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N { wiite further to- my letter of 26 July concermng commmucaﬂons reform. - As‘, -
prormsed I am wntlng to you today to set out-in furthér detail News Tnternational’s - -
~ views oh the reform of Cross- medla ownersh1p and forelgn ownersth niles,

" T undérstand from our meetinig that both of these areds will be open to. consultatlon in. SR
the run-up to the pubhcatlon of the draft Commumcatlons B111 L IR ! X

= -C':i'o‘ss-Media_l Ownership "

( Given the current changes in the media market, a review of the regulatory system

v govemning-the media is clearly in'order. In formulating new policy in this difficult
area, we believe- the Government should subject every piece of regulation.on the
Statute Book, and any proposediew regulation, to a proper cost-benefit analysis. The

" Better Regulation Task Forces’ five tests of transparency, accountability, taigeting,
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are outdated and should be repealed.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 scarcity defined the market
and consumers were offered only a limited choice of media products, but they are
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variety of news_and views delivered in an-increasing number of ‘'ways. The only

. rnedra player wrth a s1gmﬁcar1t market share in the UK is the BBC

As to the questxon of the costs and beneﬁts of cross-medra ownersh1p mles we L
- believe:the costs are unacceptably high while any benefits there imay have been have R
long since, drsappeared Thecosts are elear the rules punish success. and.stifle L
~ innovation’ and investment. They mean that a company such as News Intérnational is =~
restncted i using its skﬂls and caprtal in ngw areas, desp1te the fact:that the demdnd :

_may exist. We publish two:of the world’s most successful. newspapers, yet under the

5 ‘current’ rules’ terrestrial- television and radio are" depnved of our mnews- gathermg
.expertise and. the benefits:of ‘our on-going investment in news-gathenng ‘The-fules. . - -
prevent skills- and caprtal from being fully- deployed and will prevent Bntam from

fully explortmg the scope created by conVergence = one of the Government s stated

A new regulatory framework is needed One of the fundamental problems w1th the Lol
- Current: syStem’ is. that. it is based on: thresholds  Thresholds are by, their nature "
arbrtrary and- drscrrmmatory, they depnve the regulatory -and competrtron authontres.

.‘

"+ .-of the ab111ty to"apply their* expert judgeinents to the facts of: eacli: case! Thresholds
?requrre legislators -and ministers to play ‘pick a number” based on a guess ds to the
future contours. of the rapidly changing media market — to guess which technologres )
“and which players will prévail. “This is clearly undesirable — governmients are not in - -
.- the position to. predict technological changgs or'ta pick winners or losets in'the, rnarket L
* placé. " Fature developments ‘of the media market should be driven’ by consumer *
" demand and individual business decisions; they should not be second~gues$ed bya

regulator’s prediction of the market structure appropnate to future developments. We

., therefore believe that the Government should avoid any regulatory system based on -
\ thresholds PR .

" The desired outcome of any new regulatory regrme isa drverse and plurahstlc media _
. in .which many, different- voices -féed -into’ the cultural and political life of our

democracy. The Govermnment’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 competltron rules.

should be used as the pnncrpaf test in any proposed merger or acquisition in the media
markets. In fact, we believe that the thorough application of competition rules will

" prove sufficient in by far the majority of cases to assure that neither economic power

nor an undue concentration of sources of 1nformatron and entertarnrnent results.

Competition rules are an excellent t_ool 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 independent sellers, is nothing new for them. They traditionally

“have to decide whether consumer choice is unduly constlamed by allowing producers
_ of different products to merge. :

__certainly.not. d_:esirable_in;a'n_ éra. jn_nLhieh;Lhe_sources_df_neWS.andentertainnrentihave— ————— :
prolifefated and control is highly diffused.: The media market in the UK today is -
‘increasingly competitrve and diverse. Consumers have access to -an ever-wrder S
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~. . .” There are those who drgue _thz{fthé'ﬁieg'iié'i-s.:a:-_spe_'ci‘aj ‘case! that ‘Becei-u'éé"of its crucial - -
' T0le in a. democracy, it cannot be. treated like ‘any other product and' that-backstop "

powers -are. therefore’ necessary to ensufe that' no one media owner gains undie -

influence:oyer our society and cultite.
. We-agree that 'this concern is a.serious 6'rilé:_'. ]
.. 'preserving the diversity of ownership assuired :bY'tl_lq'.\{igqroug"applidatibﬁ of the " - . .
- i+ cOmpetition laws, . Attempts:to-go further and to regulate. -ihﬂuence-Wi]l'jﬁevi'tably n
.. .involvé the Goverrimerit in-dangeroug and unacceptable regulation of content. :

o Ir 'thgaré_'i;s tobe any further regulation beyond the usual .c.:ompe'ti-t_ioh‘ rqlqéz we be-.}ic_av_e: o
" thete. should he & heavy-burden on.the proponents ‘of suchr regulation tq prove thatitis
" Decessary, effective, fair, and does mot create- the - greater danger “of. 4 Government
+ _ capable of suppressing news that it finds ul)pleasant:_ T
-* "o Porsign Owneship ™. " * 7 e
cLn T Therules on .fdfe'i"gﬁ'ov{/ner_s'bllp are-set out m the attached Annex 2.0 e
*. "Any repeal of .'t_llie,'r-:'-ross—fnédia ownership rules must g0 in taidem with a ‘x:epe-al of
foreign ownership rules. The Temoval of cross-media ownership Tule$ while foreign
ownership prohibitions are still in place’ would be counterproductive, as the potential- -
.~ fot new eritfants to the market would still be restricted. We therefore believe that .ag 5
. first step the-disqualification of ion-EC and EEA: individuals and-bodies from owning
.. broadeasting licences must beremoved. . . C : -

