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GROSS-MEDIA o w n e r s h ip

. 1. The consultation on media ownership rules ends today. We will now look at 
the responses we have received receive on cross-media ownership, arid will 
put up a'summary, with some recommendations for decisions, at the end of 
next week: We are arranging a long rrieeting on 5 February to decide what 
direction to take.' A full timetable for the decision-making process is at 
Annex A. .

2. In the meantirti,e; you. asked us to do some further work. 1 attach:

Annex B A summary of the current rules
Annex C Some illustrations of the existing pattern of media ownership 
Annex O How national ownership patterns might change if particular rule 

changes were made. , ,
Annex E The effects of changes in local newspaper/radio cross-ownership 

rules in 3  different areas. .
Annex F The effect of the existing prohibitions on foreign ownership. 
Annex G How the licensing system protects.diversity and plurality

3. It is important to remember, when looking at this work, that rules could be
made more flexible through the use pf plurality tests - Annex H provides a 
note on the effects of such a system. . .

rship Officer
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Af^NEX-A
TIMETABLE FOR DECISIONS

Now Consultation period ends. This note submits additional scoping work.
“ ■ ■■ ■ - -

30 Jan Officials, special advisers and No 10 meet to discuss options. .

1 Feb Officials submit recommendations, attached to a quick, digestible summary of what 
the major players have said in their responses on crossr-media ownership (since we 
only have a week to compile this it will not be exhaustive). Submission to be copied 
to Patricia Hewitt for comment.

5 Feb Meeting to discuss the submission: Ministers, officials, special advisers and No 10.

8 Feb Letter to PM, copied to colleagues (for collective agreement) with firm proposals.

15 Feb PM's agreement ‘ .

Why do we need agreement by this date? __ ' • .

Cabinet Office want all matters of media ownership policy to be settled, and draft instructions to be 
ready, by the time LP committee first considers the Bill in mid-February. In the above timetable, we 
wouldn't have draft instructions ready in time for LP committee but we would have decided on a 
direction. No 10 suggest they will be able to convince Cabinet Office that everything is OK.

Why do. we still need to set aside so much time for drafting?

We do not have dedicated Parliamentary Counsel, and this means at any point we could be 
abandoned to our own devices in favour of the Police Reform BilL '

Our own lawyers cannot devote all their time to media ownership except in the window 25 Jan - 8, 
Feb (which they will use to work on all instructions except those fqr cross-media ownership) since 
they are dealing with the rest of the Bill, where there have already been added complications.

We do not know how complex drafting will need to be until we have something to work with. 
However, Schedule 2 of the Broadcasting Act, that which stipulates mles on media ownership, is 
itself very long and complicated and reform could require considerable thought. We need to take the 
time to make sure the Bill clauses have the desired practical effect, whatever the policy.
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Summary of existing cross-media ownership rules
ANNEXE

TV/radio cross-ownership

1. No one can hold the GMTV licence or the C5 licence and a national radio licence.

2. No one can hold a local radio licence (analogue or digital) and the regional,Ch 3
licence in the.same area. .

2 0 % rules on newspaper owners

3. No one controlling more than 20% of the national newspaper market can hold any 
licence for Ch 3. C5. or any radio service.

4. (a) No one controlling more than 20% of the national newspaper market can hold . 
more than a 20% stake in any Ch 3. C5 or radio service.
(b) A company may not own more than a 20% share such a service if more than 20% 
of its stock is in turn owned by a national newspaper proprietor with more than 20% 
of the market. [This is the  so-called 2 0 :2 0  ru(e]

5. ; No one controlling more than 20% of the local newspaper market in any Ch 3 region
may hold the licence for that Ch 3 service. .

6 . No one controlling more than 20% of the local newspaper market in the area of a 
digital programme service may hold the licence to provide that digital service.

