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To Secretary of State cc -SueStreet ~ Bill Bush -~ -
o , Andrew Ramsay . Ruth MacKenzie
From - Diana Kahn’

File Ref

Date 25 January 2002

CROSS-MEDIA OWNERSHIP

.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 mieeting on 5 February to decide what
direction to'taKe.- A full timetable for the decision-making process is at
Annex A. '

2. 'In the meantime?'-‘y._ou asked us to do some further work. Iattach:

- AnnexB - A SUmmary ‘of the current rules
Annex C  Somé illustrations of the existing pattem of media ownershlp
“AnnexD How national ownership patterns might change if particular rule
changgés were made.

AnnexE  The effects of changes in local newspaper/radlo cross-ownershlp-
o rules in'3 different areas.
AnnexF  The effect of the existing pl’OhlbltlonS on foreign ownership.
AnnexG How the licensihg systei protects diversity and plurality

3.. Itisimportant to remember, when leoking at this work, that rulés could be
made more flexible through the use of plurality tests - Annex H prowdes a
note on the effects of such a system.

edia wn_ersHip Officer
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| S | . | - ANNEX-A
TIMETABLE FOR DECISIONS : , L .

Now Consultation period ends. This note submits additional scoping work.

30Jan | officials, special advisers and No 10 meet to diseUss options.

1Feb - . | Officials submit recommendations, attached to a quick, dlgestnble summary of what
' the major players have said in their responses on cross-media ownership (sincewe |
only have a week to compile this it will not be exhaustive). Submission to be copied

to Patricia Hewitt for comment.

‘5-_'Fe'b ' Meeting_to disctiss the submission; Ministers, officfals, special advisers and No-10. '

‘8Feb | Letter to PM, copied to colleagues (for collective 'agre.ement) with firm proposals.

15 Feb PM's agreement. .

Why do we need agreement by thisdate? . . T

Cabinet Office want all matters of medla ownership policy to be séttled, and draft mstructlons to be

ready, by the time LP committee first considers the Bill in mld-Februa[y In the above timetable, we
wouldn't have draft instructions réady 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 everythmg 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 Refoml Bill.

Our own lawyers cannot devote all their tlme to media ownershlp except in the window 25 Jan - 8
Feb (which they will use to work on all instructions except those for cross-media ownership) since
they are deallng wnth the rest of the Bill, where there have already been added complicatioris.

- We do not know how complex draftlng will need to be until we have somethmg to work with.
However, Schedule 2 of the Broadcasting Act, that which stipulates rulés on media ownership, is

itself very long and complicated and reform could require considerablé thought. We need to take the
time to make sure the Bill clauses have the desnred practical effect, whatever the pollcy :
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ANNEX B

Summary of exrstmg cross-media ownership rules

— e — i = — = - o mm o e ————— e - = E

TV/radio cross-ownership

v

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

2. - Noone can hold a local radio licence (analogue or drgltal) and the regional.Ch 3
licence in the.same area. :

20% rules on hewspaper owners

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

4. (a) No one- controlling more than 20% of the natlonal 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. [Thts isthe'so-called 20:20 rule]

5. No one cortrolling more than'20% of the local newspaper market in any Ch 3 reglon
may hold the licence for that Ch 3 service. .

6. Noone controlllng more than 20% of the local newspaper market in the area of a
‘ digital programme servrce may hold the licence to provide that dlgltal service.

Limits on local newspaper'companies owning' -local radio stations

7. Anyone controlling more ‘thari 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 owrrership in the same area; the acqursrtlon 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 if: one is FM and the other is AM; the
. acquisition passes a publlc interest test.

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

" " Rules that merely stipulate a publii: 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 publicinterest test.

S

11.  Any applrcatlon to hold a regional Ch 3 licence or a local radio licence by any natronal
or relevant local hewspaper owner will be subject to a public interest test.

