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Britain gets 
programmed 
by America

T h e  c o m m u n ic a tio n s  b ill has sp a rke d  fe a rs  
o f a  d e c lin e  in  p ro g ra m m e  q u a lity , w rite  

A s h lin g  O ’ C o n n o r  a n d  J a m e s  H a rd in g
F rom the moment in 1930 

when Luigi Pirandello's 
The Man with the 
Flower in his Mouth 

became the first live television 
play, Britain has claimed the 
broadcasting high ground. Politi­
cians like to boast that UK televi­
sion is envied around the world.

Viewers brought up on pro­
grammes such as Brideshead 
Revisited, Monty Python’s Flying 
Circus and' Jewel in the Croum

-tend-to-sneei—Ht~tacR3rTtalian~ 
game shows and plastic US dra­
mas punctuated by too many 
commercials. Above all, the Brit­
ish Broadcasting Corporation 
believes that it sets the standards 
for the world’s public service 
broadcasters.

But this week, Tony Blair’s 
government announced it was 
opening up the high ground to all 
comers. 'The new communica­
tions bill, sweeping away the bar­
riers to entry for non-European 
Union companies to buy terres­
trial broadcasters, would allow 
US. media giants to buy British 
commercial broadcasting groups.

There is already some fretting 
among the guardians of British 
television. “We are desperately 
concerned about these proposed 
changes. The ramifications are 
colossal. It will represent a grad­
ual and subtle erosion of cultural 
values and indigenous produc­
tion,” says Jocelyn Hay, chair­
man of the Voice of the Listener 
and Viewer lobby group.

The quality of US news is a 
particular concern. US .media 
groups, so the argument goes, 
would be more interested in mak­
ing money than safeguarding edi­
torial standards. The line divid­
ing news programming and talk 
show television could become 
increasingly blurred. Mark 
Thompson, the new chief execu­
tive of Channel 4, has complained 
about a television environment 
dictated by big money.

Mr Thompson fears that if ITV 
or Channel 5, the two commercial 
broadcasters, are bought by the 
likes of Viacom or Disney, Chan-

nies were acquired by a US 
backer- stepped in, that could 
increase the financial backing for 
programme-making. “ If big 
American companies want to buy 
in, why not?” asks Tessa Jowell, 
the culture secretary. "Supposing 
Disney bought ITV, it would be 
liable for the same public service 
broadcasting obligations that 

Carlton and Granada currently 
have.” Bertelsmann, the German 
_medla-groUp,-already controls

nel 4 would lack the financial 
muscle to compete.. The govern­
ment might then be tempted to 
sell off the state-owned chaimel, 
which has been a champion of 
innovative programming.

Not everyone is convinced that 
American necessarily means 
worse. Many television execu­
tives -  and viewers -  have devel­
oped more than a sneaking 
regard for US programmes. "Find 
me someone [who] understands 
TV and does not appreciate 
ground-breaking series such as 
The Sopranos and The West 
Wing," says Michael Green, 
chairman of Carlton Communica­
tions, one of the two companies 
that dominate the ITV network.

Carlton and Granada, the other 
controlling shareholder in ITV, 
lack the^ programme-making 
resources of companies in the far 
bigger US market. If the compa-

Channel 5. ’There have been per­
sistent criticisms of its program­
ming quality but few analysts
put this down to ownership:------
. Some of those who admire the 
best of US television argue that 
the average quality of program­
ming is lower than in the UK. 
Jana Bennett, the BBC’s new 
director of television, has joined 
from the Discovery channel in 
the US. She sounds a note of 
warning about the lack of range 
in the US market. Mrs Hay con­
curs. "Some of our US Imports 
are excellent but they are very 
much the cream of what is a 
huge collection of available prod­
uct. Fortunately, we are spared a 
lot of the dross,” she says.

US companies insist that it 
would make little sense to flood 
the airwaves with a homogenous 
diet of Americanised pap. MTV, 
the music channel owned by Via­
com, argues that the secret to its 
global expansion has been the 
opposite of the McDonald’s for­
mula. It says it has championed
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local -music and artists rather 
than trying to impose American 
tastes. ■

“Whether a business is based 
here or overseas, they would tai­
lor what they do to the market,” 
says Tony Ball, chief executive of 
British Sky Broadcasting, the 
British pay television arm of 
Rupert Murdoch's News Corpora­
tion. Others say that program­
ming has to be based ^ound 
things that are recognisable to- 
the majority of viewers.

“You. serve your audience by 
prodding them with what they 
like,” says Roger Parry, British
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chief executive of the interna­
tional arm of Texas-based Clear 
Channel, the biggest US radio 
group. “You can achieve the 
objectives of plurality and diver­
sity and open up ownership."

Some modesty may also be in 
order among executives of com­
mercial British television. The 
BBC, which has an annual bud­
get of more than £2bn, has man­
aged to export many costume 
dramas to the US, as well as chil­
dren’s characters inciudiiig the 
telelubbies and Bob the Builder. 
But commercial groups have had 
limited success with efforts to

export their programmes — cer­
tainly less than the Home Box 
Office cable channel in selling 
programmes' such as The Sopra­
nos. ■■

Mr Ball says that he sometimes 
misses the palm trees of Los 
Angeles and the dynamism of the 
US media market when sitting in 
his office in the London suburb 
of Isleworth. He has littie time, 
for the idea that Britain is better- 
off without foreign influence. “I 
do not think it (British television] 
could be any worse."

The Times (Business &  Sport) 
11 May 2002 

___ Page 44
Week in the City

tor TV bid
— Ihe-^tional-Audit • OEBce 
began preiiminaiy investigat- 
idns into whether contracts 
iihked with partial priyaljs' 
atibn of London Underground 

‘ represent good value.' The 
move comes after it em»ged . 
that sonie companies poised to 
take over running the Under­
ground this summer could net 
up to £6 biilion on an initial 
outlay of just £70 million.
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k O M B A R ^
MARTIN DICKSON

M e d i a  b i l l : T & r t E e  S im p s o n s  w i t h o u t  H o m e r

BBC, Channel 4 
and privatisation
It is a case of Hamlet without 
the prince or The Simpsons 
without Homer: the 
communications bill publish^ 
this week is a good yam so far 
as it eoes. but a central 
character is largely missing from 
the plot- the state-owned 
industry, encompassing the BBC 
and Channel 4.

The bill makes many sensible 
moves to deregulate the
industry, allowing the ITV 
companies to merge and opening 
the way for them to be taken 

—overby-large-US media
companies. It will also set up a 
new regulator, Ofcom, to replace 
five existing ones.

But it will only marginally 
touch the BBC and Channel 4, 
even though the former is 
Britain’s most powerful 
broadcaster, with an annual 
subvention of more than £2bn in 
licence fees, and has a huge 
impact on the overall market. 
What should be a central policy 
issue is simply not being 
addressed: the role of the state 
and whether the BBC and 
Channel 4 should be privatised.

The rationale for the state , 
backing of both is that they 
provide quality cultural material 
that the private sector will not 
and give huge financial support 
for industry independents.

But in the search for ratings 
the BBC has dumbed down so 
far that much of its output is 
indistinguisliable from the ' 
commercial channels. The rot is

moving fast from BBC! to the 
supposedly more upmarket 
BBC2. which this week devoted a 
prime time slot to a 
documentary about a model 
whose sole claim to fame is the 
size of her breasts.

Channel 4, required to be 
innovative and serve minority 
tastes, has certainly been 
creatively successful. Not much 
of its domestically-generated

-confcnt-wotttd-have found-a-----
home on the commercial 
channels. It has undoubtedly 
filled a gap.

public subvention (free 
spectrum) to set up new 

ventures. The bill will give ■ 
Ofcom a role here, but seemingly 
a not much more powerful one 
than its predecessor regulator. 
Channel 4’s accountability will 
remain unsatisfactory.

Questions about the purpose 
and governance of the BBC and 
Channel 4 are likely to intensify 
if the commercial channels get

But, like the BBC, there are 
signs of strain between the need 

to attract viewers - So you think 
you want... bigger boobs? was 
one recent offering -  and its 
public service obligations. And, 
again like the BBC, its 
expansion plans have strained 
its finances (it recently reported 
a E28m pre-tax annual loss for 
2 0 0 1 ) and taken it into areas of 
dubious public interest, such as 
a racing channel. .

The bill does touch on the 
BBC and Channel 4, but in ways 
that point up the unsatisfactory 
nature of the present situation. 
For example. Ofcom is meant to 
regulate the market, but it will 
have only limited pov/ers over 
the BBC. The government has 
yet to spell out just what these 
will be. but says the BBC's 
governors will retain their 
existing core responsibilities.

As for Channel 4, one of its 
weaknesses is a lack of financial 
accountability over its use of

taken over by deep-pocketed 
foreigners: the BBC will be 
caught in an even more frantic 
ratings battle, while Channel 4 
may lose both advertising and 
some of its best American 
programme imports, such as ER 

There is certainly a strong 
case for publicly funded 
broadcasting in Britain. But 
large parts of the BBC and 
Channel 4’s output would sit 
much more happily inside 
privatised companies. And, as I 
have argued here before, a 
privatised, deep-pocketed BBC 
would give Britain a real 
competitor on the global 

broadcasting stage.
The BBC’s charter is due for 

renewal in 2005 and it is 
unrealistic to expect any 
shake-up before then. But a 
debate needs to be started on 
privatisation versus public 
broadcasting, and it should look 
at the matter in the round, 
involving both the BBC and 
Channel 4. One public service 
broadcaster is enough.
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More toys for the media boys
T h e  C o im iu r iic a t io iis  

B il l  h a s  jB n a lly  c o m e  

o u to f th e n u r s e iy -  

a n d  its  n a n n ie s  h a v e  

a c tu a lly  re la x e d  th e  

ru le s , w r ite s  G eo rge  

T re fg a m e

T h e  o m en s w e re  n o t p ro m is in g  
for th e  draft C o m m u n ic a tio n s  ' 
B il l  th is  ive ek . I t  h a d  n o t o ne. 
b u t two n a n n ie s  re sp o n sib le  
for its  u p b r in g in g : N a n n y  . 

H e w itt at the D e p a rtm e n t o f  T r a d e  a nd  
In d u s try , a n d  N a n n y  J o  w e ll at the  
D e p a rtm e n t o f  C u ltu re . T h e y  h a v e  the  
k in d  of sc h o o lm a 'a m  m a rin e r  w h ich , y o u  
c o u ld  b e  fo rg ive n  for th in k in g , d elig h ts in  
p u s h in g  th e  m e d ia  a ro u n d  the p a rk ,  
o c c a s io n a lly  g iv in g  it a  q u ic k  sm a c k .

T h e  B i l l  h a d  b e e n  s t u c k  in  th e  n u rs e ry  
fo r  B v e  y e a rs , e v e r s in c e  i t  w a s firs t______
p ro p o s e d  in  L a b o u r ’s  1 9 9 7  e le ctio n  
m a n ife s to . A n d  a  W h ite  P a p e r  in  
D e c e m b e r  20 0 0  su g g e ste d  strict pow ers
fo r th e  n e w  s u p e r -r e g u la to r , O f c o m ,_____
w h ic h  it c o u ld  u s e  to d is c ip l in e  th e  
in e d ia  (a n  a c t iv ity  b e lo v e d  o f  p o lit ic ia n s  
e v e ry w h e re ).

T h e n ,  th w a c k !, th e  d ra ft  e m e rg e d  on  
T u e s d a y . A t  f irs t  g la n c e , i t  lo o k e d  l ik e  
a n o th e r  L a b o u r  s p e d a l :  b a d ly  d rafted, 
c o m p le x  a n d  a u th o r ita r ia n . T h e  n a iu iie s  
h a d  b e e n  h a r d  a t w o rk, p r o d u c in g  30 0  
p a g e s , 2 5 9  c la u s e s , 1 3  s c h e d u le s , two 
s u p p le m e n t s  a n d  s e v e ra l p re s s  re le a se s. 
O u r  h e a r is  s a n k .

B u t  h a n g  o n , w h a t w a s t h is ?  L o o k in g  
th ro u g h  th e  B il l,  it  s o o n  b e c a m e  c le a r  
th a t fa r  fro m  u n le a s h in g  th e  
a p p a r a tc h ik s , th e n a n n ie s  w e re  f lic k in g  
th e ir  fe a th e r d u s te rs  in to  th e  farthest 
c o m e r s  o f  th e c o m m u n ic a t io n s  
in d u s t r ie s  for a  b it  o f  s p r in g  c le a n in g .  
R u le s  th a t h a d  w ra p p e d  e n te rp r is e  in  
c o b w e b s a r e  b e in g  sw e p t aw a y. 
A s s u m in g  it  is  e n a cte d  w ith o u t too m an y  
c h a n g e s , th e  B il l  w ill  m a k e  B r it a in  the  
m o s t o p e n  o f th e  w o rld ’s  m e d ia  
m a rk e ts . It  is  a  m e d ia  B ig  B a n g .

I n  p a rt ic u la r , th e  fo re ig n  o rvne rship  
b a n , w h ic h  sto p s n o n -E U  c o m p a n ie s  
o w n in g  B r it is h  b r o a d c a s te rs , is  to go.

T h e  m e d ia  w a s th e  la s t p ro te cte d  
in d u s t r y , b u t it  w ill  now  b e  e x p o s e d  to  . .  
fo re ig n  co m p e titio n , in flu e n c e  a n d  even  
ta k e o v e rs . B rita in  w ill b e  th e  o n ly  
c o u n try  in  th e  w o rld  to h a v e  s u c h  a  . 
la is s e z -f a ir e  r e y m e .  E v e n  th e  U S  h a s  
re s tr ic t io n s  o n  fo reig n o v m e rs h ip  o f  its  
te le v is io n  sta tio n s, w h ic h  is  w h y  R u p e rt  
M u rd o c h  is  now  a n  A m e r ic a n  d t iz e n .

O n e  e x e c u tiv e  at th e  top o f  o n e  of 
B rita in ’s  b igg est te le v is io n  g ro u p s  
a d m its  h is  eye s w e re  w a te rin g  w h e n  h e
re a d  th e  B il l .  “ T h e  G o v e rn m e n t h a s  _   ̂ ____________
h o is te d  a  g in n i Ff>r n v e r-th e ------------ a s G a p ita M t e d io . w h ic h  w a n ts  to b u y

sy n th e tic  — a n d  c o n v in c in g  — •
c o m p e titio n  w o u ld  h a v e  to b e  
g e n e rate d . ' ' '

T h e  p o in ts  s y s te m  th a t p u ts  a  I S p c  
c e ilin g  o n  a u d ie n c e s  fo r ra d io  
c o m p a n ie s  i s  g o in g , a lo n g  w ith  th e  b a r  
o n  n e w s p a p e r  c o m p a n ie s  o w n in g  r a d io  
o r  te le v is io n . D a i ly  M a il  &  G e n e r a l T r u s t  
w o u ld  b e  fre e  to b u y  th e  re s t  o f  G W R ,  
w h ich  r u n s  C la s s ic  F M . L o c a l r a d io  w ill  . 
s till n e e d  a  m in im u m  o f  th re e  o w n e rs  
p lu s  th e  B B C  — a  re s tr ic t io n  th a t c o u ld  
c ra m p  th e  e x p a n s io n  o f  c o m p a n ie s  s u c h

B r it is h  m e d ia ,”  h e  s a y s . E v e n  th e  N o rth  
K o re a n  p o litb u ro  is  n o t r u le d  o u trM u s t  
c ^ ie f  e x e c u tiv e s  a re  d e lig h te d , b u t  a re  

_W -orried-they-GOuld-now  b e  tm ln e ra b le  to 
b ig  fo re ig n  g ro u p s. S a y s  o n e : “T h e y  
h a v e  b e e n  far b ra v e r  th a n  w e  t h o u ^ t  
th ey w o u ld  b e . B u t I  ju s t  h o p e  th e y  
h a v e n ’t s o ld  u s 'a ll  o u L ”

T h e  e x c ite m e n t in  the. C it y ,  w h e re  
in v e s tm e n t b a n k e rs  a re  e v e n  n o w  d o in g  
w h at in v e s tm e n t b a n k e rs  d o  a n d  try in g  
tp ju s t if y  lu c ra tiv e  d e a ls , w a s p a lp a b le . 
L o m a  T i lb ia n  o f N u m is  S e c u r it ie s , w ho  
h a s  b e e n  fo llo w ing  th e  u p s  a n d  d o w n s  
o f in e d ia  re g u la tio n  fo r o v e r  a  d e c a d e ,  
s a id : “T h e  extent o f  the d e re g u la tio n ,  
p a r t ic u la r ly  th e  lift in g  o f fo re ig n  
o w n e rs h ip  re stric tio n s, h a s  c o m e  a s  a  . 
s lu p r is e .  T h e  B il l  is  d ra m a tic a lly  m o re  
lib e r a l th a n  w e w ere e x p e ctin g .
E v e ry o n e  is a  w in n e r.”

A m o n g  the d u st b e in g  b r u s h e d  a s id e  
a re  r u le s  th a t fo rb id  I T V  c o m p a n ie s  to 
h a v e  m o re  th a n  IS p c  o f the a u d ie n c e  o r  
ow n b o th  L o n d o n  fra n c h is e s. T h is  last  
w as e x p e cte d , a n d  w o u ld  a llo w  C a rlto n  
a n d  G r a n a d a  to m e rg e , p e rh a p s  w ith in  
m o n th s. H o w e v e r, G r a n a llo n  w o u ld  
h a v e  n e a r ly  6 0 p c  o f th e  T V  a d v e r t is in g  
m a rk e t, fa r  m o re  th a n  th e s h a r e  a llo w e d  
b y c o m p e titio n  a u th o ritie s . S o m e

E m a p ’ s r a d io  a s s e ts . C a p it a l  is  e x p e cte d  
to lo b b y  a g a in s t  th is  n e w  r u le  
v ig o ro u sly .

T h e  e x is t in g  lic e n c e -re g im rrfo r  
te le co m s w ill  b e  r e p la c e d  w ith  a  n e w  
sta n d a rd , a n d  b r o a d c a s t in g  s p e c tr u m  
w ill b e  tra d e a b le . T h e  p r in c ip le  o f  th e  '
B il l  is  th at th e  m e d ia  s h o u ld , fo r th e  
m o st p a rt, b e  re g tila te d  b y  n o r m a l  
c o m p e titio n  la w , ju s t  l ik e  a n y  o th e r  
in d u stry . N o t s u r p r is in g ly ,  s h a re s  i n  
m e d ia  c o m p a n ie s , lo n g  d e p re s s e d  b y  
the e n d  o f  th e  d o tco m  b u b b le  a n d  th e  
w orst a d v e rt is in g  r e c e s s io n  in  l iv in g  
m e m o ry , p e rk e d  u p  o n  h o p e s  o f  
ta k e o v e rs. ,

T h e r e  w e re  th e p re d ic ta b le  h o w ls  
ab o u t th e  g re a t h a le -f ig u r e , M u rd o c h .
H is  N e w s In t e rn a t io n a l a lre a d y  o w n s  
both The Times a n d  The Sunday Times, 
p lu s  The SuTi a n d  The News of the WoridL 
It  ow ns 3 8 p c  o f  B S k y B . H is  face w as th e  
o b v io u s w a y to illu s tra te  th e  s lo ry  o n  th e  
B B C  n e w s. C u r re n t ly , a m a jo r  n a t io n a l  
n e w sp a p e r g ro u p  c a n n o t  ow n a 
te rre stria l b ro a d ca ste r. It  so o n  c o u ld ,  
a lth o u g h  n e w sp a p e r o w n e rs  a rc  s t i ll  
b a rre d  fro m  c o n tro llin g  a b ig  IT V  
c o m p a n y . M u rd o c h  c o u ld  a lso  m o v e  
s e rio u s ly  in to  ra d io .

N e il B la c k le y  o f  M e r r ill  L y n c h  d o c s  —
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n o t s h a r e  the C iW 's  e u p h o r ia . “'I'he w ay  
n o w  lo o k s  d e a r  fo r T V  g ro u p s  lik e  
G r a n a d a  a n d  C a rlto n  to m e rg e ,”  h e  sa ys. 
" R a d io  s to c k s  c o u ld  b o u n ce , b u t w e  
b e lie v e  p o te n tia l a c q u ir e r s  m ig h t fin d  it  
h a rd  to ju s t ify  su b s ta n tia l takeo ver  
p r e m iu m s  o n  top o f  th e  h i ^  p r ic e s  
c o m p a n ie s  l ik e  C a p ita l a n d  G W R  
a lr e a d y  tra d e  at.”

T h e  B i l l  is  n o t  a  co m p le te  firee-for-alL* 
T h e  n e w  re g u la to r, O fo o m , w ill  b e  a  
f o rm id a b le  fo rce  w ith  1 , 1 0 0  staff a n d  a' 
b u d g e t o f  £ 1  IS m , fo rm e d  a s  it  is  fixtm  
e x is t in g  q u a n g o s  l ik e  th e  R a d io  
C o m m u n ic a t io n s  A g e n c y  a n d  th e  
te le c o m s  re g u la to r O fte L  O fc o m  v n ll a ls o  
h a v e  a  C o n te n t B o a rd , w h ic h  So u n d s ^ 
s tra ig h t o u t  o f  th e 19 4 0 s . I t  m i l  re g u la te  
ta ste  a n d  d e c e n c y  o n th e a irw a ve s, ■ 
c o v e r in g  th e  B B C  fo r th e  first tim e .

M ew L a b o u r  c ro n ie s  s u c h  a s  B a ro n e ss  
J a y . th e  fo rm e r le a d e r  o f  th e  L o rd s , a re

s a id  to b e  m a n o e u v rin g  to c h w  e ith e r  
O fc o m  it s e lf o r  the C o n te n t B oa rd . T h a t  ■ 
is  n o t  s u r p r is in g : b o th  p o sitio n s  w ill  b e  
h ig h -p ro f ile  a n d  w ill c a rry  im m e n se  
in flu e n c e . H ow ever, O fco m ’s  p o w ers to  
s e iz e  d o cu m e n ts a n d  le v y  fin e s  a te  . t

■ m ostly re stricte d  to m atte rs c o n c e rn in g  
.com p e titio n . I

O n c e  th e  B ill  is  p a sse d  — a n d  that 
c o u ld  ta k e  two ye a rs , a s  it  m u s t  first b e  
s c ru t in is e d  b y  a  jo in t c o m m itte e  o f  b o th  
h o u s e s  — n o  o th er co u n try  w il l  h a v e  *
s u c h  o p e n  m e d ia  law s. T h e  r is k  is  th e  
a cce le ra te d  A m e ric a n isa tio n  o f  o u r  ;
c u ltu re , a s  h a p p e n e d  to in v e s tm e n t _ 
b a n k in g  fo llo w in g  that o th e r B ig  B an g ,. •■ 
in  the C it y  o f  Lo n d o n  in  19 8 6 . ;

T h e s e  w o rries lo o k  s p m io u s . T h e  
C o n te n t B o a rd  w ill  enforce th e  p u b lic  
s e rv ic e  asp ects o f  b ro ad caste rs’ lic e n c e s.- 
N a iu iy  w ill  s m a c k  the b o tto m s o f  those  
w ho m isb e h a v e . T h e r e  w ill s t i l l  b e  t h e . - .

B B C , f ly in g  th e O a g  in  its  c u r io u s ly  
u n p a trio tic  w a y. F u rth e r m o re , A m e r ic a n  
m e d ia  g ia n ts  s u c h  a s  A O L U m e  W a r n e r  
a n d  D is n e y  a re  in  n o  s h a p e  to  s p e n d  
m o n e y . W h e n  t h ^  d o  c o m e , th e y  w ill  
b r in g  w ith  th e m  in v e s tm e n t a n d  
in n o v a tio n , a s  th e  J a p a n e s e  d id  to  the  
c a r  in d u s try .

B ritm n  h a s  th r iv e d  t ^ 'b e in g  a  f ie e  
tra d in g  n a t io n  w ith  a n  o p e n  c u ltu r e . T h is  
h a s  h e lp e d  m a k e  E n g lis h  th e  l in g u a  ' 
fra n ca  o f  th e  m o d e m  w o rld , p u t  J a n e  
A u ste n  o n  b o o k s h e lv e s  fro m  B e ij in g  to 
B o sto n  a n d  g jv e n  M a n c h e s te r  U n it e d  a  
w o rld w id e  fa n  b a s e . M rs  J o w c il  a n d  M rs  
H e w itt a re  b u ild in g  o n  th a t tr a d it io n  a n d  
s h o u ld  b e  c o n g ra tu la te d  fo r  th e ir  ' 
h a n d iw o rk . T h e  B r it is h  m e d ia  is  ro b u s t  
e n o u g h  to w ith sta n d  fo re ig n  in ilu e n o c s  
— w ith  o r  vritho ut N aniny’s  h e lp .
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fears fo r
quaKty

■ B y  A sh n n g '9 ’C o n n o r .S > o  ^  
'a n il CarlosT^fS^^'-*^  >>?