Limits on local newspaper companies owning local radio stations

7. Anyone controlling more than 50% of the local newspaper market in the coverage 
area of a local radio station own that station only if: there is another station under

' different ownership in the same area; the acquisition passes a public interest test. 
They may own no more than one station in any area. , '

8 . Local newspapers owners controlling more than 20% of the market may own up to 
two licences for overlapping local radio services i£ one is FM and the other is AM; the 
acquisition passes a public interest test.

9 . Local newspapers owners controlling less than 20% of the market can own up to three 
licences for overlapping local radio services, as long as they pass a public interest test.

Rules that merely stipulate a public interest test '

10. Any application by any newspaper owner to hold a licence for GMTV, C5, or any 
, national radio service will be subject to a public interest test.

11. Any application to hold a regional Ch 3 licence or a local radio licence by any national 
or relevant local newspaper owner will be subject to a public interest test.

12. Digital programme services may not be provided for three months after.the award of
the licehce to a national or relevant local newspaper owner unless a plurality test is 
met. . •
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CROSS M E D IA
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Options for Deregulation: Possible Effects on National Patterns of Ownership
ANNEX D

This note lists all the existing cross-media ownership rules except the rules on local 
newspaper/local radio ownership (which are examined in Annex E). It suggests what 
changes might be made to each rule, what the possible effects are, and, where possible, 
what shares of the national audience a company might gain as a result. Where figures are 
suggested for total Share of Voice they are a simple average of total TV audience share, 
total radio.audience share and national newspaper circulation share.

We have referred to existing companies where possible.

It is important to remember why we cannot be more definite in our predictions:

' We can ohly predict what certain companies would be able to own and what might 
happen to audience shares were we to change certain rul̂ s. We don't know which 
conhpahies, dbhnestic or European, will decide to bid for what; ■

• Competition law may prevent some mergers, for example those that seem to give one 
company too dominant a position in a local or national advertising market 
(Cartton/Granada for instance). ,

TV/radio cross-ownership . . .. .

1. No one can hold the GMTV licence or the C5 licence and a national radio licence. ’ 

Possible changes: '

Removal .  ̂ .

Effect -  A ny T V  com pany (Bertelsmann/RTL fo r  instance. orG ranada) could ow n as m an y  o f  the  
3  n a tio n a l radio stations (Classic FM, Virgin, Talksport) as they wanted.

IF a singld fTV  bought a ll 3  national radio stations, they w ould  control 25%  o f  the TV  m arket,
8%  o f  th e  radio m a rke t and 11% o f  to ta l Share o f  Voice. .

Replace with a rule that prevents ownership of a national TV licence and more than one 
national radio licence.

E f f e c t - I f  a TV  com pany bought Classic FM, they  w ould  hold  4.4°/o,of the to ta l radio m arket. I f  
they bought talkSPORT their share w ould  be 1 .7%  and  fo r  Virgin the gain w ou ld  be 1 .5% .

2. No one can hold a local radio licence (analogue or digital) and the regional Ch 3 
licence in the same area. .

Possible change:

Removal '

Effect -  IT V  com panies (Carlton, Granada, SM G o ra  m erged/foreign-bought entity) w ould  be 
able to  own as m an y  local radio licences as any o f  the big radio companies (Capital, CV/R etc).
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-i -

There w ould s till be rules ensuring the  exigence o f  a t  least 3  different lo c a l radio owners in  
~eveiyafeawfTere 3  o r more Nations existed. '  ̂ ^

IF  a single r r v  com pany were to  buy as m any local licences as they possibly could, th ey  m ig h t  
control 25%  o f  th e  TV market, 17% o f  the radio m arket and 13% o f  to ta l Share o f  Voice. I f  ru le  
1 was also rem oved and  the same, company bought a ll 3  national licences, th e y  cou ld  co n tro l 
25%  o f  th e J V  m arket, 25%  ofthe.radio m arket and  nearly 17% o f  to ta l Share o f  Voice.

20% rules on newspaper owners .

3. No one controlling more than 20% of the national newspaper market can hold any 
licence for Ch 3, C5, or any radio service. . .

Possible changes: • . . ‘

Raise the limit to 30% .
Removal . .

