the Committee’s Report to propose
a specific policy for that purpose, we believe that there is a need for an
overall strategy for the development of the Canadian-controlled sector of the
sound recording industry in Canada and for an effective strategy for the
production and marketing of Canadian sound recordings. While the Sound
Recording Development Program, FACTOR/CTL and MusicAction represent
important first steps, other complementary policy initiatives are also
necessary.

In Chapter 2 we expressed support for the existing Canadian content
requirements for radio. We also expressed our support for the assistance
being provided to originating new Canadian recordings, and our view that
minority categories of Canadian music also require assistance. However, we
are also convinced that there is a need for an integrated development strategy
for both the French- and English-language sectors of the recording industry.

Recommendation 23

An integrated strategy should be established for the financing and
development of Canadian-controlled sound recording companies as
a more effective vehicle for the production, distribution and
marketing of recordings by Canadian song writers, composers and
performers.

2.7.3 Syndicated Radio Programming

While the Committee heard from trade associations representing the
English- and French-language sound recording industries, we heard relatively
little from Canadian producers of syndicated programming. Perhaps this
simply reflects the limited amount of such production being done.
Nevertheless, in its Vancouver - hearings the Committee did hear from a
company, Drew Marketing Ltd., which is active as an independent producer
of syndicated Canadian programming.

The company’s President, Dick Drew, noted that:
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..audience surveys consistently prove that the majority of Canadians, and young
Canadians in particular, prefer to listen to commercial radio stations. Therefore,
it’s critical that Canadian content programs be produced for broadcast on Canada’s
commercial radio stations. [Brief, June 18, 1987, p. 3.]

Arguing that independent producers were a potentially important
source of Canadian programming, Mr. Drew stated that “At present there are
no funds and no Canadian program requirements’’. While he is correct in
noting that Telefilm Canada Broadcast Fund is in fact a television fund and
not open to radio producers, we note that — although the resources available
are mainly for recorded music — the Sound Recording Development
Program, established by the Government in 1986, does include some
assistance for the production of syndicated Canadian programming. However,
the CRTC’s Canadian content requirements apply only to music
programming. In large measure this has reflected the fact that the “talk’ part
of radio programming is seen as largely local and, by definition, Canadian.
However, this is changing as the use of syndicated and networked
programming expands. The Committee has therefore recommended that there
be overall Canadian content requirements for radio netwoks and that CRTC
policies affecting syndicated programming be designed both to encourage the
development and use of syndicated Canadian material and to discourage
excessive use of syndicated foreign material.

The Committee believes that the recommendation it has made will
help to create a stronger market for syndicated Canadian radio programs.
However, there seems to be good reason to reexamine the access that
independent producers of radio programming have to financial assistance, by
comparison with film and video producers.

Recommendation 24

In developing policies to strengthen Canadian content on radio,
careful attention should be given to measures which would
stimulate the development and use of syndicated programming
originated in Canada and which could contribute to achieving the
programming objectives contained in the Broadcasting Act.
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2.8 Impact of Technology

The technological future of radio as well as television is under study
by the Canadian Advanced Broadcasting Systems Committee, which brings
together representatives of government and the broadcasting industry to make
recommendations on the introduction of advanced broadcasting services.

Many AM radio stations have already begun broadcasting in stereo and
the trend has been given impetus by the adoption of the C-QUAM
(Motorola) standard in Canada. But it is expected to be five to seven years
before AM stereo is commonplace, and the CBC is delaying conversion
owing to budgetary constraints. [Broadcaster magazine, March 1988, pp. 5,
11-12.] Many new automobiles are now equipped with radios with AM stereo
reception. This should encourage more stations to convert to stereo
transmission, a relatively inexpensive operation, after which they can be
received by both ordinary AM receivers and AM stereo receivers. Further
conversion of stations and a major marketing effort will be needed to create
consumer demand and assure that receivers in future provide for AM stereo
as well as ordinary AM and FM reception. Incorporating stereo reception in
a receiver adds almost nothing to the manufacturer’s cost.

Many broadcasters are convinced that AM stereo sound is so close to
FM sound that AM stereo stations would no longer be at a disadvantage. At
the same time, however, there is some concern that both FM and AM stereo
may lose listeners to compact disc players and — when they come — digital
tape recorders, because of their higher sound quality. Experts are thus
looking for ways to improve over-the-air transmission, including refinement
of receivers. It has been estimated that it would take 10 to 15 years to reach
the point where all receivers were manufactured to higher standards,
enabling the desired changes in transmission standards. Meanwhile, a
constant effort must be made to clear the air of the “electronic haze’’ caused

by the myriad sources of possible interference in today’s electronic
environment.

Digital radio transmission, which would give CD quality reception, is
also being examined. Experts are considering the possibility of making room
for a group of such radio channels in the ultra high frequency (UHF) band,
possibly in connection with supplying augmentation channels to
accommodate high definition television transmission [see section 3.11, below].
One possibility would be to put digital radio channels in the band now
occupied by aeronautical navigation systems if those are all moved to
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microwave.  Another  possibility  for  digital radio would be
direct-broadcast-satellite (DBS) regional or national services to radios with
dish antennas. Owing to the large footprint of the satellite, DBS is not
suitable for local radio services.

There are also, of course, opportunities for delivering radio services by
cable, whether taken off the air or from satellites. But receiver-mobility, one
of the «chief attractions of radio, argues for over-the-air or
direct-from-satellite transmission. One way or another, the popularity of
radio and its constant drive for better sound means that it will be making
demands for advanced technology and more bandwidth on the higher reaches
of the spectrum in the years to come.

£i80 -




3.0 CANADIAN TELEVISION

3.1 Introduction

The development of television broadcasting in Canada since 1952 has
been quite different from that of radio. In the early days of radio no public
policy was in place and broadcasting began in the private sector, with an
extraordinary dominance of foreign programming. It was only later that
experience led to the creation of a public radio service and a licensing and
regulatory policy based on explicit legislative provisions. When television
began, however, the Canadian Broadcasting Corporation already existed, as
did a regulatory process based on legislative objectives for radio which had
not changed fundamentally since the 1930s. In addition, there had been a
public inquiry in advance to examine the way that television should develop.

In its 1951 Report, the Massey Commission recognized the challenges
Canada would face with the advent of television if it was determined to
establish a strong Canadian presence in the new medium. Television was
expected to be ten times more costly than radio; it was also expected to be a
very attractive medium commercially. The Massey Commission recommended
that the CBC proceed with plans for national coverage and the production
of Canadian programs, and that no private stations be licensed until the CBC
had national television programs available. Commercial realities, the Massey
Commission warned, would mean that “The pressure on uncontrolled private
television operators to become mere channels for American commercial
material will be almost irresistible’’. [Canada, Royal Commission on National
Development in the Arts, Letters, and Sciences, (Massey Commission)
Report, Ottawa: King’s Printer, 1951, p. 283.]

Since Canadian television began in 1952 there has been a constant
struggle to develop a Canadian broadcasting system which can provide a
substantial proportion of well-funded Canadian programs. Every study since
Massey has recognized the need for the government of Canada to play an
active role if that purpose is to be achieved.

While television began in Canada in the public sector, since the 1950s
the balance has continued to shift steadily toward the private sector. As Table
3.1 below indicates, of the 136 television stations in Canada, just 28 are now
owned and operated by the CBC, while 89 are private stations. Most of the
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private stations are licensed by the CRTC to operate as affiliates of either
French or English language networks. Of the 69 private English stations, 26
are affiliated to the public CBC network, 28 to the private CTV network,
while the remaining 16 are independent stations with no network affiliation.
In French-language television there are 19 private stations, of which 10 are
affiliated to the TVA network, four to the Quatre Saisons network (which
was licensed in 1986), and five to the French network of CBC. Six of the
TVA affiliates are also affiliates of a fourth French network, Pathonic, which H
was created in the fall of 1986. H

Table 3.1 Originating Television Stations by Language \
and Network Affiliation, 31 March 1988'

Network English  French Native? Ethnic Total
CBC owned 16 12 - - 28
CBC affiliate 26 5 6 - 37
Independent 13 -- — 13 14
TVA affiliate -- 10 L = 10
CTV affiliate 28 -- -- - 28
Quatre Saisons - 4 - - 4
Community 4 2 4 i 10
Educational* 1 1 e X 2
TV Ontario 1 - - - 1
Radio-Québec -- 1 2k & 1
Global I - = as |

Total 90 35 10 1 136

Note: ! This table includes only television stations that originate some of their programming locall
(originating station). It does not include stations that only rebroadcast the programming of
another station (rebroadcasting station).

There are six CBC affiliates and four independent stations that are licensed to originate

some native language programs.

3 There is only one independent ethnic station: CFMT-TV Toronto. An ethnic station is defined
as a station that is licensed by the Commission to devote at least 60 percent of its broadcast week
to ethnic programs.

There is one French-language educational station in Montreal, CFTU-TV. There is also one
licensed eduational station in Calgary to ACCESS (NCS 037-TV) but is not yet in operation.

Source: CRTC.

2

4
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The private sector is also the dominant component of Canadian
television broadcasting in its revenues, with total revenues of just over $1
billion in 1986, including both stations and networks. Of this total,
English-language private television had revenues of $834 million, while
private French-language stations and networks had revenues of $174.7
million. By comparison the CBC’s TV budget for its fiscal year 1986-87 was
$337.5 million for the English network and stations and $232.4 million for
the French.

What is missing from this brief description of conventional, off-air
broadcasting in Canada is the presence of the three major commercial U.S.
television networks in Canada, and the public broadcasting service, PBS
(usually referred to as the “3+1’’). Available since the late 1940s — prior to
the establishment of Canadian stations — in communities close to the U.S.
border, the signals of the commercial networks are now imported by cable
companies into Canada and carried on almost every cable television system,
along with PBS and a number of independent American stations. This
arrangement has had important consequences for Canadian television stations
and networks, particularly in the private sector, which depend for a
substantial share of their revenue on exhibiting the same programs that are
carried on the American networks. The essential point is that the
broadcasting system in Canada really has three components: the
French-language Canadian stations and networks, the English-language
Canadian stations and networks, and the American stations and networks
which extend into Canada.

Beginning in 1982 the CRTC also licensed a number of new national
television networks distributed by satellite-to-cable rather than linking local
off-air stations as conventional networks do. The Canadian pay and specialty
networks of this type, and the number of households they reach are shown
in Table 3.2. The most popular, The Sports Network and MuchMusic, reach
just over 1.2 million, or roughly 13 percent of Canadian households. The
Commission has also permitted the delivery of a substantial number of
complementary U.S. satellite-to-cable networks; the subscription levels to the
most popular of these services are shown below.
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Table 3.2 Number of Subscribers to Canadian and U.S. Pay and Specialty
Programming Services, December, 1987

No. of H holds Reach
Canadian Movie Channels Nt i i - i

First Choice 509,561
Superchannel 188,658
Super Ecran 156,246
Canadian Specialty Services
Much Music 1,230,489
The Sports Network 1,282,122
Telelatino 138,147
Cathay 10,025
Chinavision 10,679
U.S. Services
Arts and Entertainment 671,647
The Nashville Network 622,304
Cable News Network (CNN) 684,334
CNN Headline 342,110
Financial News 333,670
Country Music 266,905
The Learning Channel 127,094

Source: Canadian Cable Television Association (Mediastats Inc.).

The importance of pay and specialty services within Canadian
television will increase substantially, however, when the new services licensed
by the CRTC in November 1987 begin operation and the new regulations
governing their carriage come into effect. Carriage on basic service could
bring English-language specialty services to approximately 5 million cable
households, and French services to roughly 1 million households.

The largest share of television viewing in Canada is accounted for by
conventional private Canadian networks and their affiliated off-air stations.
As Table 3.3 indicates, the CTV, TVA and Quatre Saisons networks and their
affiliated stations accounted for a third of all television viewing in 1986
(33.4%), followed by the CBC’s English and French networks and their
affiliates, which accounted for just over one quarter (25.8%). Viewing of all
American stations and networks was next, representing 22.9 percent.
Independent Canadian stations, which have increased their share of viewing
substantially over the past decade, account for 13 percent. The provincial
educational television services which exist in just four of the provinces have
2.5 percent of viewers, while the pay and specialty services account for two
percent.
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Table 3.3 Audience Share Trends by Station Group Fall 1976--Fall 1986 (percent)

Station Groups 1976 | 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
English-language
CBC 202 19.8 20.7 19.8 18.1 16.0 171 173 17.4 16.8 16.5
Owned 113 112 117 11.4 103 9.5 10.4 10.7 10.7 10.5 104
Affiliates 89 8.6 9.0 8.4 78 6.5 6.7 6.6 6.6 6.3 61
CTV 25.1 25.2 24.8 25.6 23.1 26.7 259 25.5 229 23.0 21.0
Independents! 89 95 9.6 93 113 11.7 114 132 12.8 115 13.0
Pay television e e % = s - - = 13 15 17
TVO/KNOW 0.4 0.4 0.5 0.6 0.6 0.8 0.8 1.0 0.9 1.0 11
United States 2.1 22 226 227 245 239 246 24.0 237 236 229
Total 76.7 7.1 782 78.0 o py 79.0 79.6 80.9 79.0 71.4 76.1
French-language
CBC 118 11.0 10.3 99 83 8.4 9.1 9.0 9.1 92 93
Owned 75 6.9 7.0 6.5 56 5.7 5.8 6.3 6.4 6.6 6.6
Affiliates 43 4.1 33 34 2.7 27 33 2.7 27 26 2.7
TVA 113 11.6 11.2 11.7 133 119 10.5 83 10.3 11.5 113
Quatre Saisons - - -- - - - - - - - LT
Radio-Québec 0.2 0.3 0.3 0.4 0.6 0.6 0.7 0.9 1.1 12 14
Pay television -- -- -- -- .- -- - -- 0.2 Q03 0.3
TVFQ - o o # 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Others? = - = EY: LR aa - 0.8 0.3 03 03
Total 233 229 21.8 22.0 223 21.0 204 19.1 21.0 226 239
All Stations 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

! Includes House of Commons and Global
2 Includes House of Commons. In Fall 1983 CHAU was also included.

-- Not on air

# Less than 0.05 percent
Source: CBC Research (BBM)




At the heart of the rationale for the involvement of the Canadian
government in broadcasting has been the high cost of financing domestic
television programming. In its Report the Task Force on Broadcasting
incorporated information on the extent of financing being made available for
Canadian programming by the CBC and private broadcasters. The data
which were gathered in a special survey for the Task Force are set out in
summary form in Table 3.4 below. These data show our dependence on the
CBC for Canadian programming. The CBC accounted for 60 percent of all
expenditures on Canadian programming in English, and 76 percent in
French. In entertainment and the arts the CBC accounted for 73 percent of
expenditures in English and 68 percent in French. Nevertheless, private
broadcasters committed substantial funding to Canadian programming,
particularly in the area of news and information in English and
entertainment in French.

Table 3.4 Canadian Programming Expenditures for CBC and
Private Broadcasters, 1985

Private
CBC Broadcasting Total
$ % $ % $ %
millions |of total |millions | of total | millions | of total

English Stations
News and information 185.2 55 11512 45 336.4 59.8
Sports 30.7 49 324 Sl 63.1 k2
Children’s 14.2 88 1.9 12 16.1 29
Entertainment, Arts, etc.| 106.4 73 40.3 27 146.7 26.1
Total 336.6 60 | 2259 40 562.5 100.0

French Stations
News and Information 99.5 T 30.0 23 129.5 48.1

Sports 2155 88 29 12 244 9.1
Children’s 13.1 99 .1 1 132 49
Entertainment, Arts,etc| 69.5 68 328 32 102.3 38.0
Total 203.6 76 65.8 24 269.4 100.0

Source: Report of the Task Force on Broadcasting Policy, p. 437.

The significance of the figures in this table can best be understood by
bearing in mind that in English-language programming a single hour of
drama may easily cost $500,000, and in the United States costs may run
much higher. Hourly production budgets in French are substantially lower,
but the increasingly competitive market is creating pressure to raise them.
Production costs, however, vary greatly with news and information and sports
programming being far less expensive than drama. As a result, the schedules
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of English-language broadcasters in particular have tended to provide
Canadian news, information and sports programs and non-Canadian largely
(American) entertainment programs.

The extent to which Canadian broadcasters carry foreign programs is
reflected in the $165 million they spent on them in 1985. Most of these
expenditures were accounted for by private English-language broadcasters
who spent $133 million on foreign programs, mainly for entertainment
programming ($121 million), most of it from the United States. Since first
run United States programming can be purchased for between five and 10
percent of its production budget, and syndicated programming for even less,
Canadian broadcasters can show expensive programs at a fraction of cost.

The programming categories which account for most of the funds
committed to Canadian programming are not, particularly in
English-language broadcasting, those which account for most television
viewing. In fact, as Table 3.5 indicates, most television viewing is of drama
and entertainment.

Table 3.5 Television Viewing by Type of Program
6 a.m.-- 2 a.m. (All Day) 1986 Calendar Year

English Television French Television
(%) (%)
News 12 11
Public Affairs 8 10
Sports 10 i
Drama 48 42
Variety-Music-Quiz 18 26
Other 4 4

Source: CBC (A.C. Neilsen)

Audience focus on dramatic programs is even more marked in the
heaviest viewing period from 7 p.m. to 11 p.m., when 63 percent of viewing
in English and 59 percent in French television is of drama. However, in the
drama category less than five percent of the programming available is
Canadian, particularly in English television. This is not surprising, of course,
given the extent of expenditures on such programs.
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In English television, the patterns of program availability and viewing
are set out in Table 3.6 for the calender year 1985, the most recent full
broadcast year for which such data are available.

Table 3.6 Availability and Viewing of Canadian Programs in
English-language Television
6 a.m. -- 2 a.m. (All Day) 1985 Calendar Year

Canadian Programs Viewing of
Available Canadian Programs
(%) (%)
All Programs 29 29
News 45 90
Public Affairs 51 65
Sports 51 64
Drama 4 3
Variety-Music-Quiz 30 2t

Source: CBC Research (A.C. Neilsen).