: T e s sa : i5 ^ o !^ e a ^ fe s te r d a x  
|v o ic e d \c p i^ r ^ ^ b o u t  Uie 
j q u a U f e c ir  ̂ n ^ e S J a l  b t p a d -  
' cast" n e w s  i n  .tfae 'W aiLe fp t'ttt  
‘ m o s t  f ib e r a l” p ie S e ' p t v p r ^ ’ 

p o sed  .m e d ia  i e ^ I a t i o d  fo r
■ m o re' t h a n  2 5  y e a r s .  ‘ ‘

T h e  c u lt u r e  s e c re t a r y  S a id  
th e  v a lu e  o f  th e  c b n t r a c t  foH  
I n d e p e n d e n t -  T e l e v i s i o n  
N e w s  '  t o  p r o v id e  p r o f  
g ra m m e s  to  I T V ,  C h a n n e l  4, 
a n d  C h a n n e l  5 - h a d  f a l le n  b}t  
“m o re  t h a n  p e o p le  a c c e p t” ,  y

I T N  w a s  fo rc e d  to  lo w e r  U s  
• p r ic e  f r o m . £ 4 5 m  a  y e a r  'tQ 

£3G m  to  "Stave o ff- c o m p e ti­
t io n -f r o m  R u p e r t  M u rd o c h ’s  

.B r it is h  S k y  B ro a d c a s tin g ."  'a 
" . I t s  b u d g e t  h a s  fa lle n "  b y ; 

h a lf  o v e r  1 0  y e a r s ,  s t o k in g  
fe a rs  a b o u t  i t s -a b i l i iy  to  p r O i  
d u c e  im p a r t ia l.n e w s  o n  a  p a p  
w it h  th e - B B C .'  C h a n n e l  4  

■anchor

to  o n se t"  th e  p o w e r o f  M n  
M u rd o c h 's  m e d ia  e m p ire  - i f  
h e  e v e r  o w n e d  C h a n n e l 5 .  ' •/

T h e  m o v e  to r e ta in  a  n o m i-i 
n a t e d  n e w s p ro v id e r  ig n o re d  
l o b b y i n g  b y  c o m m e r c ia l  
b r o a d c a s t e r s  f o r  i t  t o  be. 
s c ra p p e d . In s te a d , th e  tre a ty  

■ m e n f  o f  n e w s  a s  a  s p e m a t  
l.c a s e .-s ta n d s  o u t  .a s .t h e  -.mosti 
' r e g u la t o r y  a s p e c t ' o f  'a it  
.o th e rw ise , d e re g u la to ry  b lU .  
f ; ;G t a n a d a -a n d  C m lt o n  C o m r  
m u n lc a t id h s , th e  I T V  c p tn p a i  
n i e s -  ' t b a t  h a v e  . m in o r i t y ;  
s t a k e s  i n  T T N , w a n t to  o w iji 

< it ..o u tr ig h t, a s  i n  th e .U S  s y s i  
\ t e m ; ‘ " S h a r e h o ld e r s -'w ill  b"a 
.'tQ lqw ed.'to"6W n.up-to  ^ " .p e g  
c e n t ; . b u t I T V " jp o lle c t iv e ly j  

'c s m n b t'h a v e ^ c b n tro L  J.
W i O i , n o n -E u ro p e a n  .U n io n

-w o rrie s  'about t h e  e r o s io n  
s ta n d a r d s  4n  -p u b lic  s e r v ic e  

I - b r o a d c ^ t i n g . ' '
! '"M s . J p w e ll  y e s t e r d a y  

a c k n o w le d g e d  th a t^ iu S  c o n n  
; p a n ic s  w o u ld  “n o t  b e  e^qiec- 
I te d  to  shaire. th e  M tne, co n-,
I tent'pjiOriflM ^ 'w e d o ”. - |
. H e r / ,  r e m a r k s .'  c a m e  a s  
' C h a im e l  4’s  c h ie f  e x e c u tiv e  
, s a id  t h e  b i l l  m ade, p r iy a t is a l  

t j o n  o f  t h e  s t a t io n  m o r e . 
■ ' l i k e l y .  M a r k  T h o m p s o n !  
i w a r n e d  in d u s t r y  e x e c u t iv e s  

t h a t  t h e  b i l l ,  w h ic h  opens"  
; t h e  .U K  te le v is io n  se c to r  t o  
! g r e a te r  c o n s o lid a tio n  a n d  U ^  
i in v e s t m e n t ,  c o u ld  th r e a te n ,  

h o m e g r o w n  in d e p e n d e n f a
- N e w s ' -J o n Snowj

d e s c r ib e d  th e  c u t s ' a s  “ w oes  
f u l"  a n d  “ dam g ero us”. " "i 

T h e  d ra d l c o n u n im ic a t io n s  
b i l l  p u b l is h e d  e a u lie r  t h i a  
w e e k  p ro p o s e d  to  r e t a in  t h e  
r o le  o f  a  n o m in a t e d  n e w s  

, p r o v id e r  f o r  I T V ,  w h i c l t  
i w o u ld  h a v e  to  p r o v id e  “ade;t  
': q u a te .'f in a m c ia l s u p p o rt”.  j

I t  a ls o  s u g g e s te d  a n  in d c i  
p e n d e n t p r o v id e r  fo r  C h a n f  
n e l  5  i f  t h e  b r o a d c a s t e r  
g a in e d  s ig n i f ic a n t  a u d ie n ce "  
s h a r e .  M e d ia  i n s i d e r s  
s u g g e s te d  th is  w a s  d e s ig n e d

b ro a d c a s te rs  , a n d  p r o d u c e r s .?  
.' M r - T h o m p s o n , . t o l d  a n , 
" a u d ie n c e  at, th e R o yail T e le v i i  
i s i o n  S o m ety o n  'W e d n e sd a y  
" th a t  t i ie .b iU  h a d  " d is t u r b in g  
‘th e m e s ” .  H e  w a rn e d  it  c o u ld - 
.a l lo w  b ig g e r  c o m p a n ie s ..t q  
'd o m in a t e  th e  m a rk e t. .' " i
‘ H e  a d d e d ; “P a r ts  o f  th e  b l R  
.m a k e  i t  m o re l ik e ly  th a t p r i?  
' v a t i s a t i o n  w i l l  h a p p e n . ^ 
t h i n k  t h e  g o v e r n m e n t ’s  
in t e n t io n  is  to- s t r e n ^ h e n  
C h a n n e l  4. b u t i f  y o u  lo o k  a t  
th e  b i l l  y o u  w o u ld  w o n d e r i f  
t h e y  a r c  d o in g  th a t.”  -j
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BSkyB gains from  IT V  D ig ita l woes
By Ashling O’Connor,
M edia Correspondent

B r i t i s h  S k y  B r o a d c a s t in g  
e x p e c ts  to g a in  u p  to 300,000 - 
I T V  D ig i t a l  c u s to m e rs  fo l- ■ 
lo w in g  t h e  c o lla p s e  o f  it s  
p a y - T V  r iv a l .

T h e  s a t e l l i t e  o p e ra to r ,  
r e p o r t in g  s t r o n g  t h ir d -  
q u a r t e r  s u b s c r ib e r  g ro w th  
y e s t e r d a y ,  s a id  th e r e  h a d  
b e e n  a  " lif t"  to its  b u s in e s s  
s in c e  I T V  D ig it a l  w a s  p u t  
in t o  a d m in is t r a t io n  s e v e n  
w e e k s  a g o . .

N e t  s u b s c r ib e r  g row th in  
th e  th r e e  m o n th s  to M a rc h  
3 1  w a s  171.0 0 0 , b r in g in g  it s  • 
c u s to m e r  b a s e  to S.9m  a n d  
p u t t in g  th e  c o m p a n y  c o n ­
tro lle d  b y  R u p e r t  M u rd o c h ’s  
N e w s  C o r p o r a t io n  w e ll in  
fro n t i n  th e  p a y -T V  m a rk e t.

T u r n o v e r  ro se  2 1  p e r  ce n t  
to  £ 7 0 7 .6 m  (£ 5 8 5 .1m ). It  m ad e  
a  p r e -t a x  l o s s  o f  £ 2 6 .4 m  
(£40 .8m  lo s s )  a fte r  a  one-off 
c h a r g e  th a t  in c lu d e d  a  £22m

s c r ib e r  b a s e  w a s p r e tty  p o o r.
“W e  s h o u ld  b e  a b le  to p ic k  

u p  a  f a ir  p r o p o rt io n . T h e r e  
d e f in it e ly  h a s  b e e n  a  lift ."

T h e  n e w s  w il l  d is a b u s e  th e  
m a r k e t  o f  a n y  p re co n ce p tio n  
t h a t  B S k y B  w o u ld  n o t  b e n e ­
f it  fro m  th e  f a ilu r e  of I T V  
D ig it a l ,  w h ic h  h a d  1 .2 6 m  c u s ­
to m e rs  a t  it s  la s t  c o u n t .

E x e c u t iv e s  a t  th e  c o m p a n y  
h a v e  b e e n  c a r e f u l  n o t to  
a p p e a r  to  b e  d a n c in g  on. th e  
g r a v e  o f  i t V  D ig it a l,  p a r t ic u ­
l a r l y  w it h  a  f in d in g  lo o m in g  
fr o m  th e c o m p e t it io n  a u th o r ­
it ie s  t h a t  i t  h a s  a b u s e d  it s

m a r k e t  d o m in a n c e  i n  th e  
p r o v is io n  o f  it s  c h a n n e ls  to  
r iv a ls  -  a  c h a r g e  i t  d e n ie s .  
In d e e d ,  B S k y B  w il l  fo r f e it  
a b o u t 3 ^ m  a  y e a r  i n  w h o le ­
s a le  r e v e n u e s  fro m  th e  p r o v i­
s io n  o f  S k y  c h a n n e ls  to  th e  
d i p t a l  te r r e s tr ia l  T V  ( D T T )

o p e r a t in g  p r o v is io n  a g a in s t  
m o n e y  o w e d  b y  I T V  D ig ita l.

T o n y  B a l l ,  c h ie f  e x e cu tive , 
s a id :_ " 'l i ie  o n ly  [ I T V  D ig it a l
c u s to m e rs ]  w e a re  in te re ste d  
in  a r e  t h e  k in d  th a t ta k e  p re ­
m iu m  s e r v ic e s .  T h e i r  s u b -

p la lfq n in ~  .
M r  B a l l  s a id  th e re  w o u ld  

b e  c o m p e t it io n  i s s u e s  i f  
B S k y B  w e re  to  b id  fo r I T V  
D i g i t a l ’s  p a y - T V ' l i c e n c e s ,  
w h ic h  a r e  b e in g  r e -a u c tio n e d  
b y  th e  T V  re g u la to r .

" T h e y 'r e  n o t  p a r t ic u la r ly
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a tt ra c t iv e  a n 5fw a y ,"  h e  s a id .
B id d e rs  h a v e  u n t i l ' l l i u r s -  

d a y  to  r e g is te r  th e ir  in t e r e s t  
in  th e  D T T  l ic e n c e s  w it h  n o  
U K  m e d ia  g r o u p s  re p o rte d  to  
h a v e  co m e  fo rw a rd .

M r  B a ll  d a m p e d  in v e s t o r  
e n t h u s ia s m  f o r  a  p o t e n t ia l ,  
b id  fo r C h a n n e l  5  fo llo w in g  
th e  g o v e r n m e n t ’ s  p r o p o s a l  
th a t N e w s In t e r n a t io n a l,  t h e  
n e w sp a p e r a r m  o f  M r  M u r ­
d o c h ’s  m e d ia  e m p ire , c o u ld  
o w n  th e  t e r r e s t r ia l  b r o a d ­
c a s te r . I f  w o u ld  b e  a  p o w e r­
fu l c ro s s -p ro m o tio n  v e h ic le .

B u t  M r  B a l l  c o u ld  n o t  
re s is t  a  p o p  a t  th e  g o v e rn ­

m e n t  fo r p r e v e n t in g  N e w s  
C o r p o r a t io n  f r o m  b u y in g  
I T V  w h e n  o th e r  U S  n e t w o rk  
o w n e r s  w i l l  b e  a b le  t o .  
“ R S k y B  is  th e  o n ly  o n e  o n  

P la n e t th a t  c a n n o t  n u y " 
I T V . ’’ h e  s a id ,  - t  ne  r a t i b i n
r a n  b i iv  I T V  b l it  w e c a n ’t .''__
•  ,B T  G r o u p  c a s lr e t b " 'in  
B S k y B  s h a r e s  y e s t e r d a y  
w o rth  £70 m  a s  p a rt  o f  a  s ta g -  

— g e r e d -e x it  fro m  it s  h o ld in g  
s t e m m in g  b a c k  to  a  j o i n t  
v e n t u r e  la s t  M a y .  B T  s o ld  
9 .5 m  s h a re s  a t  T 33 '/ip .

THE LEX COLUMN
BSkyB
B r i t i s h  S k y  B r o a d c a s t in g  h a s  ta k e n  
c a r e  n o t tb  d a n c e  o n  I T V  D ig it a l’s  
g r a v e . It is  a lr e a d y  fa c in g  a  probe  
in t o  it s  c h a r g e s  fo r  p r o v id in g  co n ­
t e n t  to  o t h e r  p a y - T V  o p e ra to r s .  
D r a w in g  f u r t h e r  a t t e n t io n  to it s  
s tr e n g th  w o u ld  o n ly  in c re a s e  s c r u ­
t in y .  In s te a d  i t  fo cu se d  y e ste rd a y  on  
a  5 ^ m  e x c e p tio n a l lo s s  o n  its  c o n ­
t r a c t  to  s u p p ly  c h a n n e ls  to I T V  D ig i­
ta l a n d  th e  £ 6 5 r a  o f  a t in u a l re ve n u e  
it  w i l l  now  fo rg o .

B u t  b e h in d  th e  s c e n e s  it  m u s t be

d a n c in g  a  j ig .  B S k y B  s h o u ld  p ic k  u p  
I T V  D ig it a l 's  300,000 p r e m iu m  s u b ­
s c r ib e r s .  A b o u t  £34 0  a  y e a r  fro m  
e a c h  w o u ld  o ffs e t a n y  p r o f it  h it  
w it h in  a  few  y e a r s .  B S k y B  a ls o  gets  
to  se e  th e  b a c k  o f  a  r a a v p r ic k  b id d e r  
fo r s p o rts  t ig h ts . T h e  p r ic e  o f  p rim e  
c o n te n t, s u c h  a s  th e £ l . l b n  r ig h ts  to 
t h e  P r e m ie r  L e a g u e ,  s h o u ld  d ro p  
s h a r p ly .  W ith  c a b le  c o m p e tito rs  s t i ll  
fla t o n  th e ir  b a c k s . B S k v B  is  free to  

a c c e le ra te  a w a y . S u b s c r ib e r  g ro w th  
i s  s t i l l  s tro n g  a n d  it  p u s h e d  th ro u g h  
a  7  p e r  c e n t p r ic e  r is e  in  J a n u a r y  
w it h o u t  a  n o tic e a b le  in c r e a s e  in  c u s ­
to m e r  c h u r n .  T h e  b u s in e s s  lo o k s

p o ise d  to  tu r n  in to  a  c a s h  m a c h in e .
B e l ie v in g  in  ja m  to m o rro w  h a s  

c o s t  in v e s t o r s  d e a r  s in c e  2 0 0 0 . 
B S k y B , w ith  a  £ 13 .S b n  m a rk e t c a p i­
ta lis a t io n , s t i l l  m a k e s  a p re -ta x  lo s s .  
T h e r e  is  a  r is k  it  w il l  be te m p te d  b y  
ne w  c a s h  c o n s u m in g  g ro w th  o p p o r­
t u n it ie s  o u ts id e  i t s  c o re  b u s in e s s .  
A d d  re g u la to ry  u n c e r t a in t y , p lu s  a 
t e c h n ic a l  o v e r h a n g  fro m  V iv e n d i  
U n iv e r s a l 's  r e m a in in g  14  p e r c e n t  
s ta k e , a n d  in v e s to rs  m ig h t  w a it  fo r  a 
cle a re r  p ic tu re . B u t  lo n g  te rm , the  
s to ry  lo o k s in c r e a s in g ly  a ttra c tiv e .
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BSkyB eyes Channel 5

J o h n  G a s s y  '

T o n y  B a l l ,  c h ie f  e x e c u t iv e  o f  
B S k y B , h a s  a d m it t e d  t h a t  a  
ta k e o v e r  o f  C h a n n e l  5  “c o u ld  
b e  in te r e s t in g  i f  th e  p r ic e  w a s  
r ig h t"

I n  a n  in t e r v ie w  w it h  th e  
G u a r d ia n ,  h e  p la y e d  d o w n  d ie  
p r o s p e c t  o f  th e  M u r d o c h -c o n ­
t r o lle d  s a t e ll it e  n e t w o r k  b id ­
d in g  fo r  t h e  t e r r e s t r ia l  c h a n ­
n e l. “It's  n o t  fo r s a le , a s  fa r  a s  1  
k n o w , s o  th e re ’s  n o t h in g  g o in g  
o n . B u t  i t ’s  n o t  r e a l ly  c le a r  to  
m e  w h a t  t h e  p r e s e n t  o w n e rs  
w a n t  to  d o  w it h  it ,  s o  th e re  
c o u ld  b e  m o v e m e n t,” M r  B a ll  
s a id ,  a fte r  re p o rt in g  q u a r t e r ly  
r e s u lt s  t h a t  m e t  e x p e c ta tio n s .

“E v e r y t h in g  d o e s h a v e  it s  
p r i c ^  b u t  f o r  m e  it ’s  n o t  ne ce s­
s a r i ly  t h e  m o s t  g la m o r o u s  
ro u te  o r b e s t  u s e  o f  s h a r e h o ld ­
e rs ’  m o n e y  u n le s s  y o u  c o u ld  d o  
s o m e t h in g  d if f e r e n t  w it h  it :  
m a y b e  p r o m o t io n  o r  e s s e n ­
t ia lly  the a b ilit y  to  r u n  i t  in  co n ­

- ju n c t io n  -w ith a  p a y  s e r v ic er
M r  B a ll  w a s  r e s p o n d in g  to  

t h is  w e e k ’s  a n n o u n c e m e n t  o f

th e  d ra ft  c o m m u n ic a d o n s  b ill,  
w h ic h  o p e n e d  th e  d o o r  to  a  
B S k y B  b id  fo r  C h a n n e l 5.

A n a ly s t s  b e lie v e  . B S k y B  
c o u ld .u s e  C h a n n e l 5  a s  a  v e h i­
c le  to  g iv e  v ie w e rs  v id th o u t a  
sa te llite  d is h  a t a s t e o f  p a y -T V . 
H o w e v e r , 6 5 %  c o -o w n e r  B e r ­
t e ls m a n n  h a s  m a d e  a  lo n g ­
te rm  c o m m itm e n t to th e  c h a n -  
n d ,  w h ile  U n ite d  B u siness M e ­
d ia , w h ic h  b o ld s  th e b a la n c e  o f  
th e  s h a r e s , is  in  no  h u r r y  to  
s e ll. - • ■

M r B a l l s a id h is  p r io r ity w a s  
to  in c re a s e  m a rg in s  a n d  p ro f­
it a b il it y  i n  B S l^ B 's  c o re  b u s i­
n e ss. -“W e  h a v e  a  lo t  o f  sp a ce  to  
g e t th e s e  m a r g in s  b a c k  to th e  
le v e ls  w e  h a d  b e fo re  o u r  d ig i­
ta l in v e stm e n t,” h e  sa id .

B S k y B  w il l  lo o k  to  re d u c e  
p r o g r a m m in g  c o s ts  i n  s p o rt  
a n d  m o v ie s  a s  p a r t  o f  th a t  
p u s h  to w a r d s  g re a te r  p ro fits. 
“W e’v e  a lr e a d y  b e g u n  to b e  
m o re  s e le c t iv e  iiv w h a t  w e're“ 
b u y in g ,” M r  B a ll  sa id .

“W e  p r o b a b ly  w o n ’t  go fo r

th e  F A  C u p , p e rh a p s we’l l  d ro p  
O ne o f  o u r  f i lm  s t u d io s  a n d  
w e’r e  o p t im is t ic  o f  g e t t in g  
lo w e r  r a te s  fr o m  th e  c h a n n e l  
d e a ls  w e  h a v e  c o m in g  u p  f o r  
r e n e w a l, b u t  w e ’l l  s t i ll  b id  fo r  
th e  re a l p re m iu m  content."

F ig u re s  fo r th e  th ree m o n th s  
to  M a r c h  3 1  s h o w  r e v e n u e  
c lim b e d  £ 1 3 2 m  to  £ 7 0 8 m  a s  
th e  c o m p a iiy  a d d e d  a n o t h e r  
1 7 1 ,0 0 0  s u b s c r ib e r s  to  5 .9 m .  
A v e ra g e  re v e n u e  p e r  u s e r  
c lim b e d  1 1 %  to  £ 3 4 1  p e r  y e a r  
a n d  M r  B a ll  re ite ra te d  h is  ta r ­
g e t o f  £ 4 0 0  b y  2 0 0 5 .

T h e  g ro w th  h d p e d  th e  c o m ­
p a n y  r e t u r n  to  th e  b la c k  a n d  
r e c o rd  a  p r e t o  p r o f it  b e f o r e  
e x c e p tio n a l it e m s  o f  £ 1 1 . 6 m .  
C a s h  g e n e ra te d  th r o u g h  t h e  
b u s in e s s  a llo w e d  £ 1 4 0 m  o f  
d e b t to  b e  p a id  d o v m .

B S k y B  w a s fo rc e d  to ta k e  a  
£ 2 9 .2 m  c h a rg e  d u e  la r g e ly  to  
th e  c o lla p se  o f  I T V  D ig ita l a n d
m o n ie s  o w e d  to r  p r o g r a m ­
m in g  b i l l s  b y  its  fa ile d  r iv a l.  

F in a n c e  d ir e c t o r  M a r t in

S te w a rt s a id  t h e  n u m b e r  o f  
I T V  D ig it a l  c u s to m e rs  sw d tch- 
in g  to  B S k y B  c o u ld  r e a c h  
3 0 0 ,0 0 0 . " T h e  s h o r t  te r m  p a in  
w ill  b e  o irtw e ig h e d  b y  th e  lo n g  
te rm  g a in ,"  h e  s a id .

S h a re s  i n  B S k y B  f e ll 2 8 p  to 
'n.4p. A n a ly s ts  s a id  a s o l id s e t o f  

■ n u m b e rs  h a d  b e e n  o v e r s h a d ­
o w e d  b y  B T ’s  d e c is io n  to  s e ll  
10 m  sh a re s  i t  o w n e d  in  B S k v B .  
a  s h a re h o ld in g  fro m  it s  d a y s  a s  
a  p a rtn e r  in  t h e  b r o a d c a s t e r ’s  
in te ra ctiv e  s e rv ic e  O p e n .

In v e s t o r s  a r e  a ls o  fe a r f u l  
th a t tro u b le d  V iv e n d i  U n iv e r ­
s a l m a y  s e e k  to  se ll s o m e  o f  its  
B S k y B  s h a r e s  in  a n  e ffo rt  to  
c u t  its  d e b t. •

H o p e s o f  f in d in g  a  b u y e r  fo r  
th e  f r e e -t o -a ir  d ig it a l  t e r r e s ­
t r ia l  t e le v is io n  l ic e n c e s  
v a c a te d  b y  I T V  D ig it a l  a r e  

, u n d e rsto o d  to  be  h a n g in g  o n  a  
k n ife -e d g e . F e w  p a r t ie s  h a v e  
e x p re sse d  in t e r e s t  in  th e  
lice n ce s a n d  th e  o n ly  c r e d ib le  
in q u ir ie s  a re  re p o rte d  to  h a v e  
co m e fro m  a b ro a d .

T h e  D a ily  Telegraph  
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BSkyB a iin s  to  sign up  every o the r hom e
B y  G e o r g e  T r e f g a r n e

T O N Y  B a l l ,  c h ie f  e x e c u t iv e  o f  
B S k y B ,  c l a i m e d  y e s t e r d a y  
t h a t  1 2 m  B r i t is h  h o u s e h o ld s  
— o r  h a lf  t h e  c o u n t ry  — c o u ld  
o n e  d a y  b e  s u b s c c ih e r s  to  th e  
s a te llite  b r o a d c a s t e r .

M r  B a ll h a s  a lr e a d y  s a id  h e  
w a n ts  to s ig n  u p  7 m  c u s t o m ­
e r s  b y  2 0 0 5 ,  b u t  h e  h a s  n o w  
s e t a n  e v e n  m o r e  a m b it io u s  
g o a t . “ O v e r  9 0 p c  o f  h o u s e ­
h o l d s  h a v e  m u l t i - c h a n n e l  
t e le v is io n  i n  A m e r ic a . I t  to o k  
2 0  y e a r s  b u t  I  d o n ’t  s e e  w h y  
w e  c a n 't  h a v e  th a t h e r e .  I  
w o u ld  a im  fo r S k y  to  h a v e  
c o m f o r t a b ly  o v e r  h a l f  t h e  
m a r k e t  s h a r e .”

T h e  g o a l e x c lu d e s  th o s e  
w h o  r e c e iv e  S k y  c h a n n e ls  v ia

c a b le  c o m p a n ie s , c u rre n tly  
a b o u t  5 m .

M r  B a l l  m a d e  h i s  b o ld  
c la im  — w h id i  w o u ld  in v o lv e  
m o re  t h a n  d o u b lin g  th e  c u r ­
r e n t s u b s c r ib e r  b a s e  — a s  h e  
u n v e ile d  r e s u lt s  fo r th e n in e  
m o n t h s  to  M a r c h ,  w h ic h  
s h o w e d  t h e  c o m p a n y  h a s  
s t a r t e d  t o  m a k e  a  p r o f it  
at th e  p r e -t a x  le v e l a n d  p a y  
b a c k  it s  £ 1 - 8  b i l l io n  d e b ts  
r u n -u p  i n  th e  d i s t a l  tele­
v is io n  w a rs .

P r e - t a x  p r o f i t s  b e f o r e  
e x c e p t i o n a l  i t e m s  w e r e  

£ 1  l -6 m ,  c o m p a r e d  w ith  a  lo ss  
o f £ 1 0 5 - l m  t h is  t im e  la s t  
y e a r . S a le s  w e re  u p  2 1 p c  u i  
t h e  l a s t  n i n e  m o n t h s  to  
£ 2  b i l l io n .

T h e  c o lla p s e  o f  I T V  D ig ita l,

w h i c h  c a r r i e d  S k y ,  i s  
e x p e c te d  to c o s t  £6Q m  i n  lo s t  
r e v e n u e s  a n d  in c u r  a  £ 2 2 m  
w r it e -o f f  fo r  p r o g r a m m in g  
a lr e a d y  s u p p l i ^

M r  B a ll  s a id  th at S k y  h a d  
a d d e d  1 7 1 ,0 0 0  n e w  s u b s c r ib ­
e rs , ta k in g  th e  total to 5 -9 m .  
A v e r a g e  r e v e n u e  p e r  u s e r  
w a s u p  l l p c  to £ 3 4 1 ,  fo llo w ­
in g  p r ic e  in c re a s e s  e a r lie r  i n  
th e  y e a r . H e  w a n ts to r e a c h  
a v e ra g e  re v e n u e  p e r  u s e r  o f  
£ 4 0 0  b y  n e x t y e a r, w h ic h  s u g ­
g e sts  m o re  p r ic e  r is e s  a r e  o n  
th e  w a y . .

F o llo w in g  th e  p u b lic a t io n  
o f  th e  d ra ft C o m m u n ic a t io n s  
B il l  th is  w e e k. S k y  m a y  n o w  
b e  free to b u y  C h a n n e l 5 ,  b u t  
M r  B a ll  s a id : “ A s  far a s  I  
£ h o w  it ’s  n o t fo r sa le  a n d

M 5w a y , th e re  a r e  n o  ta lk s  
g o in g  o n .”

M r B a l l  h a s  lo n g  c h e r is h e d  
a n  n v  c o m p a n y , l ik e  C a r lt o n  
o r  G r a n a d a , b u t  h e  is  s t i ll  
b a rre d  fro m  b u y in g  o n e  a s  
R u p e rt M u r d o d i ,  w h o  c o n ­
trols 3 8 p c  o f  B S k y B , h a s  s u c h  
larg e n e w s p a p e r  in te r e s ts  in  
t h e U K .

M r B a ll  s a id :  “ E v e r y o n e  
can b u y  I T V  e x ce p t u s . E v e n  
the T a lib a n .”