_12. Digital progr_amme services may not be provided for three months after the award of
the licence to a hational or relevant local newspaper owner unless a-plurality test is

met.
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RADIO
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Counting g_ll-g&tiééél-ne%fspapers approximate percentage shares - Q1 2001
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SHARE OF VOICE

a ,
) Telegraphi . Newscgue o ‘} Trinity
SMG ap. EMAP Capital Carlon st GWR . Granada | Daily Mail {News inll. Mirror 88C
[simgte- Share otwice] | 15 21 23 29 35 37 37 49 so | 73 17 300
Calculation - no explicit zxchange rate between media, simpl tion of percentage share:

.in national radio, TV newspaper markets expressed as percentage of theoretical maximum
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ANNEXD -
Optzons for Deregulatlon Possible Effects on National Patterns of Ownership '

~ This note lists all the existing cross-media ownershlp rules except the rules on local
newspaper/local radio ownership (which are examined in AnnexE). 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 d result. Where figures are
suggested for total Share of Voice they are a simple average of total TV audience share,
total radio. audlence share and national newspaper circulation share.

We have referred to exnstmg companies whére possmle.
It is important to remember why we cannot be more definite in our predi&ions:‘

. 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 may prevent some mergers, for example these that seem to give one
company too dominant a position in a local or national advertising market

' (Carlton/Granada for instancce).

" . TV/radio cross-ownership -

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

Possible changes:

Removal . o

Ejfect Any TV company ( Bertelsmann/RTL forinstance, or Granada) could own as many of the
3 national radio stations (Classic FM, Virgin, Talksport) as they wanted..

. IF asinglé ITV bought all 3 national radjo stations, they would control 25% of the TVmarket
8% of the radio market and 11% of total Share of Voice. _ ,

Replace with a rule that prevents ownérship of a national TV licence and more than one
natlonal radio llcence : .

Effect If a TV company bought Classic FM, theywould hold 4.4% of the total radio market If
they bought talkSPORT their share would be1.7% and for Virgin the gain would be 1.5%.

2. No one can hold a local radio licence (analogue or dlgltal) and the regional Ch 3
licence in the same area. .
" Possible change:

. Removal

Eﬂ'ect - [TV cofpanies (Carlton, Granada, SMG ora merged/forelgn bought entity) would be
‘abletoownas many local radlo llcences as any of the big radio companies (Capital, GWR etc).
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There would still be rules ensuring the existence of at least 3 dlfferent local radlo ownersin
_€very area where 3 Or more stations existed. T

IF a'single [TV company were to buy as many local licences as they possibly-could, they might
control 25% of the TV market, 17% of the radio market and 13% of total Share of Voice. If rule
. Twas also removed and the same.company bought all 3 national licences, they could control
. 25% of the TV market, 25% of theradio market and nearly 17% of total Share of Vorce

20% rules on newsgager owners

3: No one controlllng 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

Eﬁect - Essentially the same. Onl_y 2 companres are affected by this ruleat present If the hmlt _
were raised.to 30%, the oily change would be to allow to allow Trinity Mirror to hold
broadcasting licences. Subject to publicinterest tests (see rules 10-12 below}) they iight for
lnstance be able to.own 1/3 of the nation’s local radio services and all of Channel 5.

Alimit of 30% would exclude only News International, who would also be excluded by the ban
on foreign ownership of analogue terrestrial broadcasters. To have a rule that affects only one

* existing company might be to risk hybridising the Bill (a hybrid Bill is one that hasa clearmtent
towards one particular party, and would therefore fail ).

4 Thé so-called 20:20 rule:

(a) Noone controllmg more than 20% of the natlonal newspaper market can hold more

_than a 20% stake in any Ch 3, C5 orradio 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 natlonal newspaper proprietor with more than 20% of

the market.
‘Possible changes-

Remove (a) and (b)

LAt present, if (a ) and (b ) were removed there would still bea requrrement for all national ,
riewspapers to satisfy a public interest test before acqurrlng aradio station, a Channel 3 licence
orthe Channel 5 licence.

Trinity Mirrorwould be allowed a stake of any size, subjecttoa publrc interest test. Skywould
 also be allowed any stake, if OFCOM did not consider them to be controlled by News
Intérnational, a foreign company (this is the current c posrtron ).