[In the case of French television the patterns of program availability
and viewing differ significantly.

Table 3.7 Availability and Viewing of Canadian Programs in
French-language Television
6 a.m. -- 2 a.m. (All Day) 1985 Calendar Year

Canadian Programs Viewing of
Available Canadian Programs
(%) (%)
All Programs 59 65
News 02 100
Public Affairs 82 97
Sports 94 94
Drama 13 22
Variety - Music - Quiz 67 83

Source: CBC Research (A.C. Neilsen).
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These figures indicate two major differences between English and
French-language broadcasting: first, that in French most (59%) of the
available programming is of Canadian origin, while in English, most of the
available programs (71%) are of foreign origin. The second significant
difference is the great popularity of Canadian drama programming available
in French.

Table 3.8 indicates for each category of station in French and English
the extent to which the programming viewed is of foreign origin. The key
factor in the difference between French and English television is the
presence of the American stations and networks on English TV, carrying
almost exclusively American programming. However, it is also true, as Table
3.8 indicates, that in the evening viewing hours (7:00 p.m. to 11:00 p.m.) 77
percent of the programming being shown by private English-language
Canadian stations is of foreign origin, and that programming accounts for
about 78 percent of viewing. As the table indicates the CBC’s owned and
operated stations perform best both in making Canadian programming
available and in attracting audiences to that Canadian programming, followed
by CBC'’s private affiliates and the private French-language stations.

Table 3.8 Availability and Viewing Share of Foreign Programs
(Monday to Sunday, Calendar 1985)

Availability (%) Viewing (%)

6am-2am | 7pm-1lpm | 6am-2am | 7pm-11pm

French-language Television
French Canadian

stations and TVFQ 41 44 35 41
French Canadian
stations only 36 40 35 41
CBC owned 33 24 27 26
CBC affiliate 39 30 36 29
TVA 41 . 39 54
Other! 49 59 36 41
English-language Television
English Canadian
and American stations 71 77 71 78
English Canadian
stations only 48 59 58 67
CBC owned 41 21 36 28
CBC affiliate 46 38 54 48
CTV 48 74 62 79
Others? 54 75 72 84
Notes:

! Includes Radio-Québec, TVFQ and Pay-TV.

2 Includes Global, independent stations, TVO, The Knowledge Network and Pay-TV.
Source: CBC Research (A.C. Nielsen)
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One of the major changes in the Canadian broadcasting system over
the past 20 years is the rapid increase in subscription to cable television.
While only 21 percent of Canadian households subscribed in 1970, that
figure had increased to 54 percent by 1980, and to 67 percent by 1987.

The cabling of Canada, which was driven largely by cable’s ability to
deliver clear signals from the U.S., has important policy implications. First,
those Canadians with cable are less likely to watch Canadian stations and
networks and, therefore, less likely to watch Canadian programming. While
among anglophone viewers, American stations account for just 23 percent of
television viewing in homes without cable, they account for 36.5 percent of
viewing in homes with cable. Second, francophone Canadians who subscribe
to cable are somewhat less likely to watch French-language programming. In
1986, francophones without cable spent 87.7 percent of their viewing time
watching French-language stations, while those with cable spent 76.6 percent
of their time watching French-language television. Figure 3.1 provides a
more detailed indication of the impact of cable on Canadian television
viewing.
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Figure 3.1 Viewing Patterns of Anglophone and Francophone Audiences
with and without Cable Television--1986 Calendar Year
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Developing and implementing cable TV policies that reflect Canadian
broadcasting objectives has been one of the central challenges for the CRTC
over the past two decades. The Committee’s Sixth Report presented legislative
proposals which would provide a clearer basis for CRTC regulation of cable
television (Recommendations 48 through 62). In the Committee’s Fifth
Report we also recognized the potential for Canada to begin to benefit to a
greater degree from the strength of the cable industry through the
development of Canadian satellite-to-cable networks. In this chapter and in
Chapters 4, 5, 6 and 8 we look further at issues related to the regulation of
the cable industry and the development of satellite-to-cable networks.

One of the benefits of the development of cable television in Canada
has been the provision of commuity access channels, although they attract a
barely measurable proportion of overall viewing time. These are in effect
closed circuit television services which the CRTC has required cable
companies to offer as part of the basic service provided to subscribers.

Community television differs from community radio in that it does
not operate through independent stations. Instead, community programming
is the responsibility of cable operators. Most cable systems are required to
provide a community channel, and all are expected to encourage the
development of community expression as their circumstances allow.
Unfortunately, as with community radio, very little information is available
on the nature of the programming produced by community channels, the
viewer frequency, or the extent of support community groups actually receive
from cable operators. This situation may be changing. Two recent
independent surveys have included some viewing data on the community
channel. The Canadian Cable Television Association has recently done its
own survey of the community channel. As well, the Regroupement des
organismes communautaires de communications du Québec commissioned
an independent study to obtain more information about its audience. Results
of these studies were released in February 1988.

The remainder of this chapter reviews and assesses existing
broadcasting policies affecting the various components of television
broadcasting in Canada, beginning with an overview of current CRTC
licensing and regulatory policy. The Committee’s review reflects a recognition
of the enormous imbalance that now exists between Canadian and foreign
television programs. No developed country in the world is so dominated by
foreign television programs, nor is there any country in which the television
broadcasting market is so fragmented. As the Task Force noted, Canadians in
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many cities have more opportunity to see American television programs
then people in the United States itself, largely because in Canada they are
shown on both the imported U.S. channels and on Canadian stations and
networks. The current situation in Canadian television broadcasting is far
from that envisioned by Parliament in 1968 when it established objectives for
the system in the Broadcasting Act.

Clearly, there is no single solution. Through the 1980s, however, the
problems have increasingly been recognized. Policy initiatives taken in 1983
— particularly the creation of the Canadian Broadcast Program Development
Fund — represented an important initiative to begin to resolve those
problems. There is still a need for further change, but the existing strengths
of the system must be kept in mind and built upon.

In assessing policy alternatives in this report the Committee has tried
to be realistic about the substantial cost of producing high quality programs,
particularly in entertainment and the arts. We have also kept in mind both
the limitations that result from excessive market fragmentation and the
consequent need to develop policies that will draw on all available sources of
financing to support Canadian programming. It is necessary to concentrate
these resources so that Canadian programming will be produced with
competitive budgets. In this chapter we review the role of each component of
television broadcasting in Canada, looking at the contributions that each
part of the system can and should make toward achieving the legislative
objectives we suggest for a new broadcasting act.
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3.2 Licensing and Regulation

To ensure that the objectives of the Broadcasting Act are carried out
in television the CRTC has three policy instruments: licensing, regulations,
and conditions of licence. Frequently the licensing power of the CRTC is
overlooked, but it must be remembered that the power to issue or withhold a
licence is extremely important because it determines the structure of the
Canadian broadcasting system, which in turn determines what is possible for
the system to accomplish.

3.2.1 Licensing of Canadian Stations and Networks

The Commission creates the structure of the system in both official
languages locally, regionally and nationally by deciding how many stations to
license, which ones to license, whether to license them as independents or
affiliates of networks, how many conventional networks to license (such as
CTV in English and TVA in French), how many satellite-to-cable networks
to license as specialty services or movie channels, and so on. For example,
the Commission has fostered different structures in English and French
television, favouring new independent station licensees in English but
licensing only affiliate stations of a second private network (Quatre Saisons)
in French.

The Commission’s licensing decisions also affect the balance between
the public and private sectors. For example, the licensing of provincial
educational television services introduced a new public element into the
system. Greater variety was introduced in the public sector in the provinces
where such services exist. On the other hand, the decision not to license the
CBC to supply second networks in English and French restrained the growth
of the public sector at that time.

One of the major structural changes of recent times came in 1987
with the licensing of a number of new specialty services on basic cable, and
the authorization of other services to move to the basic service from a
discretionary tier. This decision will bring about a modest increase in
monthly basic cable subscription rates when the services begin in September
of 1988 but will greatly increase program choice.

Only time will tell how this addition to the structure of broadcasting
will affect over-the-air broadcasters. The CRTC, which stressed its concern
with safeguarding the health of existing services, said it was:
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..satisfied that, because of the narrowcast nature of their programming, these
specialty services will not have an undue adverse impact on the revenues and
programming costs of conventional broadcasters and will not cause a significant
degree of audience fragmentation. [More Canadian Programming Choices, CRTC
Decisions on Canadian Specialty and Pay Television Services, 30 November 1987,
p. 62, 63.]

An additional important structural development in the licensing
decisions of recent years has been the new emphasis on broadcasting
experience and financial strength, with less concern about ownership
concentration. We examine this aspect of licensing policy in Chapter 8 of
this Report.

One of the key structural issues in broadcasting is the balance between
expanding the range of broadcasting services and avoiding a level of
fragmentation of viewing and revenues that will make it impossible to
provide high quality programming and an adequate range of Canadian
programming. A directly related issue is the balance that should be struck
between local stations and regional or national networks.

3.2.2 Regulation of Cable Systems, TV Networks and Stations

The CRTC also sets regulations for particular categories of licensees,
such as television stations, conventional networks, broadcasting receiving
undertakings (cable), and so on. In television, two sets of regulations are
particularly important: first, those that apply to cable and other distribution
systems; and second, the regulations for TV stations and networks.

The CRTC’s Cable Television Regulations are as important in
~determining the structure of television broadcasting in Canada as decisions
on station and network licensing. Local cable systems are now the main
delivery vehicle for television, and the cable regulations determine what
services they must or may carry. This includes establishing the priority to be
given to the carriage of CBC stations, provincial broadcasting services and
private stations licensed to serve a particular local or regional population. It
also involves determining to what extent and on what basis television stations
not licensed to serve a particular community, including both distant or
non-local Canadian stations and American stations, may be carried on the
local cable system. Finally, the regulations determine which satellite
networks, including Canadian and non-Canadian movie channels, specialty
services or superstations may be carried, as well as requiring that all Class 1
and Class 2 cable systems, unless exempted by condition of licence, provide a
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community programming channel. In the case of the specialty and movie
channels the Commission has the authority to regulate the price structure
and to decide whether such services are carried on basic cable or a
discretionary tier.

Because satellite and cable retransmission of television services has not
been covered by copyright law, the CRTC has had to decide on the extent of
protection to be given Canadian stations and networks that have purchased
broadcast rights. It is, of course, only because this copyright exemption exists
that the issue of carriage of distant Canadian stations and U.S. stations arises.
This has made CRTC policies on cable carriage far more important than they
would have been if copyright protection for program suppliers and
broadcasters had been extended to cable and satellite retransmission.
Normally, copyright owners grant the exclusive right to broadcast their works
to specific television stations in specific markets, and are restrained by the
agreement from offering that right to any other broadcaster in the market.

One of the most troubling problems presented by cable television has been the
fact that through the importation of distant signals, it upsets this carefully
constructed market differentiation. Programs that were originally licensed for
broadcast by a station in one market are microwaved or delivered by satellite to a
cable system in a distant market, where the programs might have already been sold
on an exclusive basis to a station in that market. [Peter S. Grant, “Free Trade and
Retransmission of Program Signals: New Developments in Program Rights
Payments and Protection in Canada,” Presentation to the Law Society of Upper

Canada Conference on Canadian Communications Law and Policy, 25 March
1988.]

Under the free trade agreement with the United States, Canada has
agreed to follow the practice of most countries and provide for “equitable
and non-discriminatory remuneration’ for retransmission of distant signals.
As Mr. Grant points out, however, it would be impractical to negotiate
remuneration in respect of every program on a retransmitted station’s
schedule. Instead, a fair and equitable royalty is to be paid for retransmission.

This limitation means that the issue as to which distant broadcast signals can or
cannot be carried by cable television systems remains squarely in the hands of the
regulator. Thus local television stations will still need to turn to the CRTC ... to
protect the integrity of their use of programs in the local market and to minimize
fragmentation of audiences and revenues. Nothing in the Act rolls back the clock
on this question. [Grant, Retransmission.]

The CRTC will be able to continue applying the “simultaneous
program substitution’’ rule, under which the local broadcast of a TV network
program and its accompanying commercials must be substituted for an
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imported signal of the same program if the local broadcaster requests it. Or
the Commission may take other measures to protect local stations in respect
of program rights. These matters are further examined in Chapter 8 on
copyright law in broadcasting.

As the Committee underlined in its Sixth Report,

..nothing is more important to broadcasting policy than the principles and
regulations governing the channels that cable television and other distribution
undertakings are required or permitted to carry. For cable television, these
regulations represent obligations that are parallel in their importance to the
Canadian content requirements that apply to individual licensed broadcasters. It is
the combination of the Canadian content obligations applying to individual
broadcasters and the carriage priority and other carriage rules applicable to cable
that determines whether the Canadian programming objectives set out in
broadcasting policy can be met. [Sixth Report, 36:77.]

In Recommendations 57 and 58 of the Sixth Report, the Committee
urged that the CRTC continue to have power to set cable carriage priorities,
and that the broadcasting act require it to give first priority to public-sector
Canadian services, followed by private Canadian services. It was also
recommended that in French-speaking areas priority be given to cable
services in French.

In reviewing the main provisions of the 1986 Cable Television
Regulations, as amended by the 1987 specialty services decisions, it is
apparent that these regulations and the general television regulations reflect
the change in the CRTC’s emphasis from regulation to conditions of licence.

CABLE TELEVISION REGULATIONS

Cable operators may only distribute programming services required or
authorized by the CRTC. The operators must own and operate: (a) their own
headends (facilities where programming is received); (b) the amplifiers
(required at intervals to bring the signal back up to strength); and (c) the
subscriber dropwires (the lengths.of cable that actually come into residences,
usually from telephone poles).

Programming services are defined as sound and visual content designed
to inform or entertain, while the term non-programming services is used for
alphanumeric service, which consists of print, graphics, still images and
sound. Operators do not need authorization for non-programming services,
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but are required to give programming services priority and must not
cross-subsidize non-programming services from subscriber fees.

In its cable regulations the CRTC establishes three categories of cable
licensees: Class 1 systems are those with 6,000 or more subscribers, while
Class 2 systems have fewer than 6,000. Notwithstanding this distinction a
separate category exists for all systems, essentially those in remote and
underserved areas, where the signals of two or fewer licensed television
stations are available off-air. These are referred to as Part III licensees. While
there are some differences in the regulation of Class 1 and 2 systems, the
main provisions are the same. In the case of Part IIl licenses, however, the
regulatory requirements are substantially different. The following text
describes the major provisions which apply to Class 1 and 2 systems, looking
primarily at the Commission’s current policy on the carriage by cable of
Canadian and non-Canadian television services.

Cable operators must devote a greater number of TV channels to
Canadian than to non-Canadian television services, although the Canadian
services do contain a measure of American content. As mentioned above,
local TV stations can protect their rights by requiring their signal to be
substituted for imported signals of the same program on local cable.

The priorities for carriage on basic cable — that is, the service for
which a flat monthly fee is charged — are the following TV services: local
CBC, provincial educational, all other local, regional CBC, other regional,
CBC by satellite or microwave relay and community service. There are then
a large number of authorized services that cable systems may deliver without
specific application to the CRTC, once the priority carriage requirements
have been met. The regulations authorize distribution of U.S. stations
generally available over the air, except that there must not be duplication of
networks and no station which began operation after January 1, 1985 may be
carried. Otherwise, cable systems may offer what is known as the “three
plus one’’: stations providing each of the three major U.S. commercial
networks (ABC, CBS, and NBC) and a non-commercial network (PBS). The
priority rules for cable carriage of radio broadcasting have already been
noted in Chapter 2 on radio.

Subsequent to the Commission’s decisions of November 30, 1987 on
the licensing of Canadian specialty and pay television services, a number of
changes were proposed to establish carriage requirements for cable. Since
these new services will reach viewers almost entirely through their carriage
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on cable, these changes to the cable regulations were an essential part of the
CRTC decision. The key provision in the new regulations is that, unless
exempted through a specific condition of licence, all Class 1 or 2 cable
systems which choose to offer the newly licensed Canadian specialty services
must offer them as part of their basic service.

In the new regulations cable systems are divided into two categories —
those serving primarily francophone communities and all other licensed
cable systems. Cable systems serving mainly francophone communities are
required to carry the newly licensed French-language specialty services
(Canal Famille, Météo Média, Musique Plus, Réseau des Sports and TV-5) on
basic service, if they choose to carry them. Class 1 licensees in francophone
areas are required until August, 1991 to carry all of the licensed
French-language specialty services if they carry any of them. Systems serving
primarily francophone subcribers may also choose to carry one or more of
the English-language specialty services and will be expected to carry them on
basic service unless the specialty service originator agrees to their carriage
on a discretionary basis.

The Committee has expressed its agreement already with the policy of
giving priority to the carriage of French-language services in cable systems
which serve primarily French-language audiences. As a result, this aspect of
the Commission’s new cable regulations for specialty services is one which
we strongly support in principle.

In other cable systems the Commission has required that those that
decide to carry the newly licensed English-language specialty services must
carry them on basic. This policy will apply to YTV, Vision TV, MétéoMédia,
and the CBC News and Information channel. In the case of the
English-language specialty services which had been licensed in 1983 as
discretionary services — The Sports Network (TSN) and MuchMusic — these
cable systems will now be required to carry such services as part of their
basic service unless the licensees consent to their continued carriage on a
discretionary basis. The same policy will apply to the carriage of the new
French-language specialty services in these systems.

Since the CRTC is required under the Broadcasting Act to regulate the
whole of the broadcasting system in order to achieve the goals set in the
Act, it must also establish policies governing the carriage of discretionary
television services on cable. With the November, 1987 decision to permit the
carriage of TSN and MuchMusic on basic and to license a new
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English-language pay television service, The Family Channel, the CRTC
amended its policies related to discretionary services. The Commission
continues to require that any service licensed as a pay television service —
including First Choice, Super Channel, Super Ecran and The Family
Channel — be carried only as a discretionary service and not on basic. In
addition, the ethnic specialty services, Chinavision and Telelatino may only
be carried on a discretionary basis, as well as any distant television stations
not included in the Commission’s list of eligible satellite services.