Ejfect - Essentially theskm e. O nly 2  com psniesare a ffected  by this rule a t  present. I f  the  lim it  
were raised to 3 0 % , the  only change w ould  be to a llo w  to  a llow  Trinity M irro r to  h o ld  
broadcasting licences. Subject to public  interest tests (see rules 10-12  b e lo w ) th ey  m igh t f o r  
instance be  ab le  to  own 1 /3  o f  the nation's local radio services and  a ll o f  C hannel 5 .

A  lim it o f  30%  w o u ld  exclude only New s In iernationali who w ould also be  excluded b y  the ban  
on foreign ownership o f  analogue terrestrial broadcasters, t o  have a ru le  th a t  affects only one  
existing com pany m ight be to risk hybridising the B ill (a  hybrid Bill is one th a t  has a c lear in ten t 
towards one particu lar party, arid w ou ld  therefore fa il) .  ‘

4  The so-called 20:20 rule: .

(a) No one controlling more than 20% of the national newspaper market can hold more 
than a 20% stake in any Ch 3. C5 or radio service.
(b) A company may not own more than a 20% share such a service if more than 20% of 
its stock is in turn owned by a national newspaper proprietor with more than 20%. of 
the market..

Possible changes:

Remove (a) and (b) • . .

A t present, i f  (a )  and (b ) were rem oved there  w ould s till be  a requirem ent fo r  a ll national 
newspapers to  satisfy a public interest test before acquiring a radio station, a Channel 3  licence 
or the Channel 5  licence. ‘

Trinity M irro rw o u ld  be allow ed a stake o f  an y  size, subject to a public in terest test. Sky w ould  
also be  a llow ed an y  stake, i f  O FCO M  did n o t consider th e m jo  be controlled by  New s  
In ternational, a fore ign company (this is the current FTC position).

A  com pany m ig h t own 25%  o f  the  T V  m arket in the fo rm  o f  a merged i t V  as w e ll as, say, a 35%  
share o f  th e  nationa l newspaper m arket. IF  the  TV/radio cross-ownership rules w ere also 
removed, th a t single company could p o ten tia lly  ow n 35%  o f national newspapers, 25%  o f  T V
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a n d  25%  o f  radio, giving i t  a 28%  share o f  to ta l Share o f  Voice, this m ight rise i f  fu rth er  
consolidation in newspaper and TV markets was a llow ed by the com petition authorities.

Raise all the lim its to  30%

E ffect -  Subject tO public  interest tests. Trinity M irror w ould  be a llow ed to  h o ld  3 0 %  stakes in  
any radio o r television service. News International w ould  still be excluded b o th  because they  
are a  foreign com pany and because they own more than  30%  o f  the national newspaper .
m arket. S l^  w ould be excluded since News International own 36%  o f  th e ir stock and  control 
3 3 %  o fth e  national newspaper market. ' .

This w ould no t have a noticeable effect on audience shares unless Trinity M irro r w ere deem ed to  
contro l a broadcaster w ith a stake o f  less than 30%  (unlikely). .

Remove (b) only -
’ • * . ' . r ■ t **

Trin ity  M irror w ould  s till be restricted, bu t S ly  would be allow ed to invest as long as they  
w eren 't considered to be  controlled by News International (as a foreign com pany an d  a 
new spaper com pany w ith m ore than 20%  o fth e  m arket). .

IF O F C O M  concluded th a t Skywere n o t controlled by New s International, th e y  m ig h t be ab le  to 
buy n V  and gain a 3 3 %  share o f  th e T V  m arket.

- '*

5. N o  one controlling more than 20% of the local newspaper market in any Ch 3 region 
may hold the licence for that Ch 3 service.

6 . N o  one controlling more than 20% of the local newspaper market in the area of a 
digital programme service mav hold the licence to provide that digital service.

Possible changes:

Remove both these rules • .

E ffect -  Any TV  com pany w ould be fre e  to  buy up as m a n y  local newspapers as they w anted  
(subject to the operation o fth e  reform ed newspaper m erger regim e). Regional new spaper 
groups w ould  be able to  run DTT channels.