A company might own 25% of the TV market i1 the form of amerged ITV as well as, say, a35%
‘share of the national newspaper market. IF the TV/radio cross-ownership rules were also
removed, that single company could potentially own 35% of natronal newspapers 25%of TV
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and 25% of radio, giving it a 28% share of total Share ofvoice. This might rise if further
consolidation in newspaper and TV markets was allowed by the competition authorities.

_ Raise all the limits to 30%

Effect - Subject to public interest tests, Trinity Mirror would be allowed to hold 30% stakes in
any radio or television service. News International would still be excluded both because they
are a foreign company and because they own more than 30% of the national newspaper

market. Skywould be excluded since News International own 36% of their stock and control

33% of the national newspapermarket

This would not have a notlceable effect on audience shares unless Trmrty Mirror were deemed to -
coritrol a broadcaster with a stake of less than 30% ( unllkel_y) A

Remove (b} only

Trlnrty Mirror would stlll be restricted, but Sky would be allowed to invest as long as they
weren'’t considered to be controlled by News International (as a forergn company anda
newspaper company with more than 20% of the market) .

IFOFCOM concluded that Sky were e not controlled by News Internatronal theymrght beableto .
buy ITV and gaina 33% share of the TV market.

k!

5. Noone controllmg more than 20% of the local newspaper market in any Ch 3 reglon
may hold the licence for that Ch 3 service. .

6. No one controlllng more than 20% of the local newspaper market [n the area of a
o dlgltal programme serv1ce may hold the licence to to provide that digital service.

| Possnble changes:

Remove both these rules

Effect - Any TV company would be free to buy up as many local newspapers as they wanted
(subject to the operation of the reformed newspaper merger regime). Regional newspaper
.groups would be able torun DTI' channels .

{Fa smgle mv merged with the largest existing regional newspaper group (Newsquest) this
- would give them 11%of the market forall newspapers in addition to 25% of the TV.market. If .
‘the rules on national press ownership were also removed, such a company couldinstead merge

with Tnmty Mirror and control 23% of the market forall papers

Raise the {imit to 50% in both cases

Effect - Since regional’ newspaper companies often own nearly 100% of the local market, a 50%
limit would prevent them providing DTT channels or Channel 3 licences in the same area. Such
a limit would also prevent ahy TVcompan_y (eg Carlton or Granada, who own Ch 3 licences, or
Sky, who have digital programme service licences) becoming a completely dominant voice in
any market, by making sure they had at least one major competitor in the local press.
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Rules that merely stlpulate a publlc interest test .

- 10. Any appllcatlon by any newspaper owner to.hold a l|cence for GMTV, C5, or any

For Distribution to CPs

So a single ITV would be allowed to buy onlyllmlted newspaper interests - papers that were not
"~ dominant in their local market.”Ategional newspaper group like Triniity Mirror could expand to —
own particular ITV licences, in areas where they were not the dominant press owner, and so

couldnotowna smgle mv.

Limits:on local nengager companies owning local radio stations

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

national radio service w1ll be subject toa PUl)llC interest test.

11. Any appllcatlon to hold aregional Ch 3 licence or a local radio llcenCe by any
national or-relevant local newspaper owner will be subject to a public |nterest 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 plurallty test is

met.

POSSIble change

Remove all these rules

Effect - None in practice, except to simplify and deregulate, since no acquisition has ever been
prevented by a public interest test. Theseare back-stop measures that try to make it niore
difficult for any newspaper, no matter how small to acqutre any cross-holdmgs in any market.

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

Effectis unpredlctable but plurallty tests could be usedto applytoall rules - see the separate

v note atAnnexH
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- ; _ ANNEX E
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 may 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 controlllng more than 50% of the local newspaper market in the coverage areaof a
~ local radio station may 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 statlon in any area: : .

8. Local newspapers owners controlllng more than 20% of the market may own' up totwo -
‘licences for overlapping local radio services if: one is FM and the other is AM; the acquisition

" . passes a public interest test.

9. Local newspapers owners controlllng less than 20% of the market can.own up to three
llcences for overlappmg [ocal radio services, as long as they pass a public interest test.