In the case of non-Canadian television signals, the Commission permits
licensees to allocate up to eight channels for the distribution of
non-Canadian satellite services as discretionary services. This is in addition to
the non-Canadian channels which can be carried on basic service as set out
above. Licensees may carry on these channels independent U.S. stations or
duplicate network signals (CBS, NBC, ABC and PBS). Alternatively, ttey
may select from the following list of U.S. specialty networks:

Cable News Network (CNN)

CNN Headline News (CNN-2)

The Nashville Network (TNN)

The Arts and Entertainment Network (A&E)
Financial News Networks (FNN)

The Weather Channel (TWC)

Biznet

Country Music Television

Cable Satellite Public Affairs Network (C-Span)
The Silent Network

AP Newscable

Dow Jones Cable News

Reuters News View

UPI Data Cable

The Learning Channel

Tempo Television

The selection of these channels is based on the requirement that they
provide programming complementary to that offered on licensed Canadian
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pay and specialty services. In addition to the restriction that not more than
eight channels of such programming be offered, the regulations are also
designed to some extent to encourage carriage of Canadian pay and specialty
services. While increased carriage of some Canadian services will be
encouraged, concerns have been expressed over an increased presence of
American channels. Five channels of U.S. programming can be carried for
each Canadian pay service carried, while two U.S. channels can be carried
for each Canadian specialty channel offered. Licensees are not permitted to
offer a tier (or package) of services that includes only U.S. signals.

In these recently revised regulations the Commission changed its
earlier policy of not permitting the carriage of U.S. superstations — that is
the signals of local U.S. TV stations which are being distributed nationally by
satellite — on Class 1 and 2 cable systems. Previously only Part III licensees
had been allowed to carry these signals. Carriage of such signals raises the
copyright concerns referred to earlier and which are addressed further in
Chapter 8. The Commission specified in its decision that these signals, which
are listed below, could only be carried with a Canadian pay television
service:

WTBS-TV Atlanta
WGN-TV Chicago
WOR-TV New York City
WPIX-TV New York City
USA Network

The list of eligible satellite channels also includes the six U.S. stations
which the Cancom service is listed to carry, although these signals are
usually carried on basic cable service as part of the “3+1’° which cable
systems are authorized to provide.

The chief innovation of the 1987 specialty services decision was to
permit specialty programming on the flat-rate basic service in this country.
Before this, programming had only been considered for discretionary —
extra-charge — tiers. In the United States, offering a package of specialties on
basic service was the main way in which cable was marketed after
exhausting its initial possibilities of bringing remote signals to communities
that had little or no television. In Canada, on the other hand, cable grew
through the marketing of the main American networks on the basic service.
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The Consumers’ Association of Canada and other groups argued that
the consumer should have the right to pay for extra services individually,
rather than be forced to pay a higher flat rate for the package. It is to some
extent a question of marketing concepts. Undoubtedly, Canadian specialty
services would be put at a disadvantage in this country, by comparison with
American specialty services in the United States, if they continued to be
barred from basic service and were allowed only on discretionary tiers. While
the Task Force recommended against additional Canadian services on basic,
except in French-language systems, this Committee in its Fifth Report
expressed no objection in principle and suggested a pragmatic approach based
on practical considerations. [Fifth Report, Issue 33:30.]

The CRTC stressed in its decision that “the total potential cost to
subscribers of either the French or English language package falls below
what studies have indicated subscibers are willing to pay to have access to
new and attractive services’’. [More Canadian Programming Choices, p. 62.]
The wholesale price of specialty services that the cable operator may pass
through to subscribers to basic services is set by the Commission.

The structure created by the Commission, through its licensing
decisions and cable regulations, determines the potential of licensed television
stations and networks to provide Canadian programming both locally and
nationally, and in English and French. The licensing decisions of the
Commission will also become increasingly important in the case of
native-language programming and the programming of multilingual or
ethnic-language stations and networks.

As to which is the more important influence on programming, the
structure of the industry or current regulations, the CRTC was reluctant to
venture an opinion when questioned by the Committee. It said:

The Commission’s licensing decisions with respect to new services may affect the
structure of the industry which has been in constant evolution over the last few
years. Whether the structure of the industry or regulations and licence condition
are more important in determining the capacity of private television to provide
Canadian programming is a moot point and not easily answerable. Both are
important, as well as other regulatory instruments and policies. [CRTC Response to
Questions Submitted on 15 December 1987, Private Television, Question 10;
January 1988.]

- 102 -




TELEVISION BROADCASTING REGULATIONS

The main purpose of the television regulations is to ensure that more
than half the programming provided by station and network licensees is
Canadian in content.

The measurement of Canadian content is based on the 1984 CRTC
definition which is similar to the system used to certify films as Canadian for
the purpose of the Capital Cost Allowance. A Canadian program must have
a Canadian producer and then earn six points, based on two points for a
Canadian director, two for a Canadian writer, and one each if the following
are Canadians: leading performer, second leading performer, head of art
department, director of photography, music composer, and editor. Regardless
of points, either the director or writer and at least one of the leading
performers must be Canadian, with the possibility of exceptions if “all other
key creative functions are filled by Canadians’’. Finally, at least 75 percent of
payments to individuals, in addition to those listed above, must be to
Canadians, as must 75 percent of the cost of processing and post-production
services.

The CRTC also accepts as Canadian content all productions produced
under Canada’s official co-production treaties with other countries. Such
treaties are negotiated by the Department of Communications and
administered by Telefilm Canada. Commenting on this policy, the Task Force
stated that “The target in negotiating such treaties is to ensure a fair balance
of both cultural and economic benefit to each country, an objective which

in the past has not always been successfully achieved by Canada’’. [Report, p.
113.]

While they do not qualify under the criteria used for defining a
Canadian program under the Capital Cost Allowance tax incentive,
“co-ventures’” between Canadian and non-Canadian producers, that is
productions which involve Canadian and non-Canadian producers but are
not made under any negotiated co-production treaty between the Canadian
government and the other country involved, are treated as Canadian by the
CRTC. The Commission requires that on such projects, which are now
increasingly common, the Canadian producer must have at least equal
decision-making power. The Task Force concluded, however, that “Such
formal requirements ... cannot guarantee an equal division of real creative
control in cases where the foreign producer has brought in most of the
funding through a pre-sale to a broadcaster in the United-States’.
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Co-ventures must, however, qualify under the more detailed point system
described above, which at least ensures that economic and industrial benefits
result. The Committee believes there should be some provision for reflecting
Canadian identity in co-ventures.

The Commission also accepts as Canadian both parts of “twinned”
Canadian and foreign productions. Under this approach two one-hour
programs, for example, put together as a combined production package
would both qualify as Canadian, although one was Canadian and one was
foreign. In this way an hour of Canadian programming is credited as two
hours. Similarly, Canadian drama productions which qualify for 10 points
receive a “150 percent credit’’, that is a one-hour program receives credit for
one-and-one-half hours. Any foreign program which is dubbed into English,
French or a native Canadian language also qualifies for one-quarter
Canadian content credit — that is every four hours of such programming
carried qualifies for credit as though it were one hour of Canadian
programming.

Commenting on the cumulative effect of this set of guidelines the Task
Force observed that they had the virtue of being “explicit and objective’” but
concluded that as a result of the complexity and the many special provisions
“a great deal of programming today qualifies technically as Canadian
without there being much distinctly Canadian about it, and the criteria seem
designed to permit it”’. [Report, p. 114.]

Stations and networks are required to devote not less than 60 percent
of the broadcast year, and of any six-month period specified in a condition of
licence, to Canadian programming, as defined above. The CBC must observe
this content requirement in the viewing hours from 6 p.m. to midnight
(actually it achieves much higher Canadian content), while private stations
are allowed to average 50 percent over this period.

The regulations contain provisions against the broadcasting of hatred,
obscenity, profanity, sexually abusive conduct, and false or misleading news.
They circumscribe advertising of alcoholic drinks and impose other
qualitative limits on various types of advertising. The regulations require
equitable time allocations to political parties and rival candidates in election
campaigns or referendums. Special regulations govern ethnic programming.
All TV broadcasters must keep logs and intelligible audiovisual recordings of
all their programming. Advertising is permitted up to 12 minutes in any
hour, and can be loaded unevenly in a program lasting more than an hour.
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Additional time is allowed for public service announcements and the
promotion of upcoming Canadian programs.

There is more advertising per hour on Canadian television than in any
other country. While in the U.S. there is a voluntary limit of 10 minutes
per hour, to which at least the networks adhere, in Canada it is 12 minutes
per hour on both the CBC and the private networks and stations. This means
that a person who watches five hours of programming on the CBC or the
Canadian private networks or stations will have watched a full hour of
commercials.

One member of the Committee considers that this is too much and
that the system should work towards reductions in the total time permitted to
advertisements, and towards better grouping of commercials to reduce the
intrusions where they interfere with the enjoyment of the programs. In
drama productions, especially, interruptions for advertisements should be
restricted and, desirably, eliminated. Programming uninterrupted by
commercials is common in European countries, many of them smaller in
population and resources than Canada. Quality of viewing and not just
quantity and diversity should bear consideration in determining the use of
the Canadian public’s airwaves. The CRTC should examine this question with
the broadcasting community (widely considered to include writers, directors
and performers) to establish priorities and goals.

A separate set of regulations, issued in 1984, governs pay television.
The regulations stipulate that no advertising is to be carried. There is no
regulation of the subscription fee for pay-TV channels: that is left to the
exhibitor and cable operator to agree upon. Pay-TV licence holders are not
allowed to produce their own programming, since this might conflict with
the interest of others who want programs to be shown on their channels.
They must purchase programming from independent producers and are
allowed to rent studios and facilities to these producers. The restriction on
production does not apply to multilingual pay services.

Like the general TV regulations, the pay-TV regulations prohibit the
broadcasting of hatred on the basis of race, national or ethnic origin, colour,
religion, sex, age, or mental or physical disability. In addition, pay-TV
licensees must warn viewers if programs are suitable only for adults because
of violence, nudity or explicit sexual conduct, coarse language, or other
content likely to be offensive to some viewers.
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The Canadian content requirements for specialty or pay programming
distributed by cable are determined, not by blanket percentage quotas as in
the case of over-the-air TV broadcasting, but by conditions of licence for
each licensee on a case-by-case basis.

3.2.3 Conditions of Licence

After some 20 years experience of Canadian content quotas under the
BBG and the CRTC, the Commission was led to conclude in a 1979 study
that blanket provisions were not enough. Requirements had to be made of
individual broadcasters on the basis of their capabilities and reinforced
through conditions of licence.

The test case became the CTV network, which appealed to the
Supreme Court of Canada when the CRTC ordered it to provide 26 hours of
new and original drama in the 1980-81 season and 39 hours the following
season. [Report, p. 466.] The Supreme Court upheld the Commission’s right
to set such regulations. The CRTC again stressed the inadequacy of Canadian
content quotas alone when it issued a 1983 Policy Statement on Canadian
Content in Television.

The 1983 policy set a goal of making an adequate amount of Canadian
programming available in all categories. It noted that “children’s programs,
variety, and particularly drama, are seriously underrepresented in Canadian
television schedules’’. The 1983 report had three main results: the adoption
of the point system for Canadian content outlined above; the use of a
six-month rather than annual period for meeting content quotas (if so
imposed by condition of licence) and the use of conditions of licence as a
complement to the general regulations.

The 1983 CRTC policy was complemented by the government’s
establishment of the Broadcast Fund to finance a third of the cost of
Canadian programs. The government expected that the CRTC would define
appropriate targets in each program category and establish the responsibilities
of particular broadcasters with respect to hours and expenditures. The Task
Force found in 1986, however, that “very little of the new approach
suggested after the 1979 review has been implemented”’.[Report, p. 467.]

The Task Force held that minimum levels of expenditure to produce
Canadian programs should be set.
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Private stations and networks must be required to commit greater resources to
Canadian programs. The CRTC should use conditions of licence to require that
stations and networks make expenditures for internal production of, or acquisition
of, the right to exhibit Canadian programs consistent with their financial and other
resources. [Report, p. 471.]

Since that time, the Commission has had major licence renewals to
decide, such as the CTV and Global networks, and has been somewhat more
demanding than in the past on the subject of Canadian programming. In
renewing the CTV licence in March of 1987, for example, the Commission
did not accept initial promises of performance and required the network to
increase substantially both its expenditures on Canadian programming and
the number of hours of Canadian drama and other entertainment
programming. [CRTC Decision 87-200.]

In the case of pay-TV and specialty services, conditions of licence have
been relied upon more than ever to fulfil the objectives of the Broadcasting
Act, since each service is distinct from the others.

The supervisory role of the CRTC has also been critical in developing
the Canadian Association of Broadcasters’ Broadcast Code for Advertising to
Children and the Voluntary Code Regarding Sex-Role Portrayal in Television
Programming. Development and improvement of these codes, and measures
to make broadcasters accountable to the public for adherence to them, have
been going forward through the eighties. Adherence to the codes is made a
condition of licence, but many persons concerned with this issue feel that the
codes have had far too limited an impact so far. Efforts have also been
under way to develop broadcast councils, similar to press councils, which
would give members of the public an opportunity to have their complaints
heard and assessed in a judicial atmosphere.

3.2.4 Regulation of Community Television

Its policy for community television was set out by the CRTC in 1975
and has not been reviewed since. As the summary in the Task Force Report
indicated [Report, p. 495], the Commission views community programming
through a dedicated channel as a social commitment of the cable licensee —
a return to the public for the advantages of a cable licence. Cable operators
are expected to offer coverage of events of local interest, such as municipal
council or school board meetings, and school and community activities. They
are also expected to provide an opportunity for various groups in the
community, including ethnic groups, to express themselves.
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It is understood that cable operators will supply at least some of the
resources necessary to produce community programming. In 1986 limited
advertising was allowed on the community channel in order to improve
programming but serious concerns have been expressed about fragmentation
of markets, and loss of revenue to other media. All advertising revenues are
expected to be accounted for separately and put back into the community
channel.

At the time of licence renewal the CRTC regularly examines the cable
operator’s performance in relation to the community channel. However,
there is no set of rules for allocating expenditures to the channel; an
omission which we feel hampers a proper evaluation.

Very little of this policy has been incorporated into regulation. The
new cable regulations of 1986 require all but Part III operators (those serving
remote or underserved areas) to provide a community channel. Operators
are also required to keep programming logs for the channel. Other than
these obligations, there are enabling provisions with respect to contra, credit
and sponsorship advertising. There are also provisions for the use of the
community channel when community programming is not being distributed.

The importance of the CRTC as licenser, regulator, and supervisor in
recent years can hardly be overstated. In the absence of new legislation that
would have provided for an appropriate role for government in the
development of broadcasting policy, the CRTC has been the policy-maker,
guided by the 1968 Broadcasting Act and responding as it saw fit to the
recommendations of Task Forces and Parliamentary Committees, the views of
government, and the ever-present pressures from the industries it regulates.
Even with provision for policy direction from government such direction
should only relate to broad policy matters, leaving the Commission with
responsibility on an on-going basis to license and regulate the system based
on the objectives in the new act. While the CRTC will not be able to achieve
these goals effectively on its own, since it will require a complementary
effort through other Government initiatives, every aspect of Commission
policy must reflect and advance broadcasting policy objectives.
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3.3 CBC Television

3.3.1 Introduction

The Committee stated in its Sixth Report that “many of the needs
Canadians have for their own programming can be met only through the
CBC". [Sixth Report, p. 54.] In relation to television specifically the August,
1985 Report of the Study Team on Culture and Communications of the Task
Force on Program Review (Nielson Task Force), concluded that “the
economics of English-language television in Canada seem to indicate that
only the public sector, and principally the public network, can redress the
balance of Canadian programming’’. [Canada, Task Force on Program
Review, Culture and Communications, A Study Team Report to the Task
Force on Program Review, Ottawa 1985, p. 259.] The Committee believes this
conclusion is equally applicable to French-language television. After a more
extensive review the Task Force on Broadcasting Policy reached the same
conclusion, stating that “the major burden will inevitably fall to the CBC
and it is upon the CBC that we must rely for an abundance of compelling
radio and television — by, for and about Canadians’’. [Report, p. 270.]

As in the case of CBC Radio, the Committee’s assessment of policy
options for CBC Television reflects the legislative mandate we believe the
CBC should have under new legislation. We want a CBC that is more
Canadian in its programming content; that provides a balance of Canadian
programming of information, enlightenment and entertainment; and that
offers programming in French and English which responds to the specific
needs of all regions of Canada, and actively helps to link all Canadians
wherever they live.

The Committee’s judgement is that to affirm this mandate in a serious
way is to reject any centralist or centralized vision of the CBC. Our
extensive consultations confirmed the fact that if the CBC is to function as a
genuinely national broadcasting service then it must be rooted firmly in all
regions of Canada. If the CBC ignores the regional nature of the country, its
relevance, importance and effectiveness as a national public broadcasting
service will be reduced.

In the following section we look at the analysis and recommendations
of the Task Force in the light of the comments the Committee received on
these proposals and our assessment of alternatives. We have given particular
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attention to issues raised by the Minister of Communications and to the
policy suggestions and research provided to us by the Minister.

3.3.2 The Context

Television broadcasting in Canada is in the midst of fundamental
change. Inevitably, these changes create pressures on the CBC to redefine its
role. Canadians generally have an increasing number of television channels
available, and yet, as we saw in 3.1 above, an increasing amount of the
programming available is from outside Canada, mainly from the United
States. It makes sense to see the CBC increasingly as a vehicle for providing
Canadian programming, and we have proposed that a new broadcasting act
reflect that goal and provide a basis for a greater contribution by private
broadcasters toward achieving Canadian programming goals.