IF  a single ITV  m erged w ith the largest existing regional newspaper group (Newsquest) this 
w o u ld  give them  11 %  o fth e  m arket fo r a ll newspapers in  addition to  25%  o fth e  T V  m arket. If. 
the  rules on national press ownership were also removed, such a com pany could instead m erge  
w ith  Trinity M irro r an d  control 23%  o fth e  m arket fo r a l l  papers.

Raise the limit to 50% in both cases

Effect -  Since regional newspaper companies often own nearly 100%  o f  the lo ca l m arket, a 50%  
Ihn it w ou ld  prevent them  providing DTT channels or Channel 3  licences in the  sam e area. Such 
a  lim it w ould also p reven t ahy TV com pany (eg  Carlton or Granada, who own Ch 3  licences, or 
Sky, who have digital program m e service licences) becoming a com pletely dom inant voice in 
any m arket, bym akingsure  they had  a t least one m ajor com petitor in the local press.
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So a single ITV  w ould  be allowed to  buy only lim ited newspaper in terests-papers th a tw e re  n o t  
^dominant in their locallnarTceCAf egidnalnewsp^^ group W e lJ in iiy M rrrW c d u td  expand  to  “ 
own particular iTV  licences, in areas where they were n o tth e  dom inant press owner, an d  so 
could not own a single rrV . , -

Limits on local newspaper companies owning local radio stations

Rules 7-9: The possible local effects of changes to these rules are considered separately in 
Annex E. . .

Rules that merely stipulate a public interest test

10. Any application by any newspaper owner to hold a licence for GMTV, C5, or any 
national radio service w ill be subject to a public interest test.

11. Any application to hold a regional Ch 3 licence or a local radio licence by any 
national or relevant local newspaper owner w ill be subject to a public interest test.

12., Digital programme services may not be provided for three months after the award 
of the licence to a national or relevant local newspaper owner unless a plurality test is 
met.

Possible change:

Remove all these rules '

Effect -  N one, in practice, except to  s im p li^ an d  deregulate, since no acquisition has ever been  
prevented by a  public  interest test. These are back-stop m easuresthat try  to  m ake i t  m ore  
difficu lt fo r  any newspaper, no m a tte r  how small to acquire any cross-holdings in any m arket.

Empower OFCOM to apply a plurality test to all these mergers .

Effect is unpredictable, b u t p lu ra lity  tests could be used to  apply  to  a ll rules -  see the separate  
note a t  A n n e x  H .
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, ■ ANNEXE
Options for Deregulation at local level: possible effects and case studies ; .

_ • . • « 
Again, please note: • .

• We can only predict what certain companies would be able to own and what might happen to 
audience shares were we to change certain rules. We don't know which companies, domestic 

, or European, will decide to bid for what;
■ • Competition law rnay prevent some mergers, for example those that seem to give one ' 

company too dominant a position in a local advertising market

The relevant rules are: .

7. Anyone controlling more than 50%.of the local newspaper market in the coverage, area of a 
local radio station may own that station only if: there is another statipn under different 
ownership in the same area; the acquisition passes a public interest test. They may own no 
more than one station in any area: .

8; Local newspapers owners controlling more than 20% of the market may own up to two  
licences for overlapping local radio services ]£ one is FM and the other is AM; the acquisition 
passes a public interest test.

9. Local newspapers owners controlling less than 20% of the market can own up to three .
licences for overlapping local radio services, as long as they pass a public interest test.

Possible changes: . .

Remove all these rules and rely on the proposed radio ownership rules (ensuring 3 separate owners in 
every area with 3 or more radio stations)

G eneral E ffec t-R eg iona l newspaper owners (larger groups such as Trinity M irror, Johnson Press or 
N ew squestand regiorially in fluential groups like RIM) w ou ld  be subject to  the same ownership limits as 
an y  radio group (ie  the rules ensuring a t  least 3  different owners in areas with a t  least S d iffe rerit .
services). In. urban areas this could m ean two companies controlling the newspaper m arket and sharing 
the  lo ca l radio m arket w ith  one o ther owner. In rural areas i t  m igh t a llow  one company to  own the only 
loca l radio sen/ice and a ll the local papers. .