Possible changes:

Remove all these rules and rely on the proposed radlo ownership rules (ensurlnsLB separate owners in
every area WIth 3 or more radio stations) : o

General Effect - Reglona[ newspaper owners (larger groups such as Trinity Mirror, johnson Press or
Newsquest and regionally mﬂuentlal groups like RIM) would be subject to the same ownership limits as
any radio group (ie the rules ensuring at least 3 dlfferent owners in areas with at least 3 different ,
services). Inurban areas this could mean two companies controlling the newspaper market and sharing
the local radio market with one other owner. Inrural areas it might allow one company toowntheonly -

local radio'service and all the local papers.

At national level, IF Trinity Mirror, with 23% of the market for all newspapers (national, regional and
" local) bought as many radio stations as possible, it could control 45 % of the local radio market,

equating to 17% of the total radlo audience.

~

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

.General Effect - no company could own all of the local press and the local radio stations in any area.
Only a company with less than 50% of the local néwspaper market could also own the only local radio
station.in the area. No company with more than 50% of the newspaper market would be able to own
more than one radio station in an area, even if there were 6 or 7 in total.

A company could potentially have the same share of the total audience for both newsp'apers andradio as
they could under the first option, but only if they held their press and radio interests in separate areas. |f

they held interests in the same localities, they would be restricted to a marginally smaller total audience

unless they bought-enly those radio stations withtle blggest audiences.

. (it would alternatlvely be possible toi lmpose 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 statlons where ownership would simply be

governed by the radio ownership rules)
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 Case Studies
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1. The following pages map out the possible impact of reform on'three different local markets in the
- - = —North-of England, ranging from Leeds ta Dronfield, a smalt town.in_the. Peak District. The figures are- -
not precise, but should be viewed'as an outline picture, based on what we have been able to find at

.short notice:

« - The information on newspapers is what the DTI have readily available, dating back to the
Competition Commission report on Regional Independent Media and '
Gannett/Johnston/Guardian Media case (November 2000) Some of the figures (and perhaps
some of thie owners) will have altered since.

. The radio data represents estimates of local audience shares based on Rajar data from 2001.
The Rajar survey provides figures only for the share of listening that a station gets in it's own
coverage area. The audience share estimates below will therefore include some listeners
outside the local area in question, and may total slightly more than 100% for this reason.

2. We have suggested what opportunrtles might exist for the existing operators in each market, but
of course there will also be opportunities for new entrants, domestic and European to buy similarly
significant shares.

Scotland

.3. You asked for some lnfonnatlon on Scotland We do not have this to hand However, Scotland is
in most respects similar to any other area of the UK with respect to the effects of media ownershrp
rul‘es

. One company (of any European nationality) will be able to own all the Scottlsh TV llcences

under our proposals.
_ » - Inindividual local areas, plurallty will be protected to a- greater extent than at present by the
proposed radio ownership rules, ensuring at least 3 different owners in every area with 3 or

more stations

4. A major difference is that Scotland—wrde papers are considered to be UK national papers, and will
_be conisidered as such under the special regimie for newspaper mergérs. However they are not large
enough in dirculation terms-for any Scotland-only newspaper group to be affected by the cross-
. ‘'media ownershlp rules on natlonal newspaper owners.

5. Froma Scotland-wrde plurality perspective, the key cross-media ownershlp rule is therefore that
preventing joint ownership of Channel 3 licences and radio licences in the same area (rule 2 in' Annex
B). If this rule is removed, one company could own-all Scottish ITV licences and up to 45% of the
local commercral radlo audience (or 17% of the total radio audience).

6. The rules that act at local level afféct Scottish communities in exactly the same way as English
ones, except that in the North of Scotland there may be rmore communltles with fewer media
‘services in total. The relevant rules are:

: rules 5and 6 preventing jomt ownership of more than 20% of local papers and Channel
- 3/digital programme service licences;

.-« . rules 7, 8 and 9 preventing imposing limits on the joint ownership of local newspapers and local
" radio stations.
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LEEDS -
_ . . :
Radio Station ~ Owner Estimated % share of local
| commercial radio audience.
Aire FM EMAP 335
Magic 828 EMAP 20.5
The Pulse Wireless Group - 358
Galaxy 105 Chrysalis ) 16.5
Newspaper . Owner % share of local/regional
, A _ press cnrculatlon
Dewsbury Reporter | Regional Independent Media (RIM) . 0.2
Harrogate Advei'tiser ' RIM ' 02
- Yorkshire Evening Post RIM 221
Yorkshire Post RIM: 2.1
Leeds Express Johnston Press .. 16.4
Leeds Weekly News - RIM -50.6
Pudsey Times RIM 5.0
Wharfe Valley Times RIM 3.3

At present: Johnson Press could own up to 3 stations. RIM cotild own only one. Wireless Group or

All acqunsntlons would have to pass a public interest test.