The concern to create a more Canadian CBC is not new. In fact, it
was a central objective of the 1983 government policy for the CBC to
increase Canadian content in peak viewing hours on its French and English
television networks to 80 percent over a five-year period. [Department of
Communications, Building for the Future: Towards a Distinctive CBC,
Minister of Supply and Services Canada, October, 1983, p. 13.] Furthermore,
the 1983 policy statement went on to add that there ought to be “rises in
the level of Canadian programming outside of peak viewing time’’ and that
the CBC ought to maintain present high levels on CBC regional
programming services. The cost implications of this objective for CBC
television were acknowledged: “The Government of Canada recognizes that it
will be costly for the CBC to meet the targets for Canadian television
programming set forth above. While these targets may only be achieved as
public funds become available, the government expects the Corporation to
find additional resources through continued improvement in its efficiency
and through internal reallocation.”’

In fact, the CBC has succeeded in increasing Canadian content in
prime time on both the French and English networks to 80 percent since
1983, although only 57 percent of the total English network feed and 64
percent of the French was Canadian in 1986-87. However, it has not done so
while maintaining service to the regions, as the original five-year plan
anticipated. In fact, as Table 3.9 indicates, the proportion of the CBC’s
television programming budget that went to regional production declined
from just over a third in 1981-82 (34.2 percent) to just under a quarter in
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the current year, with the bulk of that decline coming between 1984-85 and
1986-87.

Table 3.9 Allocation of CBC Television Program Budget between Network and
Regional Programming, 1981-1982 to 1988-1989

($ millions)
Network Regional
Current $ Constant $! % Current $ Constant$* %

1981-82 262.8 262.8 65.8 136.5 136.5 34.2
1982-83 304.4 274.8 67.0 150.0 135.4 330
1983-84 335.1 285.9 66.4 169.4 144.5 33.6
1984-85 384.0 314.0 68.2 179.4 146.7 31.8
1985-86 not available

1986-87 4134 3122 76.0 130.5 98.5 24.0
1987-88 432.5 313.0 75.8 137.1 99.7 242
1988-89 438.8 -- 75.5 142.8 - 24.5

@ Deflated using the CPI
Sources: CBC Annual Reports, 1981-82 to 1986-87,
Main Estimates, Government of Canada 1987-88 and 1988-89.

This significant shift in priorities for CBC television needs to be seen
in the context of the reductions in the resources available to the Corporation.
Between 1984-85 and 1988-89 the CBC’s total operating appropriation in
constant dollars declined by 15 percent, from $808.5 million to $688.9
million. While the CBC was able to increase its earned revenues (largely
from increased television advertising) in constant dollars from $228.5 million
to $265.4 million over this period, this increase offset only a fraction of the
reduced appropriation. In constant dollars the CBC’s expenditures on
network programming have increased by 18.8 percent between 1981-82 and
1987-88, from $262.8 million to $312.2 million, while expenditures on

regional production have declined 27.8 percent from $136.5 million to $98.5
million.

A full assessment of the financial situation of the CBC in the period
beginning in 1983-84 must also recognize that the Corporation has benefitted
in its ability to provide Canadian programming on its television services
from public funds available through Telefilm Canada. While these funds are
not directly available to the CBC, half of the money available through the
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Canadian Broadcast Program Development Fund (Broadcast Fund) is
available to independent producers who are selling their productions to the
CBC. The result is that CBC can acquire such programs for less than their
cost of production, since up to 49 percent of their production costs may be
covered by Telefilm Canada. In 1984-85, the first full year of operation,
producers could have access to up to $27 million from the Fund for projects
for the CBC; in 1988-89 the amount will be about $35 million in current
dollars. If these funds are taken into account, and it is recognized that the
vast majority of such projects produced for CBC were done for the network
and not the regions, then the shift in funds available for television
programming on CBC from the regions to the network would be greater
than Table 3.9 suggests.

Throughout the Committee’s extensive meetings across Canada the
evidence of sharp reductions in regional programming budgets within the
CBC was unavoidable. Two messages were clear: first that the CBC had
reduced substantially the amount of time to which the Corporation’s regional
stations had access, with the network taking over in prime time what had
previously been regionally programmed time slots; and, second, that the
resources available to the regions had been reduced so much that they could
no longer fill these time slots.

[n each location where the Committee held hearings it met the
managers of CBC regional operations. In Alberta, the CBC manager noted
that that province’s CBC services had been reduced and that it was less able
to develop new talent, present variety programming and work with
independent producers. The managers of CBC operations in other provinces
said the same.

[n Halifax the CBC reported that it no longer had a variety
department and that the kind of talent development that had occurred in the
past through programs such as Singalong Jubilee and Don Messer, which
had led to the development of performers such as Anne Murray, Catherine
MacKinnon and Marg Osborne, was not possible now.

What has continued in the regions, at least in English language
television, is strong supper hour news and information programs and a local
late evening newscast. In French, the regional television operations have also
seen a reduction in their already limited ability to produce even news
programming. One of the witnesses representing French regional stations
stated that:
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It is important that the networks be protected. We agree with that, but the fact
that the networks are protected means that we are less protected. There is a
tendency to cut back the regional stations to make the networks stronger. If we are
not careful, we will become nothing more than press offices. [Minutes, 43:30.]

The CBC’s decision to allocate resources to the networks rather than
to the regions is reflected in the following quote from CBC'’s capital plan for
the next five years:

It appears at the moment that there will never be sufficient funding to produce
the type and quality of programs Canadians expect from CBC’s regional centres.
Therefore, they are being transformed to operate on a very flexible basis with
relatively low capital investment. [CBC, CBC'’s Capital Investment Trends, p. 4.]

[t is in this context that the Committee has examined issues related to
CBC television, including the recommendations of the Task Force, the
proposals of the Minister, and the CBC’s own plans to move to 95 percent
Canadian content on the English television network schedule by 1991-92.
The role CBC should play in Canadian life must dictate its infrastructure
needs, resource allocations and programming strategy. For example, the CBC
does not need regional French or English stations if it is not going to be
actively involved in producing programs in the regions.

[n her written response to the Committee’s questions the Minister of
Communications stated that

...there is no doubt that the CBC has a mandate obligation to reflect the regions
both to themselves and to the country at large...

The Task Force and your Committee have reiterated that principle and I would
hope the CBC... could concentrate on that regional mandate in a manner which...
goes well beyond that undertaken by the local private stations. [Response by the
Minister, November 1987, p. 31.]

Reflecting the regions to themselves requires that both air time and
resources be available to the regional stations of the CBC. In such cases the
decisions about programming are usually taken in the regions themselves,
based on the regional manager’s understanding of the unique character, needs
and interests of the region and the talent available. Table 3.9 tracks the
CBC’s declining capacity to perform that role over the past few years.

The CBC’s regional operations have a double mandate: to serve the
region’s own needs for information and cultural development and, by
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providing programming to the national network, to ensure that the region is
reflected to all of Canada. Commenting on the importance of maintaining
both functions, Al Johnson, former President of the CBC and representing
the Canadian Broadcasting League, said:

I think that for the public broadcasting service to have to reconcile itself to being
a network service would be a little like saying let us have a Canada without the
provinces. [Minutes, 60:15.]

Commenting further on the role of the CBC in the regions themselves,
Mr. Johnson said:

I would like to see in the longer run a good deal more emphasis given to the
developmental aspects of regional programming... the talent development. On a
national network, in any country in the world, you are striving for excellence and
you are bound to hire the best professionals, the most highly developed artists.

But to get the highly developed artists and professionals and performers you have
to make an investment.. regional programming should be regarded as that
investment in the development of great Canadian performers in the future.
[Minutes, 60:21.]

Other witnesses made the same argument about the need for the CBC
to play a regional development role requiring a steady level of production.
Often programs have been produced only for the region initially and then, if
successful, given additional resources for development as network programs.
Part of that developmental role involves working with independent producers
in the regions.

The CBC’s Atlantic Region manager provided the following comments
on the implications of reductions to regional program budgets:

What is really in jeopardy right now is our local broadcasting in places like
Sidney and Charlottetown in the smallest parts of the country.

The next tier of programming is that which the region does for the whole region...
We do less of it in prime time than we used to. [ think it is regrettable....

Ultimately, it will jeopardize our ability... to program for the country as a whole.
[t is my strong belief that programs strongly rooted in local communities are the
ones that will paradoxically work nationally and even internationally. [Minutes,
47:95.]
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Provincial government representatives who appeared before the
Committee emphasized the importance of the role of the CBC in the regions.
A representative of the Nova Scotia Government, for example, noted that
“One of the main problems our local film industry has is gaining access to
CBC time and money for productions” [Minutes, 47:6.] A senior
Saskatchewan Government official noted that “no matter what the province
does, if we do not have the nucleus being CBC... it just will not (succeed).
[Minutes, 44:24.]

All of the recommendations the Committee makes on CBC television
reflect rejection of the trend to scale down the role of the CBC in serving
the regions of Canada. However, we note that if that trend were to continue
then changes in the CBC infrastructure of regional stations might well be
sensible to reflect that policy decision.

3.3.3 Canadianization of CBC Networks

The Task Force recommended that the CBC phase out the use of
commercial American television programs which are readily available on
other networks, when adequate funds were available to permit their
replacement with attractive and distinctive Canadian programming. The
Committee addressed this issue in relation to the drafting of broadcasting
legislation in its Sixth Report, noting the CBC’s concern that insofar as it
scheduled non-Canadian programs it should be left free to buy the best
foreign programs and not just what was left after other broadcasters had
made their selections. At that time we stated that the CBC should not be
limited in its selection of foreign programs. [Minutes, 36:50.]

Recommendation 25

[nsofar as the CBC does carry foreign programs, it should not be
precluded from carrying commercial American programming,
provided such programs are of high quality and consistent with the
overall character of the CBC service.

On the issue of Canadianizing the CBC service the Task Force made
no explicit recommendation, beyond noting that further Canadianization
should not be attempted unless the necessary funds were available. However,
the Task Force did state its view that “CBC’s English and French networks
must both be part of a programming renaissance in Canadian television’,
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and set out to examine the cost of increased levels of Canadian programming.
Specifically, the Task Force estimated the annual direct costs to CBC of
increasing Canadian content in peak viewing on both French and English
television networks as follows:

- to 85 percent: $10-12 million
- to 90 percent: $20-24 million
- to 95 percent: $30-36 million

These cost calculations ignored the possibility that as it replaced
established big budget American programs with more moderately budgeted,
new Canadian programs the CBC might lose viewers and thus advertising
revenue. Also overlooked was the fact that all of the new Canadian programs
would have Broadcast Fund support and, therefore, would involve a further
cost to the federal government. Taking account of these additional costs the
Task Force estimated that the costs could be as high as $30 million to $40
million to increase Canadian content to 85 percent; $60 million to $80
million to increase it to 90 percent; and $90 million to $120 million to effect
a 95 percent increase. The additional cost of Canadianizing network
programming outside the 7:00 p.m. to 11:00 p.m. time period were estimated
at $15 million to $20 million.

Without making a specific recommendation the Task Force went on to
state that:

In our view that expenditure would be amply justified and is vital to any serious
effort to redress the programming imbalance that now exists in English television
and to build for the future in French television on the strong existing base of
Canadian production. [Report, p. 676.]

The Task Force reiterated its concern that the “CBC should make no
commitment to any level of Canadianization, without being certain that the
funds are available’’, noting that “the worst thing that could be done would
be to spread resources too thinly to produce attractive programs’’. [Report, p.
676.] Finally, the Task Force did not argue that Canadianization of the
networks should proceed at the expense of reflecting the regions to
themselves, or extension of CBC service,.or other CBC objectives. In fact, the
Task Force made recommendations related to extension of service, and
stated that “We wish to see an expansion of production activity in the
regions, both for the regions themselves and for the network’. [Report, p.
666.]
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Since the Task Force Report was tabled the CBC has made policy
decisions related to the programming provided on its television networks.
The CBC’s five-year plan, which has been approved by the Corporation’s
Board of Directors, notes that the English network plan includes the
following:

- 95 percent Canadian content by 1990-91
- a substantial increase in regional contributions to the network

- the removal of most prime time commercial American programs
from the schedule by 1990-91.

The French television network plan provides for the following:

- maintaining its Canadian content level of 80 percent in prime
time

- significantly improving the quality of drama, especially of
téléromans

- increasing regional contributions to the network.

The Committee pursued with the CBC the question of how it
proposed to finance the increased level of Canadian programming on the
English network. While we did not receive a precise response, we were
advised that the Corporation expects to finance increased Canadian
programming to a significant degree through a further shift of resources from
production for the regions to production for the network. In other words,
there will be an increase in production in the regions for the network but an
additional cut in the resources available to reflect the region to itself.

While the Committee supports the goal of some further
Canadianization of the CBC network schedules we have a number of
concerns. We do not believe that an additional Canadianization of the
networks should be financed by more cuts in the resources available to CBC
regional stations to reflect the regions to themselves. The CBC’s
programming strategy must balance the various objectives the CBC is asked
to serve, within the resources available.

The Committee notes that the CBC’s five-year plan indicates that
program inventories are unusually low and that there has been an increase in

- 117 -



repeats. In response to questions from the Committee, the CBC stated that
“In the current season (1987-88) the CBC’s English TV network schedule
shows perhaps the highest level of repeats in recent memory,”” with all major
series including reruns and repeats for other seasons being shown in prime
time. In the case of the French network 32 percent of programming was
repeated material in 1986-87, 36 percent in 1987-88 and the ratio for 1988-89
is expected to be 43 percent.

The Committee has absolutely no wish to downplay the need for the
CBC to play the central role in providing Canadian programs, particularly in
prime time. We saw in Section 3.1 above how dependent on the CBC
Canadians are, particularly, but by no means exclusively, in English
television for financing Canadian programs and providing them in prime
time. In 1986 the CBC accounted for 61 percent of all viewing of Canadian
programs between 7 p.m. and 11 p.m. — almost the same as the 60 percent
accounted for in French television by the CBC service. While we commend
the CBC for its obvious concern to Canadianize the network, we cannot
agree that this should be done by increasingly centralizing resources and
control over programming decisions.

The Committee shares the Task Force view that the further
Canadianization of CBC television is a vitally important goal. We urge the
government to consider assisting in financing a further Canadianization of
the network but only in the context of the other goals set for CBC in the act.

Recommendation 26

The CBC should provide with the additional funds required to
proceed with a further Canadianization of its network services
while maintaining adequate program budgets and without
sacrificing service to the regions.

The Committee strongly supports the CBC’s move to acquire more of
its network programming from the regions. However, this represents only a
part of the CBC’s regional mandate — that of reflecting the regions to a
national audience. We believe this cannot be fulfilled unless there is an
ongoing commitment to talent development and production within each
region for the region itself. If this balance is not maintained, there is a real
danger that the productions made in the regions for the networks will
involve little more than shooting projects initiated by producers in central
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Canada in locations throughout the country. That is clearly not the intent of
the existing legislation or the proposed new law.

3.3.4 Role of the CBC in Regional Production

[n its December, 1985 submission to the Task Force, the CBC stated
that

Our roots lie in the regions of Canada. Our programming must reflect that reality
at both the local and national levels as we program about the regions to the
regions, on the regional stations, and to the nation as a whole on the networks.

No other country has invested so much in developing an international
network/regional public broadcasting system.

A regional service has a triple role in serving a community:

- It provides information and entertainment from within the region, for the
region;

- It looks at national issues from a regional point of view;

- It provides a reflection of the region to the network for a national audience.
[CBC, Let's Do Ii, A Vision of Canadian Broadcasting proposed by the CBC
to the Task Force on Broadcasting Policy, December, 1985, p. 38.]

The CBC further stated that “now the CBC must do more and better,
especially on television” and “the CBC must make a new commitment to
regionalism”’. [Let’s Do It, p. 38.]

Commenting on the CBC’s performance in serving the regions the
Task Force noted that

Reallocation of budget resources and changes in management structure in recent
years — in other words a continual whittling away of the regions as a priority... —
have resulted in a CBC whose regional stations produce programs which are rarely
seen on the national network. [Report, p. 304.]

The Task Force noted that “If further nibbles are taken from the
regions, they will soon not be able to deliver even their supper hour news
shows’’. [Report, p. 305.] Part of the response proposed was that “the regions
must have access to more of the time now allocated to the network
schedule’’. In addition, “There must be more regional performance
programming produced for the region itself.”” [Report, p. 305.] The term
“performance programming’’ is used in the Report to include all categories
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of drama (feature films, “mini-series’’, police and detective series, theatre,
etc.), as well as comedy, variety and music. While the Task Force declined to
suggest precise scheduling or number of hours, its Report emphasized that
“we want the principle of significant time for the purpose of telecasting
regional performance programming to be firmly established’’. [Report, p.
305.]

Based on the evidence the Committee heard and our own vision of the
role of the CBC, we agree with the Task Force that the CBC should provide
more air time for regional programming and should telecast a significant
amount of performance programming in each region. We note that the CBC
stations have a regional exchange system which has permitted such
productions to be aired in other parts of Canada without being part of the
national network service. The proposals we present here are complemented
by the recommendations later in this report concerning CBC’s service to
official language minority communities across Canada.

Recommendation 27

The CBC should provide increased air time on its regional stations
for carriage of regional programming and should include a
significant amount of regional performance programming.

The Committee notes as well its agreement with the Task Force that
CBC stations should continue to provide local news, both supper-hour and
late evening versions.

Recommendation 28

The CBC should continue at a minimum to provide locally
generated newscasts on its owned and operated stations.

While most Canadians believe the CBC should be a vehicle of
“regional”’ expression, some feel that it should not be engaged in “local’
production, as though a line could easily be drawn between the two. In its
written responses to our questions, the CRTC said it does not make a formal
distinction between regional and local programming. Northrop Frye certainly
did not draw such a line when he wrote, “Identity is local and regional,
rooted in the imagination and in works of culture...”” [The Bush Garden:
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Essays on the Canadian Imagination, Preface, p. ii; Toronto, House of
Anansi, 1971.]