S l ^  is  a ls o  fre e  to  g o  in to  
r a d io .  “ W e ’ v e  g o t  n o  
im m e d ia te  p la n s ,”  s a id  M r  
B all. “ B u t S k y  is  a lr e a d y  th e  
biggest b ro a d c a s te r  o f  d ig ita l  
radio  in  th is  c o u n t ry .”
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B S k yB  sa id  y e ste rd a y  th a t ne w  su b s c r ip tio n  sales fo r th e t  
m onths to th e  e n d  o f M a r c h  su rg e d  b y  I71.0 T O  to  5 S  m illi 
H ow ever, s h a re s  in  th e  c o m p a n y , in  w h id i  T h e  N e w s  
C o rporation, p a re n t c o m p a n y  o f  T h e  Tim es, has a  3 6 3  p e r  
stake, fell 2 8 p  to  7 l4 p  after th e  g ro u p  repotted a  p re -ta x  lo  
fo r the p eriod o f  £ 1 2 7  b illio n . T h e  lo s s  in d u d e d  a  £ 2 2  railli' 
provision a g a in st losses re la tin g  to  th e  co lla p se  o f  I T V  D ig  
Program m e co sts  fo r  th e  p e rio d  in c re a se d  b y  £ 2 15  m illio n  t 
£ L 0 4  b illio n , m a in ly  b e ca u se  o f  th e  n e w  P re m ie r L r a g u e  dc

Sky distances itself 
from  Channel 5  bid
B S K Y B , th e  s a te llite  te le v i­
s io n  b ro a d ca ste r, ap p eare d  to  
d ista n c e  it s e lf  fro m  a  p o ssib le  
b id  fo r C h a n n e lS y e s ta d a y  d e ­
sp ite  th e  re la x a tio n  o f c r o s s -  
m e ^  o w n e rsh ip  r u le s  in  th e  
C o m m im ic a t io n s  B il l  e a r lie r  
th is w eek.

A s  S l y  re p o rte d  a  sh a rp  
r is e  in  o p e ra tin g  p ro fits fo r its  
th ir d  q u a r te r , a  S k y  
sp o k e sm a n  s a id :  "W e b e lie v e  
stro n g ly  in  th e  p a y  m o d e l for 
te le visio n . O u r  fo cu s i s  v e r y  
m u c h  o n  t h a t  m o d e L”  T h e  
co m p a n y  s a id  th e  s a m e  v ie w  
a p p lie d  to t h e  ra d io  s e c to r

S k y  s a id  i t  w a s  a lr e a d y  
sta rtin g  to s e e  a  bo o st to  su b ­
s c r ib e r  n u m b e r s  a fte r th e  col­
lap se of F T V D ig ^ ta l lastm o n th .

S k y  e x p e cts to se e  a  b ig g e r  
p ick -u p  w h en  th e  ne w  football 
s e ^ o n  a p p ro a c h e s in  A u g u s t  
Som e a n a ly sts  h a v e  esfim ated

B Y  N I G E L  C o p e

that S k y  a nd  th e cab le  o p e ra­
tors sta n d  to g a in  150,000 to  
200,000 form er n v  D ig t a l  s u b -  
serfoers.

T h e  group in dicated  it  h a d  
no  in te re st in  b u y in g  u p  th e  
television r i ^ t s  to the N a tio n ­
w ide Fbotball L e a g u e , w h ic h  
w a s contracted to I T V  D ig t a l .

T h e  co m m e n ts c a m e  a s  
B rita in ’s  biggest p a y -T V  gro u p  
re p o rted  a  33  p e r  ce n t r is e  in  
op erating  profits to £12 9 m  fo r  
th e n in e  m onths to 3 1  M a r c h .. 
T h e  n u m b e r of d irect-to -ho m e  
s u b s c r ib e rs , w hich, e x clu d e s  
peoplew ho watch S l y  via  cab le  
a n d  te rre stria l operators, ro se  
b y  17 1,0 0 0 in  the q u a rte r to 5.9  
m illio n . T h is  puts S l y  on trade  
to h it  Its  target o fT m illio n  su b ­
s c r ib e rs  b y  2003, T h e  s h a r e s  
d o s e d  28p tower a t  714 p .

Evening Standard  
10 May 2002

?^SkyB cuts losses despite £2 2 m  ITV  D ig ita l h it
a T I S H S I c y B t o a d r m s t i n g l i a s  t r i in m e d  
lo s s e s  d e s p it e  t a k i n g  a  m i l l i o n  h i t .  

f iro m  t h e  c o U a p s e  o f  J T V  D i g i t a l , .w h ic h  
w a s  s h u t  d o w n i b y  t h e  a d m in is t r a t o r s ,  
l a s t  m o n t h ;  writes Jarnes Mclean. '

F i g u r e s  f r o m  t h e  g r o u p  t o d a y  s h o w e d  
l o s s e s  h a d  b e e n  r e d u c e d ,  w i t h  . .
r e v e n u e s  r i s i n g  2 1 %  t o  £ 2 . 0 3  b i U i o h  
f o r  t h e  n in e '  m o n t h s  t o  3 1  M a r c h .  S k y  
a d d e d  s o m e  1 7 1 , 0 0 0  s u b s c r i b e r s  i n  t h e  
t h r e e  m o n t h s  t o  e h d - M a f c h ,  a g a i n s t  
e x p e c t a t io n s  o f  a b o u t  1 5 0 , 0 0 0 ,  t a k i n g

lAt h e  t o t a l  to  5v9 m i l l i o n .  A v e r a g e  
a n n u a l  s p e n d in g  p e r  s u b s c r i b e r  r o s e  
1 1 % ,  t o  £ 3 4 1 ,  t h e  g r o u p  s a i d .  ' . -

L o s s e s  f o r  t h e  t h r e e - m o n t h  p e r io d  
w e r e  c u t  f r o m  £ 1 0 5 . 1  m i l l i o h  t o  £ 2 6 .4  
m i l l i o n  b e f o r e  t a x ,  a s  t u r n o v e r  r o s e  
1 5 %  t o  £ 7 3 3 . 5  m i l l i o n .  B u t  r e f le c t in g  
h i g h e r  p r o g r a m m i n g  e x p e n d it u r e ;  t h e  
n i n e - i n o n t h  l o s s  s o a r e d  t o  £ 1 . 2 8  b U l l o n  
f r o m  £ 3 6 5  m i l l i o n .  ' - ' '

C h i e f  e x e c u t iv e  T o n y  B a l l  s a i d  t h e .  
r e s u l t s  s h o w e d  t h a t  S k y  D i g i t a l

“ c o n t i n u e s  t o  m a k e  p r o g r e s s  o n  a U .  • 
f r o n t s ” .  .

T h e  g r o u p  c o n f i r m e d  n v  D i g i t a l  
o w e d  I t  £ 2 2  m i l l i o n ' f o r  p r o g r a m i l i l n g  
a t  t h e  t i m e  o f  i t s  d e m i s e  l a s t  m o n t h  
£ m d  t h a t  i t  w a s  t a k i n g  a  f u l l  p r o v i s i o n  
a g a i n s t  t h e  m o n e y  o w e d .  E a r l i e r  t h i s  
y e a r ,  B S k y B  m a d e  p r o v i s i o n s  a g a in s t  
i t s  s t a k e  i n  G e r m a n y ’s  K i r c h P a y T V ,  
w h i c h  G l e d  f o r  i n s o l v e n c y  t h i s  w e e k ;  
S k y  t o d a y  s a i d  i t  e x p e c t s  t o  r e c o u p ,  
l i t t l e  o f  i t s  I n v e s t m e n t  f r o m  K i i c h .
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A deal with Murdoch? 
I’ve never met him’

T h e l o S
i n t e r v i e w

T e s s a  J o w e ll,.
C u ltu r e
S e c r e ta r y

By Colin Brown

• M s  Jo w ell h ad  co m e  fro m  a 
ro a stin R  o n  th e in te rn e t in  a  
w eb c h a tro o m  she h a d  ho sted  
about h e r draft B i l l  O n e  o nlin e  
c r it ic  s a id  h e  w o u ld  n e v e r  
vote La b o u r again for a llo w in g  
M u rd o c h  to b u y  C h a n n e l 5.

“S p a c e b o y d re a m e r ” s a id  
The T im e s  h a d  a n n o u n c e d  it  
w o u ld  so fte n its stance o n  E u ­
ro p e. “I s  it  c y n ic a l to su p p o se  
th e se  e v e n ts  a re  n o t u n r e ­
late d?"  A  m a n  w h o  d e s c r ib e d  
h im s e lf  a s  a C h a n n e l 5  w o rk ­
e r  S a id  M r  M u rd o c h  w o u ld  
c o p y  S k y  O n e  o n  C h a n n e l  5  

s h o w c a s in g  “t its , b u m s , a n d  
p e o p le  (a n d  a m m a ls) b e h a v ­
in g  b a d ly ”. A n o th e r  in te rn e t  
q u e s t io n e r  a s k e d  w h e n  sh e  
h a d  la s t  m e t M r  M u r d o c h .

t h is  p o l i c y  to g e th e r . W e  
s t u d io u s ly  w e n t  th r o u g h  th e  
c o n s u lta t io n . I  h a d  a v e r y  
larg e n u m b e r o f  m e etin gs a n d  
w e  d r e w  o u r  c o n c lu s io n s  
fro m  th a t in  a  c o n te x t w h e r e  
w e  w e r e  q u ite  c le a r  th a t w e  
w a n te d  to d e re g u la te .”

P r iv a t e ly ,  i t  is  a d m it te d  
th at N u m b e r  10  w a s in v o lv e d ,  
a n d  th e  C u lt u r e  S e c r e t a r y  
a g r e e s  th a t s h e  h a d  c o n s id ­
e re d  a c o m p r o m is e  to  a llo w  
f o r e ig n  in v e s t o r s  to  b u y  
C h a n n e l  5  o n ly  w h e re  o th e r  
c o u n t r ie S T e c ip r o c a t e d .

T h a t  w o u ld  h a v e  le ft th e  
d o o r  b a r re d  to  M r  M u r d o c h .  
A n  A u s t r a l ia n  b y  b ir t h , h e  is  
a  n a t u r a lis e d  A m e r ic a n  c i t i ­
z e n  a n d  th e U S  m a rk e t is  n o t

S h e  re to rte d : " 1 h a v e  n e v e r  
m e t n o r  s p o k e n  to  R u p e r t  
M u r d o c h . I  a m  n o t a w a re  o f  

- a n y  o c ca s io n  o n  w h ich  h e  d is ­
c u s s e d  th e  c o m m u n ic a t io n s  
B ill  w it h  N u m b e r  10 .

' S o m e o n e  c a ll in g  h im s e lf  
“Is lin g t o n ia n ” s a id  r u d e ly :  
“T r u e  o r  fa ls e  -  I T V  D ig it a l  
h a s g o n e  d o w n  the p a n  a lo n g  
w it h  y o u r  p re d ic t io n s  o f  a  
d ig ita l s w itc h -o v e r."  T h e  a n ­
sw e r to  th a t, I  d is c o v e re d , is  
that sh e  is  s t ic k in g  to h e r  p re ­
d ic t io n s  th a t th e  s w itc h -o v e r  

.• w ill  ta k e  p la c e  in  2 0 0 6 -10 .
E v e n  h e r  T o r y  s h a d o w ,  

T i m  Y e o . s n e a k e d  o n lin e  to  
h a v e  a  g o . A n o th e r  o n lin e  
c r id c  a cc u se d  h e r  o f b e in g  the 
N a t io n 's  N a n n y , te llin g  p e o ­
p le  w h a t  to  w a tc h , l is te n  to, 
eat, d r in k  a n d  sm o ke .

R e la x in g  la te r  o v e r a  c u p  
o f  tea in  th e s a fe ty  o f  h e r  p r i­
va te  o ff ic e , s h e  to ld  m e : “It  
m a y  b e  m u c h  le ss  in te re stin g  
b u t P a t r ic ia  H e w itt  [ T r a d e  
S e c r e t a r y ! a n d  I w o rk e d  o n

o p e n  to  fo r e ig n  ta k e -o v e r s .
I f  th e re  is  a n y  n a n n y in g  

s id e  to  M s  Jow ell, it  is  h e r p a s­
s io n  to  m a in t a in  h ig h  p u b U c _ .  
s e r v ic e  b r o a d c a s t in g  p r in c i ­
p le s  i n  th e  B B C ,  a n d  to  s t o p  
G r e g  D y k e  f r o m  d u m b in g  
d o w n  in  p u r s u it  o f  v ie w e r  ' 
fig u re s . S h e  d e fe n d s the r ig h t  
o f  t e le v is io n  s o a p s  s u c h  a s  
EastEnders a n d  Coronation 
Street to  d is c u s s  c o n tr o v e r ­
s ia l is s u e s , in  s p ite  o f  th e c r it ­
ic i s m  b y  th e  B r o a d c a s t in g  
S t a n d a r d s  C o m m is s io n  la s t  
w e e k  th a t th e y  fe a tu re d  to o  
m u c h  s e x , ra p e  a n d  v io le n c e  
b e fo r e  th e  9 p m  w a te rs h e d .

S o a p s  h a v e  b e e n  a n  “ i n ­
c r e d ib ly  im p o r t a n t  v e h ic le  
f o r  r a is in g  ta b o o  is s u e s ”, 
sa id  th e S e c re ta ry  o f  State fo r  
C u lt u r e , M e d ia  a n d  S p o rt. “It  
w o u ld  b e  a s t o r y l in e  o n  
EastEnders a b o u t  te e n a g e  
p r e g n a n c y  a n d  h o w  to  a v o id  
it , a b o u t  s e x u a lly  t r a n s m it ­
te d  d is e a s e ,  a b o u t  s m o k in g  
-  it  w o u ld  b e  f a r  m o r e

p o w e r f u l  a n d  p e r s u a s iv e  
th a n  a n y t h in g  a n y  m in is t e r  
m ig h t  sa y."

A s  a f o r m e r  h e a lt h  m in is ­
t e r  w h o  s t r u g g l e d  w it f i  
B r it a in ’s  a p p a l l in g  r e c o r d  o f  
u n w a n te d  te e n a g e  p re g n a n ­
c ie s ,  s h e  is  s p e a k in g  fro m  
e x p e r ie n c e . " I  t h in k  w h e re  
s o a p s  h a v e  a d d r e s s e d  th e se  
is s u e s , t h e y  h a v e  d o n e  s o c i­
e ty  a  g re a t s e r v ic e ."

H e r  r o le  w it h  t h e  B i l l  is  
m o re  th at o f  a m id w if e  th a n  
a n a n n y . I t  is  a n  a g o n is in g ly  
s lo w  p ro c e s s . T h e  B i l l  w il l  be  
in c lu d e d  i n  t h e .  Q u e e n ’s  
S p e e c h  i n  N o v e m b e r  a n d  
s h o u ld  b e  la w  b y  m id -2 0 0 3 .  
I t  w il l  b r in g  i n  O f c o m . th e  
n e w  s t a n d a r d s  w a t c h d o g .

T e s s a  J o w e ll  h a s  d e ­
n ie d  a  c o n s p ir a c y  
b e tw e e n  1 0  D o w n ­
in g  S t r e e t  a n d T l i r ”  

p e rt M u r d o c h  le d  to  c h a n g e s  
in  th e  C o m m u n ic a t io n s  B il l  
to  a llo w  th e  m e d ia  m o g u l to  
b u y  C h a n n e l  5.

T h e  d e c i s i o n  t o  s w e e p  
a w a y  th e  r u le  p r e v e n t in g  
larg e n e w s p a p e r  g ro u p s  fro m  
the ta k eo v er o f  C h a n n e l 5  star­
t le d  th e  m e d ia  in d u s t r y  a n d  
le d  to  a n g r y  s p e c u la t io n  th at  
T o n y  B la ir  h a d  d o n e  th e  d e a l  
w it h  M r  M u r d o c h  i n  r e tu r n  
fo r t a m in g  t h e  a n t i -e u r o  
v ie w s o f  h is  U K  title s. The Sun 
a n d  The Times.

S p e a k in g  to  The Indepen­
dent on Sunday, th e  S e c re ta ry  
o f  S ta te  f o r  C u lt u r e ,  M e d ia  
a n d  S p o r t  d is m is s e d  s u c h  

a lle g a t io n s . “A n y b o d y  w h o  
t r ie s  to  w r it e  a s t o r y  a b o u t  
c o n s p ir a c y  is  m a k in g  it  u p . 
T h e r e  is  n o  c o n s p ir a c y , th e re  
w a s n o  c o n s p ir a c y , th e r e  h a s  
b e e n  n o  d e a l.  T h a t  is  th e  b e ­
g in n in g  a n d  e n d  o f  it."

S h e  w a s  c r i t i c is e d  fo r  p re ­
s e r v in g  th e  r o le  o f  th e  B B C  
g o v e rn o rs  a s  t h e  w a tc h d o g  

- f o r -t h e -B B G . b u t  a  l it t le  n o ­
t ic e d  c la u s e  in  t h e  B i l l  c o u ld  
c h a n g e  th a t in  th e  lo n g  te rm . 
I t  a llo w s  O f c o m  to  c a r r y  o u t  
a r e v ie w  o f  a ll  b r o a d c a s t in g ,  
in c lu d in g  t h e  B B C .  w it h in  a 
y e a r  o f  it s  e s t a b lis h m e n t .  
“T h e y  w i l l  s t a r t  th e  re v ie w  
th e  m o m e n t t h e y  g et th e ir  
k n e e s  u n d e r  th e  ta b le ,” s a id  
a  s o u rc e .

F u r t h e r  r e v ie w s  a re  re­
q u ire d  e v e r y  t h r e e  y e a r s .  It  
b  lik e ly  th at th e  in te r lu d e  w ill  
b e  r e d u c e d  d u r in g  th e  p a s­
s a g e  o f  t h e  B i l l .  S h e  is  
fo rm id a b ly  w e l l  b r ie f e d  on 
th e  d e t a il  b u t  w i l l  fa c e  a  
t o u g h e r  t e s t  o n  T u e s d a y  
w h e n  s h e  f a c e s  a  k ic k in g  
fro m  G e ra ld  K a u f m a n  and h b  
s e le c t  c o m m itte e  o n  c u ltu ie ,  
m e d ia  a n d  s p o r t s  f o r  a llo w ­
in g  a f u r th e r  d e la y  to  th e  
F o o tb a ll A s s o c ia t io n  fo r th e

W e m b le y  p r o je c t .  T h e n  sh e  
w ill  n e e d  h e r  s h in  p a d s.
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B io g ra p h y
13^47; B o m  1 7  Se p tem b e r  
in London..Studied a t  
A b erdeen and Edinburgh  
U niversities and  
G o ld sm ith ’s  C ollege.
1 9 6 9 :  W orked a s  a  ch ild  
care  officer in L a m b e th . 
1 9 7 2 :  Psy ch ia tric  so c ia l  
w orker a t  London’s  
M au d sle y  H o s p ita l  
1 9 7 4 :  A ss ista n t d ire cto r of 
m ental health ch a rity  Mind  
1 9 7 8 :  C o n teste d  Ilford  
N orth b y -e le ctio n  a n d  in  
th e  19 7 9  general e lectio n. 
1 9 8 6 :  B e ca m e  dire cto r of 
th e  Joseph Row ntree ‘ 
Foundation’s  C o m m u n ity  
C a re  Program m e.
1 9 9 2 :  M P  for D u lw ich  and  
W e s t Norw ood.
1 9 9 7 :  M inister o f S ta te . 
D e p artm e n t of H e a lth . 
1 9 9 9 :  Secretary of State, 
C ulture M ed ia  and  Sp o rt
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ALAN WATKINS

Ms Bossyboots frees the television genie
Ever since television became part o flife , some 
tim e in  the lS)50s, the politicians have regarded 
it w ith  a m ixture o f adm iration and apprehen­
sion. Consequently th e ir disposition has been 
to regulate and discipline it, to  license and con­
tro l The press has, by comparison, got o fflightly.

True, the law  o f lib e l is th e  m ost stringent 
in  the w estern w o rld . T he S ecretary fo r T rade  
and Industry possesses pow ers -  now  being  
m odified  -  to in tervene in  m ergers and take­
overs w hich are exercised p o litic a lly , as John 
Biffen allowed R upert M urdoch to  acquire The 
Sunday Tim es. T h ey  are a disgrace to a soci­
ety  w hich calls its e lf free. B ut the Press C om ­
p la in ts C om m ission is m o re a producers' 
co-operative than a d iscip linary com m ittee. In  
general the papers are allow ed to  go m ore o r 
less th e ir ow n way. ,

T h is  was never so o f te lev is ion  o r even o f 
sound broadcasting. I t  was th e  sam e before the  
advent o f com m ercial te levision  in  1954. T he  
BBC was a public corporation  established by  
Royal Charter. Though independent o f the gov­
ernm ent, it  operated under s tric t ru les o f en­
gagem ent, some o f them  self-im posed. , 

M o st o f us thought that, i f  any governm ent 
>vas unlikely  to  re linqu ish  any pow ers w hich
it h e ld , it  w as th is one. M ost rem ote o f a ll was 
the possibility that it w ould give up any degree 
o f con tro l over the "m edia”, to  w h ich  M rT o n y  
B la ir and others ascribe supernatural-g ifts:-------

W e ll, w e w ere a ll w rong . T h e  D ra ft C om ­
m unications B ill shows we w ere . T h e  d raft B ill,
I  should perhaps explain, is m uch in  favour w ith  
the present adm inistration H istorically, the form  
orig inated  w ith  the reports o f the Law  Com ­
m ission, w hich often  appended d ra ft B ills, usu­
a lly  o f a technical nature, in co rp o ra tin g  its  
recom m endations. Inevitab ly , a d ra ft B ill takes 
longer to becom e an  A ct, fo r th a t is inheren t 
in  its  nature: there is m eant to  be a lo t o f  dis­
cussion, o f subm issions by in te res ted  parties  
and so fo rth . M in is te rs  expect th is  B ill to be­
com e law  b y the end o f2003, b u t th ey w ill be  
lu cky  i f  it is.

W h a t makes the w ho le s to ry  even  odder is 
th at the m inisters w ho are responsib le in  the  
Com m ons, M s Tessa Jow ell, the S ecretary fo r 
C u ltu re , M ed ia and S port, and M s  P atric ia  H e­
w itt, w ho is at T rade and Industry, are both  jus­
tifia b ly  regarded as the leading figures in  the  
Bossyboots tendency w hich is already strong  
in  th e  present governm ent. T h e y  specialise in  
addressing th e ir audiences as i f  th ey  w ere in ­
fants classes, w ith  M s H ew itt’s charges perhaps

more backward than Ms Joweirs.
M s Jowell's understrapper in  the Lords, 

Lady Blackstone -  another Tessa -  is also an­
other Bossyboots, though she m ay be teaching 
slightly m ore advanced classes. O nly D r K im  
H ow ells, M s Jowell’s Under-Secretary, gives the 
impression ofaddressing an adult audience, even 
i f  his occasional bursts o f C eltic  fervour m ake 
M r Rhodri M organ sound prosaic. And yet, here 
was M s Bossyboots herself te llin g  us:

"These changes are deregulatory. W e w ill de­
pend m ore on com petition and on com petition

lawu. O w nership regulations w ill disappear o r 
be reduced Self-regulation w ill be extended wher­
ever possible. Com plex schemes fo r licensing 
netw orks and access to them  w ill be scrapped 
and replaced w ith  a stream lined system."

Tru ly , the age o f m iracles is not passed after 
all. And so, Carlton and Granada w ill be allowed 
to  m erge. I  should, however, be reluctant to see 
M r M ichael Green and M r  Charles A llen  o f the 
respective com panies m ake a single extra  
petm y u n til they had paid First D ivis ion  foot­
b a ll th e  m oney they owe the clubs, instead o f 
sheltering behind the technicalities o f company 
la w  w hich a llow  the true owners fn rcrapp
consequences o f the TTV -d ig ital fiasco.

M s Jowell and M s H e w itt, who are jo in tly re­
sponsible fo r the m easure, are keeping the ru le  

"th ara n y  new spaper group w ith  m ore than 20  
p er cent o f the m arket w ill not be able to ow n  
a "significant" stake in IT V . M r M urdoch w ill, 
how ever, be able to  buy C hannel 5 i f  he w ants 
it  and its  predom inantly G erm an owners are 
prepared to  sell it  to h im . T h is  change im pelled  
The Guardian to  com m ent:

"T h e  consum er m ay w elcom e this sudden 
in fusion  o f quality, since C hannel 5 has low ­
ered  the standard o f B ritish  broadcasting. But 
few  others w ill.”

Unless the paper was indulging in  heavy irony 
at M r M urdoch ’s expense, so m uch fo r the  
consum er in  G uard ian-land l I  have m et M r  
M urdoch only once. It  was in  what Lord Beaver- 
brook used to  call, dbm issively but inaccurately, 
El V ino ’s pub lic house, just after he had taken  
over The News of the W orld. H e was surrounded 
by several figures from  the old order there, who  
tu rned  out to  be not long fo r this w orld , that 
o f newspapers, 1 m ean. W e exchanged c iv il 
greetings and w ent our separate ways, a happy 
condition  w hich  has persisted ever since. H e

has m ade no approaches to  me; n or have I  to  
h im . H e form s no part o f m y plans.
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T he false attribution o f base m otives is one 
o f the evils o f the age. W hen I  w rite  th at m y 
£320-odd a year fo r Sky television is m ore than  

. th ree tirhes better value than m y £112 fo r the  
BBC. it  is w hat I  th ink. Sky provides not only  
sport w hich the C orporation does not broad­
cast -  has long since ceased even trying to  broad­
cast -  b u t the BBC's o w n  in v a lu a b le  
parliam entary channel as w e ll.

It  also supplies a news service which, a t week­
ends and on bank holidays, has the great m e rit 
o f broadcasting a bu lletin  on  the hour, w h ile  
the BBC and IT V  are all over the p lace. A nd  
Sky News is o f high quality. S tories about miss­
ing teenagers or Siamese tw in s  are no m ore  
com m on there than they are on  the other chan­
nels. People who attack M r  M urdoch ’s news 
program m es on account o f th e ir supposed bias 
o r triv ia lity  have rarely i f  ever, in  m y exp eri­

ence. actually w atched them .
M r M u td o A ’s newspapers are different, as one 

w ould expect them  to be. T h e ir  present char­
acteristics are a broad though b y no means un­
critical support fo r the G overnm ent; a h ostility  
to our en try to the euro; and a fervent enthusi­
asm for M r George Bush and his policies o f death 
and d estructioa T h e  M r W orld ly  W isem en say 
there must have been some deah most likely that, 
in  exchange fo r M r  M urdoch’s new  freedom s. 
The Sun w ould  at least go easy on the euro.
■ A  vray out o f the d iffic u lty  w ould  be fo r M r  
Bush or one o f his m inions to  proclaim  -  m uch  
as J F Ketm edy urged H arold M acm illan  to jo in  
the Com m on M arket -  that o u r p artic ip ation  
in  the euro was absolutely essential to  the se­
curity o f the W est. Then  The Sun and The Times 
also could both  tu rn  about w ith  a clearer con­
science, i f  that sort o f th ing  w orries them .
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Murdoch, pie in the Sky and a 
bad case of non^onmmnication
CORE
VALUES
BYANDREWNEEL , ,•
B R IT A IN ’S m yopic m edia is so 

obsessed w ith  th e ir great bogey­
m an, R upert M urdoch, th at not 
o n ly  w ere its predictions about 
w hat w ould be in  last w e ^ s  com­

m unications b ill hopelessly w rong, it  has 
yet to appreciate the real significanoe ofw hat 
the b ill m eans fo r British b ro a ^ ^ ^ p g :. .