Chrysalis would be able to buy as many papers as they liked. EMAP would only be able to buy 50%.

If all the rules are removed, and we rely on the proposed radio ownership rules - Johnson and RIM
could both buy only onée radio station (since the radio ownership rules would effectively prevent
anyone owning more than 45% of the range of stations where they all cover more than 75% of the
area - this equates to a limit of 1 station out of 4). All the radio groups would be free to buy as

many papers as they wanted.

If we keep rule 7 - RIM wnll stlll be restricted to one station, where Johnson could buy up to two.
EMAP would still be restricted to less than 50% of the newspaper market.
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" DONCASTER
Radio Station Owner Estimated % share of local
e e o oo . — .. _commercial radio audience _
Hallam FM EMAP 422
Magic AM EMAP 90,
Trax FM LinsFM 445
Galaxy 105 Chrysalis 16.5
Newspaper Owner % share of locallrggibnal
| ) press circulation
Deame Valley Weekender Newsquest 78 - “
Doncaster Advgrtisar '-Johnstdn "36.9
Déncaster Courier JohnstonA ; 344 __
Doncaster Free Press Johnston - 135
Yorkshire Post RIM 1.2
Retford + Ga’insbd,rough Trader Johnston 1.1
Sheffield Star - RIM . 50
South Yorkshire Times Johnston © 0.1

Rk 7

At present: RIM could.own up to 3 stations. Johnson could only. own one. Newsquest, as part of the
Ameérican company Gannett, could not own any due to foreign ownership rules. Chrysalis or Lincs
FM could buy as many local papers as they wanted, where EMAP could only buy up to 50%. All

acquisitions would have to pass a public interest test. -

If all the rules are removed ahd we rely on radio ownership rules: Any of the newspaper groups,
except Newsquest (unless foreign ownership rules change) could buy one of the radio stations. All
the radio groups would be free to buy as many papers as they wanted.

if we keep rule 7: Johnston would still be restricted to owning one station only, and EMAP vs;ould still
be able to own only 50% of the newspaper market. '

b o
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DRONFIELD .
: _ _ l
Radio Station ,  Owner Estimated % share of [ocal ;
_ . o - commercial radio audience -}
Hallam FM . EMAP | 22
Magic AM D - V7 S © 9.0
Peak 107 FM . peak107 420
Galaxy 105 | ~ Chrysalis © 165
Newspaper ~ Owner. ‘| % share of local/regional
| : press circulation
" Derbyshire Times Johnston” 62
- Dronfield Advertis.er. o Johnston o 42.7
 Sheffieldstar |, RM - | . o8
 Sheffield Telegraph | RIM - 37
Sheffield Weekly Gazette - RIM L . 376

At present: Johnston could own two statlons, as long as one was FM and the other AM. RIM could
only own one. Chrysalis or even Peak 107 could buy as many local papers as they wanted, whereas
EMAP could only own up to 50%. All acquisitions would have to pass a public interest test.

If all the rules are removed: Any of the newspaper groups could buy one of the radio stations. All
. the radio groups would be free to buy as many papers as they wanted.

“If we keep rule 7: RIM would be restncted to owmng one station only, and EMAP would still be able
to own only 50% of the newspaper market. = ,
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R ANNEX |
- 1' . The Ef__fect of Forelgn Ownership Rules o

1" Scope _ '

The forelgn ownershlp ban is a ban on non- EEA (effectlvely American or Australlan) ownershlp
of analogue terrestrial broadcasters - ITV, C5, Classic FM, Vrrgm Radlo talksport and alllocal .

analogue radlo stations.