It is difficult to imagine, for example, how a supper-hour program
could be done in Halifax that did not cover any “local’’ Halifax stories but
instead dealt only with “regional’”” Atlantic Canada or Maritime stories. The
conceptual flaw is the premise that local and regional can be separated; in
fact, Halifax is an essential part of the Altantic region. Local programming is
simply a part of regional programming, and often a central part. The
practical flaw from the perspective of television viewers is that they each
watch only one supper hour show or late night newscast and expect it to tell
them about both local and regional stories. Providing that service is a vital
part of the way the CBC remains linked to the basic realities of life across a
large and diverse country.

Recommendation 29

The CBC’s mandate to serve the needs of all regions of Canada
should continue to be interpreted as including the coverage of
local news, community events and other appropriate subject matter.
There should be no effort to make an artificial distinction between
local and regional programming for the purpose of limiting the
CBC'’s role in serving Canadians in all regions.

The Northern Service region of the CBC, which includes Yukon, the
Northwest Territories and Arctic Quebec, does not have an adequate regional
television service. CBC viewers in the Northern Service region get less than
10 percent of the amount of regional programming provided by the CBC and
its affiliates in other regions of Canada. In the CRTC renewal of the CBC
television network licences, [Decision CRTC 87-140, 23 February, 1987] the
Commission expressed concern over the absence of a regular Northern
newscast. As the Committee heard in its meeting with the CBC Northern
Service, the Eastern Arctic receives CBC’s regional news originated from
St-John’s, Newfoundland, while the Western Arctic receives the Vancouver
service.

The existence of a CBC Northern Service dates back to the response of
the government to a recommendation of the 1957 Royal Commission on
Broadcasting that a special service be established to meet more fully the
needs of northern residents. Parliament voted a special appropriation to the
CBC to establish such a service in 1958. The existing Northern Service
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continues to be involved largely in radio, producing 230 hours of
programming a week; half of it in aboriginal languages. In the case of
television, the CBC was given funds through the Accelerated Coverage
Program to extend its signal into the North but was not provided with funds
to provide programming.

In order to develop a northern regional television service, the
Northern Service would need to increase its television production staff and
facilities, obtain access to satellite uplinks at several northern locations and
lease a satellite transponder for the service. A full regional television
operation would increase the Northern Service’s budget by more than $3
million annually.

Not only would a CBC northern regional television service provide
northerners with relevant regional news, it would also provide opportunities
to make the North better known to all Canadians. The Committee notes that
as an important part of Canada’s cultural fabric and identity, the North
should be better reflected to Canadians in all parts of Canada. This view was
stated in a number of submissions to the Committee.

The CRTC has pointed out another potential advantage of a northern
regional television service. Because it would require a dedicated satellite
transponder, it could lead to increased native access opportunities when
necessary ground stations and second transmitters were installed. [CRTC,
Public Notice 1985-274, pp. 28-29]. Such a service could also accommodate
programming from sources other than the CBC and the native
communication societies, such as the two territorial governments. Given the
many potential benefits of the service, the Committee supports the
development of a CBC northern regional television service.

Recommendation 30

The CBC should be provided with the funds to establish a
northern regional television service.

There is one other area where the CBC service is significantly
incomplete. The province of New Brunswick does not have an
English-language station at present but is served only through an agreement
under which the CBC originates a supper hour program which is inserted
into the signal of CHSJ, the affiliated station in Saint John.
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On this issue the Task Force recommended that efforts be made by the
CBC to up-grade its service in New Brunswick through the construction of
new transmitters and facilities, with a goal of ensuring high quality local and
regional newscasts and the widest possible availability of the full English
television network service. The Task Force noted that “Annual operating
costs for transmission would be roughly $1.5 million, which might be offset
by the savings realized in terminating the present distribution agreement’.
Since that time substantial progress has been made toward achieving the
second goal of improved access to the CBC network service in New
Brunswick. The New Brunswick affiliate, CHSJ will begin to carry almost all
of the CBC’s network service.

While this is a significant improvement, it does not address the issue
of providing for CBC programming that reflects the region itself or for input
from the region into the network. The Committee explored with the CBC’s
Atlantic regional manager the reasons for continuing dissatisfaction. He
described the effects of this situation as follows:

The first and most obvious effect is that we produce only the supper hour show...
We have no ancillary news programs and we have no other kind of programming
produced in New Brunswick except what is produced on a per occasion basis from
our regional base in Halifax. [Minutes, 48:93.]

The CBC’s regional manager indicated that the capital costs involved
in establishing a full production centre and station in New Brunswick would
be between $10 million and $12 million, and that establishing such a station
would result in a net reduction of approximately $2 million a year in
operating costs.

While recognizing the improvement in CBC network carriage, the
Government of New Brunswick has continued to complain of second class
status in CBC service, as the only province in Canada without at least one
CBC English-language television station. The Committee agrees that New
Brunswick should have a CBC owned and operated station.

Recommendation 31

Priority should be given to providing a full CBC English-language
production centre and broadcasting station in New Brunswick.
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3.3.5 Concentration of Regional Production Activity

At present the CBC has 18 English-language stations, all of which are
significant production locations, and 13 French-language stations. The extent
of production activity carried out at these centres varies widely, depending on
such factors as population, other stations in the province, and so on.
Production is carried out primarily for the region itself, but also for the
network. The CBC advised the Committee that in 1987-88 the
English-language regional stations provided a total of 305 hours of
programming to the network, with the amount varying from a high of 110
hours to a low of 1.5 hours. Most of the production in the regional stations
is for the regions themselves. Programs produced in one station in a region
may sometimes be carried simultaneously on another. For example, a
program produced in the Regina CBC station may be carried on both the
Regina and Saskatoon stations.

It is important to understand that the 18 English-language and 13
French-language stations are not in all cases completely separate operations.
In a number of locations, they share facilities, equipment and services.

Examining this pattern of regional production, the Task Force
concluded that “It is not possible for every CBC station to function as a
large-scale production facility’’, but “It is possible, however, for every CBC
station to continue providing local news, both supper hour and late-night
versions’’. [Report, p. 305.] The Task Force decided that to provide additional
air-time for the regions and expand the production of performance
programming for the regions themselves, only selected English and French
centres should be involved “in the production of major programs of all
types, primarily for regional but also for national exposure’. [Report, p.
305-6.]

The Task Force proposed creating five English-language regions, with
all programming other than news, information and sports concentrated in
Vancouver, Winnipeg, Toronto, Montreal and Halifax. In CBC’s
French-language television service the cities identified were Montreal, Quebec
City, Moncton and Ottawa. The CBC’s staff and facilities in other locations
might then be scaled down somewhat, with the resulting saving transferred to
the designated regional production centres.
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This recommendation proved to be extremely controversal in the
public hearings the Committee held. We believe the concern expressed was
to a significant degree increased by the fact that the proposal was being
considered in the context of sharply reduced resources in the regions. The
reallocation of funds from smaller stations to larger would have come in
addition to the reductions stations had already experienced. Even without
this factor, the Committee would clearly have heard strong opposition.

The proposal was based on efficiency. It would concentrate resources
within the regions to provide performance programming. The real issue,
however, is whether it would result in greater efficiency at a significant cost
to CBC’s ability to do its job of developing talent across Canada and
reflecting all aspects of life in Canada’s regions.

The complaints the Committee heard came from many quarters: from
people in Newfoundland who believed that their ability to create their own
programs would be affected if Halifax became the centre; from francophone
minorities outside Quebec concerned that their local CBC station would not
be able to carry a music concert variety show or any cultural event
originating in their community; from people in Saskatchewan unwilling to
have to depend on the Winnipeg CBC station for performance programming
of all kinds; from people in Windsor for whom CBC has a special
importance; and so on.

The challenge is to find an approach to running the CBC that
balances the Corporation’s need to be close to Canadians throughout the
country against the desire to make effective use of the available resources.
The Committee believes that the Task Force approach is unnecessarily rigid
and abstract and would reduce the CBC’s ability to perform its cultural role
effectively, without achieving substantial savings. The exclusion of all
francophone stations in Western or Atlantic Canada from any involvement
whatsoever in programs other than news and information seems undesirable.
Similarly, to preclude all CBC stations in Alberta, Saskatchewan,
Newfoundland, and Prince Edward Island from any involvement in
performance programs fails to reflect the nature of Canada. Nevertheless, it
clearly would be extremely expensive for the CBC to operate full production
centres in every location, and would make no sense in smaller centres
where the resources simply do not exist to permit extensive production.
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The regions of Canada differ so extensively from one another that the
Committee believes it would be unwise to impose a rigid pattern in the
allocation of production. Such decisions can best be made by the CBC itself,
based on experience, and the CRTC has a role as licensing authority for both
the CBC and its networks. All such questions are, however, of largely
abstract interest unless the proposed expansion of regional production
actually occurs.

Recommendation 32

No prior limits should be placed on the types of programming
that can be originated in each of the CBC’s English-language and
French-language stations. While it must be recognized that staffing
levels and facilities will differ significantly from station to station,
the CBC should make such decisions, subject to CRTC review and
the provision of the required capital funding from the government.
Decisions should reflect a balance between a concern with
efficiency and the need effectively to fulfii CBC’s mandate to
reflect and serve all regions of Canada.

3.3.6 Other Issues Related to CBC Programming

[n its comments on CBC’s French-language television service the
Task Force expressed concern that the news coverage of the Atlantic
provinces should be improved, out of Moncton, by opening news
bureaus in other parts of the region. The Task Force also recommended
that the CBC’s French television service be reorganized within Quebec,
with news and information services being supported by *“a more
extensive and equitable network of journalistic staff throughout the main
regions of the province’. The CBC advised the Committee that it would
cost approximately $700,000 in direct costs to add news bureaus in
Trois-Rivieres, Sherbrooke, Riviere du Loup and Abitibi. The Committee
notes that it heard comparable concerns expressed about
English-language news coverage. This concern was expressed strongly, for
example, in London, Ontario, where, in spite of the large population in
the region, there are neither CBC radio nor CBC television stations.

- 126 -




Recommendation 33

In its news and information programming CBC should use its
resources in a way that will provide as extensive and equitable
coverage as possible.

In his presentations to the Committee Mr. Franklin Delaney,
vice-president of CBC’s French television service, stated that their problem
was not one of increasing the quantity of Canadian content, but rather one of
raising quality. The French CBC network needs to avoid losing francophone
viewers to English-language TV or to other French networks offering a
larger proportion of dubbed American programming. To some extent these
viewers, increasingly bilingual and with increased access to cable and the
large number of choices offered, seek the higher-budget programs found on
English-language TV. The arrival of a third commercial French TV network
has provided these viewers with a greater overall quantity of Canadian
content to choose from as well as a greater quantity of dubbed American
programming. This may provide a temporary relief in the cross-over viewing
trend of the last few years.

The appeal of American programming, whether dubbed into French
or in English, is putting pressure on the French CBC TV network to
increase drama production budgets. To withstand the competition, more and
more programs with a production style and budget of the “Lance et compte”
type — which draws an audience of 2.5 million viewers — will need to be
produced. The cost of this type of program is very high, sometimes reaching
$1 million an hour, or about ten times the cost of traditional domestic
drama, and 50 times the cost of acquiring an American series dubbed into
French. Without increases in its program budgets the CBC French TV
network will be faced with the choice of increasing drama production
budgets at the expense of other program categories or of asking to be relieved
of its high prime time Canadian content quota in order to purchase a
greater number of lower cost, dubbed American programs. If the French
CBC television network is to play a cultural role in providing Canadian
content of high quality, adequate production budgets must be provided.

Figures in the Task Force Report indicated a general gap between the
average hourly production costs of the English and French CBC networks.
[Report, p. 252.] Updated figures for 1985-86 still show a significant gap: for
example, the average hourly cost for drama production in 1985-86 is
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$120,000 for the French network and $374,000 for the English. This is partly
because the French network produces more hours of drama than the
English. While the Committee agrees that many factors will continue to
contribute to differences in average hourly production costs, it believes that
budgets for in-house and independent productions for CBC (excluding
purchase costs of foreign productions) should be progressively re-aligned to
account for the changing market forces in the French television
environment. Accordingly, the Committee endorses the Task Force
recommendation.

Recommendation 34

CBC French network budgets should be reviewed to establish
hourly production costs that reflect the role assigned to the French
network in the increasingly competitive television environment, so
that the quality of the Canadian programs of the English and
French networks would be comparable.

We noted that the CBC now acquires productions from independent
producers supported by the Broadcast Fund administered by Telefilm
Canada. Such productions in some cases involve the National Film Board, as
well as provincial funding agencies. A significant increase in the use of
independent productions by the CBC has resulted, although we note that the
CBC had always been the broadcasting industry leader in dealing with
independent producers.

The 1983 broadcasting policy, of which the Broadcast Fund was a part,
set a goal under which 50 percent of the CBC’s Canadian programming
other than news, information and sports would be acquired from
independent producers. In its examination of this issue the Task Force
concluded that, although it could find no evidence that there were any cost
advantages to purchasing from independent producers, a more competitive
relationship between the CBC and independent producers stimulates creative
efforts. The Task Force endorsed the 50-50 target but emphasized that the
CBC’s involvement with independent producers must be a part of its
approach to fulfilling its programming mandate from Parliament, and not
simply a matter of playing a role in industry development. The programs
purchased should contribute to the expression of Canadian identity.

The Committee agreed with the Task Force recommendation on this
issue. However, we return in Chapter 5 to the issue of the Corporation’s
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relationship with independent producers in looking at the question of
whether government support for Canadian programming is being delivered
efficiently.

Recommendation 35

The CBC should pursue its policy of cooperation with private
producers whereby 50 percent of television programming apart
from news, information and sports will be independently produced.
It should be understood that the goal is the creation of a diversity
of genuinely Canadian programs, not merely pursuit of an
industrial policy aimed at fostering the growth of the production
industry.

Program production for minority interests, in both the public and
private sector and on both radio and television, is taken up in Chapter 6 of
this Report. The French-language minorities outside Quebec and the
English-language minorities within Quebec are both served by special
programming on CBC-TV. The Corporation’s duty to produce programs in
French and English would be extended to representative aboriginal languages
where numbers warrant, and as funds become available, under a
recommendation of the Task Force endorsed in our Sixth Report. The
Committee also agrees with the Task Force that the CBC should not be
required to broadcast in other heritage languages, but should rather be
required to give Canada’s multicultural composition appropriate
representation in mainstream programming and in its personnel policies.
These questions are addressed more fully in Chapter 6.

3.3.7 Availability of CBC-TV Services and Programs

From its beginning, the CBC has relied in part on the private sector
to deliver its services throughout the country. In CBC radio, this reliance has
diminished to almost nothing, just as reliance on advertising has been
eliminated. In CBC television, on the other hand, reliance on affiliated
private stations to make programming available remains important, just as
private sector advertising revenue remains important to produce it.

The Committee has two distinct but related issues to consider in
connection with distribution of CBC television programming. First, there is
the Task Force recommendation that the CBC either obtain agreement from
affiliates to carry the full network TV service or look to other means of
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distribution. Second, the Committee has been asked by the Minister of
Communications to examine whether there are ways in which the CBC
might save money in its distribution infrastructure and put it into
programming.

The Committee has looked into these two questions with the objective
of assuring that CBC-TV, which is supported by all taxpayers, is made
available to the largest possible proportion of the population, and that
possibilities for diverting money to production that do not detract from
achieving its mandated programming objectives are exploited.

CBC-TV DISTRIBUTION BY AFFILIATES

According to research conducted for the Committee, about 30 percent
of the viewing of CBC network television is accounted for by 31 affiliated
private stations, of which 26 are English-language and five French-language.
Nineteen of these stations are the only ones in their community.

Most of Canada’s larger and more densely populated centres receive
CBC television from another 31 stations owned and operated by the
Corporation. The affiliates typically serve smaller cities and their sometimes
extensive but sparsely populated hinterlands. Nevertheless, there are some
fairly large stations, and they are the ones with the strongest incentive to
reduce carriage of CBC programming.

First, however, virtually all stations have a market incentive to
purchase programs with commercial space and carry them instead of CBC
programs that have no advertising and are designated as optional for carriage.
This can include children’s programs and certain performing arts and drama
productions.

Second, most affiliates prefer procured programs with broad popular
appeal to the type of CBC program that, although advertised and available to
the affiliates without charge, is intended for audiences not fully served by
other networks. This market incentive is especially strong among the larger
English-language affiliates which typically decline to broadcast much of the
CBC'’s non-reserved or optional programs. Another practice is for affiliates to
reschedule network programs — timeshift them — to off-peak periods while
filling the peak slots with U.S. programs.
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The French-language affiliates, with a stronger appetite for
Canadian-produced programming, are better clients. Robert Bonneau,
president of the National Advisory Council Committee of CBC affiliates, told
us that “Canadianization of programming is 99 percent of the time good
news for the French network. It implies successes and high ratings.”
[Minutes, 63:19.] In the 1986-87 program year, the French TV affiliates
carried an average of 86 percent of the full CBC schedule, while the English
affiliates carried an average 77 percent. The French affiliates’ performance
varied from carrying a low of 84 hours a week to a high of 104 out of a total
network service of 109.5 hours; the English affiliates varied from 55 hours
to 87 hours out of a total network service of 89 hours a week.

The commercial advantage to affiliates in substituting American or
other private programming for CBC network programs, especially where the
affiliates are competing with other private stations, can also lead to pressures
on the CBC to slow the pace of Canadianization. Affiliates also often resist
CBC requests that they carry special events such as federal-provincial
conferences and visits by foreign leaders.

Research has suggested, on the other hand, that the CBC could
recover a good deal more from filling the advertising spots around its own
programming than the payments it now makes to the affiliates to carry that
programming. The smaller affiliated stations carry the most CBC programs
and they do so for the lowest cash payments and the least amount of
foregone advertising revenue. The largest stations, on the other hand, carry
the least and cost the most.

Internal CBC studies reveal that certain large TV affiliates could be
economically replaced by UHF rebroadcasters with provision for local station
identification, local news inserts in programming, and local advertising sales.
At the same time, it is the larger stations that have the best chance of
remaining commercially viable if they disaffiliate from the CBC. The
middle-size stations are more dependent on the CBC. Smaller stations
continue to provide the Corporation with an efficient distribution system and
provide local programming that would be costly for the CBC to replace.

