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I  wiite further to my .letter of .26 July concen^g con^unications reform; • As-, 
piromised I am writing to you today to set .out in further detail News International’s 

• • views oh the reform of cross-media ownership arid-foreign ownefship rules, .•. • •• .

• • I understand from our meeting that .both of these ^eas will be open to consultation in 
foe rumup to the publication of the draft Coinmunica t̂ions Bill. ' • •

je>J

\ . x

Cross-Media Ownership ' '  ' . . " ' - . ‘ . ' • •

Given the current changes in the media market, a review of the regulatory system 
governing the media is clearly in order. In formulating new policy in this difficult 
area, we believe- the Govenunept should subject every piece of regulation .on the 
Statute Book, and any propps6d;’n.ew regulation, to a proper cost-benefit analysis. The 
Better Reflation Task Forces’ five tests of transparency, accountability, tar.geting, 
consistency and proportionality should be rigorously applied. The questions should 
be asked: Is this piece of regulation still'relevant in today’s market? Does this 
regulation benefit the viewer/reader/listener? What are the costs of this regulation? .

We believe that the existing cross-media ownership rules clearly fail these tests. The 
rules are set out in the attached Annex 1. .

In answer to the first question -  is this piece of regulation still relevant in today’s 
market? - we believe that the answer is, no. The current cross media ownership rules 
are outdated and should be repealed. These rules may have been appropriate in the 
past (although' even that is questionable) when spectrum scai'city defined the mai'ket 
and consumers were offered only a limited choice of media products, but they are
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certainly not desirable in an e'fa in whichitheJinufce^fjiew,s-aDd^enteitajmnentjia-v^
.proliferated and.control is highly diffused. - The niedia m^ket in .the UK'tpd?iy‘.is 
. increasingly competitive and diverse. Consurhers haVe access to -ah ever-wider
variety of news md views delivered in an • increasing number' of’ ways. The only 

. media player with a sigm.ficaht rdaxket sih^e .in the UK is th.e BBC. . ....... ... :• . .

As to the-.question of the costs, and benefits, of cross-media ownership rules, we 
believe "the costs are unacceptably high while any benefits there inay haVe b^ri have"

. ; .long since, disappeared... The.icosts' are clear .-  .the rules punish' success and. stifle . 
innovation'an(i investment.; They mean, that a company .such as KeWs International is 
restricted in. using it's skills and capital in new areas, despite the fact; that the demand : 
may exist. We publish two :of the world’s most successful, ne-wspapers, yet under the 

-. current- rules terrestrial • television and radio are- deprived of our ne-ws-gathering 
. -.expiettise and'.the benefits ; of our on-going investment in news.-gatheririgl' The-rules. •
■ prevent skills-.arid capital from being, fully deployed arid will'prevent Britam.from

fully exploiting the scope.created by convergence -  one of the Government’s.stated 
aiins.. - ' ‘ . - ‘ . - - . '

;-- A new regulatory, framework is.needed.. Orie.ofthe ftmdainental problems, with, the ' 
- current systeinds-that, it is b^ed on. .thresholds.. ’; Thresholds are-by , their nature -.

arbitrary and-discriminatory; they -deprive the regulatory an.d coinpetition-authorities- 
. .-of the ability to' apply tibieir-expert-judgements to-the.facts.of-each;-easier’’-Thresholds 
' require le^slators and ministers to play ‘pick a number’’ based on a gueSs as to die 

future contours, of the rapidly changing media market -  to guess which technologies 
^ d  -which players will’prdyail'. 'This, is clearly undesirable.- governments are not in. • 
the position to-predict technological changes or-to pick winners or- losers in the inarket

■ place. ' Future developihents of the media maxkOt 'should be. driven by cbrisumer 
’ deniand and individual business decisions; they should not be. secorid-guesSed by a

regulator’s prediction of the market structure appropriate to future, developments. We 
.. dierefore believe that .die Government .should avpid . my regydatory .systeiii based .pri ' 
' thresholds. . - - ' . ' . . . . - • . .

Idle desired outcome of any’ new regulatory reginie is a diverse and pluralistic media 
. in .-which many, different-voices--feed into'the cultural and political life of our 

democracy. The Government’s White Paper on communication reform states that 
fostering competition is the first step towards promoting plurality in the media. We 
agree with this and believe strongly that the new, more robust competition rules 
should be used as the principanest in any proposed merger or acquisition in the media 
markets. In fact, we believe that the thorough application of competition mles will 
prove sufficient in by far the majority of cases to assure that neither economic power 
nor an undue concentration of sources of information and entertainment results.