H aving assured us ili il iiiiiillw irM rT fiiill 
a m in d  to  s tu ff M urdoch  
cross-ovmership restrictions that 
n ia jo r newspapCT groupjs fiom  owning a ter- 
re s tiia l television licence, since T U ^ a y ’s 
publication o f the b ill -w h id i makes it  per­
fectly possible fo r any newspaper group to  
ow n C harm el 5 — th ey have been vw iting  
(w ith  m uch tu t-tu fting ) as if  it  is only a m at­
te r o f m onths before Murdoch gobbles it  up.

B u t th is pred iction  in  the ^ e rm a th  o f_________ __________________ ______________
~publlcaduii could be as mistaken as the ones and satellite  iights> giving S ky/C hannel 5 

th eyw ere m a k in g p tio rto it,fo ritin v o tv e s  a stronger n eg o tia tin g  hand  th an  o ther 
tw o  h eru ic  assumptions th a t nobody has British broadcasters. A nd  ̂  d ie  tim e Chain- 
m uch bothered to  question: firs t, th at the nt»l 5  viewers could be urged to upgrade to  
ex is tin g  ow ners o f C harm el 5 , G erm an  the m ulti-channel w onders o f BSlgrB.-

o f its n v  am bitions, it  is n o t about to  give 
up Channel 5 to accom m odate M u itioch . 
D ^ it e  the fevered speculation in  London’s 
m edia v illa g e , th e re  is no evidence th a t 
Chatm elS vv illbeup  for grabs fo r the forc- 

. seeable future. '
N or is Murdoch q u ite  as keen on acquir­

ing Channel 5 as m ost M uidoch-w atchers 
assume. H e  is certain tynot as convinced as 
his executives a tB S l^B . Its boss, Ib n y B a ll, 
likes the idea o f C hannel 5 b eiiig  a teties- 
tria l shop w indow  to  drive the suocessfiil 
satellite service into e v o i m ote than the 6m  
homes th a t already take i t  I t  w ou ld  be a 
natural tetrestrial showcase for S I^  News 
and Sky One’s m odest output o f o rig in al 
programming. Deals could be done fo r H o l­
lyw ood film s , A m erican  T V  shows and  
British sport w h id i covered both ten  estr ia l

doch’s nose b y  p o th e r  broadcasting  
enftep ieneur, O lw dfeftB Slln  £p^.fa 
M r E rgen alrea ' ^ ^
Am erican sate
n o t going dow n w l ^
com petition poUddans tin  O p h o l H a lL  I t  
cxmld be stynued. I f  i t  is, M uidcxh w ill enter 
the fta y  once again, this tu n e  determ ined  
n o tto b e u p s ^ e d tw io e . .

None o f this should be taken  to  h iggeA  
th a t M urdoch has no interest In  C harm d 5 
- ju s t  th a t h e  has b igger fish  to  fry  and, 
u nlike his B ritish critics, docs not stay up  
a t n ight fie ttin g  over vd ielher he should go 
fo r i t  'IherB  is another fector to  be taken  
in to  account: the best days o f terrestrial 
netw orks could be ovd*. .

M u id o d i is an assiduous ratings watcher. 
So itw ill not have escaped his am-ption that

m ed ia  group B ertelsm ann, ate o f a  m ind  
to  sell it; second, th a t M urdoch w ants to  
buy i t  N e ith er is necessarily true.

A ll the signs have been that Bertelsmann, 
w h ich o w n s65% o fC h an n e l5  (v ia itsp an - 
Eiuopean b ro ad cast^  K TL), w ould  lite  to  
increase its  sm te to  100% . llu e , it has also 
had  an  eye bn acquiring n y  a  fa r bigger 
prize w ifo  fo u r tim es the audience o f C h a ­
n e l S ; d ie re  have even been exp lo ratory  
takeo vd ' ta lks  w ith  C arlton. I f  it  ever d id  
end u p  o w n ing  th e  H V  n etw o rk  it m ight 
have to  g ive up C hannels . B u tit if.fa j fo m  
a foregone conclusion th at H V  w ill end up  
in  Germ an hands n ow  tiia t the governm ent 
has deckled to  sweep aw ay a ll foreign ow n- 
ershiptestrictions on  B ritish m edia.

B eitelsm anh could find  itse lf com peting 
fo r n V  w ith  Am erican m edia giants such 
as A O L H m e  \fe m e r, Disney o r Viacom  -  
as w e ll as w ith  France’s V ivend i -  a ll w ith  
podcets a t least as deep as the Germans and 
perhaps a  b e tte r understand ing  o f w h a t 
British viewers w an t. Given the uncertainty

M uidoch  understands a ll this. H e  also 
knows th a t B all and h is Sky team  w ou ld  
m ake Channel 5 , a  lacklustre, m inor a ffo ir 
in  the grand schem eof broadcasting, a  fa r 
more popular and enervating charmel than  
it  is. But unlike most o f M u id o d i’s parochial 
British critics, he operates on a global scale 
and sees a ll oppottunities in  aw o rld w id e  
context. Look through that prism  and you  
w ill im derstand w h y  C hannel 5  is s ra d l 
beer and hard ly a M urdoch priority.

T h e  fu tu re  o f p ay -T V  in  G erm an y  
rem ains to  be determ ined  in  the w ake o f 
Kirch’s bankruptcy. M urdoch  is s ta lk ing  
Prem iere -  the G erm an Sky -■ from  a dis­
tance. There is s till a  decent chance it  w ill 
fa ll his w ay, dem anding capital th at he w ill 
not w a n t to  tie  up b y  sinking itin to  Chan­
n e l 5  -  b u t p ro m is in g  fu tu re  re tu rn s  
beyond anything d ie  B riu in ’s w cakc^  net­
w o rk  could ever d d iv e r.

Then  th ere  b  th e  ongoing saga o f 
D irectTV  in  A r n ic a . T h b  A m ^ c a n  ver­
sion o f Sky was s n a t^ e d  horn under M u r-

on som e n ig h ts in  A m erica, especially  
am ong the te y  18 -34  age demographic, a 
few  US cable channeb now  a ttra a  bigger 
audiences^dm tdietraditiorialArnericaanet- ^  
w otks,atiendihatcanontyincTease.Britain T  
b  fast heading to Am erican leveb o f m u lti­
channel penetration. I f  th at leads to fiitu re  -Cr 
big  declines in  the British networks' audi­
ence share then ithard ly makes sense to  pay ^  
an  arm  and leg  for Channel 5 —and aoquir-' ^  
ingC haim el 5  could be expensive. -  

N o w  d ia t Am erican as w e ll as European ^  
global m edia giants can go fo r it, suitors Q  
o o u ld b id u p a C h a n n e l5 ^ e to o v e r£ lln ; ^  
a t th a t price M utdoch b  likely to  conclude 
th at he w ould  get a  much better return  on 
capital by buying a  profitable Iq o l station  
ih  the likes o f M Sw aiikee (th e  recent fug-. ■ 
th er deregulation o f A m erican lW  means •
he can now buy almost as m any as he likes). 
andw allyiy(gyh;cjm C harm e|i5-./

B ritish pundits w ere so obsessed w ith  
w h e th e r M urdoch had been stu ffed  o r 
rew arded b y  the governm ent that th ey  
tnbsed the real, d r^ a tic  story in  the com­
m unications b ill: a t its cone w as a massive 
m in b te ria l vo te o f no confidence in Carl­
ton  and G ranada, the British companies 
th a t dom inate the H V  netw ork. A fter th e ^

■sio
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n V  D ig ita l debacle and the continued  
decline o f th e  IT V  netw ork, the govem - 
.ment has effectively announced it  has lost 
confident^ in  the C arlton /G ranada m an­
agem ent and  is h a p p y  to  fa c ilita te  an  
Am erican, A ustralian , Canadian or Euro­
pean takeover. .

The goyem m enthascondud^diatjust 
about a n jix id y  o ther than  the present lo t 
w ould be better tutiruttg n v . It  has doow n  
open th e  doors to  fo re ig n  ow nership  
b^usern in isteishavefinaS yiealbedd iat;

The Business 
12 May 2002 

Page 20

though France has Vivendi, Germ any Ber- 
telsm aim , Japan Sony and Am erica has 
global m e ^  giants too numerous to m o ­
tion, B ritain, despite the inestim able asset 
o f the English language, caim ot boast a 
single global m edia p layer T hat is the real 
measure o f the fa ilu re  o f those w ho run  
British com m eidal broadcasting.

M inisters have been p riv a te ^  encour­
aged to  reach these conclusions by M u r­
doch, BSkyB and th e ir assiduous and  
inSuendal lo b b y is t, even though U d o s

not benefit them  directly. The p a rt o f cul­
ture secretary Tfcssa Jo w ell’s sta tem en t 
w hich  sw ept aw a y  fo re ig n  o w nersh ip  
restrictions alm ost sounded as i f  it  had  
been drafted  b y  the M urdoch m en (per­
haps it  w as!). I t  is certainly v h a t A e y  have 
bem  telling the goverrunent; behind dosed  
doors, 6om  d ie  prim e m inister dow n. The  
governm ent has dedded it  agrees. T h a t 
w as th e  real m edia story last w e ^  P ity  
the pundits w ere too busy indulging th e ir 
M uidoch paranoia to  notice.
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Su n d a y  
R o a s t

B ill s surprise leaves red faces at the Pink Un
T h e  govem m eirfs surprise 

sweeping a w ^  o f f b ie ^  
ownership restrictions in  its 
d raft Comm unications B fll 
c a u ^ t out F leet Sfteetfs dozy 

m edia correspondents, b ut it  w as the  
norm ally reliable K nandal H m es w hich  
ended up w ith  the most egg on its face. 
“M ed ia laws set to blockM urdoch’’, w as  
the F T s  page-one lead on 2 9  A p ril, in  
w hich  its political correspondent (a  
fo rm er m edia correspondent) co irfidently  
reported th a t“Rupert Murdoch is to be  
baned from expanding into free-m-air
television stations... [Murdoch’s] News 
Corp w ill s till be prevented fto m  buying  
m ote than 20 %  o f Charmel 5 ”.

T h e  FT  was so sure o f its scoop th a t it- -  
recycled it over several days. So there  
m ust have been ted feces a t th e  P in k  T in  
w hen publication o f the b ill o n  Tuesday

revealed th a t a ll restrictions on M urdoch  
ow ning Channel 5  w ere to go.

• Predictably th e  G uardian m ade the  
sam e m istake. R illo w in g  a w eek la te r in  
th e  FT ’S w ake, under th e  headline  
"Tdedia B ill w ill block M urdoch  
am bition”, its m edia correspondent (o r 
should it  be m edia gossip?). M a tt W ells, 
reported w ith  relish th a t Murdoch was 
about to b e  “d iw arted ". Grandly, W ells 
w rote: “T h e  G uanlian has learned th a t 
m inisters have resisted intense lobbying  
and decided to  retain  th e  [cross- 
pwmcrsh ip ]t c3t rictien3.” Oopspagain;—  

N o one is surprised d ia tth eM u td o ch - 
obsessed G uardian g ot i t  wrong; its 
coverage is usually m ote inspired by  
w rih fu ltR m lan g th ari b y  facts. B ut w e  
do expect better o f th e  Bible o f the City. 
Perhaps it  should avoid its own  
G uardian-st^e w ishfu l-th ink in  hrtirre.
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Rule book for R upert
Jamie Doward
on the radical 
plan in the 
Communications 
Bill for keeping 
one step ahead 
of predators
IT  IS  2007 and  L a ch lan  M urdoch ’s 
B S kyB  ovras C h an n el 5, C a rlto n  Com ­
m u n ic a tio n s . S co ttish  M ed ia G roup  
(ow ner o f V i r ^  R ad io ) and T a lkS p o rt, 
th e  ra d io  sta tio n  n m  byhis fa th e r’s fo r­
m er co h ort, K e lv in  M acK enzie.

Im plausible? A bso lu te ly . Im possible?  
N o . L as t w eek’s d ra ft C om m unications  
B ill w as even m ore o f a  seism ic s h ift in

chang ing  so q u ic k ly  th a t soon a ll ow n­
ersh ip  ru le s  co u ld  becom e obsolete. A  
fu tu re  g o vern m en t co u ld  je ttis o n  th e  
re m a in in g  ru le s  on cross-m edia ow ner­
sh ip  a lto g e th e r -  w ith o u t th e  need to  
in troduce p rim a ry  leg is la tion  -  and sim ­
p ly  leave th e  secto r to  th e  co m p etitio n  
au th o rities , lik e  an y o th er.

"This is an  extrem ely im p o rtan t devel-

ru les  should be dropped, ’The G o v ern ­
m e n t could  im p lem ent th e  p la n  u s in g  
secondary leg is la tion  r  w ith o u t h a v in g  
to p u t a  B ill before P arliam en t, 

i t ’s a great boon for th e  m ed ia . B u t it  
is  controversial. People get v e ry  excited  
about the prospect o f som ething as con­
tentious as th is being done th ro u g h  sec- 
ondarv leg is lation .’ T o llev said .

the m edia landscape than  m any have ye t 
re a lised . W h ile  th e  B ill has a ttra c te d  
a tte n tio n  fo r p roposing  th a t th e  ru les  

-b an n in gM u rd och  fro m  ow ning C haim el 
5 be r e l ie d  and fo reign  Srm s be allow ed  
to buy U K  television  com panies, i t  is  the  
sm all p r in t th a t is  re a lly  in teresting .

’Tucked aw ay in  th e  B ill w as th e  pro ­
posal th a t th e  new  m edia supra regu la­
to r, O fco m , should  ’re v iew  a ll m ed ia  
ow nersh ip  ru les no less frequ en tly  th an  
every th re e  years’. T h is  ra d ic a l p la n  
recognises th a t th e  m edia secto r is

opm ent. T h e  G o vern m en t is  saying; " If  Such a m ove w ould do m u ch  to  de- 
yo u  try  to  fix  in  stone m edia ow nersh ip  p o litic is e  m edia re g u la tio n  -  a llo w in g  
yo u  end up  lo o k in g  s tu p id ”. So i t ’s the G overnm ent to d istance its e lf fro m  
p u ttin g  in  p lace m echanism sso th en d e s -ch a rg es  th a t i t  had engaged in  F au s tian  
can be re la x e d ,’ said  B en  T o lle y , v ice pacts w ith  M urdoch. A n a ly s ts  d ra w  
p res id en t o f Lon g  A c re , th e  m edia- com parisons w ith  the w ay th e  G o vem - 
focused corporate  (inance ad viser. . m ent granted control o f in te re s t rates to

In  a few  years’ tim e O fcom  cou ld  be in  the B ank o f England’s M o n e ta ry  P o lic y  
a  p o s itio n  to  recom m end th a t, as new  C om m ittee.
techno log ies such  as b ro ad band  o r 3G  
phone services h ave tak en  o ff, c rea tin g  
unprecedented co m p etition  an d  v iew er 
cho ice, re m a in in g  m edia ow nersh ip

’A  lo t o f th e  com petition issues in  th e  
m edia sector have seem ed to  be based  
around  a p a rtic u la r govern m en t’s con­
cerns about new spaper p ro prie to rs  an d

the fro n t page o f th e  
Sun. N o w  w e h ave  
an o p p o rtu n ity  fo r  
ra tio n a l re g u la ­
tio n ,' s a id  C h ris  
B rig h t, a co m p eti­
tio n  e x p e rt w ith  
law  firm  S hearm an  
&  S terlin g .
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^  F o r now , though, M urdoch has to be 
co n ten t pondering the potential acquisi­
tio n  o f Channel 5. BSkyB ch ief executive 
T o n y  B a ll has in  th e  past expressed an 
in te re s t in  the ch an n el, w hich is 65 p er 
ce n t ow ned by broadcaster R T L , a sub­
s id ia ry  o f G erm an m edia g ian t Bertels­
m a n n . A nd M u rd o ch ’s in teres ts in  US 
operators Fox and C h ris-G raft show the  
m ogul is interested  in  acqu iring  free-to- 
a ir  te lev is ion  stations.

JP  M organ’s m edia team  suggests the 
a c q u is itip n o f C hannel 5 w ould be posi­
tiv e  fo r BSkyB as it  w ould ’confer syner­
g ies, cross-prom otion o f products and  
schedules and jo in t se llin g  o f advertis­
in g . I t  w ou ld  also enab le to BSkyB to  
m a rk e t to  a ll U K  households.’ S ig n ifi­
c a n tly , the team  believes BSkyB w ould  
n o t be content w ith  \is in g  C hannel 5 sim­
p ly  to  prom ote its  s a te llite  services. ’I t  
w o u ld  be an  aggressive m ove to  double 
o r tr ip le  C h an n el 5 ’s 6 p er cent m arket 
share b y  com peting head on w ith  IT V .’

A n a lys ts  v a lu e  C h an n el 5 a t around  
£600 m illio n . B u t w ith  a  b id  p rem iu m , 
M u rd o c h  m ig h t end up p ayin g  m ore 
th a n  £1 b illio n . W h e th e r th is  w ould  be 
acceptable rem ains to  be seen and B all is 
a t pains n o t to  ̂ m  too enthusiastic. 'H e  
h a s n 't poured a b u ck e t o f w ater over the  
idea, m ore a sm all glass,’ said one person

fa m ilia r w ith  h is  th in k in g .
W hether M urdoch could bag C hannel 

5 is an o th e r m a tte r. T h e re  are doubts 
over w hether R T L  (and U n ited  Business 
M edia, w h ich  owns 35 p er cent o f C han­
nel 5) w an ts  to  se ll. M urdoch m ay  
instead s trik e  a  content-supply deal w ith  
th e  co n so rtiu m  th a t has em erged as a  
fro n tru n n e r to  take o ver defunct IT V  
D ig ita l’s m u ltip le x  as a m eans of broad­
en in g  B S kyB ’s reach. Its  m em bers a re  
unknow n.

In  a d d itio n , US p red ato rs -  n o ta b ly  
A O L  T im e  W a rn e r and  D isn ey -  co u ld  
also be interested  in  C hannel 5. But th e ir 
problem  is th a t investors are  u n like ly  to  
accept paper deals, so th e y  need to fin d  
cash. T h is  w ill n o t be easy , as few  U S  
m edia com panies w ill have m uch cash in  
the bank fo r m any quarters to  come.

Som e suggest the ‘Y anks are com ing’ 
le itm o tif m a y  have been o verstated . 
‘W hy w ou ld  a  U S  m edia com pany w a n t 
to b u y  in to  th e  UK? T h e y  are lo o k in g  
outside th e  US fo r g row th  b u t there a re  
o th e r m a rk e ts  w ith  b e tte r p o te n tia l,’ 
said S im on M ays-Sm ith, an alyst w ith  JP  
M o rg an . In s te a d  in te re s t is  lik e ly  to  
com e fro m  a  less obvious q u arter. '1 
th in k  y o u 'll see in te re s t from  p riv a te  
e q u ity  firm s  s ittin g  on b illio n s  o f im in - 
vested cash. L icensed m ed ia  operators

are e x tre m e ly  a ttra c tiv e  assets. Y o u ’re  
lik e ly  to  see as m any p riv a te  eq u ity  buy­
outs as strateg ic  d eals ,’ T o lley  said.

T h e  one s tra te g ic  deal th a t is  now  
taken  as a  g iven  is th ^  m erger betw een  
C a rlto n  an d  G ran ad a . T h e  shares have  
soared in  recent d ays as th e  m a rk et 
prices in  a un ion  o f th e  tw o once ow ner­
ship ru les are  re laxed . .

B u t th e  m erger is  u n lik e ly  to  be the  
panacea m any p red ict. "The bigger ques­
tion  is  w h a t happens n e x t,’ sa id  M ays- 
S m ith . ‘O K , you h a v e  a  s in g le  IT V , but 
IT V  is h av in g  a  tough tim e . In  th e  longer 
term  it  faces som e serious stra teg ic  
issues.’ T he two, com panies need to fiiid  
new areas o f grow th . T here  has been ta lk  
-  denied by G ranada -  th a t th e  com pany 
is considering  an e q u ity  swap w ith  T rin ­
ity  M irro r w h ich  w ou ld  see th e  tw o  form  
various cross-m arketing  jo in t ventures.

A  m ore lik e ly  prospect is a m ove into  
rad io  n ow  th a t la w s  g o vern in g  rad io  
ownership are set to  be relaxed. M ost bet 
on G ranada tak in g  o u t C hrysalis, w hich  
owns a  book p u b lis h in g  a rm  and  a  tele­
v is ion  p ro d u ctio n  com pany. A  g ia n t 
game o f m usical c h a irs  is  about to  s ta rt. 
For the firs t tim e in  m onths, investm ent 
bankers a re  sm iling .
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BSkyB faces satellite tax
New levy would hit Murdoch profits •  Ofcom powers might scupper Channel 5 deal
by Jamie Dovrard
Deputy Business Editor______
R U PER T M urdoch is on a col­
lis io n  course w ith  L a b o u r 
over G overnm ent p lans to  h it  
s a te llite  operators w ith -a  ta x  
on th e  use o f b roadcast spec-, 
tru m .

T h e  p lan  -  concealed in  th e  
sm all p rin t o f las t w eek’s d ra ft 
C om m unications B ill -  is  a  
p o litic a l tim ebom b. B S kyB , 
w hich is a lread y loss-m aking, 
yesterday reacted  a n g rily  to  
th e  prospect. ’A n y  proposal 
w ould  u n fa ir ly  d is c rim in a te  
against over 30 s a te llite  oper­
ators,’ said one BSkyB source.

Legal experts say th e  m ove  
w ould p u t th e  G overm nent in  
co n flic t w ith  Brussels, w h ich  
w ou ld  be ag ain st E U  mem^ 
bers adopting u n ila te ra l posi­
tions on spectrum  a llo c a tio n .

O fcom  pow ers to ra d ic a lly  
a lte r broadcasters' licences if  
th ey  a re  taken  over.

T h e  d ra ft b ill proposes to  
^ v e  O fcoin. th e  rig h t to  
change th e  term s o f a broad­
caster’s licence should i t  fa ll 
to  a  p red a to r. The re g u la to r 
w ou ld  be ab le to  ru le  th a t a 
hew  o w n er o f a U K  m edia  
firm  m u s t accept  num erous  
changes to  licence obligations 
-  inciudm g m creasm g thesta- 
tio n ’s p ro p o rtio n  o f U K  con­
ten t, o r its  use o f independent 
p roduction  com panies.

Such a  m ove is designed to  
d e fle c t fears th a t fo reign  
m ed ia  com panies -  n o tab ly  
U S  A rm s such as M urdoch ’s 
N ew s C orp  o r D isney -  could  
ta k e  o v e r a U K  te lev is io n  
com pany o r radio  station  and  
dram aticaR y a lte r its  co n ten t

T hese sweepingpowetssug-

powers w iU  cause tension and  
th ey w ill have to be used ju d i­
ciously. B u t the idea th a t an y  
com pany w iU  be ab le to  rid e  
rovighshod over a  U K  b road ­
caster is w ide o f the m ark,’ said 
an inform ed source.

A  g rea tly  em pow ered • 
O fcom  w ould  oversee a C on­
te n t B oard  w hich  w o u ld  be 
given  a  ra ff o f pow ers to  p ro ­
m ote and protect content. T h e  
new  regu lato r w o u ld , be 
charged w ith  to u g hen in g  up  
im p a rtia lity  requirem ents fo r 
radio stations, operating w h at 
is  b eing  described as a 'd ip ­
stick test’ in  w hich its  ofBcials 
w ould  roam  the co u n try  ra n ­
d om ly  tu n in g  in to  s ta tio n s  
an d  ta k in g  ac tio n  ag a in s t 
those i t  thought w ere fa ilin g .
. I t  is  lik e ly  th a t th e  h ead  o f 
th e  Ind ep en d en t T e le v is io n  
C om m ission. R a tric ia  H o d gr

R ad io  C om panies A ssocia­
tio n , is fa v o u rite  to  becom e  
O fcom  ch a irm an . R ic h a rd  
H ooper, head  o f th e  R ad io  
A u th o rity , has em erged as a 
p rim e  cand idate to  becom e  
O fcom  ch ief executive .

W hoever takes ch arge  
faces a bum py rjd e . ’The b ill 
w o u ld  g ive O fcom  th e  p ow er 
to  determ ine how  spectrum  is 
allocated . ’The T re a s u ry  is  
now  considering an ind ep en ­
dent review  o f broadcast spec­
tru m  by P ro fessor M a rtin  
C ave. H e recom m ends charg ­
in g  operators such as  A s tra , 
th e  com pany w h ic h  b u ild s  
an d  m ain tain s B S kyB ’s sa te l­
lite s . The b ill co m m its  th e  
G overnm en t to  ‘co n s id er 
c a re fu lly  w h a t th e  re v ie w  
says on th is  issue an d  th e  
com m ents i t  receives o n  th e  
re v ie w ’. A  decis ion  is  ex-

In  a m ove w h ich  w o u ld  
h am p er a n y  S ky  p la n  to  b u y  
C h an n el 5 , th e  G o vern m en t 
also in tend s to  g ive re g u la to r

gest deregu lation  v n ll not be 
th e  free-fo r-a ll some have pre­
dicted. ‘O f course, Ofcom’snew

son, w ill head th e  C o n te n t 
B o ^ ,  w h ile  L ord  E a tw e ll,- 
ch a irm an  o f the C o m m erc ia l

pected in  the au tu m n .
Rulebook for Rupert, page 7
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M u rd o c h  fa c e s  
s a te llite  d is h  ta x  
M o ve  to  e n d

S k y 's  ^ u n fa ir 

T V a d v a n ta g e ’
By Simon Ruendy
THE Government is threatening to slap  
a huge ‘satellite, dish tax* on Rupert 
Murdoch’s BSkyB. .