The need for action on the problem areas in relations with the
affiliates has become more pressing owing to the increase in carriage of
Canadian programming on the CBC’s English network in prime time and
the financial constraints that the Corporation must observe. The Corporation
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has been examining the merits of a more active approach to replacing
affiliates and diverting the savings into better programming.

Research commissioned by the CBC suggests that the level of
profitability of both its English and French TV affiliates is higher than that
prevailing in most business sectors, though the degree of superiority was less
pronounced for the French stations. At the same time, these profit levels
were generally lower than for other Canadian TV stations.

Research commissioned by the CBC affiliates, while not disclosing
levels of profit performance, indicated that the management of 25 of 31
stations believed they could only remain viable with continued CBC
affiliation. The remaining six stations believed they could survive
disaffiliation, but only at substantially reduced profit levels.

The Committee received firsthand testimony on many of the affiliate
issues at a hearing in London where it heard from a station that is giving up
its affiliation.

R.V. Elsden, president of CFPL Broadcasting Ltd., said:

We have no quarrel with the new thrust of the CBC. However, as a private
broadcast organization, we could not operate as an affiliate for long without a
commercially viable program schedule. [Minutes, 54:37.]

CFPL and its associated station in Wingham, CKNX-TV, are
disaffiliating from the CBC this year. They serve potential audiences of more
than a million. Mr. Elsden said his organization had tried to interest the
CBC in a twin-stick operation. Under this type of arrangement, the full CBC
network service would be broadcast on a separate channel, on which the
local programming would be supplied by the private station. But the CBC
had not been interested and, “we were invited to leave’’. [Minutes, 54:38.]

Mr. Elsden said his area was more than 90 percent cabled and the
CBC network service was not as popular as some of the programming being
brought in. He said the revenue paid to the affiliate by the CBC is a
percentage of the revenue earned in the affiliate’s market over the private
facilities the affiliate provides. “That is becoming less and less, and there is
more and more demand of time,”” he said.
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The president of the CBC, Pierre Juneau, did not disagree
fundamentally with the views of Mr. Elsden. He said:

All commissions of inquiry that I know of have recommended that the CBC one
day replace its affiliated stations with its own. The reason is not hard to
understand. A private station, affiliated or not, can only survive if it is profitable.
Many CBC programs are broadcast to fulfill a mandate and not to make money. ...
So there is clear conflict between the mandate and the cultural objectives of the
CBC and the need for private stations to make a profit. [Minutes, 63:91-92.]

Mr. Juneau said it would not be more expensive for the CBC to have
its own transmitters rather than rely on affiliates.

At the same time, it appears to the Committee that there are
advantages to the CBC in retaining its association with the smaller affiliates
which carry the largest proportion of network programming, but which may
need more support in carrying the “different CBC”’ that is being forged. In
any case, it would be unfair for the Corporation to abandon these stations in
a way that would put them at risk.

Doug Garraway, a member of the Television Network Advisory
Committee of the CBC, which represents the affiliates, told the Committee
that the affiliates “save the CBC a significant investment in transmitters,
station equipment, management and other overhead costs’’. He said the initial
capital cost of replacing these facilities “would be prohibitive to the CBC”.
[Minutes, 63:7.] The affiliates provided about 27 percent of the CBC’s
francophone audience and 36 percent of its anglophone audience, he said.

Ken Clark, also a member of the advisory committee, described the
impasse in negotiations between the CBC and the affiliates:

The essential issue is compensation. The affiliates believe they are entitled to
increased compensation. Although the affiliates are business entities operating in
the private sector, the CBC has chosen to treat them as if they were a department
of the CBC and to deny them proper compensation, referring in support of such

denial to the recent financial difficulties experienced by the corporation. [Minutes,
63:8.]

The affiliates as a group were strongly opposed to the Task Force
recommendation that CBC negotiate with them to carry the full CBC service.
They want the CBC to purchase time in addition to the “reserve time’’
covered by present agreements.
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The Committee believes the starting point for dealing with the affiliate
question must be the principle that all Canadians are entitled to receive the
services of the tax-supported Canadian Broadcasting Corporation. As the Task
Force recommended, negotiations should proceed with the affiliates to this
end and we endorse their recommendation below. Failing agreement that
respects both CBC financial constraints and a reasonable profit for the
affiliate, the CBC should end the affiliation and establish its own
transmitters.

Recommendation 36

The CBC should negotiate with its television affiliates to have
them all phase in over time the full network schedule, without
time-shifting, for what both sides deem to be reasonable
compensation. Whenever an affiliate declines to do so, CBC should
consider ensuring distribution by whatever means it sees fit,
according to local market conditions.

Recommendation 37

The CBC should make plans for the replacement of those stations
that can be disaffiliated to the net financial advantage of the
Corporation and can be expected to be viable economically on
their own. The CRTC should not allow any transfers of related
broadcast licenses pending the resolution of the status of these
stations as CBC affiliates after August 31, 1989.

REVIEW OF OPTIONS FOR CBC DISTRIBUTION

The desirability of exploring ways to reduce CBC production and
distribution costs and put the money into programming was covered
extensively in the Committee’s dialogue with the Minister of
Communications, starting with the Government response in August to the
Committee’s earlier reports and continuing through an appearance by the
Minister in September and her written answers in November to questions
submitted by the Committee. Particular emphasis was given by the Minister
to the point that:

There is a fundamental assumption that there must be no reduction in the
availability of the CBC’s programming to Canadians. All options are predicated on
Canadians still having full access to the existing CBC services. [Response by the
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Minister of Communications to Questions Raised by the Standing Committee on
Communications and Culture, Further to the Minister’s Appearance before the
Committee on September 22, 1987; November 1987, p. 26.]

On March 31, 1988 the Minister sent the Committee a study on CBC
production and distribution options commissioned by the Department of
Communications which we referred to expert study.

The study commissioned by the Department of Communications
examined six options for altering the CBC’s production and distribution of
programs. As well as commissioning our own examination of the study, we
have had access to the CBC’s appraisal of this study and earlier examination
of these questions by the CBC itself. The Committee’s own views on the six
options follow.

1. The first option would put CBC plant, equipment, and other
infrastructure under a separate public agency. The study projected no savings
from such an arrangement and the Committee sees no point in pursuing it.

2. The second option would transfer CBC infrastructure to a private
agency. This too, was not seen as offering a saving. Besides, it could make the
Corporation excessively dependent on others.

3. The third option was based on satellite-to-cable distribution of the
CBC service and cessation of over-the-air distribution. In the extreme case,
the Corporation would retain only one production centre in English and one
in French. Even if regional centres were retained, the service would reach
only the two-thirds of Canadian households that are cable subscribers. In
four provinces the proportion would be below a half of all households. The
option therefore cannot be considered. As Communications Minister Flora
MacDonald observed in her answers to questions:

One can affirm from the existence of a Parliamentary appropriation for the CBC
that as many Canadians as practically possible should be able to receive the signals
of the national service without further payment. [Response by the Minister,
November 1987.]

4. The fourth option envisaged sharing of transmitters between the
CBC and private partners, with each providing part of the schedule. The
volume of CBC programs would decline 50 percent from existing levels. The
Committee agrees with the study group’s decision to dismiss this option,
since it departs so radically from the CBC’s mandate.
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5. The fifth option would combine satellite-to-cable delivery with a
shared-transmission plan to reach non-cable-subscribers, mainly in the peak
viewing hours. This plan is a confusing combination that would change the
programming orientation of the CBC and make savings by enlisting the
private sector. It would reduce the amount of network programming
available to over-the-air viewers by about half. Our researcher, weighing the
conflicting assessments of cost savings by the study team and the CBC,
concluded that about $94 million a year might be redirected to
programming, while foregone capital expenditures of $25 million annually
might bring the total resources for redirection to $119 million a year. Owing
to the alteration in the CBC service and its reduction for a third of the
potential audience, however, the Committee could not accept this option.

6. Under the sixth option, the CBC would sell its regional production
plant to private broadcasters but retain its broadcast licences and transmission
facilities. That is, the CBC would contract with the private sector for
production facilities but retain a transmitting capacity in a twin-stick
operation with the private stations. We have not found it possible to arrive at
a reasonable figure for savings under this plan, which the study estimates at
$84 million to $199 million in operating expenses and at least $23 million a
year in capital, while the CBC claims there would be a loss of $9.5 million a
year. The Committee believes it would be unwise to make the CBC
dependent on the private stations’ production plant. We fear significant
adjustment problems in effecting the transfer of production facilities, and we
would expect the creation of new licensees under this plan to bring about a
further undesirable fragmentation of markets. Therefore, we find this option,
like the others, unacceptable.

[n the Committee’s view any examination of the CBC’s structure of
television stations must grow out of a set of assumptions about the CBC’s
programming responsibilities. The CBC stations must be seen as far more
than a transmission system for programs emanating from the networks.
Instead, they are the key to producing programs in all parts of Canada both
for the regions of Canada and a national audience. The implementation of
any of the options examined in this study would take the CBC the next step
in the direction of a radical centralization of production control and
programming activity. For that reason we favour a strengthening of the
regional production activities of the CBC.

The Committee notes that, in reviewing the options presented in the
study, the Minister of Communications has also concluded that
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implementation of them could mean a reduction in CBC’s local or regional
presence. As a result, in her letter of March 29, 1988, the Minister has
advised the Committee that she has concluded the social costs of
implementing such measures would be too high. The Committee notes as
well that the assessment prepared for us suggests that the financial savings
resulting from any of these options were substantially overstated.

3.3.8 Advertising on CBC Television

The two major commercial influences on the CBC, the carrying of
advertising and the affiliation agreements with private stations, were the
subject of a landmark CRTC licence renewal decision in 1974. The regulator
said, in effect, that the CBC should try to work free of both in order to
become a true public broadcaster. Since that time, the costs of producing the
television service and getting it distributed have militated against a
non-commercial CBC-TV, though CBC radio has carried no commercials
since 1975 and is, as we have mentioned, almost free of reliance on private
stations for distribution.

The Committee believes that commercials should be accepted on
CBC-TV for the foreseeable future. Our urgent priority is the production of
highly appealing Canadian programming in the entertainment gap now so
overwhelmingly occupied by American programming on the English side,
with the danger of the same thing gradually happening on the French side as
well.

From the sponsor’s point of view we believe Canadian business should
not be deprived of the opportunity of reaching the millions of Canadians
who enjoy CBC programs designed for popular audiences. Enterprise in this
country already faces a media advertising spillover from the United States of
formidable proportions; it should not be deprived of an excellent media
vehicle in Canada. In return, business should respect the creative and
editorial independence essential for the CBC if the Corporation is to fulfili
its mandate and serve Canadians with integrity.

For these reasons, the Committee adopts the following three
recommendations made by the Task Force.
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Recommendation 38

The CBC should continue to generate commercial revenue by
selling airtime on its television networks.

Recommendation 39

The CBC should insulate production, programming and

scheduling decisions from attempts to maximize commercial
revenues.

Recommendation 40

The CBC should minimize the disruptive qualities of on-air
commercials on programs such as drama or performing arts
specials, and exclude or minimize them where appropriate, such as
in children’s programming.

3.3.9 Other Factors Affecting CBC-TV Performance

The performance of the CBC’s television networks is affected by a
wide range of factors, many of them largely external to the CBC. The
Committee heard testimony on such questions as the relationship of Telefilm
Canada to the Corporation, the Capital Cost Allowance, the relationship of
the Corporation to the National Film Board, and the effect of labour

relations. These issues are examined later in this Report.
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3.4 Provincial Television

Broadcasting is under the jurisdiction and control of the federal
government. Education, on the other hand, is the responsibility of the
provinces, and it was in pursuit of educational objectives that the provinces
became involved in broadcasting. In the beginning, provincial departments of
education and universities recognized the opportunities of broadcasting, and
prepared school broadcasts and other films and educational materials. By
1970, some provinces were anxious to establish their own educational
broadcasting transmission facilities.

Today, Radio-Québec, TV Ontario, Access Alberta, and British
Columbia’s Knowledge Network are making a substantial contribution to
Canadian broadcasting. In the case of the other six provinces there is no
evidence that they are likely to establish provincial television networks in the
future, although most are involved in producing educational films or
videotapes. The ability of individual provinces to operate television services
naturally varies greatly on the basis of population and revenue base.

The Task Force on Broadcasting Policy felt that the importance of
provincial broadcasters should be recognized in a new broadcasting act and
policy. In its sixth report the Committee agreed, and recommended:

The broadcasting act should make provision for licensing by the CRTC of
educational broadcasting services established by provincial governments, and such
services should be regarded as an integral part of the Canadian broadcasting system.
[Sixth Report, Recommendation 47.]

Provincial broadcasters are not homogeneous; there are differences in
their mandates, organization, and services. Some concentrate on formal
educational or “schools’” programming, often working closely with the
provincial educational authorities, while others take a broader and more
informal approach to education. Yet their raison d’étre was and remains the
province’s jurisdiction over education. The federal and provincial
governments agreed in 1969, after long negotiations, to the following
definition of educational programming:

..programming... to provide a continuity of learning opportunity aimed at the
acquisition or improvement of knowledge or the enlargement of understanding of
members of the audience. [Order-in-Council 1970-496.]

Of course this definition is flexible, and has allowed the various
provincial broadcasters to develop along different lines, in response to the

- 139 -



particular needs and priorities of their provincial governments. Some
provinces, notably Quebec, see education and culture as inextricably bound
together.

Exactly what constitutes “educational’” programming will obviously
differ from province to province, and over time. An important distinction
was drawn by Mr. Jacques Girard of Radio-Québec between instructional and
educational television, with the former being much more geared to formal
or classroom curriculum type of programming. Educational programming,
on the other hand, has a much broader connotation. As David Roach of the
Knowledge Network told the Committee:

Canadians... have assumed a much greater responsibility for their own education.
They are demanding educational and training opportunities that are difficult for
the traditional educational system to meet in conventional ways. That demand will
increase for the rest of this decade and into the next century. To meet the needs,
innovation in both program development and delivery are essential.

Today’s student, or learner as we prefer to call them, is a highly motivated and
selective consumer of knowledge. The rapid explosion of technology, the changing
world of work, the unpredictable economy all combine to create a need for
education and training that is unmatched in history.

It is not possible for the conventional approach to meet all the demands. The

classroom or lecture hall is no longer the sole source of knowledge, as people

appreciate that learning is something that occurs everyday, in almost any

environment. There is a smorgasbord of information available. Getting it to the

g?)ngunier in a co-ordinated and innovative manner is the challenge. [Minutes,
:6-7.

The same point was made by TV Ontario in its brief to the Committee:

As we move towards a post-industrial information age, the need for and role of
on-going education is increasingly important. Canadians will need to enhance skills
and educational resources to prepare for the changing environment; to provide
another option for use of their increased leisure time; and, finally, to aid workforce
retraining. [Brief dated 27 March 1987, p. 2.]

The issue of whether or not to redefine the programming role of the
provincial broadcasting services was addressed in the Committee’s earlier
report on legislation. [Sixth Report, p. 65-67.] In that report the Committee
noted that it did not support any change in the definition of the role of
provincial broadcasters or in the way that definition is interpreted.

It is also desirable, as the Task Force recommended, that the
broadcasting authorities of the provincial governments should be operated at
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arm’s length through autonomous broadcasting entities, just as the CBC
should be operated independently of the federal government. Obviously, it
will be necessary for provincial broadcasters to work closely with provincial
departments of education and governments. The point is that they should be
free of direct political interference and control.

The Task Force also considered it important for the programming of
provincial broadcasting organizations to be distributed as widely as possible
within their jurisdictions, and recommended that this programming be given
priority carriage in all cable systems operating within the province. This
becomes increasingly important as such services make greater use of satellite
transmission, as opposed to traditional off-air transmitters. Section 9 of the
Cable Regulations requires the same priority carriage for all educational
services provided by a provincial authority in which the undertaking is
located, no matter how the service is distributed. The Committee agrees that
this policy should continue.

The Committee also agrees with the Task Force that the CRTC should
consult with appropriate provincial authorities before awarding any licence
for program signals to be broadcast within their province that could be
viewed as a competitive educational service. As noted in the Committee’s
Sixth Report, however, the provincial broadcasters have also expressed
concern over the extra-provincial carriage of their signals without their prior
consent. There are legitimate copyright and jurisdictional concerns on the
part of provincial broadcasters and governments which must be respected by
the CRTC and cable system operators. As Access Alberta told the Committee:

Programming on the ACCESS NETWORK television service is not cleared for
broadcast outside of Alberta. To obtain the copyright clearances required would
result in a substantial cost which ACCESS NETWORK cannot, under any
circumstances, afford to pay. It must be remembered that ACCESS NETWORK is
funded predominantly by a grant from the Government of Alberta and its mandate
is to serve the citizens of the province of Alberta. [Brief, pages 5-6.]

Provincial educational programming performs a valuable function in
meeting provincial needs, and reflecting regional diversity. During its travels,
the Committee heard extensive and continual criticism of the lack of a
regional presence on the national television networks, and the dearth of
production opportunities outside Toronto and Montreal. Provincial
broadcasters are helping to redress these problems. The Canadian
broadcasting system will be enhanced by greater opportunities for the
exchange and screening of programming by provincial broadcasters. Quebec,
Ontario, Alberta and British Columbia have formed an organization to
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promote and facilitate educational broadcasting, the Agency for
Tele-Education in Canada (ATEC), designed to foster cooperation in the
economic exchange, utilisation and evaluation of educational broadcast
materials. ATEC has already demonstrated that efficiencies and economies
can be achieved through co-productions and co-acquisitions, and it is to be
hoped that it will continue to serve as the basis for cooperative activities in
the future. :

As the Task Force noted, it is also important that provincial
broadcasters have access to the support system such as the Broadcast Fund
put in place at the federal level to foster production of Canadian programs.
The Committee supports strongly the decision that was made in 1985 to
allow producers access to the Broadcast Fund based on commitments for
provincial broadcasters to exhibit their programs.
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3.5 Private Television

3.5.1. Introduction

As we saw in section 3.1, private sector off-air stations and networks
account for a substantial majority of both television revenues and audiences
in Canada. It is therefore particularly important to establish public policies
that provide for private television to make a contribution to achieving the
goals established in the Broadcasting Act.