2. Agurnents for removingthe prohibitions

- Bntlsh companies are denjed valuable sources of investment. :
. Whatever the natronallty of the owner, a-British service will always. have to produce defi nrtrvely
“‘British’ content in order to attract an audience (for similar reasons, we don’t mind national
rradio/newspaper-groups owning a range of different local media).
- 'We already allow any European company to buy into our broadcasting. markets - there is
arguably little difference between Bertelsmann and Viacom, say. - :
+ ° Some othér European States have already removed all foreign ownership rules - Germany, :
'Spalrr. the Netherlands seemlngly without dlsastrous effect. .

3. Arguments for keeping them

. Key forelgn countries, such as the US and Australia, still impose restrictions on British
ownershlp of their media. We don t therefore feel we can consider lifting our ban without

: recrprocal arrangements.
- We want to ensure European consumers continue to receive hlgh quality European content’

(the argument in the White Paper)

4. Possible éffects of removal

. Cornpetition law, and whatever media ownershlp rules we end up with, will be the only means
of preventing a giant American company from dominating our market.

- . Non-European companies (eg AOL Time Wamer, Disney, Viacom, News Corporatron) could buy
ITV, Channel 5, and up to 25% of the UK radio market. The American radio company, Clear
Channel, may be interested in buying a significant number of radio stations. A single [TV, with
25% of the TV audience, might be more appealmg to foreign investors than Carlton and .

- Granada have been to giant European companies.
. Sky would no longer have to worry about being classed as non-European due to thelr
involvement with News Corp However they would still be restricted by whatever cross-media

rules we put on compames part-owned by newspaper groups .
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o ‘ ANNEX G
The effectiveness of the licensing system in protecting plurality and diversity a
N on
The licensmg system is designed to protect diversity to some extent. It does riot directly address
issues of plurality because each licence application is considered on its merits, without reference to

the other media interests held by the applicant. ThlS isa separate question addressed by OWI’IEI’ShIp
: rules :

"1.  Radio

Licences include a prescription for the format of the station. For example percentage of
speech or news content, type of music played at different times of day. However, licensees are
allowed to adapt local formats to respond to audience expectatlons

'If the regulator judges ‘that the station is not sticking to this format, they can take action. They
can issue warnlngs and fines, and eventually they may remove the llcence

Weare suggestlng two important changes in the BllL
+ - -that OFCOM should be able, when a licence changes hands, to vary the licence to protect

the local nature of the service;
that the fines avallable to OFCOM should be increased from £50,000 to £250, 000

These measures should be sufficient to protect diversity and localness of content, whilst the
‘ownership rules for local radio should ensure a plurality of ownershlp and hence of edltonal

styles and opinions.

2 IV

TV, llcences are regional licences which include requ:rements for regional content. ‘Targets for
regional production and programming will be included in tier 2 in the new regulatony structure

which deals with quantifiable and measurable public service requirements.

This is the extent of 'local’ television at present, and does not relate to ownership rules, except
that again the regulator can vary the licence on change of ownership to protect its regional

character.
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ANNEX |

lf we set ownership llmrts as thresholds that can be exceeded as long as they pass a plurality test,
—-there will bea fiirther degree of uncertainty over the resultant shape of the media market.

Were p[urallty tests to be adopted, the key effect will be to make the system less rigid and
predictable, and more refined to individual circumstances and markets. For example

< At present there is an absolufe ban on someone who controls more than 20% of the national
newspaper markeét buying a local radio licence. If the ban could be ignored in circumstances
where an acquisition passed a plurality test, OFCOM might allow this in an area like London,
where there was a sufficient number of stations to prevent any significant reduction in the

number of voices.

At present there is also a rule preventlng someone with 50% of the local newspaper market
owning more than one local radio station. If the local radio market had 5 stations, a plurality
. test might allow such a local newspaper proprietor.to own two of them. ln an area with only
four stations, such an acqursrtlon may not be allowed. -

" The eventual shape of the medra market would therefore depend to a significant degree on the
judgement of OFCOM, and cannot be-modélled with any cerl:alnty
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