T h e  ra d ic a l p la n  w o u ld  ch arg e u n licen sed  
T V  com panies such as  S k y  fo r access to  th e  
a irw a v e s  used to  b eam  program m es in to  m il­
lio n s  o f hom es. . ■ ■ ■
•' Its  o u tlin e  is  b u iie d  in  th e  d ra ft C om m uni­
cations B ill p ub lished  la s t w eek. ' '

T h e  s iz e  o f  th e  p o te n tia l le v y  on S k y , 
4 0  p e r cen t owned b y  M u rd o ch ’s N ew s C orpo­
ra tio n , is  unclear. B u t analysts  speculate th a t 
T b n y  B la ir  could use th e  th re a t o f a  ‘dish ta x ’

From  Page 1
gam e w as fa r  fro m  c lear.

, T h e  b ill Is  c le a rly  ta lk in g  
about a  ta x  b y  an y o th e r 
nam e, b u t th e  G overnm ent 
is  not saying bow  m uch  o r  
w ho d io u ld  set the le v e l,’  
one a n a ^  said.

The id e a  chargh ig  
sa te llite  firm s  such as S ky  
w as f irs t  m ooted In  a  h ig h ly  
techn ica l re p o rt fo r  th e  
G overnm ent b y  P ro fesso r 
M iartln  C ave o f W arw ick

U fcom , th e  in au s tty  
w atchd(%  y e t to  be created , 
should se t the leve l o f any  
new  spectrum  fee .

W hen Q iltu re  S ecretary  
Tbssa Jow ett announced the  
Com m unications B ill las t 
w eel^ she said th at the  
G overnm ent broadly  
supported C aveh find ings.

B u t a  D epartm en t o f Ihade  
a n d ln d u s tiy  source said the  
f(» m a l response to h is ' 
rep o rt w as  s till two m onths

to  ^ u e e z e  concessions fro m  M urdoch , o w n er 
o f T h e  Sun, N ew s o f th e  W o rld , T h e  H m e s  an d  
T h e  Sunday T iin es. A n y  le v y  could be m ade o n  
users  o f te e  .Sky s e rv ic e , o r im posed on th e  
bO Sipauy its e lf: .'

T h e  d r a ft  B il l  w a s  in it ia lly  seen  as fa v ­
o u ra b le  to  M u rd o c h  because i t  w ou ld  a llo w  
h im  to  expand  h is T V  e m p ire  b y  b idd ing  fo r  
C hannel 5 , though n o t IT V  com panies C a rlto n  
o r  G ran ad a . B u t th e  B iU  c le a rly  states th a t  
S k y , ra th e r  th an  te r r e s t r ia l b ro a d c a s te rs , 
should b e a r th e  b ru n t o f a n y  n ew  charges fo r  
.■MHmIled spectrum  access.

A t  th e  m o m en t, o n ly  u sers  o f  te r r e s tr ia l 
ra d io  frequencies h a v e  to  p ay  fo r  access to  th e  
a irw a v e s . .S a te llite  b ro ad ca sters  -  o f  w h ic h  
M u rd o c h ’s com pany is  th e  o n ly  one s e rv in g  

U K  m a rk e t-p a y s  n o th ing .
T h e  B ill says: T h e re  is  c u rre n tly  no m echa­

n is m  to  charge fo r th e  use o f th e  spectrum  (b y  
s a te llite  o p e ra to rs )... M o reo ve r, itp la c e s  te r ­
restria l,o jp erato rs , w ho  p a y  licen ce fees , a t a  
co m p etitive  d isadvantage.

A ccess fees ‘w ou ld  b e  su b ject to  th e  ex is tin g  
.spectrum  p ric in g  re g im e ,* th e  re p o rt con tin ­
u es. r r v  com panies a lre a d y  p ay th e  G overn ­
m e n t E360 m illio n  a  y e a r fo r  th e  rig h t to  use  
th e  a irw aves .

Tb  ra is e  a s im ila r am o u n t fro m  S ky w ou ld  
co st M urdoch  -  or h is  custom ers -  th e  eq u iva­
le n t o f E60 fo r e v e ry  s a te llite  T V  household.

M e d ia  exp erts  said  th e  G overnm ent's en d -

Business School, published  
in  M arch .

H is  re p o rt w as m a in ly  
c o n c e rn ^  w ith  a llow ing —  
m obile operators to  tra d e  
tb e lr SDMdrum so th a t I t  
could be used m ore  
e ffic ie n tly .

B u t C ave also considered  
o ther potendal uses fo r  the

T V  signals tb  
m illio n  subscribers In  th e

U K . T h e  com pany ta k e s  an  
average o f a  y e a r fro m
e a c h tftb e n L  

Cave cam e up w ith  no  
' conclusions about w h a f 
reg im e should be im posed  
on S ky. H e  sa id :‘M y  re m it 
was to  co ver in te rfe re n c e  

. w ith  o th e r oser&  w h ich  Is  
not an  issue fo r  Sky. and  
o pportun ity c o s t- tn a tb , 
c ^ d  th e  spectrum  i t  uses 
be p u t to  another, p ossibly  
betteTĵ ?*

B u t C ave d id  reem m nend  
th a t the d lrec to ^ g en era l o f

o r m ore aw ay.
The D T I dw U ned to  ̂  

how m an y tim es M tn lstera  
1yd m et B SkvB  to dlscnss 
th e  Im plications o f th e  b llL

Sky o ld  respond to  Caveh  
re p o rt b u t its  re p ly  has been  
kept secret a t th e ' 
broadcaster*a req u est 
A stonishingly, S l^  rep lied  
b e fw e  C ave bad fo rm a lly  
subm itted his repo rt, 
according to  a  source close 
to  the G overnm en t .

S ky p u b lic ly  dism issed the 
idea (u  a  d M i ta x  and has 
alread y s tarted  w o rk  on its  
attack . A  spokesman said: T t 
Is  not as i f  the spectnun w e  
are  using is a  scarce 
resource and w e don’t  cause 
in te rferen ce .

T h e re  Is  no reason to  
charge us. And i f  the  
G oveim nent w anted to

would re q u ire  an en tire  
nCw bureaucracy.’
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THE YANKS ARE COMING
...but not yet

The government wants to open up 
media ownership. But foreign 
buyers will take some time to 
arrive, writes Paul Durman

Tihe day Britain's media 
playing 'field tilted 
towards Americâ  Cindy 

' Rose was waiting impa­
tiently in her office. Rose, who 

‘ heads Walt Disney International 
. in Britain and Ireland, was anx­

ious lo hear how the govern­
ment proposed to liberalise 
media-ownership rules — and 
Tessa Jowell, the responsible 
secretary of state, was due to 

' address the House of Commons.
‘T was at my dest drumnung 

my fingers, waiting for the 
announcement,” Rose recalls.

The draft communications 
bill was worth waiting for. As

---- expected, the bill, published
last Tuesday, paves the way for 
the inevitable merger of the 
rrV companies, Carlton and 

( Granada, wd tor similar console 
idation in the radio industry.

Even more interesting, the 
proposed legislation clears 
away many of the barriers that 
block cross-media ownership 
— making it possible for news­

, paper groups to move into tele­
vision by. for example, acquir­
ing Channel 5. It will also 
throw open the door to foreign 
media groups, allowing them to 
buy the ITV companies and 
take over leading radio groups 
such as Capital Radio.

This is great news for Dis­
ney, and for its rivals, AOL 
Time Warner and Viacom, 
which are keen to rtriuce reli­
ance on their domestic market.

Rose is brimming witit enthu­
siasm. ‘This is a stunning devel­
opment for Britain.” she says. 
“It opens up all sorts of opportu­
nities. I don't think anyone 
expected the government to go 
as far as it did.

“The government took some 
[ visionary steps, Wc warmly wel 
1 come it and we- con ' 
lthem.”̂ She adasT~‘‘Like smart 
businKS people everywhere, we 
are assessing the opportunities. 
This is a case of stay tuned.” 

Oil the stock market, media 
share prices climbed higher as 
investors anticipated a wave of 
deal-making. Idling investment 
bankers, with merger-and- 
acquisition activity becalmed, 
could take heart from the pros­
pect of earning fees once again. 
Quite simply, says Loma Til- 
bian, media analyst at Numis Sec­
urities, “everyone’s a winner”.

dits sugeested last week.
David Elstcin. the- former 

head of Channel 5, is among 
those sceptical that foreign 
firms arc desperate to enter the British market. “Lifting for­
eign-ownership restrictions 
gives people more buyers, but 
whether American companies 
have the scope and appetite for 
British media assets remains to be seen," says Elstein. After all, 
nV is suffering its worst 
decline in audience share and 
advertising revenues.Clear Channel, the American 
radio and outdoor-advertising 
group, is an obvious buyer. But

Not everybody was so enthu­
siastic. The Guardian, the trade 
journal for London media folk, 
was dismayed at the alleged 
capitulation to Rupert Mur-. 
doch, chairman of News Corpo­
ration. the ultimate owner of 
The Sunday Times. "Murdoch 
must have done a deal,” 
claimed one article. “New 
Labour rolls over for Rupert,” 
said a scowling editorial.

To The Guardian, the princi­
pal consequence of the propos­
als will be allowing News Cor­
poration to acquire Chaimel S. 
Yet Channel 5 is 65% pwned by 
RTL. the television-production 
comp .̂̂  cgmgolled
by Bertclsmapî ,7̂ c.’tjerman 
media"gî oup. AnoMrtelsmann 
is expected to be a buyer, rather 
than a seller, in the deal-making 
to come, having said it wants to 
increase its share of Britain’s 
free-to-air television market.

This is just one indication 
that much of the early specula­
tion is just that. Some experts 
believe that consolidation will 
occur more gradually than pun-

feoger Parry, the London-based 
chief executive of Clear Chan­
nel International, is cautious. 
After dismal advertising reve­
nues last yeamnaiiy-of̂ Brit— 
ain’s quot̂  media companies 
look expensive.

“Frankly, the prices are 
pretty fancy,” he says. “If the 
bill became law tomorrow, I 
don’t think we'd be buying a 
radio group because the prices 
are too high.”

Parry also believes many 
leading American companiw 
are too preoccupied with their 
own problems to be ready for 
overseas-adventures. _He says: ‘Today most Ameri­
can mcdhF’̂ '&mpdniê  -ate 
focused on America. ’ThcyHe- 
still getting over the dotcom col­
lapse. They’re still getting over 
September 11. They’re still get­
ting over the huge asset write­
downs that most of them are 
having to make. Nothing is 
going to happen next week.”

better timed. Many media com­
panies are struggling to recover 
from the worst advertising 
recession in decades. And the 
ITV Distal debacle has under­
lined the dangers of trying to 
compronuse between commer­
cial and government priorities.

The government appears to 
have learnt from the 1996 
Broadcasting Act, which was 
widely criticbed as illogical 
and restrictive. It has also recog- 
tused the lukewarm response to 
its timid white paper of Decem­
ber 2000 and has thrown open 
Britain's media indusby to the 
realities of the free market.

Ben ‘Tolley of LongAcre Part­
ners, the corporate-finance bou­
tique for the media, says: "The 
dr  ̂conununications bill repre­
sents the most liberal, deregula- 
toiy set of rules for media own­
ership ever proposed by a UK 
govemmenL The dramatic 
scope of the reforms was 
wirfely unexpected.”

In a sector-by-sector analysis 
of the impact, he says: “The UK 
tenestial brô casters—princi­
pally Granada. Carlton. SMG 
and Channel 5 — will now be 
potential acquisition targets for 
overseas (particularly US) pred­
ators. The ability for the likes of 
AOL Time Warner, Viacom, 
Disney and News Corporation 
to play in the UK market can be 
expected at the very least to has­
ten decision-making by Euro­
pean groups such as Bertels­
mann and Vivendi Universal.” 

He adds: “UK radio operators 
are now potential targets for a 
very wide range of larger rhedia 
operators.”THE SH(9T in the arm pro­

vided by the communications 
bill could scarcely have been
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' ^  If passed into law, the bill 
would even allow advertising 
agencies such as WPP and 
Omnicom to own broadcasters.

Some of Britain’s best- 
known media br̂ ds are set to 
disappear. It is only a matter of 
time before Granada buys Carl­
ton, despite the bickering 
between the two firms over the 
rrV Digital disaster. However, 
many analysts sec this merger 
as a precursor to a foreign take­
over, possibly by Bertelsmamrt.

The commercial television 
company will also appeal to 
Viacom, which owns Para­
mount Piemres and MTV as 
well as CBS, the largest Ameri­
can television network. Some 
pundits believe there is a 50% 
chance that a combined Gra­
nada and Carlton group will end 

up with an American owner.
Capital Radio, Britain’s big­

gest commercial radio com­
pany, is also expected to lose its 
independence. It already has a 
joint venture with Disney, a 
children’s station called Capital 
Disney. With its dominant posi­
tion in the key London m̂ ket. 
Capital could present an attrac­
tive strategic acquisition.

Trinity Mirror, which owns 
die Daily'Mirror and numerous 
local newspapers, is seen as a 
target for Gannett, the Ameri­can newspaper, group.

SMG, the Scottish media 
firm that owns the Scottish and Grampian television stations. 
Virgin Radio and Herald news­
paper group, will also attract 
American suitors. Andrew Flan­
agan, SMG’s chief executive, 
says the company could be a 
“bridgehead into Britain” for

one of the American giants.
He adds; “We are the perfect 

media company to look at. We 
have all the bits in place.” 

GWR, the radio group that 
owns Classic FM, is expected 
to fall to Daily Mail & General 
Trust (DMGT), which already 
owns almost 30%. Parry says: 
“It’s pretty obvious that the 
good viscount (Viscount 
Rothermere, DMGT chairman! 
will buy it at some point. It’s a 
pretty logical acquisition.”

The bill-will allow a single 
company to own all three 
national commercial radio 
licences, abolishing the ban on 
one firm owning more than 
15% of national audience share.

Clear Channel’s Parry is 
among those who believe radio 
will consolidate into three 
groups: Capital, GWR. and eve­
rything that’s left over. "One of 
those three groups will have an 
American parent,” he says. • The evolving market should 
help Lord Hollick’s United 
Business Media fetch a good 
price for its 35% stake in Chan­
nel 5, its last television interest.

Channel 5 will be an immedi­
ate takeover target because it is 
the fastest-growing commercial
Television' company:—Valued" 
between £600m and £1 billion, 
it is also far cheaper than Carl­
ton or Granada, which would 
cost about £2'bflllon ciHd" 
£3.5 billion respectively. • 

Although News Corporation 
is seen as the likely buyer, 
Chris Bright, a partner at 
Sheannan &. Sterling, the law 
firm, -say,s that European Union 

Continued on page 6

Continued from page 5 
regulators and the Competition 
Commission would look hard 
at such a move. Besides, Ber­
telsmann has shown no signs of 
wanting to sell.The only British networks 
that will remain protected, to 
ensure "plurality” of voice, are 
the BBC and Channel 4. But 
Mark 'Thompson, Channel 4’s 
eWef executive, is concern̂  
the broadcaster may not remain 
in public ownership for long, 
rr IS NOT QUITE a free, for 
all. Newspaper groups with a 
market share of more than 20%

■ are still banned from acquiring 
an ITV company. And a similar 
rule prevents regional newspa­
per companies owning the local 
television franchise. _ _ _

The former restriction is 
aimed largely at News Corpora­
tion, most media watchers 
believe. It prevents the com- 
• pany acquiring a stake of more 
than 20% in an TTV company.

Despite these remaining con­
trols. the British media market 
wiU be among the most open in 
the world. Although the Ameri­
can Federal Communications 
Commission recently sent a del­
egation to Britain, tiiere arc no 
signs that America — or any
other country — plam to offer 
reciprocal access to its media.

Tessa Jowell, the secretary of 
stale for culture, media and 
sport. acknowledg« the risks 
involved in removing foreign- 
ownership restrictions. "I don’t 
expect (American companicsl 
to necessarily share the same 
content priontics as we do, but 
if Disney bought TTV they 
would be liable for precisely 
the same public-service obliga­
tions that Carlton and Granada 
currently are,” she says.

Tlus places a heavy burden 
on the Office of Communica­
tions, the media and telecoms 
super^^ator to be created 
from five existing watchdogs.

Ensuring equal access to pre­
mium content promises to be a 
challenge for Ofcom. It will be 
responsible for monitoring the 
concentration of media power, 
and its decisions and ruling arc 
likely to be highly contentious.

Parry believes the traditionaj 
concerns about concentration 
of media ownership are out­
dated and misconceived. “It’s a

nonsense to suggest that concen­
tration of ownership will lead to 
a reduction of diversity,” he 
says. “Strong media owners do 
produce a diversity of output.”

AOL Time Warner, Disney, 
Viacom. Bertelsmann, Vivendi, 
Clear Channel—and News Cor­
poration — own a variety of 
media businesses, that appeal to 
different audiences.

Parry continues; “Big media 
groups don’t have cultur̂  agen­
das, they have financial agen­
das." He argues that it is only 
common ownership that allows 
many m'che piublications and 
radio and television stations to 
survive. “You have to have con­
centration of ownership or the 
economics of the small ones col­
lapses completely.”
THIS NEED for synergy — 
shared infrastructure such as 
advertising sales teams, and 
cross-promotion opportunities 
— wUl determine the pace of 
the media shake-up.

Neil Blackley, media analyst 
at Merrill Lynch, says the fust 
deals will likely be those that arc 
“intra-media”, inich as a merger 
of Granada and Cariton or GVilt 
and Chrysalis. Here, the benefits 
of merger are most obvious. 

Cross-media deals, between
TV and radio, or nCwspapeis 
and radio, will come next Only 
then will cross-border acquisi­
tions make sense. “The least syn- 
crgistic (deals] are cioss-botder 
mergers,” says Blackley. But 
some peoplê  particularly Ameri­
cans, may want.tobuy a bridge­
head in the UKi he says. _ 

Viacom and AOL Time 
Warner, which bought AOL 
Bertelsmann and the ITC maga­
zine business, have recognised 
the need to bulk up in Europe. 
Disney h  ̂Fox Kids Europe. 
Blackley says: "They’ve been 
sniffing arouitfi Germany md 
now they’re going to be sniff­
ing around the UK.” - 

But with their domestic prob- ' 
Icms. it may be a while before 
the Americans move from sniff­
ing around to wolfing down a 
British meal. British media own­
ers may need to be patient. 
Additional reporting:
Dawn Hayes
Bryan AppUyard goes inside 
the BBC, meeting Us director- 
general and ihairman. ^
Magazine, page 54 ^
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HOW THE BIG PLAYERS ARE AFFECTED
B S k y B

it cal' persuade Bertelsmann to sell Channel 5 , 
*  BSkyB could use the terrestrial network as a 

second window, thus improving its position in bidding for 
programme rights. But it will for the first time face tough 
competition from ttie world's big T V  companies

Capital Radio ■
A s market leader lii 
independent a  year frorn i | ^ * ' ' ’̂

it'fe likely to buy. up its smaiffer peers

A in  I
C A R I I O N  Cartton's value rises with the abotition of foreign 

ownership restrictions. The pool of potential 
buyers will increase, but bidders will hold back until 
a  £ 5 0 0 m  lawsuit is  resolved

c- c h r y s a l i s

ta3ii>..hhalrm anGhrfe Wright 
.o lt e  own d e ^ riy .

Dally Mail and General Trust- -
DMGTI d MGT is  safe from predators, given that the 

Harmsworth family owns 7 0 % .  It  Is  expected 
to buy the 7 0 %  of GW B it doesn’t already own  ̂ ..

~ 7 ..-.£mapi . ^
e m a p  -tmap has mecfia

■ • ^Wishing, Which
vririkfe out. Ukhty to be a buyer li

target for a big newspaper gippp

Granada
G R A N  A D A  Granada is still pursuing a deal with Cariton. and  

the two are likely to  unite following the abolition 
of the 1 5 %  audiencoshare limit and  the restriction on ownership 
of London T V  licences

- G W R  •••■ •
a w R  T h e  'biggest s i n ^  In raSfo; with^tf^ ' '

■ , hugely, su cc e j^ lC fe i4 te .F M ,^ iM ^ ^  ’
prprnotipnal oppoTturitiles.ih4an t f ^  DMGd| 
staHsi islik e lyto  b& jfsfongtetm  frartner f v/ - . ,v .  , i : > : i

Johnston Press
Johnston will rem ain a big regionafnewspaper 
publisher, but any future deals it does-will now 

not automatically be referred to the trade secretary

5MG'dnd?8c6tih* Rddft^Hoidih)^: ' I
Th^tnet^fslans'^, 

tH I'-  (tofî aiwi'Gtaiiadp.CQuId. aiiii'GtPiiad^.CQuId
SMQ’s& q tU sh h A fto h lse slit a .iiK a^^ '

.4 *fr.

Trinity Mirror
•^TKoifjrMinDc jp g stronger position to b uy more regional 

titles, but m ay itself become a target for bigger 
international groups. It could also enter the radio market

-Ghannel-WbM-fotprofiMHll®in|St%̂ fo?
tmohiement in broadcast m edia
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Britain opens its Bring rooms to
by Sheryl Bagwell

A C R U E|.jokediatdoesthe 
rounds in  W estm inster 
saysUiatRup^MutdoA 
has b elter  access to  th e  
prim e m inister than the 

culture secretary; Tessa JovveU, w ho  
is responsible for the m edia. •

Som e m ight say it is a b it too near 
the truth to  be m uch o f a Joke. Mur­
doch legu larlym ^ ts both Ibny Blair 
and G o^onB row n whenever he is in  
London and bo A  ate acutely aware 
o f h is im portance. H ow ever, n ibst 
new spapers w ere w rong to  w rite  
down the long-aw aited Communica- 
tionsBill, revealed by Jdwdllastweek; 
as ^ M u ^ p ^ -cen tre^ p ifoeofvin ik .

Ih e  A u^ alian-botn  miedia m ogul 
w ili have been qu ied /sad sfied  w ith  
itsm ten tio n o f rem o^ng the restric­
tions on fbrdgn oW nersh^ o f B r h ^ s  
m edia and a llow in g  new spaper 
groups to  ow n Chanel 5 but his news-

_ rinterestswiU still bar M urdoch^ 
oin ow ning m ore than 20% o f ah 

n V  licence. There w ere bigger win­
n ers d ^ M ird fld itQ n ew a s Joweil’s  
predeoessot as cuhuie secretary Chris 
Smidi, naw alobbyist and consultant 
for US entertainnient giant Disney.

D isn ey  had-lobbied  d ie  govern­
m ent th at th e  BBC should be 
b ro u ^ t under full control o f the new  
super-regulator O fcoin, as it  view s 
th e corporadon’s  recent forays info  
childrei^s TV as unfair co m p ^ d o n . 
.S m ith ie d  hr that aim , but the deci­
sion  to  change th e rules that prevent 
non-EuiopeanU nfon(EU ) operators 
fiom  gain itw  a  sign ificant foothold  
ththew odd^seoondlargestE nglish- 
la n g u a ^  m edia t n a i^  is a,£armpte 
sigrrificahtvictoiy. • . -  •:

. ̂ bieigneis from outslcle t i^ ^ c a ir  
ixT w tnataaiafrofT V aadra& as^^  
d iie f ■ am ong- them  Carlton and 
Granada, fo e m ainsfoys o f w ho  
have b een  seriously w eakened by  
falling advertising revenue and foe  
hum i|iadA g collapse o f n v  Digital;

A D isney spokesnan said lastw eek  
that foe group, w luch holds' 25% o f

GMIV in Britain, w ith further stakes 
in  Gerinan diarmeis, w as “evaliiatiiig 
h s (^ o iis ”.Avvindowofcqjportimity 
has opened for big Aitierican m edia 
{d ayetsv^ d eq ip od tets, suchasVla- 
coni, owneroffoeG BS netvTOtfcin the 
US, andAOLTSme W arner,foeiecent 
p u id iasen  o f IFC m agazines.

M urdoch and other b ig  new spa­
p er ow n ers rem ain barred from  
ow ning m ore than 20%  o f an ITV 
licence b u t can now  bid for the fast­
grow ing Chaim el 5 ,cu rren d y con­
trolled b y fo e  German Bertelsm ann  
group. N ew spaper groups -will also  
■be free-to' bu y  n a d o n a l and lo c a l 
.■radiostations. ■ . ■. ■ .

M uidoch is thought tp be oomfott-
ahtewifo an thi^ particularly ifbe is not 
seen as suchabogeym anfrx the British 
media a iu lp o liti^ d a sses. ■

‘Anyfoing to  do w ffo m edia dereg­
ulation for vdiefoer h e  is in there
ornotj is apciative,’'said KingsleyW il- 
scH i.m ediaanaly^wifolnvestecH Q i- 

-dersortG rosfow aite-
JowelTs'foplanation her decision 

—“Itmdoes no senseihataR endi, Ger­
m an or Italian o o m p ^  can any
TV or radio licence fai foe UK, but that 
A m erican, A ustralian or C anadian  
(XHtipanies, for ezanq>le, cannot do so” 
-  is ̂  foe view  of ̂ b d  moguls such 
as M uidodi and Conrad.Bladc.

T hey, see  law s w h ich  protect 
nadonal interests from fb tei^ 'p lay- 
ers as outdated in  fo e  iritem et and 
m uld-<hannel age. But it  is remark­
able that a  Labour governm ent h u  
taken;^0 p o litk a ]^ « n » tiv e  s ^  o f

m ost liberal' reg u l^ ry - framevrodt^ 
in fo ew orld . ’ ' . ’

N ow  th e pressure w ill be on gov- 
eriunents such as foe U S, Australia 
and Canada to  iecipiocate by scrap­
ping their ow n ownership rules. That 
w ou ld  trigger an unprecedented  
global sh a l^ u p . JoweU has already 
said she w fll press the Federal Com- 
m unkadohs Commission, the US reg­
ulator, to  follow  B dtaiifs lead.

•Ttiis fa a  huge step," said one njedia 
adviser.-“Britaln has becom e the first

country in  the GUglisii-speaKing-wona 
tofiberalfaeitsfijteignovvnetshjplawn, 
just as it w as foe fir^  to deregulate the  
teleomns and finandalservices sectras 
dunngfoeThabhereia.Thlsfafoeb(M - 
^  thfog that Blair has ever done.”

Bl r t  now  that the door is open, 
v n ll fo e  Am ericans com e in?  
hivestm entbankeism ^besali- 
vadng at foe prospect o f a media feed­

ing frenzy a m  to  the dotcom  m ania ' 
-  foe fo a ie  p ik es o f Carlton, Granada 
and Capitm  R adio all jum ped o n  
release o f the draft bni-butnian y are 
.notoonvincedthatfoeAm ericans-will 
Im m ediately m ake a grab for IIV  or 
Chaimel 5 . * '

”1110 track record for intem adonal 
com panies buying national iietrestrial 
broadcasters is  n o t good,” says Jon  
^ t t s ,  a  senior consultant w ifo  Spec­
trum M edia. ■

“T h e Dlsney-ABC m erger in  th e  
States is  a classic case: it is difficult 
to poinr ro w ays In' w hfclrA B U has~  
ben efited  th r o u ^  being ow ned by  
D isn ey  W hen p eop le talk  o f th e

__prospect o f Bertelsm ann buying nV.
• there m ay be s y n e r ^  with other ter­
restrial broadcasters in Europe that 
its subsidiary, BTL, operates, butfoey  
are h ofseism ic.”