In examining legislative issues in its Sixth Report the Committee
proposed significant changes. The 1968 Act requires that individual
broadcasters provide programming that is “of high standard, using
predominantly Canadian creative and other resources’’. Beyond this provision
the Act now states the broadcasting system as a whole should provide
programming that is “varied and comprehensive’” and should “provide
reasonable, balanced opportunity for the expression of differing views on
matters of public concern.” [Broadcasting Act R.S.C. 1970, Chapter B-11,
Section 3(d)]. Apart from this the only relevant provision in the Act is that
“the system should be effectively owned and controlled by Canadians so as to
safeguard, enrich, and strengthen the cultural, political, social and economic
fabric of Canada’. [Broadcasting Act R.S.C. 1970, Chapter B-11, Section

3(b).]

The Committee’s legislative recommendations would provide a clearer
and more precise statement of Parliament’s objectives for Canadian
broadcasting. The recommendations we made, which we believe are
sufficiently general to be appropriate for legislative use, would:

- clarify the requirement that the programming provided by each
broadcaster and network operation should be predominantly
Canadian, while making provision for appropriate exemptions in
special circumstances;

- clarify the purposes the Canadian-made programs are intended to
serve, including the reflection of Canadian attitudes, opinions,
ideas, values and artistic creativity, the showcasing of Canadian
talent, and the provision of information and analysis concerning
Canada and other countries from a Canadian point of view; and
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- confirm the expectation that the programming offered should
provide a balanced representation of Canadian society.

Our review of policy issues related to television is based on these
revised objectives. Among the critical issues is whether the industry as
currently structured has the capacity to make a greater contribution.

Between 1979 and 1986 there was real growth in revenue in private
television at an annual rate of 3.8 percent in constant dollars as shown in
Table 3.10. The most rapid growth occurred in the revenues of independent
stations, which rose by 6.2 percent, followed by CTV affiliate stations, which
experienced annual real growth of 4.4 percent.
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. 2

Table 3.10 Private Television: Growth in Revenue by Affiliation, 1979-1986'

1979-1986

Note: ! Including revenue from network operations.

Source: CRTC.

INDEPENDENTS TVA CTv CBC AFFILIATES || RADIG-CANADA TOTAL
Annual Annual Annual Annual J Annual Annual
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The advertising revenues of private English-language stations and
networks have been increasing significantly more rapidly than those of their
French-language counterparts. As Table 3.11 indicates, while the revenues of
private English-language broadcasters rose by 121.2 percent in current dollars
between 1979 and 1986, those of French-language stations and networks
increased by just 68.1 percent. In 1986, private French-language stations and
networks accounted for just 16.4 percent of the revenues of all private
stations and networks in Canada. This contrasts significantly with the 27.3
percent share of all viewing of private Canadian stations and networks which
was accounted for by French-language broadcasters and network operators in
1986.

Table 3.11 Private Television: Share and Growth of Advertising Revenue
by Language of Broadcast, 1979, 1984 and 1986 ($ millions)

Growth

1979 1984 1986 SoTaar

$ % $ % $ % %

English 3493 | 795 | 6834 | 837 | 7727 | 836 1212
Stations

French 903 | 205 | 1333 | 163 |151.8 | 164 68.1
Stations

All Stations | 439.7 | 100.0 | 816.7 |100.0 | 924.6 |100.0 110.3

Source: CRTC.

The strength of conventional private broadcasting in Canada is evident
in the profit performance of the industry, as well as in its increasing
revenues. As Table 3.12 indicates, between 1975 and 1986 profits before taxes
in private television were remarkably steady, varying from a high of 20.6
percent of revenue to a low of 16.7 percent. Profits vary to a somewhat
greater degree within the various station groups (Table 3.13) and have
generally been somewhat lower for independent stations than for network
affiliates. There has been relatively little difference between the levels of
profitability achieved in English and in French-language broadcasting,
although in the period 1979 to 1982 profits in French-language broadcasting
were substantially higher.
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Table 3.12 Operating Profits and Profit before Tax of Private Television Stations, 1974-1986'

1975 | 1976 | 1977 | 1978 | 1979 | 1980 | 1981 | 1982 | 1983 | 1984 | 1985 | 1986

Operating profit
($ millions) 503 735 | 776 | 96.7 | 1133 | 125.5 | 161.0 | 189.0 | 1979 | 222.7 | 2329 | 2259

Operating profit

as a percent of
revenue 222 261 | 235 | 241 B99 S 249 | 256 25212484 7240 | "22:4

Profit before tax
($ millions) 379 579 59.6 i 91.3 98.5 123.5| 1455 | 1457 | 1633 | 177.7 | 1754

=Lyl

Profit before tax

as a percent of
revenue 16.7 206 | 180 193| 192 | 17.7 19.1 | 19.7 186 | 181 | 183 | 174

Note: ! Including network operations.

Source: CRTC.



Table 3.13 Profit Margins of Private Television by Affiliation (%), 1979 - 1986 *

1979 1980 1981 1982 1983 1984 1985 1986
English Stations
CBC Affiliates 21.0 18.9 19.9 20.1 21.8 24.8 21.5 21.5
CTV Affiliates 18.2 18.9 21.0 220 21.4 19.8 19.8 18.5
Independents 11.3 7.1 9.3 11.6 12.0 14.0 14.7 13.8
TOTAL 16.6 15.2 17.0 183 184 18.5 18.3 17.2
French Stations
Radio-Canada Affiliates 17.8 24.5 74 134 16.8 23.0 20.8 14.6
TVA Affiliates 31.5 27.6 30.5 21.7 20.1 15.6 18.1 18.6
TOTAL 29.6 27.2 28.0 263 19.7 16.5 18.4 18.2
All Stations 19.3 17.7 19.1 19.7 18.6 18.2 18.3 17.4
! Includ
Sowrce: CRTC

The Committee found it interesting to compare the level of
profitability of Canada’s private broadcasters with that achieved in private
broadcasting in Britain. As Table 3.14 indicates, the net profit before both
interest and taxes among commercial broadcasting companies in Britain
varied from 6.0 percent to 8.4 percent between 1982 and 1985, far lower
than in Canada. As the 1986 Report of the Committee on Financing the
BBC (Peacock Report) noted “The companies’ ability to maximise profits is
to some extent limited by the obligations of public service broadcasting, as
reflected in the Broadcasting Act 1981 and their contracts with the IBA.”
[London, Her Majesty’s Stationery Office, Report of the Committee on
Financing the BBC, July, 1986, p. 15.]
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Table 3.14 Revenue, Expenses and Profits, ITV Companies, (£000) 1982-1985

1982 1983 1984 1985
Net advertising revenue 697,380 824,534 911,291 982,569
Total income 716975 858,210 962,807 1,046,298
Direct programme costs 191,537 193,421 226,041 237,985
Indirect costs 327471 355,057 392,210 422,060
IBA rental 46,370 51,298 53,803 57,072
Fourth Channel subscriptions 49,000 127,983 158,896 171,314
Total Expenditure 647,728 759,785 873,803 939,428
Exchequer levy 27,469 34,114 24,180 24,178
Net profits (before interest and tax) 41,778 64,311 64,824 82,692

Source: (Londom, Her Majesty's Stationery Office, Report of the Committee on Financing the BBC, 1986.)

As the table indicates, the ITV companies earn most of their revenues
from advertising. From this revenue they are required to: meet the cost of
providing programs to the Independent Broadcasting Authority in Britain for
broadcasting on ITV; pay rentals to the IBA to finance the Authority’s
network of television transmitters and supervisory and other services related
to television; pay a subscription to finance Britain’s Fourth Channel; and, in
the case of companies making sufficient profits, pay a levy to the
government. The Peacock Report notes that the aim of this levy is to provide
the public with an appropriate share in the exploitation of a profitable
public asset, the airwaves.

It is not the Committee’s intention to suggest a precise comparison
between private television in Canada and Britain. There are in fact many
substantial differences, including a higher level of risk in Canada because of
much greater competition. Nevertheless, this does not invalidate the basic
point that although private television in Britain offers much lower profits
than in Canada there has been no shortage of licence applicants.

In examining the profitability of broadcasting the Committee also
asked the CRTC to provide return-on-investment information for private
television, as well as for radio and for cable. As Figure 3.2 indicates, the
return on investment in private television is unusually high, in excess of 50
percent for the four most recent years for which data are available. The
return on investment in television is more than twice as high as in either
radio or the cable industry.
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Figure 32 Return on Investment in Private Cable, Radio and Television (%), 1983-1986
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Source: CRTC

The Committee considers it evident that private television has been
making an insufficient contribution to achieving the goals of the
Broadcasting Act. In the comments and recommendations that follow we
address many of the issues that affect the environment within which private
television in Canada functions. Since it is a regulated industry, that
environment is created in large part by legislative and regulatory decisions, as
well as evolving technology and the market for advertising.

3.5.2 The Revenue Base of Private Television

Canadian television faces the central reality that its advertising base is
more limited than might be expected on the basis of Canada’s population
and the economic strength. In appearing before the Committee, the CAB
noted that “television revenue in Canada is $1.2 billion annually, and some
$23 billion in the United States’. [Minutes, 69:20.] The fact that the
advertising base in Canada is roughly half that of the United States per capita
is further complicated by the need to provide programming in both French
and English. The limited advertising base of the industry combined with
programming in two languages greatly increases the need for the public
broadcaster, CBC, to play the central role in providing Canadian
programming. In its brief to the Committee the CAB expressed its support
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for the CBC’s role and mandate to increase the availability of diverse, quality
Canadian programming to all Canadians.

A number of factors affect advertising revenue, including differences in
the number of products advertised in Canada and the United States, as well
as the existence of fewer major advertisers in Canada. However, a major
factor is that English-speaking Canadians spend 30 percent of their time
watching American, rather than Canadian, television. That figure would be
much higher without the impact of the CRTC’s substitution rule, which was
described in Section 3.2 above.

The Task Force commissioned a special study to examine the impact
of U.S. television spillover and of the two major policy initiatives which have
been taken to offset its impact. These are simultaneous substitution and the
provision of Section 19 of the Income Tax Act precluding Canadian
businesses from deducting as a business expense the costs of commercials
placed on American stations and networks in order to reach Canadian
consumers. The premise of that law, usually referred to as Bill C-58, is that
the deduction of Canadian advertising costs for tax purposes should support
Canadian media.

The Task Force study reached the following conclusions:

1) That in 1984 Bill C-58 had the effect of increasing the net revenues of
Canadian television stations and networks by $35.8 million to $41.8 million;

2) That the simultaneous substitution regulations increased the Canadian
television revenues by about $53 million; and

3) That despite the effect of C-58 and simultaneous substitution the loss of
advertising attributable to the remaining spillover of American ads was
between $50 million and $149 million in 1984, with a restricted sampling of
specific advertisers suggesting a shortfall of $124 million.

The Committee shares the view of the Task Force that at a minimum
the provisions of Bill C-58 and simultaneous substitution must be
maintained. Apart from the practical concern to protect the revenues of
Canadian broadcasters, which remain in spite of these measures at half the
U.S. per capita level, the Committee believes that the importation of these
signals without regard to copyright is in principle unfair both to program
producers selling rights for the Canadian market and to the Canadian stations
which purchase those rights.
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In principle the Committee would favour additional measures to
protect the rights purchased by Canadian broadcasters. We regard enhancing
market exclusivity for rights holders as a central issue. We return to it in
Chapter 8.

Recommendation 41

To enhance the capacity of private broadcasters to contribute to
the objectives of a new broadcasting act both Bill C-58 and the
CRTC policy on simultaneous substitution should at a minimum
be retained.

The Committee recognizes the concerns that exist about the impact of
simultaneous substitution on the scheduling practices of Canadian stations
and networks. Since they can protect their local market exclusivity only if
they show U.S. programs they purchase at the same time they are being
shown on the U.S. station or network, their scheduling becomes linked in
lock-step to that of the U.S. networks, hence reducing flexibility in
scheduling Canadian programs. The Task Force recommended that the CRTC
ensure that its program substitution policy does not have the effect of
reducing the exhibition of Canadian programs in peak viewing time. The
essential measure the Task Force proposed to accomplish this was a
45-percent quota for the exhibition of Canadian programs in the 7 p.m. to 11
p.m. time period, which we consider later in this section.

The Committee shares the concern of the Task Force about the impact
of simulcasting on the scheduling of Canadian programs. However, there are
other effects as well. For example, if a Canadian broadcaster simulcasts a
U.S. show it is then available on both Canadian and U.S. channels and can
be expected to garner a larger audience and additional commercial revenue.
However, if a Canadian station or network chooses to show a Canadian
program and forego a substitution opportunity, that program will not only be
available only on the Canadian channel, but will actually be competing with
the U.S. show appearing on the American channel. The result is to add
artificially to the commercial attractiveness of running American rather than
Canadian programs. One further result of simultaneous substitution is to
provide an incentive to Canadian broadcasters to fill the 40 percent of their
schedule in which they can run non-Canadian programs (50 percent of the 6
p-.m. to midnight schedule) with American shows only, rather than
including programs from other countries. For all these reasons, the
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Committee has concerns about this policy and would prefer an alternative
approach to protecting local market exclusivity. However, until an effective
alternative policy such as we examine in Chapter 8 can be put in place,
simultaneous substitution must continue, with the necessary safeguards
against its side effects.

Recommendation 42

The CRTC should develop measures to ensure that its program
substitution rules do not reduce the exhibition of Canadian
programs in peak viewing time. To achieve this purpose,
alternative approaches to protecting the program rights purchased
by Canadian broadcasters should be considered.

The Committee recognizes that the exhibition of American programs
will remain the key to the financial viability of private Canadian broadcasters
for as long as anyone can foresee. We therefore share the strong concern of
the Task Force that Canada should continue to be a separate territory for the
sale of television program rights, with Canadian broadcasters to the greatest
extent possible satisfying Canadian interests in both foreign and Canadian
programs. The Committee’s position on this issue is reflected in our earlier
recommendation that cable television’s role, and the role of other
distribution undertakings should be viewed essentially as that of providing
Canadian radio and television services to Canadian audiences.

Recommendation 43

To the extent possible, broadcasting policy and regulation should
ensure that foreign programs are distributed in Canada by
Canadian television stations holding exhibition rights for the
Canadian market, in order to maximize their available resources to
present a wide range of Canadian programming and to ensure that
they can be an effective advertising vehicle for Canadian
businesses.

The Committee notes with approval that the CRTC included in its
1986 cable television regulations a provision that cable systems may not carry
American stations which began operation after January 1, 1985. Some of
those stations were being established, not to serve the U.S. communities
where they were located, but primarily to serve the adjoining Canadian cities.
[f cable carriage of these stations in Canada is permitted they will weaken
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Canadian stations without contributing in any way to providing Canadian
programs. We urge the Commission not to exempt cable systems from this
provision through conditions of licence.

Taking what seems a completely contradictory direction, the CRTC has
more recently proposed to amend the cable regulations to permit . the
importation of four American superstations — (WTVS Atlanta, WGN
Chicago, WOR New York City and WPIX New York City) — specifically for
carriage on a discretionary basis in packages with the Canadian
general-interest pay television services. The Commission’s primary concern
appears to have been to bolster the financial position of the licensed
Canadian movie channels by making them more attractive to subscribers.
The Committee believes that other options are open to the Commission that
might have achieved that purpose.

Strong concerns have been expressed that this decision will further
erode the separate Canadian copyright market in television. While the
Committee agrees that a wide range of non-Canadian as well as Canadian
programming should be available, it is not necessary to engage in a wholesale
importation of non-Canadian services to achieve that purpose.

Recommendation 44

The CRTC should not use conditions of licence to exempt cable
systems from the regulation which precludes carriage of American
stations which began operation after January 1985, and should
review its decision concerning the importation of American
superstations in the light of its potential to erode the existence of a
separate Canadian television market.

3.5.3 Fragmentation of the Television Market

The ability of private television to contribute to the goals of
broadcasting policy is limited not just by its advertising base but by the
fragmentation of audiences and revenues. Individual Canadian stations
and networks can only contribute to the provision of properly financed
Canadian programming if they have the resources to do so.

As noted earlier the Canadian broadcasting market is already one
of the most fragmented in the world, largely because of the policy of
importing into the Canadian market most of the major American
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television services, as well as great quantities of American programming
for exhibition on Canadian networks and stations. Throughout the
Committee’s hearings we have heard Canadian stations’ concerns about
fragmentation in  both  French-language and  English-language
broadcasting.

Among the factors contributing to fragmentation of market in
recent years are the following:

- the licensing of additional independent off-air stations,
including third and fourth stations in many markets;

- the licensing of a third French-language television network,
with new stations established in a number of markets;

- relaxation of the rules governing carriage of distant Canadian
television stations, that is stations licensed for a different
local television market;

- permitting the carriage of CANCOM’s signals in larger
markets outside the core market of remote and underserved
markets it was licensed to serve;

- permitting the importation of additional conventional and
specialty services from the United States; and

- licensing Canadian pay and specialty television services.

Commission policy in recent years has seemed to emphasize increasing
the number of services at the expense of both copyright principles and the
system’s ability to generate high quality Canadian programming locally,
regionally and nationally. Our point is not that we oppose expanding the
range of television services; in our earlier report on specialty services, for
example, we endorsed the licensing of new Canadian services for carriage on
basic cable service and the importation of complementary non-Canadian
specialty services. There is, however, a balance that must be struck between
expanding the range of choices available and maintaining the capacity of
Canadian stations and networks to provide Canadian programming. While we
recognize that the Commission has built some limited safeguards into these
decisions — for example, providing for public hearings prior to permitting
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the carriage of distant signals — we are concerned that the impact of this
cluster of decisions on the strength of Canadian broadcasting was not
carefully assessed and carries with it great risks.