A t national level, IF  Trinity Mirror, w ith  23%  o f  the m arket fo r  a ll newspapers (national, regional and  
lo c a l) bought as m any radio stations as possible, i t  could control 4 5 %  o f  the local radio m arket, 
equating to 17%  o fih e  to ta l radio audience. .

Remove rules 8 and 9. but keep rule 7, without the public interest test

G eneral Effect -  no com panycould  own all o f  the local press and the  local radio stations in any area.
O n ly  a company w ith  less than 5 0 %  o f  the local newspaper m arket could also own the only local radio 
station in the area. N o com pany w ith  more than 50%  o f  the newspaper m arket would be able to own 
m ore  than one radio station in an area, even i f  there were 6  o r 7  in to ta l.

A  com pany could p o ten tia lly  have th e  same share o f  the to ta l audience fo r  both newspapers and radio as 
they  could under the firs t option, b u t only i f  they held the ir press and  radio interests in separate areas. I f  
they  he ld  interests in th e  same localities, they would be restricted to  a marginally sm aller to ta l audience 
unless they bought only those radio stations w ith the biggest audiences.

(It would alternatively be possible to impose a new rule that prevented any newspaper from owning 
any radio station in an area where there were less than 3 licences. This would not be deregulatory in 
those areas, although it would in areas with 3 or more stations, where ownership would simply be 
governed by the radio ownership rules)
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■ Case Studies

1. The follow ing pages map out the possible im pact o f reform  on three d iffe ren t local m arkets in the  
-N orth-of-England,.ranging-frora Leeds-ta Dronfield, a sm all-tow n4ruthe-Peak-D istrict, -The figures are - 

not precise, b u t should be viewed as an outlirie picture, based on w h at w e  have been able to  find a t 
.short notice: . .

• The in fo rm ation  on newspapers is w hat the DTI have readily available, dating back to  the
C om petition Commission report on Regional Independent Media and  
G annett/Johnston/Guardian Media case (N ovem ber 2000). Some o f the figures (and perhaps 
some o f th e  owners) w ill have altered since. .

• The radio  data represents estim ates o f local audience shares based on Rajar data fro m  2001.
. The Rajar survey provides figures only fo r the share of listening th a t a station gets in it's  own 

coverage area. The audience share estim ates below  w ill therefore include som e listeners .. 
outside th e  local area in question, and m ay to ta l slightly m ore th an  100%  fo r th is reason.

2. W e have suggested w h at opportunities m ight exist fo r the existing operators in each m arket, but 
of course th ere  w ilt also be opportunities fo r new entrants, dom estic and European to  buy sim ilarly  
significant shares,

Scotland '

,3 . You asked fo r som e inform ation on Scotland. W e do not have th is to  hand. How ever, Scotland is 
in m ost respects sim ilar to  any other area o f th e  U K -w ith respect to  th e  effects o f m edia ownership 
rules:

• O ne com pany (o f any European nationality) w ill be able to  own a ll th e  Scottish ITV  licences
under o u r proposals. . .

• In individual local areas, p lu rality  w ill be protected to  a greater ex ten t than a t present by the
proposed radio ownership rules, ensuring at least 3  d ifferent owners in every area w ith  3 or 
m ore stations. .

4. A rnajor d ifference is th a t Scotland-w ide papers are considered to  be UK national papers, and w ill 
be considered as such under th e  special fegirhe for nevvspaper rnergers. How ever th e y  are n o t large 
enough in circulation term sTor any Scotland-only newspaper group to  be affected by th e  cross­
media ownership rules on national newspaper owners.

5. From a Scotland-w ide p lurality  perspective, th e  key cross-m edia ownership rule is therefore th at 
preventing jo in t ownership o f C h annels  licences and radio licences in th e  same area (ru le  2  in Annex
B). If th is rule is rem oved, one com pany could own a ll Scottish ITV  licences and up to  45%  o f the  
local com m ercial radio audience (or 17%  o f th e  to ta l radio audience).