M errill Lynch’s  influential m edia 
analystN eilBladdey, saw: I tie r e  are 
no synergies in  a cross-bonleF acqui­
sition  o f n V  or Channel 5 , so  they  
w ould  b e  doing it  for strategic rea­
sons, as a s t^ f^ -s to n e  to aggregate, 
oth er m edia assets in  fo e  UK.' The 
peddng Older o f synergies starts with 
intra-media consolidation, notfoly in 
rad io ,..fo llow ed  by cross-m edia. 
Finally, foe least ̂ e r g is tic  would be 
cross-lmrder consolidation" 

N everth eless, the. US giants are 
likely to be tem pted to take the plunge 
into a  m atifet now  valued at arounid 
£12bn. Disney, Viacom and AOLTlme 
W sm erared l interested in expand­
ing in to Europe and believe Britain 
w ould be an ideal launcM ig pad.

US investm ent bankers expect the 
new  rules to spark some heavy couit-
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in g  betw een unnsn  ana u s  compa- 
ilie s  b u t th ey  to o  say it  could b e  
som etim e beroie any deals are done.

Krsti many US operators w ill w ant 
to  know  d ie outcom e o f a review of 
US m ediaow nersh^ rules lytheFC C  
afiecdng the cable and broadcasting 

■ industries and in  particular o f the rule 
lim iting one c ^ le  operator to serving 
m ore t f ^  30% o f pay.TV subscribecs.

Moreovei; ah h oi^ th etesou toesof 
leading US groups dwarf their British 
counterparts, m ost are h h  by low er 

' advertising revenues and m ight, find 
ithaidtD s^abigaoquisitiontosbare- 
holders. AOL Tim e Warner, an obvi­

ous candidate for a tnajor European 
push, is under boardroom pressure to • 
d ig ek  its eristing assets, particular^, 
in  cable, before m ore deah. .
• V iacom , w h ich  ow ns th e  MTV 
m u ^ cch a ^ d in B rita in , a n d D isn ^  
both  said  they w ou ld  consider any 
opportunities.

B ut Bertelsmann,'vrfiich currently 
controls Channel 5 , may not w ant to  
s t ^ d  idly by and w a ^  nV , a much 
m ore p r i ^  asse^ fa ll into/unerican  
hands. Thomas Middlehofi^ its ambi­
tious ch ief execu tive is reported to be  
fond o f  ow ning “institutions”.

B ut such a play raises odier issues.

w illingto pay atleast£36 a m ontli tor 
Sky, a maricet which analysts say is

i ‘if  Channel 5  is for sa le, it would 
have to be on  B SlyFs radar screen,” 
says Merrill Lynch’s Blackley.

“In the abscmce (^a sale, B S l^  may 
talk to Chaimel 4  about a  Jofot ven­
tureusing Chaimel 4’s  entertainment 
cham iel M  as abase and bid for one 
o f the d igital licenses ntrw being re­
auctioned,”

A BOUT the only certainty is that 
Z \  Caihon arid Granada’s stalled 

/ a  m ergerw illbeononce ag a in - 
un lessab i^ er predator picks t h ^  off 
first The bill remcjved die ban on Joint 
ownersh^ of dre two n V  fionchises in 
Lond(xi,vdteieCaritonholdsdveweek- 
dayliom ce and Granada the weekend, 
arid thelim it o f a 15% audieiioeshate.

But evenhere, itis ndta done d ea l 
A m erger cou ld  still be blcxdced on  
com petition  groim ds and th a t is 
G cac^vdiaf the advotising industry 
w ill demand.

Advertisers are angry th at the bill 
igncjies their interests and have threat­
ened to delay any Carlton-Granada 
merger for years \mless concerns over 
the potentialform onopoly pricingof 
TV airtim e are a d d te s^ .

C om petition  regulators w ould  
inevitably force the German group to 
g iv e up.C haim el'^ and M iddlehoff. 
m ay S e'relu G tan t-to .^ -ltto-su ch  a 
s tr o n g ]^  as M u t^ ^ H T E sk st pub­
lic  sta tem en t w a s that it  w as com ­
m itted  to  b u ild in g Chaim el 5 w ith  
Irioeased  programming investm ent.

A nd is  M urooch stQl interested in 
Chaim el 57 The accepted view  is that 
h e has long coveted Channel 5  but his 
attentions, have sin ce been diverted  
by m ore presring issues, such as gain- 
mghcxxttiDlliiigpositkxitnGennatiy’s 
pay-TVniaitet;- possibly via a rescue 
o fth esu b so ^ o n -T V  an n ofth en ow  
i^ lv en tK ita iM eto g ro tp .T h e  price 
*tag o f  up to'fll^ 'ih ^ b o'tsd oh igfa .

M uiitoch's la ck  o f in terest c6(lfd ' 
spark another c l a s h h i s  itidepen- 
cfent-m inded BSkyB ch ief executive 
Tbny-Bail w ho h as indicated that h e  
w ould  be in to ested  in buying Chan­
n el 5 , wWch h e believes w ould pro­
v id e u s e ^  cross-piothotion for Sky 
program m es. .

Itw ouldalsogrveB SkyB afijee-to- 
air ten esh la l oudet and a bigger audi­
ence than the 5 .7m  hom es currently

Advertisers say the m erger would  
be anti-coinpetitive as a  sin g le  U V  
w ould have dom ination o f th e UK’s 
biggest and m ost important advertis­
ing m edium . Last year ITV claim ed  
57%  of th e £3bnTV advertising mar­
ket and accounted fbr2G% o f  the UK’s 
entire ad vertising m edia spend  o f  
nearly £12lm . .

Ahtim e is currently sold separately 
' by Graiiada and Carlton, w hich com­
pete aggressively in London. The Insti­
tu te o f Practitioners in  Advertising, 
representing advertising agen cies, 
w anted a 25%  market share cap on 
TV advertising w hid i w ould prevent 
Carlton and Granada from m erging 
sales operations.

The draft b ill contains no lim its on  
TV airtime sales and passes the buck 
to tireO fto  o f EairTtadmg.Thelnoor- 

oiated Society o f British Advertisers

lestrlalTV advertising marxet.
“I w ould tiiink it very unlikely that 

the com petition  authorities w ould  
block the merger,’* h e  says.,

• “But i t  is n ot clear that they w ould  
necessarily allow  it to go ahead.with- 
out attadilng ceita in  conditions.” 

David Fergusonj m edia analystwitii 
Barclays Capita^ adds: “Post-ITVDig­
ita l, Carlton arid G ranada m ay n o t 
have aS m any friends'in th e Compe­
tition Com m ission as they once did.” 

^tmon Marquis, m anaging director 
o f Zenitii M edia, says advertisers were 
b ecD m in gin oe^ in ^ stiid en t “Given' 
t ^ t  w e fund d ie  greater part o f TV 
piogiam m m g, rtfs depressing that qyr: 
concerns h ave n o t b een  taken sad- 
ously in  tills bilL But the gam e isn’t up 
yet by any m eans.”. However, ny’s Joint managing dinxtoi; MkkDcsmond, countos Uiat
a sln ^ e iT V w oidd no longer be anti­
com petitive because o f th e bill’s  der 
regulation  o f  
ownership.

“I could under­
stand tiie ir  argu­
m ent b efore la st  
Tuesday, b u t th e  
bill d ia n ^  every­
thing,” h e  says.

tire cotiqretitidn auti^rides iitight also 
deter fbrdgn broadcasters frtra mak­

ing a  quidc raid on  the two txrn^^nies.
Spectrum M edia’s lAhtts estim ates 

th at a sin g le  ITV com pany w o u ld . 
dom inate w ith  65%-75% o f the ter-

“Wow M urdoch "
canbiyC hannel5  
and com b in e it
w ithjSkjLandjali__________
b is n ew spapers, . 
creating a p oten ­
tially larger adver­
tisin g s d e s  p o in t 
than a m erged
rrv."

Advertisers are -
further disenchanted b y  falling n v  
ratings w bichhavieeffectiveiy Inflated 
p ik es. A  tough round o f annual rate 
negotiations can be expected to come 
intheautum n. .

•The n V K ^ ta l fiasco saw  n v  take 
its eye o ff the balL It is haem orikig- 
ing audience share, yet w e are'paying 
more for airtime,” says Chris Eoodiby, 
of m edia agency BBJ.

T h e  option o f shifting more o f out 
b u d ^  into Channels 4 ,5  andsatellite 
kxtis iiKiearingly attiadive,” he adds.

For M ichael G reen and Charles 
Allen, tive em b attid  duuim en of Carl­
ton and Granada respectively, prob­
lem s continue to m ount on all sides. 
G M ng into bed together m aybe the
best detenoe -  but tnerc couia DC mote
teats to  com e flts t
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Experts tip radio stocks 
as media shake-up looms
INVESTORS have an unprece­
dented opportunity to profit 
from a talaovcr frenzy after last 
week's shake-up in media own­
ership rules. In a draft bill 
unveiled by Tessa Jowell, the 
culture secretary, media firms 
from anywhere in the world 
will be able to bid for British tel­
evision and radio companies.

Various other restrictions on 
cross-ownership of television 
and radio stations were also 
lifted. However, any takeovers 
will still be subject to competi­
tion commission scrutiny, and 
could be blocked if any one firm 
would become too dominant in 
advertising revenues-or broad­
casting in a particular region.

The move has boosted share 
prices in flagging media stocks, 
which have been struggling 
because of a drop in advertising 
during the economic slowdown.

Big media firms including 
Carlton and Granada were the 
biggest winners last week, ris­
ing on the news of the bill.

But investors who pick the

Nick Gardner

right firms could benefit from 
ftuther increases if evidence of 
an economic recovery, and 
therefore increased spending on 
advertising, comes tiuough.

Favourites among experts are 
radio stocks. Jeremy Batstone 
of NatWest Stockbrokers said: 
"Shares in radio companies are 
far more attuned to fluctuations 
in advertising revenues. There 
are 10 major operators and that 
number could come down to 
three as a result of this bill.

“Some stocks have risen in 
anticipation of the takeovers 
and mergers, but if the eco­
nomic recovery kicks in, then 
there will be more to come.”

Justin Urquhart Stewart of 
Seven Investment Management 
said: “I think the big TV firms, 
Carlton and Granada, have prob­
ably risen ahead of themselves, 
so radio is the place to look.’’

He recommends Emap,

which owns KissIOO, Magic 
and Radio City. "The sum of its 
parts is probably worth more 
than the share price reflects, so 
it could well have decent gains 
ahead," he said.

He also picked Scottish 
Media Group, which has a large 
stake in Virgin Radio, and John­
son Press, the local newspaper- 
firm that would benefit from 
either a takeover or increase in ‘ 
regional advertising.

Simon Atherton of Aberdeen 
Asset Management tipped Scot­
tish Radio Group, GWR, and 
Capital Radio.

He said: “Capital could be 
attractive to an international 
player, while the other two 
could be good targets for bigger 
domestic groups. Some of these 
deals may not happen until next 
year and there could be some 
profit-taking in the meantime, 
but we are optimistic that you 
will get a reasonable return 
from radio assets.”
The Yanks are coming, 
Business Focus, section 3
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AGENDA
Uncle Walt won't be visiting our media minnows
DEALS are thin on the ground. Invest­
ment bathers who in 1999 would not have 
clocked in unless they were guaranteed a 
$lm annual bonus are now working for 
nothing (see feature page 8).

;But just as we were about to organise a 
benefit dinner for indigent bankets, along 
caiM Tessa Jowell and Patricia Hewitt and 
their Commimicatlons Bill, which appears 
to offer a fillip for the takeover specialists.

But let's not get carried away. Once the 
excitement of a promised free-for-all in 
the media industry evaporates, investors 
arc likely to be looking at a series of small 
strategic deals rather than the hoped-for 
Big Bang. Polishing the family silver and 
rolling out the red carpel in anticipation of 
a visit from Disney, AOL Time Warner, 
Viacom or Vivendi may be a waste of

time. The telephone-number deals that hit 
the headlines three years ago have turned 
into nightmares for their instigators.

Confirmation that media has been 
accotded the status of a fully grown indus­
try capable of looking after itself is over­
due. The first result is likely to be a 
shake-up in the radio market, with Capital, 
GWR and Cfuysalis all considered ripe for 
the picking. But the radio sideshow has 
l^n  overshadowed by intense specula­
tion centred on the possible sale of Chan­
nel 5 and the likelihood of a bid for ITV.

The Channel 5 story is intriguing given
that RTL, which owns 65% of the busi­
ness, seems to be in no rush to exit the sta­
tion. Indeed, when German-based Bertels­
mann bought Peaison's stake in RTL for 
£944m last December, we got the distinct

17

impression it was a buyer of media proper-­
ties and not a seller. Despite a $1 billion 
hit from internet start-up losses, it will be 
a surprise if B ertelsmann misses the oppor­
tunity to take out United News & Media, 
the minority shareholder in Channel 5.
. That leaves ownership of ITV as the 
remaining loose end. The matter could be 
resolved if Granada stopped public pussy­
footing with Carlton and made a decent 
offer that Michael Green could put to his 
shareholders. The problem is that the City 
may have little appetite for giving an even 
bigger company to Charles Allen of Gra­
nada, whose fan club is losing members.

Granada shareholders know that if there 
are more delays, Bertelsmann could be 
encouraged to break up the courtship.
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The joint is jumpin’ in radio land
O bservers of the 

media industry 
mi£̂ t wonder why 
a few large, pow­

erful companies have been al­
lowed to dominate television 
whil̂  in radio, tough regula­
tions have led to odds and 
bods all over the place.

Feelings run high on the 
issue, "^ ŷ has the radio in­
dustry been neglected com­
pared to TV?” rants one radio 
executive. “Because politi­
cians u^t to get their mugs 
on th^ l̂ly to push through 
their policies, so they care 
about TV.”

Whether it is the Wreless 
Group’s Kelvin MacKenzie 
raving about the unfairness of 
the method used to measure 
audience figures, or the more 
common complaint about 
how the mighty, state-funded 
BBC throws its weight 
around, radio generates strong 
opinions.
something to smile about. 
Antiquat̂  and complex, the 
current regulations - with a
pointsrscoring systein that 

' few understand - are to be 
scrapped. The draft Commu­
nications Bill will allow TV 
and newspaper companies to 
buy into radio more fteely. As 
if to prove a point, the 
Guardian Media Group, 
which owns The Guardian 
newspaper and has numerous 
small investments in radio, 
latinched a surprise bid for 
Jazz FM on the very day that 
the Bill was announced.

Even under the current 
regulatory regime; GMG is not 
prevented from buying Jazz. 
But the move indicates the 
kind of posturing that com­

panies will be doing to get the 
industry ready for when the 
Bill becomes law towards the 
end of next year.

In essence, buyers could 
come in and snap up tiny, in­
dependent companies to con­
solidate them into a position 
where hungry US companies 
can then buy them, when 
they are allowed to.

“The biggest positive of 
the Bill is that it gives a green 
light for venture capitalists to 
put together a new local radio 
group," says Jonnie Goodwin, 
head of media corporate finan­
ce house LongAcre Partners.

US companies like AOL 
Time Warner, Clear Channel 
Communications and Walt 
Disney are the favourites to 
dip thdr toes in when the time 
is right. .

“I welcome the regulations 
that allow the US in because 
you have more cultural em­
pathy with America than you 
GQ wun iiuropcanSy says 
Richard Huntingford, chief ex­
ecutive of Chrysalis, the multi­
media company which owns
Heart FM and the various 
Galaxy radio stations.
. They covild eat most of the 

UK industry for breakfast,” 
adds Ralph Bernard, chairman 
of GWR, a large radio com­
pany controlling numerous 
local radio stations, as well as 
the classical music station 
Classic FM.

Although advertising is de­
pressed across the media, 
radio is becoming increasingly 
attractive as an outlet. Last 
Thursday, figures from Radio 
Joint Audience Research, the 
industry’s audience mea­
surement company, revealed 
total listening hours in the first

quarter of this year up 5 per 
cent compared to the same pe­
riod last year. .

"Advertising revenues are 
showing signs of picking up 
again. Radio also has a grow­
ing audience, and creatively 
there’s a better quality of ad­
vertising,” says Richard 
Wheatley, chief executive of 
Jazz FM.

Another of the industry’s 
selling points is that a new age 
in “digital radio” is looming. 
Although digital TV is prov­
ing to be a bit of a mess, the 
benefits of the new type of 
radio will be more obvious. 
Better sound quality with 
fewer hisses and crackles will 
entice car manufacturers to 
put it in their vehicles, while 
companies like UBC Media 
are developing ways of 
putting out website-style 
material via radio and so un­
dercutting telecoms compa­
nies* nascent 3G services.

4x1 picSciir̂  nowcvcFy ii
digital receivers required are 
expensive and hard to come 
by. Manufacturers can’t find 
economies of scale and so 
have been slow on the uptake. 
But digital radio stations are 
broadcasting at the moment 
- around 50 in London alone, 
according to Mr Bernard - 
even if there are few listeners.

Radio station owners are 
also excited at the prospect of 
being owned by a large media 
company able to compete 
with the BBC, which has mote 
than h f̂ of the listening mar­
ket. “The BBC is a big organ­
isation that cross-promotes.” 
says Chrysalis’s Mr Hunting- 
ford. “Clearly if one can cre­
ate [other] big cross-media 
groups, that will be good for

the media as a whole.” ^
At the moment the top 

prize is Capital Radio, which 
runs London’s popular Capi­
tal FM and has other strong 
stations around the country, 
such as Century FM. Tlie 
other larger companies are 
Emap, with the Magic and 
Kiss brands; Chrysalis; 
GWR; and the regional op- - 
erators SMG and Scottish 
Radio Holdings.

Despite the consolida­
tion frenzy predicted in the 
industry, GWR’s Mr Ber­
nard thinks small indepen­
dent stations will survive. 
“There will always be lots 
and lots of smaller compa­
nies that won’t be hugely 
profitable, but will serve spe­
cific interests,” he says.

Mr Bernard knows all 
about the hostility a large 
company can face when tak­
ing over an independent The 
vitriol they get is extraordi­
nary someiimes,”~he"says, 
speaking from his own expe­
rience when buying the 
Breeze and Essex FM stations 
in 2000.

Addressing the House of 
Cbrrunons at the tirrie, Chris­
tine Butler, the local Labour 
MP, described how devotees 
“shed tears”. But Ms Butler has 
since lost her seat, and Mr 
Bernard can have the last 
laugh; the two stations now 
have a 193 per cent share of 
listening in the local area, 
compared to 18.1 per cent 
just before the takeover.

When the large US com­
panies start a passionate romp 
among the tfiCs radio stations, 
there are bound to be more 
than a few lovers’ tiffs.
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Dunstone backs plans to 
overhaul radio figures
BY DAMIAN REECE

CARPHONE Warehouse, one 
of Britain’s biggest radio 
advertisers, is backing 
attempts by Kelvin MacKen­
zie’s Wireless Group to intro­
duce radical changes to the 
way radio audiences are 
measured.

Charles Dunstone, chief 
executive of Carphone Ware­
house, is calling for a more 
accurate method of measuring 
radio audiences to -ensure 
advertising budgets are spent 
in the most effective way.

At the moment audience 
figures are compiled by Rajar, 
owned by the BBC and com­
mercial radio stations, and 
rely on people completing a 
weekly diary of their listening 
habits.

“Anything that anyone did 
to make it more accurate must 
be a good thing," Dimstone 
told The SunJay Telegraph.

“Everyone should welcome 
it because the'amount of mon­
ey traded on that basis is 
inunense. Accuracy is really.

really-important and we are 
keen to know as much as pos­
sible about which customers 
are listening to which stations 
and.at what time and get as 
much information about that 
as we can,” he said.

Dunstoiie’s comments 
come just two weeks after 
Procter & Gamble' also came 
out in support of MacKenzie’s 
initiative. Advertisers spend 
about £550m a year on radio 
with Carphone Warehouse ac- 
counhng for up to £7m of that.

“Audiences equal revenues 
which equal profits which 
equal valuations for radio 
companies,” said MacKenzie. 
“If, the audience numbers are 
a load of tosh then investors 
are being misled as are adver­
tisers."
_ If MacKenzie is successful 
in forcing the radio industry to 
change, then commercial rad­
io stations could see signifi­
cant changes to their advertis­
ing revenues. ■

MacKenzie is piloting a 
scheme which uses a wrist 
watch containing a digital chip 
to record exactly what a per­

son is listening to at any time 
of the day, regardless of their 
location.

His most recent figures 
show that talk stations such as 
LBC and niche broadcasters 
such as Premier Christian 
have much wider reach when 
measured electronically than 
under Rajai. Music stations 
such as Capital Gold, Classic 
and Jazz FM do much worse.

But the radio industry hit 
back this weekend claiming 
that while electronic audience 
measurement mi t̂ be the 
future, MacKenzie had jum­
ped the gun.

Justin Sampson, a Rajar 
board member and managing 
director of the Radio Advertis­
ing Bureau, said: “Two sys­
tems for electronic measure­
ment have emerged and Rajar 
is itself testing both. By this 
time next year we should 
understand the implications 
to the point where the indus­
try can decide whether the 
increased costs of electronic 
measurement are justified.”
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JazzFM 
board to 

veto GMG 
takeover

....... BY DAMIAN REECE

J^Z FM’s laid-back vibes 
will suffer hea-vy interference 
tomorrow when the station’s 
TOard votes against a £41 m 
hostile takeover bid from 
Guardian Media Group, 
publisher of the Guardian 
and Obseruernewspapers.A board meeting is 
ŝ eduled for 10am when 
directors will be asked to vote 
on the bid which was made 
last Tuesday at 180p-a-share. 
Although GMG has control of 
50-5 per cent of the shares, it 
IS understood Jazz FM 
believes the company is 
worth substantially more 
than 180p,a view shared by 
other investors in the company.

Aberforth Partners, Jazz 
FM’s leading City investor, 
was last week buying shares 
at the I80p bid price in 
expectation of a higher offer, 
either from GMG, chaired by 
Paul Myners, ur a rival--------bidder. ' '

Last week’s draft 
Communications BRl opened- 

■ thuw ay-foraTakedvef frenzy m the radio sector, with Jazz 
FM seen as a prime asset in any bidding war.MARKET IVHSCELLANY

■ EINSTEIN Group (l-75p), 
the penny share whidi is build­
ing a niche broadcasting and 
media group, is working on a 
deal to buy 32 local television 
licences which cover large 
towns and dties in areas sudi 
as the South West, Essex, Suf­
folk and Cambridgeshire. The 
licences, granted by the Inde­
pendent Television Commis­
sion, broadcast on normal ter­
restrial television alongside

national and regional chan­
nels, They will cany a'mixture 
of local news and magazine 
programmes which research 
shows are popular with local 
audiences. Einsfein is buying 
the licences through a joint 
venture with a US consortium 
led by Tom Benedetto, owner 

’ of the Boston Red Sox baseball 
team. The consortium invests 
in similar businesses in the US, 
where local stations account 
for 25 per cent of TV advertis­
ing revenues. Investment in 
targeted, local television here 
could take off in the same way. 
Buy.
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Greg Dyke has broadcast his intention to 'cut the crap.’;at the BBC.
Biit faining the overgrown media monster may be easier iuid than done

B u t it  wants m ore. Suddenly, G reg D y la , the 
B B C ’s pugnacious director-general, has em erged  
w aving a yellow  card that ssys:“C u t the crap”. H e • 
has a batdc plan that aim s to  make the B B C ” thc 
m o st creative organisation in  the w orld”. A fter tw o  
years in  th cjo b ,h c has ju st go t a grip  on  this huge 
broadcasting m achine. A nd the way he sees it ,it ’s 
h ardy even  tick in g  pver.
. S o  w hat’s g o in g  on  at th e BBC ? Is it  good? 

W hat’s it  for? W h o’s it  for: the vfo ite m iddle classes 
or th e m ulticultural inasses? C an it  last? D o. w e  
w ant it? A bove all, vriiat docs i t  mean? A fter . 
m onths o f  paranoid negotiation , the B B C  has le t  
m e ask.It fears I have “a lin e” an agenda. It thinks 
R u p ert M urdoch is standing at m y shoulder 
td lin g  m e vfoat to  say. H e isn’t.W irily, it  lets m e in .

L et’s start w ith  D yke. D irector-general is  n o t a 
naturaljob  for h im . It is a step back fio m  broadcast 
im m ediacy.“M y ability to  affect w hat’s on  the 
screen  ton igh t is  nil,” he teUs m e. I first encounter  
hi'm in  a b ig  room  fu ll o f  tables in  W h ite C ity  at 
th e  “D G ’s briefin g”, a m onthly m eeting o f  the top  
100 executives in  the B B C .T he atm osphere is 
clubby and frin tly  raucous. It’s lik e a pub o n  quiz 
n ig h t. P eople are carrying in  coffee,m uffins and

■he B B C  em ploys
24 ,0 0 0  peop le and broadcasts 3 9  hours o f  
d ev isib n , radio and internet stream ing for every 
ane hou r o f  teal tim e. It runs on e o f  the world’s 
aiggest and m ost used w e b site s-w w w .bbc.co.uk. 
In B rita in  it  consum es £ 2 .5  b illio n  annually, raised 
from  the licen ce  fcc,and,ovctseas,anothet3C 183m  
in grant aid  fiom  th e Foreign O ffice. N o  other 
public-service broadcasting organisation in  th e  
w orld is anything lik e as rich  and pow erfu l A nd  
n o  other public service in  B ritain looks so good .