Based on the concerns expressed by private broadcasters we asked the
CRTC whether it had done any studies over the past five years which
assessed the impact increased fragmentation has had on:

a) the viewing of existing services;
b) the revenues of existing services;

c) the programming expenditures of existing services, both for
foreign and Canadian programs; and

d) the profits of existing services.

The Commission advised the Committee that it has not conducted any
studies which directly examine the issue of fragmentation, although it has
done a number of studies which indirectly deal with the issue at least in
relation to the viewing and revenues of existing services. The latter studies
suggest that adding a new Canadian signal to a market at least expands the
total time spent viewing Canadian stations and suggests that adding a distant
signal does not result in a decline in either audience or revenue of Canadian
stations. However, since no studies have been done which look at profit
levels or at the impact of fragmentation on expenditures on Canadian and
foreign programs, no substantive conclusions are possible concerning the
impact of this fragmentation on the ability of Canadian broadcasters to
finance Canadian programming.

In the Committee’s meetings across the country we heard repeatedly
that growing fragmentation had led to heightened competition for American
programming and much higher prices for it. In response to a question on
this issue the CAB advised the Committee that “The competition... has
undoubtedly forced the cost of American programming substantially higher
than it was even a few years ago’’. [Minutes 69:33.] Asked what impact this
has on Canadian programming, representatives of CAB advised the
Committee that it reduces the potential to generate better quality Canadian
programs.
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We also asked the CRTC whether it agreed that increased competition
for American programs has driven up their costs, requesting data on
expenditures on Canadian and foreign programming by English and
French-language broadcasters in the 1980s. The Committee received the
following response.

The Commission recognizes that increased competition amongst private television
stations may have resulted in some increased costs for the rights to foreign
television programs. However, the Commission also recognizes that costs for these
programs have increased considerably in recent years for reasons unrelated to the
situation in Canada. Increases in foreign production costs and inflation have
contributed substantially to increased program acquisition costs.

The data available to the Commission from Statistics Canada’s annual returns does
not differentiate between broadcasters’ expenditures on Canadian and
non-Canadian programming so that the Commission is unable to provide detailed
information on this subject at the present time.

However, the Commission has recently designed a new, annual monitoring
package which will supplement the annual returns and should in the future enable
the Commission to track, in more detail, information such as the licensee’s annual
expenditures on Canadian and non-Canadian programming.

For the time being, the Commission is not overly concerned about any trend, on
the part of private broadcasters, toward excessive expenditures on foreign
programming. Should such a trend become evident, the Commission feels the most
effective way of addressing the issue would be to continue the present policy of
ensuring, through regulation and conditions of licence, that private broadcasters
produce and broadcast the maximum feasible amount of quality Canadian
programming throughout their program schedules. [CRTC Response to Questions
submitted on December 15, 1987, Private Television, Question 6.]

Information provided to the Committee on a confidential basis
confirmed at least one example of a case in which additional competition
had both sharply increased programming costs and sharply reduced profit.
Neither this example nor the comments concerning the escalating
expenditures on American programming can be taken as proving anything.
However, that is precisely the problem; there is no conclusive information or
analysis available.

[n the case of expenditures on Canadian and non-Canadian
programming the Committee finds it unacceptable that, apart from the
special study done for the Task Force in 1985, the annual statistical survey of
the -industry does not gather information on such expenditures. The
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Committee shares the concern of the Task Force that such data are essential
and should be a regular part of Statistics Canada’s annual survey.

The Committee has already recommended that substantial additional
resources should be provided to the CRTC for research. It is difficult to be
too critical of the Commission when it lacks resources for research but
recognizes itself the need for a substantial, independent research capacity.

Recommendation 45

The annual statistical survey of Canadian television broadcasters
should be amended to provide data on expenditures on Canadian
and foreign programming in each program category.

Recommendation 46

The CRTC should give high priority to research examining the
impact of market fragmentation on the viewing of existing
broadcasters, their revenues, expenditures on Canadian and
non-Canadian programming, and profit levels. The Commission
should also establish a systematic approach to monitoring the
impact of fragmentation. All such Commission research and
monitoring studies should be made public, subject to the
confidentiality provisions recommended earlier by the Committee
in Recommendation 78 of our Sixth Report.

In Chapter 1 of this report we examined the attitudes of Canadians
toward broadcasting issues. Generally speaking there is strong public support
for measures intended to strengthen Canadian programming in the system,
and, except in remote and underserved areas, no strong demand for
additional services. Hence we believe CRTC policy over the next few years
should shift focus toward strengthening Canadian programming and its
financing, in both French-language and English-language private television.
[n making the following recommendation we note that, while the advertising
revenues of Canadian television have been growing steadily in constant
dollars, the advertising pool has neither widened nor deepened in proportion
to the increased number of television services which depend upon it.
Inevitably there is a choice to be made between capitalizing on increased
revenues to fund higher levels of competition or better Canadian programs.
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Recommendation 47

The CRTC should shift its emphasis from licensing additional
television services to strengthening the capacity of the system to
deliver well funded Canadian programs in both French and
English.

3.5.4 Service to Local Communities

Concern about market fragmentation at the local level goes back to
the beginnings of television service in Canada, when CTV signals coming into
small communities resulted in concerns that the existing local CBC affiliate
might fail. At that time CRTC policy in smaller markets was to create a
“twin-stick™ local service, that is to allow the local CBC licensee who was
already in the market to hold the CTV or TVA affiliate licence as well.

The Committee’s concern to maintain local service is reflected in our
earlier recommendations concerning the CBC’s small affiliates. We share
fully the concerns the Task Force expressed to ensure that expanding the
range of services available is not accomplished at the cost of local service in
small markets.

Recommendation 48

The CRTC should continue to recognize the basic importance of
local television programming and pursue policies designed to avoid
or minimize threats to local television stations and local
programming. Policies that will tend to transform local
independent stations whether Canadian or non-Canadian into
regional or national superstations should therefore be avoided.

Recommendation 49

The CRTC should consider allowing existing local broadcasters to
become new “twin’® or “triple’” stick operators rather than
allowing distant Canadian signals into local markets if they
threaten the viability of local broadcasters.
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Recommendation 50

In communities where no local television service is now provided,
the Committee concurs with the proposal to allow the importation
of distant signals either by way of cable or low-power, off-air
rebroadcasting transmitters where frequencies are available.

Recommendation 51

The CRTC should continue to require the licensees to make a
contribution to local programming consistent with their financial
capacity as well as an appropriate contribution to meeting the
broader Canadian programming objectives of the whole system.

3.5.5 The Structure of Conventional Television

While local and regional programming are important and require
protection, the reality of commercial television is that most of the
schedule is filled with programs produced for national markets, whether
in Canada or other countries. Morever, the kinds of programs that
require aggregation of resources at the national level are in the categories
in which remarkably little Canadian programming has been available.

The Report of the Task Force gave special attention to the role of
networks in Canadian television, arguing that the ability of the system to
generate Canadian programming depended to a substantial degree on
the existence of strong network structures. Research prepared for the
Task Force documented the fact that network structures, as opposed to
independent stations, result in a higher commitment of resources to
Canadian programming, particularly in the categories of children’s
programming, drama, variety, music and other types of performance
programming. The Task Force’s research also documented the fact that
network affiliate stations attract a larger percentage of their total
audiences to the Canadian programming they offer than do independent
stations. It showed that in 1984, 37 percent of all viewing of CTV
affiliates was of their Canadian programs, by comparison with 27 percent
for independent stations [Report, p. 457.]

The Task Force Report made the additional point that network
structures were not only more effective and appropriate vehicles than
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independent stations to achieve Canadian programming goals, but that
they had to be effective in aggregating resources if they were to achieve
this purpose. The Report noted that 45 percent of all television
advertising revenue in the United States flows into network structures,
against only 22 percent in Canada; while for national advertising only, in
the United States 60 percent goes to the networks against only 28
percent in Canada. The Report reached the following conclusions:

If Canadian networks had received the same share of national advertising as their
American counterparts, they would have had revenues of $454 million in 1984,
more than double their actual $215 million. The combined effect of the low per
capita spending on TV advertising in Canada and the low aggregation of advertising
revenue on networks is that Canadian networks have revenues that are only 2.5
percent of those of the American networks. [Report, p. 451.]

The Task Force made two related recommendations: first that the
structure of the CTV network should be thoroughly reviewed to ensure
greater effectiveness in providing Canadian performance programs; and
second, that CRTC policies in English television should enhance the
aggregation of resources among stations not affiliated to CBC or CTV. The
issue was not addressed in relation to French-language television, beyond
noting that a new network, Quatre Saisons had recently been licensed.

The evidence the Committee has received suggests that there is general
agreement with the need to give greater emphasis to Canadian network
structures. Action on this issue seems generally to be regarded as a necessary
counterpart to the initiative taken in 1983 through the Broadcast Fund to
make more Canadian programming available in the most neglected
categories.

The CAB submission stated that “We agree with the Task Force’s
assessment of the difficulties faced by independent television stations in
generating domestic entertainment programming’’. [CAB Submission, p. 11.]
and stated that “every attempt should be made to cast the Canadian
broadcasting system as a national entity and not as a regional composite’’.

A copy of a CAB position paper on television networks, presented to
the CRTC, was also given to the Committee in March, 1987. That paper
contains the following statements:

The notion of pooling resources within network structures is raised as a major
recommendation in the Report of the Task Force on Broadcasting Policy... The
CAB agrees with this principle... The aggregation of funds from a substantial
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number of stations is needed to provide quality in entertainment fare, and to
support the cost of local production....

If one were to assess the costs resulting from the Commission licensing numerous,
unaffiliated conventional television services having extensive local programming
expenditure... against a strategy which concentrated or focussed resources within a
national network(s) it is increasingly arguable that the latter option would result in
more enduring contributions. These would take the form of more consistent talent
development and promotion, more varied programming and more impressive
Canadian content. [Comments Submitted by the Television Board of the C.A.B. in
response to CRTC Public Notice 1986-355, p. 2.]

[t is worth noting that Canadians would receive local programming
from Canadian television stations even if they were affiliated to the
commercial U.S. networks (CBS, NBC and ABC). It is only to the extent that
Canadian stations are providing non-local Canadian programming that tkey
are providing a benefit that would not exist if they had simply been allowed
to attach themselves directly to the American broadcasting system.

The Committee notes that since the Task Force Report was tabled a
number of developments have taken place. First, the network licence of CTV
has been renewed and this was done separately from the renewal of the
licences of CTV’s affiliated stations, against the recommendation of the Task
Force, which said they should be considered together. However, network
review did lead to a reconsideration of the relationships between the network
and its affiliates and to the tabling with the Commission of a revised draft
CTV affiliation agreement. That agreement sets out the way air-time and
revenues will be divided between the network and the affiliate stations and is,
therefore, central to any strengthening of the network’s ability to foster
Canadian programming. In the Committee’s meeting with the CRTC, the
Commission’s Chairman stated that the CRTC is looking for a substantial
shift of resources into the network. [Minutes, 72:6.]

[n its written questions to the Commission the Committee asked
whether there would be an opportunity for comment by the public and
interested parties on the revised agreement. The Commission replied that it
would ensure that “the revised agreement is in keeping with changes
indicated at the public hearing and in that decision.”” [CRTC Response to
Questions Submitted on 15 December 1987, Private Television, Question 1.]
While this is not ideal the Committee is pleased that positive changes are
occuring in response to the Task Force recommendation, the intent of which
we endorse.
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Recommendation 52

The CRTC should continue in its policies related to the CTV
network and its affiliate stations to pursue the intent of the Task
Force recommendation, strengthening the network’s ability to
provide Canadian programming at the national level.

Some practical problems must now be surmounted if a formal third
English-language network is to be created. Specifically, it might not be
possible to put such a structure in place quickly. While we recognize these
difficulties, we believe that this option merits serious and prompt
consideration. If a third network is to proceed, consideration might be given
to having its head office located outside Toronto, which now is the
headquarters of both the CTV and CBC English networks.

One obvious way of exploring alternatives for the development of a
third English television network would be for the CRTC to invite proposals
or applications, setting out at that time the purposes the Commission would
wish the network to serve. However, it would also be extremely desirable for
a full study to be done to explore carefully the options available and the
advantages and disadvantages of each. The two initiatives could proceed
simultaneously, with the study providing a basis for judging how realistic the
proposals received were, and which approach would be most effective.

We also foresee situations in which, under the terms of our
recommendations concerning the CBC affiliates, a few such stations might
reasonably be permitted to affiliate instead to a new network. Equally
important, if a third network were created, provision would need to be made
for twin and triple stick operations in small markets, wherever such
arrangements were required to protect local service.

As these comments indicate what we have in mind is a conventional
television network, with affiliated stations in major markets. Such a structure
could contribute significantly to meeting Canadian objectives. If such a
network is created we would expect it to be subject to regulatory expectations
comparable to those we identified in discussing the CTV structure.
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Recommendation 53

Prompt action should be taken to examine the feasibility and
potential benefits of a third national English-language television
network, through both a call for proposals or applications for a
third network and the initiation of a study to examine precisely
what options are realistic and to explore the benefits and
disadvantages of each.

While the Task Force did not make any recommendations on network
structures in French-language television our research suggests that a review
of the existing structures is needed to assess their effectiveness. In looking at
the CBC’s French-language television service we drew particular attention to
the need to ensure that the budgets of French-language programming remain
adequate to ensure the continued success of French-language Canadian
programs in a much more competitive market. In private broadcasting we
believe this same concern requires a review of network structures.

Recommendation 54

The CRTC should commission a study of the TVA, Quatre Saisons
and Pathonic network structures to see whether changes are
desirable which would enhance the ability of conventional
French-language television to provide the high quality Canadian
programs required in an increasingly competitive market.

3.5.6 Incentives for Canadian Programming

Earlier we examined the importance of Bill C-58 and
simultaneous substitution in benefitting Canadian broadcasters and
increasing their ability to provide Canadian programming. The
Committee does not see these policy measures as a government favour to
private broadcasters; rather, we see these initiatives as representing a
legitimate and fair, albeit partial, recognition of the rights purchased by
Canadian broadcasters. We agree with the Task Force that the CRTC
policy of limiting participation in television broadcasting and restricting
the entry of foreign competition has brought Canadian broadcasters
substantial benefits for which it is reasonable to expect a return.
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There are, however, other government initiatives which directly or
indirectly assist private television broadcasters. These include the
Broadcast Fund, and the Capital Cost Allowance (CCA), through which
public support is given to content which the broadcasters use to help
meet their Canadian content requirements.

As stated in our earlier reports, the Committee strongly supports
government initiatives to enhance the quality of Canadian programming
on private television. The Task Force made two recommendations to
further that objective. First, it recommended that the Government of
Canada, as one of the country’s most important advertisers, pursue a
policy of placing its commercials on domestic television programs. In
1985-86 the Canadian government spent $71 million on advertising,
including $25 million on television. The Committee raised this issue
with the Minister of Communications, who indicated that discussions
were continuing within the government. The Committee believes that
this is a sound recommendation. We not believe that costs would rise,
since the rates charged for ads on Canadian programs must always be
competitive with the cost of ads on foreign programs.

Recommendation 55

The government of Canada should normally place its commercials
on domestic television programs.

The Task Force also presented a more comprehensive proposal
intended to encourage advertisers to place their ads on Canadian television
programs. At present the Income Tax Act provides, under the terms of Bill
C-58, for advertisers to deduct the costs of newspaper, magazine and
broadcasting advertisements directed to Canadians only when they are placed
in publications owed and controlled by Canadians in which 80 percent of the
content is different from that of any foreign publication or on licensed radio
and television outlets. The Task Force noted that there were substantial
differences between the way that Bill C-58 affects publications and the way it

affects television, stating that:

In television, while section 19 provides a valuable incentive for Canadian
advertisers to advertise on Canadian rather than American stations or networks, it
does not preclude most or even all of the advertisements being placed on the
foreign programs scheduled by Canadian broadcasters. [Report, p. 684.]
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Since, as we saw in Table 3.8, 80 percent of the peak time viewing of
private English-language stations and 55 percent of the viewing of private
French-language stations may be of foreign programs, the difference in C-58’s
impact obviously does exist. In essence the Task Force position was that this
was not as well-targetted a tax expenditure as it should be. The Report
therefore recommended that Section 19 be amended to provide advertisers
with a 150 percent deduction for the cost of advertising on Canadian drama,
variety, performing arts and documentary programs, subject to the
requirement that such programs qualify for 10 points under the CRTC’s
criteria for defining a Canadian program. The program categories included
are essentially those funded by the Broadcast Fund. The proposed incentive
would parallel and reinforce the CRTC’s current 150 percent Canadian
content credit for 10-points Canadian drama programs.

The CAB supported this recommendation, stating that “The deduction
would both provide support for broadcasters in the scheduling of Canadian
programming in prime time slots, as well as encouragement for advertisers to
use Canadian programs as a means of reaching TV viewers’’. The CAB
proposed, however, that eligible programs should have to qualify for only six
points rather than ten.

In the written comments provided by the Minister of
Communications, we were advised that discussions were held with
representatives of the advertising industry, broadcasters and officials in
government departments that would be affected and that problems were
identified in relation to the workability and effectiveness of the proposal. The
response raised concerns as well about “the question of whether focussing
on the advertiser is an effective way of dealing with the financing of
production”’. [Response by the Minister of Communications, p. 6.] On this
basic issue of whether initiatives which affect advertising are appropriate the
Committee is in agreement that they are. It is for that reason that we support
Bill C-58. The question that needs to be addressed now is whether the
provisions of Section 19 of the Income Tax Act as currently drafted have the
intended effect.

The comments of other witnesses the Committee heard were
contradictory concerning the 150 percent proposal. We believe that some of
the concerns expressed are sufficiently serious that they need to be addressed
through a more systematic study. In the absence of adequate evidence of the
practicality and effectiveness of the proposed amendment to the Income Tax
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