6. The rules th a t act a t local level a ffec t Scottish com m unities in exactly th e  same w ay  as English
ones, except th a t in th e  N orth o f Scotland th ere m ay be m ore com m unities w jth  few er m edia 
services In to ta l. The relevant rules are: .

? rules 5 and 6 preventing jo in t ownership of m ore than 20%  o f local papers and Channel 
3 /d ig ita l progratnm e service licences; .

• . rules 7 ,8  and 9 preventing imposing lim its  on th e  jo in t ownership o f local newspapers and local
rad io statio n s.
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Radio .S tatio n O w n er
P --------------------------------------------------------------------------------!  • •

E stim ated  %  share o f lo ca l 
co m m erc ia l radio audience.

A ire FM EMAP . 33.5

M agic 8 2 8 EMAP 20.5

The Pulse Wireless Group 35.8

G alaxy 105 Chrysalis '  16.5

N ew sp ap er O w ner %  share o f lo c a l/re g io n a l 
press c ircu la tio n

Dewsbury Reporter Regional Independent M edia (RIM ) 0 .2

Harrogate A dvertiser RIM 0-2

Yorkshire Evening Post . . RIM ■ 22.1

Yorkshire Post RIM . 2.1

Leeds Express Johnston Press . . 16.4

Leeds W eekly  News RIM . 50.6

Pudsey Tim es 5.0

W h arfe  V a lley  Tim es RIM 3.3

A t present: Johnson Press could own up to  3 stations. RIM could own o n ly  one. W ireless Group or 
Chrysalis w ould be able to  buy as m any papers as th e y  liked. EMAP w ould only be able to  buy 50% . 
A ll acquisitions w ou ld  have to  pass a public interest te s t. ....... .,

I f  a llth e  ru les are  rem o ved , and w e  re ly  on th e  proposed rad io  ow nership  rules -  Johnson and RIM  
could both buy o n ly  one radio station (since th e  radio ownership rules W ould effective ly  prevent 
anyone ow ning m ore than  45%  o f th e  range o f stations w here th ey all cover m ore than 75%  o f the  
area - th is equates to  a lim it o f 1 station  out o f 4). A ll the radio groups w ould be free to  b iiy  as 
many papers as th e y  w anted. . . '

I f  w e  keep ru le  7  -  RIM w ill s till be restricted to  one station , where Johnson could buy up to  tw o. 
EMAP w ould  s till be restricted to  less than 50%  o f th e  newspaper m arket.
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DONCASTER

Radio S tatio n O w n er E stim ated  %  sh are o f  local 
_  C5mm.encial rad io  audience _

. . H a llam  FM  ̂ EMAP . 42 .2

. M agic AM - EMAP 9.0

Trax FM Lines FM 44 .5

G alaxy 105 Chrysalis . 16.5

N ew sp ap er O w n e r %  share o f lo c a l/re g lo n a l 
press c irc u la tio ti

Deam e V a lle y  W eekender . Newsquest 7.8

Doncaster Advertiser ■ Johnston 36 .9

Doncaster Courier Johnston 34 .4

Doncaster Free Press Johnston . 13.5,

Yorkshire Post . RIM 1.2

Retford +  Gainsborough Trader Johnston . 1-1

Sheffield  Star RIM 5.0

South Yorkshire Tim es Johnston 0.1

. . iL jU . 7-
A t p re s e n t RIM  could.own up to  3  stations. Johnson could only.ow n one. Newsquest, as p a rt of the  
Am erican com pany G annett, could not own any due to  foreign ow nership rules. Chrysalis o r Lines 
FM could buy as m any local papers as th ey  w anted, w here EMAP could o n ly  buy Up to  5 0 % . A ll 
acquisitions w ou ld  have to  pass a public in terest te s t

If  a ll th e  rules a re  rem oved and w e  re ly  on radio  ow nership  rules: Any o f th e  newspaper groups, 
except New squest (unless foreign ownership rules.change) could buy one o f th e  radio stations. A ll 
th e  radio groups w ould be free to  buy as m any papers as th e y  w anted . , .