-T ew r ik  fio m  an N H S  hospital to rh e  !TOCVW hite- croissants. D yk e is speaking about what has 
happened sin ce th e last briefing. For on e th in g, 
Jam ieT heakston , a B B C  youth star, has been

C ity  b u ild in g is to  w alk  fio m  a slum  to  a palace.
T h e B B C ’s dom inance o f  th e B ritish  

broadcasting m arkeris^now com plete.TFV  is in  
the m id st o f  an advertising recession , cutting costs 
savagely and desperately searching for a way ou t o f  
th ed isa stero frrV D i^ ta l.a p ro jectth a th a s  

.con su m ed  m ore th a n £ l b illio n . B u t through the 
B B C  run rivers o f  go ld , thanks to  a generous 
licen ce -fee  setd em en t that lasts u n til 2007 , an d its 
in d ep en d en ce fio m  th e advertising market. A s a 
result, th is year it  has launched a n ew  digital 
highbrow  T V  charm el—B B C 4 —and w ill soon  
lau n ch  another aim ed at y o u th —B B  C 3. Five n ew  
radio chatm els are also being launched. M oney is 
b ein g  poured in to  n ew  drama and film s. Armual 
fu n d in g  for B B C l alone has passed £1 b illion . 
B o th  T V  and radio ratings,.m eanw hile, are at all­
tim e h igh s.T h e B B C  is no longer the com petition  
for th e com m ercial sec to n it is th e environm ent.

caught in  a M ayfiiir brothel.“H e’s young and  
single,” says D yk e.“H a lf o f  us caught in  brothels 
w ith  prostitutes are neither.” :

L aughter.T he execs love i t  D yk e’s a bloke and 
th is is  a blokes’ do; even th e w om en are blokes. H e  
in troduces tw o “ consultants”lurking nervously at 
th e back o f  th e room ."you’re th e only consultants 
that have b een  in  this place for tw o years.”T h e  
execs laugh again, this tim e w ith  a s l i^ t  edge. H e  
has rem inded them  o f  a tim e they’d rather fo rg et 
th e consu ltant-in fested  years w hen Sir John B irt 
w as d ireaor-gen eral. O n e senior B B C  staffer told  
m e over a secret breakfast m eeting.“B h t left a 
h u ge reservoir o f  hatred and contem pt behind. 
E verybody thinks he’s a w**»err

Lord H oU ick,th is m onth’s guest speaker, gives a 
talk . It’s o f f  th e record, but don’t worry, you’re not 
m issin g  m u ch .T h en  D yke again. H e gives them  
th e g ist o f  a sp eech  h e w ill deliver the next day to  
th e w h o le  B B C .staff at studios around the country  
and via  videotapes .T his is his b ig  push, his grand 
statem ent that he’s o n  top o f  the D G  jo b  and ready 
to  m ove fbrw ard.B ut he’s caicfiilly selfteffadng.
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This speech is so long, I’m bored by it.”
More laughter. He’s on a roll.But it’s a 

controlled roll. His talk is a clever bslancc of what’s 
right and what’s wrong. He defends the BBC •

■ against the durnbing-down chaise, comparit^ the 
critics to thejewish rebels in the Monty Python 
film The Life ofBrian—*'What have the Romans 
ever done for us?”He reels off a long list of great, 
undurnb BBC shows. But he also tells a significant 
story.There had been an issue of a deterioration of 
broadcast quahty involving some new technology. 
Dyke and a bunch of execs had turned up to look 
at a screen and check it out-Thcy couldn’t see any 
problem and okayed the technology. As they were 
leaving the room, a voice called from the back: 
News doesnt agree.” Dyke e^loded. It turns out 

news had sentalong a junior exec;since he didn’t 
have the power to agree, he dutifully disagreed. It’s 
a real old-style BBC moment, evidence of the bad 
bureaucracy he’s been trying to root out.“News ■
doesntagreei becomes a standingjoke between us.
Later we speak after a story has appeared in the ,
•Sunday papers about a plan to dumb down
tdevision hews. It’s not true,he says, and it was put 
there.he knows,by disaffected BBC news staff.“I 
have no doubt about thatiThey can e-mail me or 
talk to me; my door’s always open.The politicians 
and our political staff are probably closer than our 
political staff are to the test of the organisation.” 
Leaking against the BBC drives him crazy. He 
once sent.ari e-inail to every member of staff

■ saying, in essence, stop whingeingorget out. No
other organisation,he says, would put up with the 
internal bickermg and external bitching that goes 
on at the BBC. Its a tradition and he hates it.

StiiuJay Tiine.s
12 May 2002

than that.” 1 become more aware of his speech 
impediment, his problem with the letter R; it 
softens the edges of his London accent. Again the 
Bircyearsaretrashcd.Then,the great aspiration' 
was to be “the best-managed organisation in the 
public sector”. Dyke pauses dramatically. “That 
wouldn’t get me out of bed in the mornings.” 

Laughter. His goal,in contrast,is to make the 
BBC “the most creative organisation in the 
world”.To do this he has seven new demands of
the staff: inspire creativity everywhere, connect 
with all audiences,value people,we are the 
BBC,just do it, lead more, manage less and make 
great spaces. Seven bosses have been allocated 
to the seven catcgories.He expects them to 
deliver and he expects everybody down to 
the cleaners to take part. He wants people to take 
risks. “I’ll back you even ifit goes wrong.”

One of his biggest targets is the“them” culture. 
He had noticed that, whenever anything went
wrong at the BBQpeople blamed "them”.Therc is 
no “them”, he says; the BBC is ttr.There’s nobody 
out there stopping staff doing things; there’s only 
the people who work there. And he has his ydlow 
card,which is to be handed out at bad meetings. 
“Cut the crap,” it reads,“make it happen.”The top 
exccudvcs,he announces,have agreed to cut the 
number of meetings in half. Everybody dse must 
do the same. One employee from the regions 
prc&ces his question to I>yke with the words: 
“This is the most inspiring event I’ve ever seen at 
the BBC.”Like I said, this man’s on a rolL

I see him at work when we tour the offices and 
smdios of the new digital children’s chatmels. Hea ̂ aumon ana ne nates it. - smdios ofthe new digital children’s channels. He

CM day,I am m a studiWTelcvisien-eentre----sfaafceshandywdreveFybody^ R ;  rirerr”
to see I^ke deliver his boringly long speech. As if they didn’t knosv.He’s famous for this
w e n l^ in  T ĉVr»-ivr'DT> . r r  i f * i ♦]!ii3.ccyncss. It tncrc s 2 problcin. "with cleaning or 

-thcdifts,-hetalks to the cleaners or the lift men. 
Smdio eacecs show him some startling new

—  ̂ my PRminder if John Birt ever
i d  these events.“1fcs, but they never really 
wikcd.”Birt was sometimes persuaded to have 
“imprompm”meetings with staff, but only on the 
condition that questions were submitted two 
weeks in advance. And Dyke tells me that, at 
executive meetings, if anybody said anything too 

out oforder.theywere taken outside and told 
never to say it again.“It was just mad,” he says.

Tfou couldn’t have done this two years ago,” 
S3ys one executive as I sit down to interview 

^him with a single PR taking notes."Thcre’d 
have been apparatchiks in attendance.”

In the smdio,I>yke is introduced by the news . 
presenter Fiona Brace."We’vc got Greg,” she 
aimoimces.Thcy arc using the set of Johnny 
^nghans chat show.This is not Dyke’s natural 
habitat. He is more nervous than yesterday, less 
blokeish, and he is reading from an autocue. He 
goes through the BBC’s triumphs and tells the 
troops they are at a turning point.“Getting ratings 
isn t our only aim: we have a greater purpose

26

technology: a whole broadcast system in' a suitcase, 
and a studio light tiiat never gets hpt. He enthuSes * 
about everything they arc doing. If there’s a 
problem, he demands to know who’s causing it. 
He’s “a good bloke”, one of the lads.

We have lunch. It’s basically salad.“Good for my
dict,’’hc says gratefuUy.’Ttwas a shock to me,”he
says of his arrival at the BBC."I was unhappy with
the first year. It was just a difficult place to come. 
John [Bitt] did many things that were necessary 
but they were deeply resented. Nobody spent 
enough time getting the staff on side. Whether 
you could have got them on side, I don’t know. 
PIus,it’s an organisation of myths. There were so 
ir^ y  stories around, driving down morale."

Birt was,in fact, shuffled out with indecent
haste to make way for Dykc.”WelI, there was .
supposed to have been a long handover. But one of 
the reasons they made him a lord was to move him 
out faster. It was supposed to be a six-month 
handovcr.But it was difficult.” When he first got 
into the DG’s limo, he found a huge pile of
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documents about next day’s meetings that he was 
supposed to read that night.“I’ve never read that 
much in my entire life.., I was shocked by the 
amount of paperwork and meedngs. And 
everybody was writing reports, and they were all 
cover-your-arse reports. It took a year to stop 
them doing that.” His first days were back-to-back 
meetings and, in between, hundreds ofmessages 
he couldn’t answer. Going round the building was 
like embarking oij a royal tour —“You had to stop 
them getting the red carpet out. One department 
went out that morning and bought a tea set. I 
hope they washed it and took it bacLThey could 
have got their money back.”

It’s become a joke, but it wasn’t at the time, fat 
from it. Dyke admits he had a bad first year, but it 
was more Uke 18 months and according to firiends 
it was worse than bad, it was horrible. He couldn’t 
get a grip on the place or penetrate “the 
permafiost”, the vast regions of theJBBC that no 
top management decisions ever seemed to M->- 
crack. He insists he never considered resignation -  
“I’m not that kind of operator”-  but I know it 
was talked about.The upside was that he knew he 
could get the finances right. In February2000, the 
BBC was given a dream licence-fee setdement—
1.5% above inflation for the next seven years.

The problem with all public-sector finances is 
the same: everybody moans they haven’t got 
enough money and then proves it by 
overspending. So Dyke allocated all the Ucence- 
fee money for the duration of the setdement.
Then he threw in another ;£500m, which he 
would bring in through cost savings, notably by 
cutting Birt’s management bureaucracy. Sacking 
the consultants McKinsey saved &/8m a year. ^

But at least his dark night of the soul is over.
He’s on top of it and ready to think about the big 
issues, like society. He got in trouble last year for 
describing the BBC as “hideously white”,but he’s 
unrepentant.“London will be 40% non-wiiite by 
the end of the decade. You can’t have an all-white 
BBC: it just doesn’t make sense at all.” And he’s 
very conscious that, with his thick London accent, 
risque jokes and Sequent use of “f*»*”,he’s not the 
tiadirional model of the BBC boss. A lot of the 
campaigns against his appointment, he believes, 
were really fired by old-fashioned snobbery. He 
suffered.abovc all,finm his reputation as the man 
who savedTV-am by introducing Roland Rat.“In 
Amcrica,if you’d done vdut we did atTV-amyou 
would be heroes,but in Britain you’d never be a 

■ hero for that.There was a deep-rooted belief in 
parts of Britain that you could always make crap, 
cheap TV and game shows and people would 
watch it. It’s just not ttue any more.

I ‘The great thing about this country today is 
, that a lot of stratificarion has broken down and it’s 
possible to be a person who watches EastEnders, 
enjoys football, is a fan of opera and likes classical 
mudcThat plays nght into the BBC’s hands,

. because that’s what the BBC is.We do have 
problems, in the sense that we are an insritution in 

, an age that does not like institutions any more. 
One of the biggest problems,! suspecqis that we 
Uve in a political world, and I’m not sure many

Around 24% of total BBC revenue went on 
management costs under Birt. Dyke has now cut
that to 17%. He thinks he can go lower, maybe 
10%. Much of the present expansion of the BBC 
has been financed by this shift. .

The effect of the pre-allocarion and the 
deliberate overspend was to make it clear that 
there was no more money to be wheedled out of 
the DG. Departments could do what they liked, 
knowing their budgets, but they couldn’t ask for 
more.“I had to convince the whole place that 
there was no slush fond sitdng herel’That may be 
sOibut the BBC is still not behaving like a lean.fit 
oiganisation. Launches for big new shows are 
always glitey, expensive events with champagne 
and costly canapes.There’s sdll a suspicious 
amount of BBC executive dining at Londons Ivy 
restaurant.The new offices—especially ofBBC4 — 
are pricey slices of state-ofithe-art corporate 
design. Dyke may think he’s on top of the '
spending. It’s hard to be convinced.

pdlidcians aie that much in touch with the public.”
. Dyke’s project now is to galvaiuse the BBC, 

j melt the permafiost and ensure it exploits its 
• current dominance.His bigintemal problem is 

that,as one scepdeal executive explained,he may 
not have the in-house talent:“He’s got to produce 
four big television events in every sector every 
year to justify the BBC’s posidon.”This explains 
his creativity drive. He knows that Walking with 

. Dinosaurs, andThe Blue Planet—the two biggest 
and most characteristically BBC hits—ate just the 
beginning. He’s got to repeat such successes again 
and again.The target is to retain a 30% audience 

,.sh ^  by the end of the decade, when the nation 
will be almost entirely digital and the airwaves 
will be awash with competing channels.“At least 
if we get 30%,”he says,“rTV will have 15-20%, ,
Chaimcl 4 will have 5%, and the rest, 50%.”

His big external problem is that ITVdoesn’t 
like these figures one bit, and is now lobbying 
furiously against the BBC’s near-monopoly power. 
David Liddiment,ITV’s director ofprogtammlpg, 
has attacked the BBC as “a nakedly commercial ' 
bcast”.The two big ITV companies -  Granada and 
Carlton — fnust.in spite of their well-publicised 
difficulties, one day mergc.Thcy may then be 
taken over by a global player, and the BBC wiU 
be up agaiiut real money.

27
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Then there are the politicians. Dyke says there 
. arc MPs on both sides of the house who want to 
privatise parts of the BBC. He knows the pressures 
involved-notably the ITV argument that the 
BBC so badly distorts the broadcasting market, it 
makes it impossible for Britain to grow a big 
media player in the independent sector. Backroom 
briefings fiorn the commercial bosses have 
recendy led to a wave of anti-BBC press stories- - 
that have piled bn the pressure. .

Dyke is not alone in facing these problems.
■ There’s also Gavyn Davies,BBC chairman. He is 
not a bloke, he’s an economist. One rising BBC . 
exec remarked that “Economists arc people 
without the imagination to’become accountants.’’ 
This is generally true but probably unfiir in 
Davies’s case. He is as unlike Dyke as it is possible 
to be. Physically he is softly fleshy, as opposed to 
the compacted bulk of the DG, though his hands 
are strikingly delicate. He speaks s o ^  and . 
carcfiiUy,in contrast to the DG’s sudden outbursts, 
and he has a very noncommittal beard. Instead of 
Dyke’s fluent mateyness; there is a weirdly 
strangulated speech pattern.Davies.like Dyke,has 
suffered badly fiom the accusation that he is a 
new-̂ Labour crony and is close to Blair and 
Brown. Some say he’s not quite close enough: was 
he, for example, given the BBC job just to console 
him for not becoming governor of die Bank of 
England, a role he was promised by Brown?

‘ Nevcrtheless.it seems reasonable to ask him 
whose crony he is. Reasonable to me,but not to 
Davies. “I am not anybody’s Crony, and fiankly 
I’m not willing to sit here and be interviewed as 
if Iwas applying for the job.” Okay.so, unlike 

■^ykerhe’s louchy."If people say my previous links 
with Tony Blair and Gordon Brown make me 
unsuitable, I would emphatically reject that. 
Virtually all chairrnen bfcBeBBCThave Eadkhown 
political views and they leave those views outside 
this organisation. What matters is that you stand 
for the best of what this organisation stands for."

Davies is also unlike Dyke—and almost 
everybody else in the BBC—in that he won’t hear 
a word against Birt.“What I am certain of is 
that,under theJohnBirt period, this organisation 
became enormously more efficient and more

rimc.s
2002

competitive. I did a funding review that looked at 
the efficiency and productivity of the BBC in the 
late ’80s. It was a flabby, indulgent and inefficient 
place. Margate tThatcher’s complaints were 
justified, and John changed that over a decade.

"The criticisms John is getting arc really unfair. 
Likeallofus,hehasstrongpointsandweak 
points.But at the moment, the media seem to have 
a^tch-hunt mentality about John. I really do 
think it’s unfair.The fact tlut Greg and I can sit 

' here today leading an organisation which is .
structurally correct, has the correct channel 
structure and online presence and the right radio 
stnicture,isdown to JohnBirt.”

I phone Dyke at home to try those out on 
him.“So you agree with Gavyn that Birt 
did some very good and necessary things?”

There is a significant pause."Er...Yes.”
If Dyke is the doer, Davies is the theorist; if 

Dyke is emotionally attached to the BBC, Davies’s 
commitment is intellectual. He believes 
broadcasting is an industry that cannot be left to 
the fee market, it suflers fern “markc t failure”.

“The UK has 250 commercial radio stations, all 
ofvriiich provide the same things—well, that’s 
unfair to Classic FM. I think the core purpose of 
the BBC is to provide a different type of 
programme, and that is more true now than it 
has ever been. I think there is a market fidlurc

in education, and I think the same about 
broadcasting. It may be one day that the market 

. has developed in such a way that it makes the 
BBC redundant,but I don’t think we’re anywhere 
near even contemplating that possibility?’

--------Markerfaflure meatiiTthat commercial
broadcasters tend to converge on one type of 
output—pop music on radio, game shows, nuts’n’ 
sluts, soaps on television. Furtherrhore, they tend '  
to converge on American matcrial.Themi^tof 
the US media giants is such that they could easily 
fill the world’s broadcast systems—and, 
increasingly, they do.Both Dyke and Davies are 
convinced that this can only be resisted by a 
regulatory system that ensures the production of 
indigenous ptogr3mming.“Other countries 
would be very lucky if they could achieve 
something like the BBC,” says Davies."Wb arc 
very lucky to have this anomalous broadcasting 
system that remains independent of government. 
We've never been the state broadcaster. If we’d 
lost our independence, we’d never have retained 
the place we have in popular esteem... I've.been 
to lots of public meetings and I’ve asked if people 
thcywouldsavc theirlicencefceandgivcup 
everything the BBC has had to offer. Nobody has 
ever answered yes to that question.”
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The problem with this argument is that, chough both Dyke and Davies were righdy seen as
market fidJute may justify some kind of
broadcasting protected &om commercial 
degradation, that just may entail having one 
television and one radio channel. It does not 
necessarily entail a gilded monster like the BBC. 
The answer to that is: it works, we’ve got it, people 
like and trust all sorts of diflercnt bits of the BBC, 
so -wdiy fix it if it isn’t broken?

The mantra flows smoothly down through the 
organisation.’ ‘To me,” says Jenny Abramsky, head 
of radio,“thc BBC dehvers quality, it delivers 
things that, if it vrasift there, wouldn’t be there.” 

‘Tn aworld of second-hand sources of 
information,” says Richard Sambrook,head of 
news,‘*a big,publicly funded corporation that 
says,‘We’U be there and we’ll report it first-hand’-  
well, the commercial sector here and in the States 
can’t do that, it can’t sustain it.”

"It’s important,” says Alan Yentob,now the 
creative boss of a new drama, children’s and 
entertainment division,“to allow the BBC to 
deliver on its indigenous role, to bring together 
British people with a British perspective and get 
the very best programming.”

.Md here’s Roly Keating, controller of BBC4: 
“There’s still a long way to go. It’s a huge,ba^y; 
complex organisation. For it to really come 
together,it will take longer. Greg has the 
willingness to do that -  to gets diferent bits of the 
BBC working together.The sense of what we can 
achieve is awesome. Let?s not just play these litde 
ehoids,and play the really big chord and make the 
wdiole thing sound together.”

suspidous. Pohtically, they both need watching 
very carefiiUy indeed—not necessarily because 
they will be biased, but because they might cave in 
when the heat is on. And, as my breakfast pal told 
me,“If the staff of the BBC were the British 
electorate. Labour would never be out of power.”

This is felt most acutely in news. Last 
November, the BBC started a big review of news 
in the wake of the poor turnout in the election 
and declining news audiences. Davies has made it 
dear that he doesn’t think it’s the BBC’s job to 
make people vote, butitis the BBC’s job to keep 
up news ratings.The research found that 40% of 
the population is “disengaged” from Westminster 
politics, and that under-45s watched 25% less 
news than ovcr-45s.“We have to find a new 
approach to politics,” says Sambrook."We've fallen 
too dghdy in league with Westminster.Pepple arc 
passionately interested in issues, but they arc not 
interested in piemres of an empty House of , 
Commons.” It was thoughts like this that led to the 
dumbing-down chargcs.BBC Westminster staff 
and their MP pals had almost certainly conspired 
to thwart changes that would have downgraded 
their importance, by leaking to the press.

In fact, I don’t think Westminster is the 
problem.The teal mrn-oQs arc the interminably 
unrcvcaling, combative interviews that now pass
for political coveragc.This is not solely the 
broadcasters’ fault. Politicians are now so tightly 
briefed to say only what they want to say that .
interviewers have no choice but to take them on. 
There’s never any real discussion.“John

_____ ^-HumphrysandJeremy^Paxmambetheastavery
“thenrall on side.'’The place has relaxed a bit,” says 
Sambrook.“One of the first things Greg said was 
about making great programmes.There was a huge 
sigh of relief — this was someone who recognised
that’s what most people in the BBC wanted to do.” 

They are all ri^ t, but everything would 
collapse if the BBC lost its independence fiom 
govenment and became the state broadcaster. 
This has always been a threat because of the 
peculiar constitution of the organisation—for 
example,it has to rely on government to rubber- 
stamp allits new channel plans.And in spite of 
Davies’s protestations, the threat has become more 
serious recendy because of the Blair 
administration’s pathological obsession with 
presentation. In that context, the appointments of

long shadow,” says Sambrook.“Actually,bcyond 
those two, there isn’t anybody who approaches it
in quite the same wayl’ ------

Newsisacritical-perhapstAecridcal-BBC 
acOvity.Bothathomeandabroad,itiswhat . 
is most disdnedve about the brand,and is central 
to the corporadon’s idendty as a public-service 
broadcaster. But its posidon is perpetually 
unstable, now more than ever. Dyke wants ratings 
and news doesn’t provide them, so it will tend to 
be squeezed in the schedules. News is also very 
expensive. And polidcally, nevvs has to walk 
several tightropes, tryit^ to be neutral without 
being dull,and constandy fending off or, even 
worse, welcoming the attentions of the 
govermnent of the day.
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On top of that. Dyke doesn’t like the leaky, 
resdess dissidence of news. And especially doesn’t 
like the fact thata straightforward news c^k-up 
resulted in a story suggesting links between Oryx, 
an A&ican diamond-mining firm, and Al-Qaeda. 
This could result in one of the biggest libel 
setdements in history: Oryx is going for <£6m. • 
“Incandesccnt”was one of the milder terms for 
his mood when this landed on his desk.“Ncws 
doesn’t agree,” became a joke between Dyke and 
me because news is a problem in his brave new, 
oit-the-crap world.Thr ncv.i baliAcing act has  ̂
become more fiercely complex than ever.

But it’s all more fiercely complex than ever.
“What docs the BBC do?” is not a question that is 
easily answered in a climate of convergent or 
possibly divergent forms of communicadon.
Future use of technology is uncertain, and the 
BBC could perfccdy well be gctdng it all M~y 
wiong. It wasn't long ago, for example, that people 
were forecasting diat the BBC would have 
abandoned radio by 2000 as television took over. 
“There was a genuine belief in the 1970s and 80s,” 
^*Abramsky,“that radio would inevitably die 
out... It developed in radio a siege mentality: every 
initiative had a defensive attitude atoUhd it.”

BBC radio is now stronger than evcr.Though
its share of the fimding cake has been dropping—

. it now spends 19% of the licence fee -its 
audiences have been rising. In spite of all the 
fbrecasts.youngpeople are listening to more 
radio.Andjfor crcdibiliiy with the government 
and to satisfy its own right-on credentials, 
the BBC is very keen on young audiences.Too 
keen, in fact, since youth is already so well 
served. Btit BBC3—the new digital chaimd ' 
awaiting approval firom the culnire secretary,Tessa
Jowell,at the time ofgoing to press-is aimed ■

. Atyouth.And-the-nesv digital radio station, IXtra, 
is to be launched in the summer to provide 
‘cutting-edge uiban black music”.

Now, having kept its role in radio and TV, the 
BBC is expanding a^tessivcly into “new media”
-  the brave newworld of interactivity and 
coimectivity.Lord Bjeith’s statement of purpose— 
to inform, educate and entertain—has been 
modified by Dyke. It nowreads;“To educate, 
inform, entertain and connect.”This means the 
BBC has to get out thcre.“I think we’ve got a very 
important role,” says Ashley Highfield, head of 
BBCi, the new-technology operadon.“If w-c 
didn’t do it, tiiere’d be a dearth of good British 
content on the separate platform?.” Highfield is 
leading vdiat he expects to be a long and deep 
decline in “linear” broadcasting. Except for live 
events, he thinks there will soon be no reason for 
people to be enslaved by the schedules. Channels 
will become buckets” of programmes into which 
we can dip rather than schedules wc must obey. 
“Wc’vc got to start denting‘appointmentTV’.”

rimes
2002 ,

And so, since last Wimbledon, when digital 
viewers could watch any number of games; the 
BBC has become market leader in interactivity, as 
it intends to in internet services. It has done a 
telecommunications deal that should mean BBC 
technology and content drive the third generation 
of permanendy connected mobile devices.The 
trick then will be finding ways of guiding people 
through the mass of content. Just as now the net 
tends to drive you back to the big American 
players like Amazon, Microsoft and AOL.so in the 
future you will be pushed towards the BBC.

Highfield is even working on putting pictures 
on digital radio. Instead of the blue screen you get 
when you listen to radio through youcsatellitc- 
connected TV.you get movingimages. Dyke was 
sceptical-“That’s f»»»ingTV,isn’t it?”he said.

This all means marketing and branding,and 
that means Andrew Duncan, head of marketing 
and communications, who was brought in fi»m 
Unilever.In appearance alone he is.pcrhaps, 
the most vivid demonstration of the new mood. 
Whereas Yentob’s expensive black suits and 
T-shirts were once the grooviest thing in the 
upper echelons, now it is Duncan’s jeans, sneakers 
arid floppy tops.Though 39, he looks 19.But 
does the BBC need marketing? Should public 
money be spent on selli^ rather than just 
doing? “Actually, that debate is over,” he says., 
“Int^ectuallywc’ve got over the hurdle of 
vdiethcr the BBC wants marketing. Greg knew 
it mattered but he didn’t understand. I think 
the biggest single thing now is about real focus on 
the audiences. For rnc it’s much more .

'I fiiTifhmcn&lAan-aBdieBe&tescarclirAflotof
public-service oi^?nisations have lost sight of 
the &ct that they have to serve the public.
Somehow-theyget-eaughtupan politics and
accountability.The most successful companies in 
the world all have a strong focus oh customers.
The BBC has always been lacking in that area.” 

Duncan,likc many others at the BBC,regrets 
that they did not get the two big bits from ITV 
and Channel 4;Pop Idol, and BigBrother.This is 
an important point.The Blue Planet may spring 
fiom the BBC’s heartland. But if it is to retain 
market share, it must also go for the big down­
market programmes, and it is simply not as good 
at this as ITV.And as ITV is squeezed, it is certain 
to come up with more such ratings-grabbcrs.The 
trick will be to fight this war without losing all
crcdibility.'The other trick will be to reinforce 
identity.Duncan sees the BBC as suffering from 
“negative synergy”-? the whole is seen as less than 
the sum of its parts. People who love Radio 3 are 
not necessarily crazy about BBCI, and don’t see 
them as part of the same thing. Duncan wants
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to join things up better”. Logos will appear 
everywhere, notably on a new poster campaign 
that will be dominated by the letters “BBC” but 

■ ■ will advertise all kinds of programming. The BBC 
is on a roll and it wants to biagabout it.