Competition rules are an excellent tool for this job. In contrast to systems based on 
thresholds, competition rules are sufficiently flexible to keep up with changing market 
conditions and the new forms of competition media companies face. The competition 
-authorities also have the duty to ensure that their decisions meet overall public interest 
requirements. Preserving the right of consumers to choose between competing 
products, offered by indep.endent sellers, is nothing new for them. They traditionally 
have to decide whether consumer choice is unduly constrained by allowing producers 
of different products to merge. -
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■. .= argue^afthefeedikis:^
. -role in a- democracy, it cann9t be treated -like ^anv nth^r ’ of its crucial

powers ■ are- -therefore’ necessary’ to' ensure that backstop
tnfluence;oyerou'r'’societyand^llure; ' “ gains undue

: W e - ^ e  that-this concern is a.-serious xme. 'But w efeer that th . ’ ’ " '

■ ■ : necpssap,, e f fe c t; .  & .  a.d S e  fte  ^  -^ la f lo n  ,o ptBv= jhat-ii fc ;,
• capable of suppressing news fhat it findi uiipleasant. ^  '

■■-■ £0S6 i^  0\^ership ” . I ' '■; ' '■ ; ;./i- ”  ;■  ’. ■;;■ :•' :V- . V

Thenilesonforei^ownersWpme.setom '

' go in taddent widr, a'iepeal k '
ownership ptoMbitions are still, in place would be'counS^*"®t™ *'^ foreign 

. ■ for new entrants'to the market'would sffll be ^  potential- ■
: first «ep the disqualification that-as a

.. broadcasUng licences must be lem ovS , individuals and, bodies from owning

• S £ ° l s f o r t h ?  lehinfion
•’. » « '! *  »les and, seLhd, h * ^
•■■ role in ensuring that European c’onsumers cnnf ' t an.important '•

contents News International does not.aocepteitherAS^^^

h“ < S ; r b “ “ 'ô f s o td  X “ “ h b  i n t f  “ P / «  i— n is 
preferable to following? lb itb -fe te  Paner ^he
“the world's leading TnnovauVe m rte t for' c„ f "  U-e UK-to be
content and technol^y" (paragraph 1 2 31 7n T ! T T " ‘ “ “ “ Mnications. software,
that Britain positionel its K ^ c o m f;^ ^ ^ ^  “ '“ “ 8 “>= niles
case, foreign ownership p t l M Z ^ a r e  ”  f  ” I"  any
Europe; there are no su(bh* îules in Beltdum”?^^*"®  '' a “ f  “ “ S' Position within 
Norway. fo America, I  new m lr to  a “t

Communi.cafions Commission - Michael Powell
niles for review; and in A n s t r k 7 f  “ L t  b ™ h c r
foreign ownership rules should be abolished.  ̂ '" ‘’““ S' "oommended that

concerns ab o u t'''L to ^ sK m h y ^  w«c^Th™ "" '" “ "“S' "f spectrum and
converging and.glohal media “ V
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-^ules-i:^-so-o«t-4atedr-that-r#i©y-^Hly^-apply4e-^^6gae-t6rfestHal-4i^aeesT-—Whei
these sign^s are , switched .ofif in the .near, foture, there will . be ;nd sensible policy 
reason, to. rnaintain. these prohibitidns. .

Concerns about non-European, ownership and cpnixol. of the media;, are based on .the. 
belief that non-Eiiropem pjpprietora.may be. less, sympathetic to .European'cultural:0]F .̂ 
political values or to loci- eontenf.and that they would therefore riot provide .“high-. 

•quality European content”. .But this is clearly nonsense, . '^ a t  could be more British 
.'than The Times or-The Sun? The .objectiye of any.iriedia edmpan'y operating in the'.' 
UK must be.to be. suqcessfui within' the UK market. .It must proyide local content that 
people want, or it will not s'iiiyive.' Nationality o.f Ownership does not drive conterit.-' 
conterit is determined-by the deriiands of :consumers'. • ' ' ' ..• • • . ^

Iri any; case, there is already, exterisive regulafiori in :'the-Television Without Frontiers 
. Directive setting . quotas for Euf opean ••drigiriated content and' content ■ provided by 
. i.iideperideht producers...; ' '■' . . ■ '• -

Finally, fati'ure to change these, resections'will I'eve any future regislati'dii open to-, 
aetibn on grounds th âtdl is iricbmpatibieTwith theHurii^ legislatidn,. ; There .is
a. gddd.case for arguing that toe foreign,qwri.ersfaip prohibitions, ̂ e  in contravention of 
•^^cle: 10 (concerning freedom • of eforesrion). and .Article .14 (prohibiting' 
discrinunatidri-) of.foe-E-urdpeari Convention. Cm Human'Rights. • • ■ . ■ ' ■

‘ Foreign ownershipforohibitions are unnecessary, anachronistic and discriminatory.
■ Furtherniote, they are an- irislilt to those foreigners such as Roy ^om sori md Max 
Beaverbrook, whose contributions made Fleet Street what it was - not-to say to those 
foreigners who are currently active in this.industry.;"; . ' ' " . ' '.