If  w e  keep ru le  7: Johnston w ould  s till be restricted to  owning one statio n  only, and EMAP would still 
be able to  own o n ly  50%  o f the newspaper m arke t

u -
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DRONFIELD

Radio S tatio n O w ner E stim ated  %  sh are  o f local  ̂
com m ercia l rad io  audience

H allam  FM EMAP 42 .2

M agic AM . EMAP . 9.0

Peak 107 FM Peak 107 42 .0

G alaxy 105 Chrysalis ■ 16.5

N ew spaper O w ner %  share o f lo c a l/re g io n a l 
press c ircu la tio n

Derbyshire Times Johnston 6.2

Dronfield Advertiser . Johnston 42 .7

Sheffield Star . RIM 9.8

Sheffield Telegraph RIM 3 .7

Sheffield W eekly  G azette RIM 37.6

A t present; Johnston could own tw o  stations, as long as one was FM and th e  other AM . RIM could 
only own one. Chrysalis or even Peak 107 could buy as m any local papers as they w anted , whereas 
EMAP could only own up to  50% . A ll acquisitions w ould have to  pass a public interest tes t.

If  a ll th e  ru les a re  rem oved: A ny o f th e  newspaper groups could buy one o f th e  radio stations. A ll 
th e  radio groups w ould be free  to  buy as m any papers as th e y  w anted . ■

If  we keep rule 7: RIM Would be restricted to owning one station only, and EMAP would still be able 
to own only 50%  of the newspaper market.
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. ( . . .

. .  ̂ ANNEX f
The Effect of Foreign Ownership Rules____ _________________________  .̂.... ......... _

1-.' Scope . '

The foreign ownership ban is a ban on non-EEA (effectively American or Australian) ownership 
of analogue terrestrial broadcasters - ITV, C5, Classic FM, Virgin Radio, talksport and all local. 
analogue radio stations.

Z  Argum ents fo r rem oving th e  prohibitions

• British companies are denied valuable sources o f In vestm en t . .
• W h atever th e  n ationality  o f th e  ovyner, a British service w ill alw ays have to  produce defin itively

'B ritish ' content in order to  a ttra c t an audience (for s im ilar reasons, w e  do n 't m ind national 
ra d io /n e w s p a p e rg ro u p s o w n ln g a ra n g e o fd lffe re n tlo c a lm e d la ). .

• W e  already allow, any European com pany to  buy into our b roadcasting  m arkets -  th ere  is 
arguably little  difference betw een Bertelsm ann and V iaco m , say.

• Som e o th er European States have already removed a lt fo re ig n  ow nership rules - Germ any,
Spain; th e  N e th e rlan d s- seem ingly w ith o u t disastrous e ffe c t  ,

3. A rgum ents fo r keeping them

• Key foreign countries, such as th e  US and Australia, s till im pose restrictions on British
ow nership o f their m edia. W e  d o n 't therefore.feel w e can consider liftin g  our ban w ith o u t 
reciprocal arrangernents. . • .

• W e  w a n t to  ensure European consum ers continue to  receive high q u a lity  European content 
(th e  argum ent in th e  W h ite  Paper).

4. Possible effects o f rem o va l .

• C o m p etitio n  law, and w h atever m edia ownership rules w e end up w ith , w ill be th e  on ly means 
o f p reven tin g  a g iant Am erican com pany from  dom inating o u r rnarket.