But there is something wrong, possibly 
seriously wrong. Obvious evidence of this came 
not long after I interviewed Davies. He made a 
massively ill-judged speech, saying those critics 
vdio charged the BBC with dumbing down were 
all white middle-class southerners.Even the old 
lefties, who should have supported him, didn’t. In 

. • fact, the BBC does have a slight demographic 
problem with racial minorities and a slight north- 
south divide.Butyou deal with that;you don’t 
shout about it, and you certainly don’t abuse 
another massive sector of society. Dyke learnt his 
lesson about this kind of thing after his “hideously 
white comment.Davies should haveileamrirjaao. .

Tutthermore, die BBC walked into a glaringly 
obvious trap over its coverage of the deadi of the 
Queen Mother. Lack of enthusiasm and 
uncertainty was clear ftom the beginning and, 
fired by ITV lobbyists, the critics zeroed in for the 
killJ\gain,thiiwasstupidity.ThcBBChad 
allowed the antimonarchist, soft-left agenda ofits 
own staff to lead it into a tactical error. Whatever 
ite people thought, it should have smothered the 
occasion in unquestioning coverage, to avoid the

msy but very damaging sniping that its half­
hearted coverage inspired-.

Such gross errors cast doubt on the BB C’s 
ability to sustain a convincing broad, popular 
identity.They also raise questions about exactly'

gets the strongest feeh'ng that the BBC is 
primarily accountable to the sensibilities ofits 

. ...own staff and itsjwo Labour chiefs.’They have to 
convince me and everybody else that that is not 
me case. If they can’t create a clear identity and 
detnortstrate real accountability, then they can’t, in 
the long run,justify the BBC’s existence.

At the mornent the justification is a conflicting 
of rhetoric from Davies and Etyke. Etyke savs 

It s all about energy and creativity. Davies speaks'in 
the economist’s language of market failurc.These 
are, however much they may deny it, two different 
things and imply two different strategics.

But everyboity is agreed that justification is 
not to be found in the management babble 
of the Birt years. BBC executives, led by 
Yentob. have rccendy been touring the most 
groovily fashionable companicsin America-
Southî stAirlines.Ritz-Carlton,CiscoSystems

to imbibe the new language of leadership 
as opposed to management. It might still be 
babble, but it’s the new babble.

No, theBBC’sjustificarion must be something 
else, something to do with identity, wdth 
nation^ purpose,svith seeing things as good in 
themselves, something to do vrith Yentob’s

rime.s
2002 ■
view that “the BBC has to have a share of hearts 
and minds”. Such things arc easily lost in the 
jargon of economists..

As I left my interview with Davies, he said:“I 
look forward to the output.”

“It’s not output,” I replied,“it’s writing.” I.dorit 
think he understood. '

But, as I started with him, I should end with 
Dyke.As Fiona Bruce said, we’ve got Greg. He’s 
the issue. I,in common with almost everybody 
who meets him,like him.He’s clever and, beneath 
the heavy blokeishness, thoughtfiil.He’ll 
constandy be in trouble, mainly because he shoots 
from the hip and often hits his foot.

He knows that the BBC, for all its power and 
■ might, is unstable. It has potent enemies . 
within and without. His motto is “one BB C”, 
but he knows that ideal unity is still far qff. 
But,after a hellish induction process, he now 
thinks he khows how to get there.

But the enemies are massing. ITV is bitter and 
busily whispering in the cars of journalists and 
politicians.The BBC’s very success is now being 
tised against it. It is said to be a dangerous 
monopoly, a market-killer, a dumber-down. 
Davies’s spgcch gave them more aimmunition.Thc 
next few years arc critical to the BBC’s survival. It 
is time,as Dyke knows, to shut up and deliver. But 
can they,in the last analysis, cut the crap? ■
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C h a n n e l  5  c o m e s  a l i v e
Astute programming and a 
Communications Bill have 
transformed the station’s 

fortunes, writes Damian Reece
H ow could any tele­

vision station which 
relied for its ratings 
on a naked Keith 

Chpgwin hosting a jungle 
game show seriously hope to 
•survive?

But Channel 5, the broad­
caster launched on the found- 
'ing principles of the three Fs — 
’football, films and fornication 
— has soaring advertising reve- 
'nues, booming audiences and 
a new-found reputation for 
success that ITV, its main com­
mercial rival, would die for.

Valued by analysts at 
£7S0m, Chaiuiel 5, once the 
village idiot of terrestrial tele­
vision, now finds itself the 
sougfit'afler marriage partner 

■̂ fevery-TV-mogul"an ’ 
paper proprietor around, with 
Rupert Murdoch heading the 
qiiene.

Thanks to the publication 
last week of the Government’s 
.draft Communications Bill, 
which suggests axing restric­
tions that stop UK newspaper 
owners and non-EU investors 

,controlling terrestrial TV 
■stations, Chatmel 5 is now the 
real thing.
- With Cbatmel 4 under state 
ownership and ITV still out of 
■the reach of Murdoch even 
. under the proposed new rules, 
Channel 5 is the biggest drip in 
play for the major̂ areholder 
■ hi BSkyB.
. Channel 5’s owners, RTL of 
Germany and Lord Hollick’s 
' United News and Media, look 
- like striking it rich should they 
choose to sell. Channel 5 might

even turn, a profit next year, 
according to some analysts, 
well ahead of its business plan. 

•. “We will outperform the 
..market by around 20 per cent 
,this year on advertising reve- 
.nues,” says Nick Milligan, 
/Channel 5’s deputy chief 
executive. ■
■ But Chatmel 5 is incteas- 
in̂ y valuable, mainly to Mur- 
do^ not just because of its 
unproved performance. U rep- 

.resents a imique chance for 
Mutdodi to showcase his pre- 
.mium pay-TV, such as 
BSkyB’s Fretniership football, 
to a new audience.

As the fifth and final terres­
trial TV station, Chaimel 5 is in 
■a unique position to buUd a
i;uiuiixcKuittif iKcc-lu*mr XV
brand with a mass audience to 
compete with flV and delivec 
Murdoch access to the 45 to SO

per cent of homes that have yet 
to succumb to pay TV. '

The'planned analogue 
switch-oSposes some threat to 
Chatmel 5, given the apathy 
showii by people in taking up 
digital television, but this is the 
same threat faced by all terres­
trial broadcasters.

As programming has 
improved at Channel 5 audiV 
cnees and advertisers have 
been drawn to the emerging 
brand. At launch in March 
■1997, ihe station had just 5 per 
cent of male viewers aged 16 to 
34, a high-spending market 
advertisers drool over. ITV had 
M per cent
ij Now, nV’s penetration of 
the lads’ market has crashed to

33.per cent while Channel 6 I 
has doubled its share to 10 per I 
cent For adults as a whole, ITV I 
had 61 per cent five years ago, | 
while Channel 5 had just 4 per / 
cent Now ITV Is down to 44| 
per cent but Channel 5 canl 
i boast 11 per cenL I

Better quality audiences aig 
being attracted to Charmel 5 by 
better quality programmes. 
Kevin Lygo has Iraen. hired 
horn CSiaimel 4 to oversee arts 
coverage, with his pro­
grammes shown at 7pm, such 
as last Friday night’s 30-min­
ute preview of Tate Modem’s 
Matisse Picasso exhibition.

Money has been pumped 
into popular documentaries 
such as The Most Evd Mm in 
History and Why Pilots Eject, 
which are getting audiences of 
Im to 2m at 8pm. These view­
ers are then encouraged to 

~stidi around at 9pm because 
Channel 5 has bought the 
rights to show hit films such as 
Independence Day. The station 
has stolen Home & Away, the 
Australian soap, from ITV and 
scheduled it in front of its pre­
viously troubled home-made 
soap, A Family Affair, which 
now pulls I'lm viewers com­
pared with 400,000 before 
Home & Away arrived.

In sport it has,picked off 
loose assets such as England 
away games (the Albania Gbc- 
hire last year got 7m viewers), 
plus a lot of US sports.

“Channel 5 has improved 1 
think to impreu advertisers 
before audiences and I think 
It’s worked,” says Andrew

Walsh, media analyst at Al­
lium Partners.

Programming budgets have 
been boosted. by advertising 
revenues which have gone 
from C83m in its first year to an 
expected C220m this year plus 
C7m revenues. frotn various 
sponsorship deals. All this! 
means that Channel 5 will take/ 
7‘5 per cent of total television 
revenue this year, against 4 per 
centatlaunui. |

But will all these impressive 
numbers mean Rupert Mur­
doch will make a bid? Any 
buyer needs a willing seller 
and RTL, with a 65 per cent 
slake, is (ar from certain to 
want to sell. It may yet con­
sider' biWing for Carlton or 
Granada, *r tVen both, as ihe 
bigger prize in British TV.

But most analysis believe 
RTL will wait for Carlton and 
Granada to merge before mak­
ing a move, and with some 
analysts worried that ITV may 
be suffering a secular decline 
in its fortunes, a bid for the 
companies is far from certain.

A question also remains ss 
to whether RTL would be 
allowed to own both ITV and 
Chatuiel 5. It could instead 
bring BSkyff onto the Channel 
5 share register if Rollick is 
willing to sell some or all of 

’ UBM's stake.
The Germans could find 

partnering BSkyB a mote 
attractive option than selling 
out altogether while Murdoch 
could still achieve his aims for 
BSkyB as a substantial minor­
ity holder. .
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W i l l  H o l l i c k  
s e l l  h i s  s t a k e  

i n  C h a n n e l  5 ?
By Tim llirner

L  OiElD HOLLICK’S United Business 
Media is understood to be ready 
to sell its 35-per-cent stake in 
Channel 5 to Rupert Murdoch for 
£ 2 1 0  million -  valuing the TV 
company at £600million. Such a 

move would be likely to precipitate a flill sale of 
the station, with RTL< -  owner of the remaining 
65 per cent stake —effectively forced into a sale.

The dramatic deal would be the first '
consequence of last weel^s draft Commun­
ications Bill, in which the Government laid out 
plans to loosen the laws on media ownership. 
The B ill has sent the entire industry into a spin, 
with every major player ready to become a 
predator -  or fearing it  may be prey.

Among the major legislative Ganges 
proposed, which are expected to go on to the 
statute book next year; the ban on foreign 
companies owning a single IT V  or radio station 

-^11-be-liftedrwhile-Murdoeh-has-been-given the
go-abead to make a 
play for Channel 5 -  
despite still being
barred from taldng-a-----
stake in a single ITV  
station.

The Bill also 
proposes to lift the 
restrictions on jo int 
ownership of IV  and 
radio stations, and the 

.ban on owning m ore. 
than one commercial 
licence. But within 
hours of the draft bill 
being released on 
IViesday, executives 
from Lord Hollick’s _ 
United Business Media 
were understood to be 
planning negotiations 
with Murdoch.

Lord Hollick’s m tup  
has been affected by

falling advertising revenues and over-exposure 
to the US market.

It  is thought Murdoch w ill try  to persuade 
RTX. -  Europe’s biggest &ee-to-air broadcaster • 
-  that by letting go of its 65-per-cent stake, the 
company, backed by German media giant 
Bertelsmann, can have a huge role in bidding 
for a single ITV operator. .

City analysts are valuing Channel 5 at 
between £500 million and £800million. Sources 
suggest Murdoch may be forced into paying 
RTL around £100 million as a “premium” above 
any agreed price -  by way of an incentive to let 
go of the station and have extra flinds to make a 
bid for ITV. .

Executives at BSkyB are already drawing up 
d e ta il^  plans to integrate the five-year-old 
broadcaster into the Murdoch empire. But with 
the Communications Bill not likely to be ratified 
before next year in Parliament, Murdoch toces 
competition from other publishers eager to get 
hold of the company.

Lord Rothermere’s Daily M ail & General |
“Ttusl wouldbe a uaituraLpredatoR-fiut-insiders— 
say the group’s near £1 billion of debt means 
Rothermere’s hands are tied -  unless he goes 
for a rights issue to raise cash. Trinity M irror is 
alsd'thott^t to be casting a financial slide-rule 
over the company. However, the key to any sale - 
is likely to be the speed with which a buyer 
could get their offer together.

HOLUCK: Roady to 
k lu  *tako goodbye
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S O U N D I N G  O F F

K a th r y n F le t t
1 '

i  ^ i

w e
r n u s t  s t o p  
t r e a t i n g

ACCORDING TO the Broad- its. Of co'urseri saw miich" 
casting Standards Cominis- m u c h  scarier things than
sion, television soaps are far 
‘too violent and salacious’, 
tackling sensational issues 
such as rape, aborUon, 
domestic violence, murder, 
prostitution and drug abuse 
w ith a bit much in  the Way 
of gritty post-watershed 
verisimilitude_____  __

Citing the trials of L ittle  
Mo Slater, beaten up (for a 
Christmas ratjhgs^winherj 
imt^)-by-heirev^-rd’mg 
hubbie,'li'evor,thecommis- 
sion, in  true Nanny Knows 
Best tradition, wonders if  a 
little  lif^ t domestic violence 
before ■ Harry Potter and 
l i^ ts  out is. necessarily the 
key to ahaippy. healthy, well- 
balanced childhood. And on

scarier _ 
this in  real life, but that’s not 
re ^ y  the point: thme was, 
then, a sense that too much 
•real life ’ on T V  might be 
some kind of violation pf the 
unwritten code of childhood.

The problem is that these 
days we still feel the same .

-^lestalghrandidealis^Gcivay— Janlne is aeiung ner Dody to

expect to be charged, with the 
responsibility of guarding 
our godless morals and guid­
ing us through the modern 
consmnerist minefield, nor 
should ‘they’ be expected to 

. protect our off­
spring from soak­
ing everything up 
much tod fast and 
fartooyoimg.

Bottom line:
, take respdnsibil- 
'■ ity  for your own

TV. W hile • I  
wouldn’t'particu- 
larly like to be in  
the position of 
having a seven­

s yeat-old ask me: 
'What’s a  back­
street- ab.ortidn, 
Muminy?’. (see 

. last .vyepk’s E q s t-  
E n d er^X  I ’d only 

' .have- m yself"'tb 
blaine if  a .ch ild , 
were, watching it  
in  the first jilatfe.

; . -.And . * though 
there is probably never a 
‘right’ tim e to be discussing 
prebistorically unenlight­
ened approaches to abortion 
with a seven-year-old (or, 
come to that, wliy Little Mo’s 
husband keeps grabbingher 
hair and bashing her head on 
the Wtchen table, or how it  is 
that the unlovable teenager

• credits that keeps a child 
awake and scared at night, 
but the faces of those grown­

. ups they know and love act­
' ingout their own fears and/ 

orinsecmities.
StiU, whether or not the 

soaps really are glorying in  
ratings-grabbing prime-time 
gore arid gloom and breeding 
generations of vicarious 
emotional thrill-seekers is a 
debatable point. .

But even if  you think that, 
yes, on balance, they proba­
bly are and that it  should 
really stop, I  can assure you 
( if  not reassure you) that it 
won’t stop in  the foreseeable 
future.’

Accepting this fact w ill 
almost certainly be the first 
successful step towards 
le'am ingtolivevirittiit,notto 
mention teachingMds notto, 
be scared of what’s on-sareen. 

. As Kylie once wisely 
reminded us when we were 
a ll considerably younger! bet­

’ te r the devil you know,

about the purity and sanctity 
df childhood (though w^hh 
childhood was thus escapes 
me), except that, patentiy, 
it’s riot the I96(fe amymprei^ 
just the same w ay that Wili 
can no longer ei^ject, or eveh' 
hope for, cradle-to.-grav§:/ 
healthcare, social-securityV 
benefits and job security, so 
we probably need to ' 
acknowledge that living in

the face of it , it  appears, to ' faster, more furious, deeply 
have apotot. When! iVas still complex, and considerably
anipper in rinjdefig^s, the
scariest thlngl.evef saw On 
TV- the h o rro r, th e  h 6 ^ r -  
w a s to t pointy, alieniac^ §t 
the of the'Smr c r^ :

scaner'.times calls for an 
entirely different approaph.

Face it, tiie  proverbial old 
‘they’ (a nanny state,' ari 
Auntie Beeb, whoever) can’t

pay for her cocaine habit), 
perhaps having this conver- 
sationis infinitely-preferable 
to that same seyen-year-old 

I than witnessing the real 
i thing, live and uncut, pre­
watershed andright there in  
their own living-room, hap­
pening to people they know..

Kids can cope \rith  the 
‘right’ kind of being scare d. 
And, for the most part, kids 

i.know that the scary stuff on 
TV may force them to 'squeal 

• and peer through their fin- 
.gers at the screen, but that 
itfs also make-believe. A fter 
ail, Ifs  rarely the pointy 
alien face at the end of the
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Labour's new watchdog is no solution for the press or for broadcasters, say Observer commentators

For local papers the 
future is already here
P ete r P resto n
T H E  B IG  h e a d lin e s  o f th e  
w eek, o f co u rse , b e lo ng e d  to  
R u p e rt M u rd o c h . W o u ld  
Tessa Jow e lT s  d re & |^ m m u - 
n ic a tio n s  B ill m a k e ^ m  m as­
te r  o f th e  m e d ia  w o rld ?  
(A n sw e r: T a ke  F ive ).

B u t l it t le  hea d lin e s ca n  m at­
te r ju s t as m u ch . W h a t a to u t 
th e  Peterborough Herald & 
Post (n o t to  m e n tio n  th e  East 
Northants Herald &Post and 

. th e  Stamford HiraM & Post)! 
S m a ll p a p e rs ; b ig , b ig  is su e . 
A n d  a ta le  o f tw o  m in is tr ie s .

W h ile  J o w e ll, a t C u ltu re , 
M ed ia  an d  S p o rt, w as s u c k in g  
h e r fin a l p e n c il o v e r th e  w o n ­
d e rs  o f T ig h t to u c h ’ m e d ia  
re g u la tio n , M e la n ie  Jo h n so n , 
a t T ra d e  a n d  In d u s try , w as 
b lo c jd n g  T r in ity  M ir ro r ’s sa le  
o f th e  fo u r  Herald & Posts to  
th e  J o h n s to n  P ress a fte r

s c ru tin y , A  £16 m illio n  d e a l 
in v o lv in g  se v e ra l m o re  T r in ­
ity  M ir ro r  t it le s  is  d u ly  s ta lle d  
because i t  n o  lo n g e r seem s to  
m ake  sense.

J o h n s o n , m e a n w h ile , w as 
g o in g  fu r th e r. She w as a sk in g  
th e ' D ire c to r  G e n e ra l o f  F a ir  
T ra d in g  to  in v e s tig a te  th e  
'im p lic a tio n s  o f lo c a l concen­
tra tio n  in  th e  o w n e rs h ip  o f 
re g io n a l a n d  lo c a l t it le s  i f  con­
s o lid a tio n  in  th e  in d u s try  is  to  
c o n tin u e ’. W as B r ita in , she  
in q u ire d , in  d a n g e r o f becom ­
in g  ju s t a s e rie s  o f ca rve -u p s  
b e tw e e n  in c re a s in g ly  d o m i­
n a n t g roups?  .

T h e re ’s a  c e rta in  W h ite h a ll 
p o ttin e S s to  a ll o f ttS s . J o w e ll 
and  P a tric ia  H e w itt a t th e  D U

a re  supposed to  be  C a b in e t 
co lleagues w o rk in g  fo r 
change to  a  co m m o n  e n d . 
O ne o f th o se  changes is  a 
m o re  re la xe d  a n d  s e n s ib le  
a p p ro a ch  to  n e w sp ap e r 
m e rg e r p o lic y , w h ic h  n o w  
d ic ta te s  th a t G a n n e tt o f  th e  
U S can  becom e o n e  o f 
B r ita in ’s b ig  th re e  new spaper 
o w n e rs  (because i t ’s a n e w ­
co m e r, fro m  o v e r th e re ), 
w h ile  e x is tin g  p la ye rs  su ch  as 
T r in ity  M r r o r  a n d  J o h n s to n  
P ress m u s t p le a d  and  fu m e .

T h e  d ra ft B il l  co n d e m n s 
'o u td a te d ’ re g u la tio ii a n d  ‘in ­
fle x ib le ’ p o lic y  im p le m e n ta ­
tio n , an d  recom m ends ta k in g  
m a n y  sm a ll p a p e rs  o u t o f th e  
re g im e  e n tire ly .

B u t th is  lig h t to u c h  com es 
w ith  s tic k y  fin g e rs . H o w  can 
one , w e a v in g  be tw een  J o w e ll

th in g  b e tte r?  I t ’ s e a s ily  done. 
A ll y o u  n eed  is  a  l i t t le  h o n ­
e s ty  a b o u t w h a t’s  th e re  n o w .

T n fa c fr th e  fu tu re  Joh n so n  
fe a rs  is  a lre a d y  h e re . In d e ­
p e n d e n t lo c a l p a p e rs , o w n e d  
o u ts id e  th e  b ig  c h a in s , a re  
b e co m in g  ra re . T r in it y  M ir ­
ro r , Jo h n s to n , A ssoc ia ted  and 
G a n n e tt ru le  th e  ro o s t (w ith  
m e d iu m -s ize  p la y e rs  s u c h  as 
th e  G u a rd ia n  M e d ia  G ro u p  
fa r  b e h in d ). A n d . o f co u rse , 
i t ’s a de facto ca rve -up .

L o c a l m o n o p o ly  d o e sn ’ t  
m e re ly  w o rk : i t  is  th e  o n ly  
w a y . W h a t s h o u ld  th e  com m ­
is s io n  m a ke  o f  th a t?  'The 
a n sw e rs  com e u n d e r tw o  
h e a d in g s : com m erce  and  
d e m o cra cy . I f  m o n o p o ly

m eans a d v e rtis in g  ra te s  in  a n  
a rea  a re  b e in g  s h a m e le ss ly  
ra is e d  a n d  m ilk e d , th a t is  
cause  fo r  c o n ce rn . B u t th e  
c o m m is s io n ’s re m it doesn ’t  
e x te n d  to  ftree p a p e rs  a n d 'ad  
shee ts o p e ra tin g  a lo n g s id e  
p a id -fo r papers. T h a t m akes i t  
h a lf b lin d . T he  re a lity  is  th a t 
i f  a  p a id -fo r h ik e s  to o  fa r , i t  
le a ve s  its e lf  h u g e ly  v u ln e ra ­
b le  to  a tta c k  fro m  b e lo w . T he  
o n ly  w a y  o f m a in ta in in g  a 
m o n o p o ly  is  to  re m a in  r ig o r ­
o u s ly  c o m p e titiv e . M ilk in g  
soon leads to  c u rd lin g .

A n d  th e  p lu ra lity  o f voices? 
M o s t B r it is h  lo c a l p a p e rs  
do n ’t  have  s tr id e n t e d ito ria ls . 
T h e y ’re  o n  th e s id e  o IB lo g g s - 
v ille  a g a in s t th e  w o r ld . I t  is  
th e ir  jo b  to  s e ll to  th e ir  co m ­
m u n ity  b y  s e rv in g  th e ir  com ­
m u n ity . T h e  in flu e n c e  Is  In
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W h ic h  b rin g s  u s  fa r  
be yo n d  a n y  D T I p ro g n o s tic a ­
t io n  a n d  d ire c tly  to  N e w  
O rle a n s , w here  th e  A m e ric a n  
N e w sp a p e r A s s o c ia tio n  co n ­
fe re n c e  h a s  ju s t answ e re d  
som e a w k w a rd  q u e s tio n s . 
H ow  do w e b a ttle  th ro u g h  th e  
h a s tie s t m e d ia  d e p re ss io n  
s in c e  th e  G re a t D ep ress ion?  
H o w  d o  w e  see o ff  T V , ra d io  
a n d  th e  n e t and f in d  a fu tu re ?

In it ia l A N A  responses 
in v o lv e  m a ritra s  a b o u t w o rk ­
in g  h a rd e r and  k ic k in g  ad ve r­
tis e m e n t d e p a rtm e n ts  in to  
life .  T h e re  is  a ls o  a m o re  
th o u g h tfu l w a y . T o  q u o te  
J o h n  M o rto n  o f th e  American 
Journalism Review: ' I f  yo u  
w a n t to  see T V  s ta tio n s  p a n ic .

go to  a to w n  w h e re  th e  ne w s­
p a p e rs  a re  o n  s tr ik e . ’ N e w s­
p a p e rs  -  o v e rw h e lm in g ly  -  
h a v e  th e  re p o rte rs  o n  th e  
g ro u n d , th e  c r it ic a l m a ss  o f 
n e w s  c o lle c tio n . L o c a l b ro a d ­
ca s te rs  ha ve  n e v e r p u t in  th e  
re so u rce s . L o c a l w e b s ite s  
h a v e n ’t  b e g u n  to  c o m p e te . 
E x is tin g  p a p e rs  w h ic h  ca re  
a b o u t n e w s g a th e rin g  a n d  
fu n d  i t  p ro p e r ly  possess a n  
e n d u rin g  edge.

T h a t is n ’ t  a s te a d y  s ta te . 
G a n n e tt a n d  th e  re s t h a v e  
in v e s to rs  to  p la c a te . A n  a ve r­
age 18 p e r c e n t p r o f ita b ility  
w h e n  y o u ’ve  been u se d  to  29 
p e r c e n t doesn ’ t  s o u n d  g re a t. 
S om etim es, n e w s ro o m s  a re  
m in d le s s ly  c u t to  re s c u e  th e  
s h a re  p ric e  -  th e  s h o rte s t- 
s ig h te d  su ic id e  n o te  in  h is to ry . 

L o o k  fo r  re a s s u ra n c e  a t

th e  Cumbria News and Star 
(c irc u la tio n  u p  4.2 p e r  c e n t 
la s t y e a r a g a in s t a n  a ve ra g e  

■3.2 p 6 f~  c e n t “ fa l l  a m o n g  
re g io n a l e v e n in g s ) a n d . th e  
w e e k ly  Cumberland News 
(p o s tin g  its  e ig h th  successive  
sfac-m onth ly c irc u la tio n  ris e ).

T hese  a re  v e ry  good  
pape rs , c lose  to  th e ir  com m u­
n ity  a n d  f u l l  o f n e w s . T h e y  
w e re  v ita l s o u rc e s  o f in ­
fo rm a tio n  a b o u t fo o t an d  
m o u th . T h e y ’re  in te llig e n t, 
c o m m itte d  a n d  (because th e y  
a re  s tU l fa m ily -o w n e d ) n o t too  
w o rrie d  a b o u t m a k in g  th e  • 
la s t b u c k . T h e y  sh o w  th a t 
lo c a l e v e n in g s  n e e d n ’t  d ie , 
and  th a t w e e k lie s  ca n  be tru e  
tr ib u n e s  o f th e  p e o p le . ’

T hey d o n ’t  need Johnson  to  
b a il th e m  o u t, n o r  a lig h t  

.to u c h  fro m  J o w e ll. T h e y  ju s t 
w a n t to  be le f t  a lo n e  to  do 
th e ir  e x c e lle n t th in g .
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