.1 would be happy to discuss with you.any of the issues raised in.this letter at any tim.e. 

Ifook forward to seeing you again. . '. . . . .. . . . . .
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i^^nex i :  Crossjytediaflwn^JsMp-R^es—

The 1990 arid 1996 Broadcasting, acts set out the cross-media .ownership rules ■ The 
following is a summby pf die inain points.relating..to.the ownership of national-arid 
regioiial newspapers and national and regional television and radio licences:' ■’' ' '

NationalNewspapers • ■' ’ ■' . . .. ■ ■ ' . ■ ; ’ • ;

■ 1. An owner of one or more. national newspaipers with combined 20% plus' market • 
. ’share cannot '■ ‘ . -

■ . (i) ; holpa licence.for a m^drial or national channel.3 service or channel 5 or any
^^donal or local radio service ("the listed se^ices"); ■■ ■' • - •. '•

; -. (ii) have 20% plus interest in ai .company that .hoid  ̂any. such licence. . • . '.

2. No company .holding a -Hcence for a listed service cam have a more than 20% '
■ ■ interest in a coninaTiv>hnt.mT\c ___IJ_--.t ":. .̂ ^̂ tercst in a company'.that-runs one or iriofe natiprial 

■ 20%'plus market share: ' " ' ' ' ' newspapers, with combined . -

• I

■ . No persori of .;^y'descriptibn can hold" at the .same time both 'a 20% shareholding
in One or rnore national newspapers with combined 20% plus roarket share as
well as a 20%: plus shareholding fo. a company that holds a licence for a hsted 

•• service.; • ■ • ' •• .

4. Any person Who' owns a national newspaper (with' less than 2.0% market share) 
will have .to Satisfy a public interest test before they are allowed -to hold a licence 

• for.any. national channel 3 or ch.annekS service'or any national radio service or 
. digital sound-pro^ainme.service,' - ;

-'L o c a l N e w s p a p e r s ’ ' "' ' .. . '  . . ' " - ' - '.

1. An owner of a local newspaper with a 50%-plus market share cannot hold a-local 
radio licence in the same area unless there is also another competitive local radio 
service and that owner does not have any other radio service licence that would 
cover the same area at all.

/<?/■

2. An owner of a local newspaper with 20% plus local market share may not hold 
three local radio licences with coverage in the relevant area and may only hold 
two local radio licences with that coverage provided one is an AM licence and the 
other is an FM licence.
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The 1990 Broadc^ting Act, as amended by.the 1996 Broadc^tihg Act, disqualifies
fromholding a licence.granted.bytheITC.or.the Radio Authority;. .. . •. •

. • • (i) any individu^ who is not a' nation^. of an ElJ of EEA State or. even if  such ;a
■ . ' ■ hational-is'ordiriarily resident , outside. UK; Channel Islands' or .Isle-of Man;
■ ■■ ..and ; ' • . ^ ... ■ ■ .•  ̂ ■ • ■ • ..V

(ii) ai company not formed wiliiin an EU or EEA State (of in Channel Islands or 
•. -Isle of Man);-and'• . . . .  • • . • '

.. (iii) any company controlled by either (i);or (ti). - . ' ' . • . •'

There.are quite a lot of exceptions to this' disqualification, but they.do riot include

.'A-
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-Ann€x 3i-^Fe4ga^^wHer-ship-Rul€s^'-

.. 'The 1990 Broadcasting Act, ^  amended by the l996 Broadcasting Act, disqualifies 
:• ' from holding a liceni

•••• ’ (i) ..̂ afiy individual'who. is not a national of. aii EU br-EEA State or even if such a
" •' •' '.national is ordinarily resident outside UK;'ChaMel Islands or-. Isle of Man;
. . . .  • . and .. . .. . ' .

• . (ii) a company npt formed within an EU or EEA State (or .in Channel Islah’ds or 
' • 'isleofMan); and • • • • . • • =• • . . •  • '

’ (iii) any company controlled by either'(i) or (ii). -. ••• . ' •••.• .. ' '

■ '. ■ There are ..quite a lot of exceptions'to this'disqualification', but-they do not include.
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