• . N on-European com panies (eg A O L T im e W am en Disney, V iaco m , New s C orporation) could buy
IT V , C hannel 5, and up to  25%  o f th e  UK radio m arket. T h e  A m erican radio com pany. Clear . 
C hannel, m ay be intereisted in buying a significant num ber o f rad io  stations. A  single ITV, w ith  

. 2 5 %  o f th e  T V  audience, m ig h t be m ore appealing to  foreign  investors than  C arlton and .
G ranada have been to  g ian t European companies-

• Sky w ould  no longer have to  w o rry  abo ut being classed as 'non-E uropean ' due to  th e ir
in vo lvem en t w ith  New s Corp. H ow ever th ey  would s till be restric ted  by w h atever cross-m edia 
rules w e p u t on com panies p art-o w n ed  by newspaper groups. . .
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The e ffectiven ess o f th e  licensing system  in p ro tectin g  p lu ra lity  and d iv e rs ity
A N N E X  G

The licensing system  is designed to  protect diversity to  some ex ten t. It  does n o t d irec tly  address 
issues o f p lu ra lity  because each licence application is considered on' its m erits, w ith o u t reference to  
the other m edia interests held by th e  applicant. This is a.separate question addressed b y  ow nership  
rules. '

Radio

Licences include a prescription fo r th e  fo rm at o f the station . For exam ple: percentage o f  
speech o r news content, ty p e  o f music played a t d ifferent tim es  o f day. H ow ever, licensees are 
allow ed to  adapt local fo rm ats  to  respond to  audience expectations.

If  the regulator judges th a t th e  station Is no t sticking to  th is  fo rm a t, th ey  can take  action. They  
can Issue warnings and fines, and eventually th ey  m ay rem ove th e  licence.

W e are suggesting tw o  im p o rtan t changes in th e  Bill: .
• th a t OFCOM  should be able, when a licence changes hands, to  vary th e  licence to  protect 

th e  local nature o f th e  service; .
• th a t th e  fines available to  O FCO M  should be increased fro m  £ 5 0 ,0 0 0  to  £ Z 5 0 ,0 0 0 .

These measures should be su ffic ien t to  protect diversity and localness o f con ten t, w h ils t th e  
ow nership rules fo r local rad io  should ensure a p lurality o f owner'ship and hence o f ed itoria l 
styles and opinions. . . . .

2 . W

ITV, licences are regional licences vyhich include requirem ents fo r regional content. Targets for 
regional production and program m ing w ill be included in tie r  2  In th e  new  regulatory structure, 
w hich deals w ith  quantifiab le and m easurable public service requirem ents.

This is th e  exten t o f 'local' te levision a t present, and does n o t re la te  to  ownership rules, except 
th a t again th e  regulator can vary  th e  licence on change of ow nership to  p ro tect Its  regional 
character. .
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A N ote-on P JuralitvTests
ANNEX!

I f  w e set ownership lim its as thresholds th a t can be exceeded, as long as th ey  pass a p lu ra lity  test, 
" th ^ e w ill be“a fiirth ^ 'd e g re e  o f uncert'aTnliy overlFTeTe^sultalTrsTiape o f th e  rnedia m a rk e t

W ere p lurality  tests to  be adopted, th e  key effect w ill be to  m ake th e  system  less rig id  and  
predictable, and m ore refined to  individual circum stances and.m arkets. For exam ple:

• A t present there is an absolute ban on som eone w ho controls m ore than 2 0 %  o f th e  national 
newspaper m arket buying a local radio licence. If the ban could be ignored in circum stances

. where an acquisition passed a p lurality test, O FCO M  m ig h t a llo w  th is  in an area like  London, 
w here th e re  was a su ffic ien t num ber o f stations to  prevent any sign ificant reduction in th e  
num ber o f voices. ' .

• A t present th ere is also a rule preventing som eone w ith  50%  o f th e  local new spaper m arket 
owning m ore than  one local radio station. If  th e  local rad io  m arket had 5 s tation s, a p lu rality

. tes t m ig ht allo w  such a local newspaper p ro prietor.to  ow n tw o  o f th em . In an area w ith  o n ly  
four stations, such an acquisition m ay n o t be allowed!

The eventual shape o f th e  m edia m arket would therefo re  depend to  a sign ificant degree on the 
judgem en t o f O FC O M , and cannot be m odelled w ith  any certa in ty .
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