- In-its White Paper on commupi@atidg_s reform the Government justifies- the retention >~

hardly the basis of sound policy.,, Leadership in the area of media policy is surely
preferable to following? In ity hite Paper, the Government calls for the UKt be
“the world’s leading innovative market for convergent cbmmpnications, software,
content and technology” (paragraph 1.2.3), Indeed, it was only by relaxing the rules -
that Britain Positioned itself to become the world leader in satellite television. In any
case, foreign ownership prohibitions are fncreasmgly a minority position within
Europe; there are no such-rules in Belgium, Germany, the Netherlands, Sweden or
Norway. In America, the new, market-oriented chairman of the Federal
Communications Commission, Michael Powell, has scheduled foreign ownership
rules for review; and in Australia, a recent Broadcasting'Inquiry recommended that’
foreign ownership rules should be abolished. S

concerns about ' nationa] security, were the prevailing conditions. In today’s
converging and. global media markets, these conditions no Jonger apply. Indeed, the
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: _Concerns about non European ownershrp and control of the medra are based on the'

belief that non—European proprietors,may be less.sympathetic to-European cultural o -

o pohtlcal values or to local content and that they would therefore not provrde ‘high- .

& ~quality: European content”. . Buit this is clearly nonsense. .What could be mere British ‘

. . _than The Times or The Sun? The: objectrve of any media company .operating in the” .~ -
" UK must be.to be successful within the UK mar”ket Jt must provide local content that

S ——~-——r:ules-are—so-out—dated—that—they—onbL appl—y—to‘analogue—teﬁestﬂal—heenees— ~Whep——- —————'
v - o .. these signals are switched off inf the near. future, there W1II be .no sensrble pohcy :
- reasori.to. mamtam these prohrbmons ' L .

people want, or it will not survive. Natronahty of ownershlp dOes not dr1ve content S

content is determmed by the demands of consumﬁrs -

D e -any. case thcre is already extenswe regulaflon in:the T elevrsron Wrthout Frontrers‘ e

-

,_'Forergn ownersh1p¢proh1b1t10ns are unnecessary, anachromstlc and discriminatory.

_* Furthermore, they ‘are an- ifistilt to those" forergners such as Roy Thomson and Max "
S Beaverbrook whose contnbutrons made Fleét Street what it was not to say to those :
o forergners who are currently attive in thlS mdustry : : :

. iR would be happy to dlscuss w1th you any of the i 1ssues raJsed m, this’ letter at any time. '

) :I look forward to seeing You again, .

\/ou@

“".:_Z ‘Ditective, “setting quotas for European ongmated content and content prov1ded by -
. 1ndependent producers ' : : :

- Flna.lly, farlure t0 change these IeStI‘lCthIlS wlll leave any future leglslatron open to'. N
.7 action on grounds that it-is 1ncompat1ble with the Human Rights leglslatlon ‘Thereis ~ . -. 7
: a good case for arguing that the forergn ownershrp prohlbltlons ate in contravennon of
: . Article: 10 (concerning freedom - of eXpressron) and Art1c1e 14 (prohlbltmg' st
T -‘drscnrmnatron) of the European Conventronon Human nghts Tt ir e e
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B -No”I.)'t.ars'oh"of" .z}ily'gleécx_'ipﬁbn ca'm'.hc'j_ld' at the safrie tune both ‘a 20% shareholding™

._-*.Anneéx-1: Cross-Media Ownefqhip Rules.- i ; - — KIS -

The 1990 anid 1996 B'rda;iq'ast.i'r'l.g. acts set out the c__réss—medié ownership rules.: The. -

.. following is a summary of the imain poins .relating to.the ownership of national -arid

regional hewspapers-and national and regiopal t'élcyis,i_on,and_ radi6 licences:"

1. * An owne of éne of mor® nafional ilewspapeis with combified 20% plus market . . -

“share cannot

o (1) hold-a licence.for a _re'gi_driél ‘or national gihéime_l'.B service or dha_nnel 5o0r any '
- mational orlocal fadio service (‘fhe listed sesvices’); =< L

" (i) have 20% pl\i.éiihtefcsf in é.éoﬁi;;'éhy 'thaitﬁoidjs’ a'nii.s'u_ch licg:nce',‘ e
2No company .hbldixjg -a licence for a zli'St;d"Sf_ir;vi',cle can, ha‘v'e‘ a more than 20% ST
* . interest in a° comipanythat-runs one or more national newspapers- with combined .- -

7+ 120% plus market share: L

;in’ one or Mmore national newspapers with combined 20% 'plilé'markgt share as
well as a 20%,plus shareholding in a company that holds a licence for a listed - .
.. service; T T e e T e ' T '

. 4. Any pel':SOl'-i_WﬁQ'QWDS- a mational hewsp;per (with' less.' tharr 20% mirket share)
will have to satisfy a‘public interest test before they are allowed to hold a licence ..
for.any.-national -charnel 3 or ch_a;mel'S_ service’ or any national radio service or -

" digital sound-programme service

3

~"Local Newsépapers * "
VRS ..

- 1. - An owner ofa 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, . a o

74"

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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e —Annex—2~Fore1gn Ownerslnp R.:les

The 1990 Broadcastmg Act as amended by the 1996 Broadcastmg Act dlsquahﬁes E

from holdlng a hcence granted by the ITC. Or. the Radlo Authonty

(1) any individual who is not a’ nat10na1 of an EU of EEA State or.even if sucha B

o natlonal is ordmanly re31dent outs1de UK Channel Islands or ‘Isle-of Man

(i) a company not formed within an EU or EEA State (or in Channel IsIands or

Isle of Man) and

(111) any company controlled by e1ther (1) or (u)

-

There are’ qulte 4 Iot of exceptmns to tlus dlsquahