PRIME MINISTER

Attached is a letter from the Home Secretary enclosing

a report sent to shem by the IBA on the likely impact on
e e

employment of cable television. The report (from Coopers & Lybrand)

reaches the conclusion that the net effect on employment of the

expansion of cable will actually be negative. This seems to be

pretty implausible and I suspect that there may be an element

in it of giving the IBA (who commissioned the study) the answers

they wish to hear. The conclusion is based on two assumptions:

first, that expenditure on cable services will simply be diverted

from other goods and services, i,e. there will be no new demand;

and second, that the large majority of the programmes transmitted

over cable will be foreign in origin. Both assumptions are

questionable, the second perhaps less than the first, which is

contrary to all our experience of expansions in leisure industns->

The Home Secretary advises,on the basis of the report,

caution in_speculation about the employment opportunities of

cabig in the forthcoming White Paper.

S

TIM FLESHER

17 March, 1983




QUEEN ANNE'S GATE LONDON SWIH 9A|

1

March 1983

CABLE AND EMPLOYMEN

My officials have already been in touch-with yours, and those of other
Departments concerned, about the encleosed report which the IBA recently
commissicned from Cocpers & Lybrand on the Employment Impact of Cable
Television. But now that I have had time to study the report myself I felt
that I ought to bring it to the personal attenticn of you and other Cabinet
colleagues involved.

The broad conclusion of the report is that while the expancicn of cable
will create new jobs (the figures being not so very different frcm those
suggested in the report by officials which we considered last autumn), the
net effect on employment will actually be negative. This conclusion, if
soundly kased, is ¢ - disquieting cne. I and my Department are
best placed tc assess the cogency of thn analysis in the report - though
believe that ' 'bre have an ﬁLllEWt reputation, and anything
they produce sh ight k iisre > That said it is, of cour
the ca_: that the is speci l_y conr;nod to cable television and

1 interactive services for the tele-
communications market. E 1: .sc apparent that the methodology is open to
challenge. In particular, the assumptiors about the amount of programme
expenditure which will pent road are questionable, Moreover, the
report assumes that expendi 2 ‘ le services would merely displace
spencaing vhich was more 1nuensive in jecb support; it does not fully
account of the possibility that consumer expenditure on cable would be
wholly or in part, and that productivity gains cou;d in the long run ena
the economy to adjust to a higher level of output.

If, however, the conclusicns ¢f the epcrt are sound; or at least
plausible, there are cbvious implications for our cable policy and the
Paper, preparation of which is now well acvanced. At the least we should make
sure, when we scrutinise the White Paper contents, that it does not commit
hostages to fortune in what it says about the employment opportunities which
cable will present.

White

Additicnally, ti report underlines the significance, for the emcloyment
impact of cable, of the extent to which programmes are brought in from abroad
This reinforces the arguments for effective curbs on imported (especially U3
programme material.

The IBA sc me the I i nfiden but with the indicaticn
they were happy £ ne hare it witl ragues. They themselves has
plans for giving it a lot of publicity: I cather they have sent ccopies or

private basis to the Managing Di the ITV companies, but have no

oo i sarin




further distribution in mi 1ally, of course, they would not wish to
give any impression the 1 2port had been "suppressed". So it is
possible, though by no means ce 1 that in due course its contents will
gradually get around and we might in that event be called on publicly to
express some view on its validity. It could also intensify controversy
about the question of pre-~legislative licences.

I am sendipg a copy of this letter, and of the report, to the

Prime Minister) the Chief Secretary, the Secretaries of State for Trade
and Employment, and Sir Robert Armstrong.

A\
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KR
The Rt Hon William Whitelaw CH MC MP }

Secretary of State for the Home Department ]Jﬁ
Home Office F /953
Queen Anne's Gate e G )¢
[uw'%{&£)tkﬂ£d
“Iitr 58664«-%
jlw& f_L"ﬁL""""é{cCC
(pmffdQ)

London SW1H 9AT

Thank you for your - . T March about the Coopers and
Lybrand report on ) - I implications of cable. I have
also seen Norman bbi to you of 25 March.

2 I must say that I do not find the report's analysis at all
convincing. As Coopers and Lybrand acknowledge in their
introduction, the report was compiled at speed and in some areas
- most notably the estimates of the net employment effect of
cable - it seeks to reach precise conclusions where the
uncertainties are such as to preclude this type of analysis.

3 The conclusions on the gross employment effects - the Jjobs
created by cable - are broadly consistent with the figures which
we GEEETH%?EE'last December and which have been reproduced in
Chapter 2 of the draft White Paper. Coopers and Lybrand's
optimistic case, which assumes a 36% penetration of the UK, giwves
long term employment of 21,000, an estimate which IS broadly
consistent with the conclusions of the draft White Faper. “In
addition there will be short term jobs in construction which we
put, about 000 compared with tt report's estimate of about
13,000 on the 'optimistic' b
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Caxton House Tothill Street London SWIH 9NX F

Telephone Direct Line 01-213
Switchboard 01-213 3000

The Rt Hon William Whitelaw CH MC MP
Secretary of State

- Home Office

50 Queen Anne's Gate

LONDON

SW1H 9AT

1 (Uf”.'e,

EMPLOYMENT EFFECTS OF CABLE

—

Thank you for sending me the Coopers and Lybrand report with
a copy of your letter to Patrick Jenkin.

As you say, officials have already been in touch about this.

My Department has endorsed the Treasury's suggestion that,

as the employment estimates are peripheral to the main purpose of
the White Paper, the unproductive argument that could result from
including figures makes it not worthwhile to do so. Estimates at
the moment can be no more highly tentative and inevitably open
to challenge.

This seems particularly to be the case with estimates of the net
effect on employment. We do not accept Coopers and Lybrand's very
negative views of this, but there is little doubt that the growth
of the cable industry will result in some jobs being lost elsewhere.
It would be too much of a hostage to fortune to suggest’ the extent
of this, and overall, I think we do better to stay out of the
numbers game altogether at this stage.

I would like to see the White Paper strike a generally positive
tone about the economic effects of cable without giving figures
for jobs created. It is too difficult to make sensible estimates
for the time being.

S







. 'wamury Chambers, Parhhament Strect, SWIP 3ACG

The Rt Hon William Whitelaw CH MC MP ;5(\ 17

Secretary of State

Home Office

50 Queen Anne's Gate

London SW1H 9AT 25 March 1983

}»,r fP m'(...J ‘é’ _”/0

CABLE AND EMPLOYMENT PROSPECTS --

I was interested to see your letter to Patrick Jenkin of

15 March about the Coopers and Lybrand Report on the Employment
Impact of Cable Television. Your officials have, of course,
already been in touch with mine about it.

Coopers' figures for direct employment are not significantly
different from those in the draft White Paper, but as you say,
Coopers themselves admit that their figures for the indirect
effects are much more unreliable. In fact we do not accept
Coopers' conclusion that there could be a net loss of employment

in expanding cable. We believe that their approach is metho-
dologically unsound since it assumes too static a view of the
economy and pays no heed to the automatic equilibriating mechanisms
which exist within it.

Turning to the point raised in the fourth paragraph of your letter,
I think that we must draw a distinction between having a "buy
British" policy for cultural reasons, and having one for employ-
ment reasons. It is clearly open to us to decide that we want

to restrict foreign (ie non-EC) prograpming for '"cultural!'" reasons.
But it would not be consistent with our overall approach to
economic policy to protect the UK programme-making industry solely
on employment grounds. Clearly protection could raise employment
in the industry itself but there would be offsetting losses in
terms of employment elsewhere in the economy. I think we should
avoid imposing such distortions or requiring the new authority

to do so, if we can.

I am copying this letter to the recipients of yours.







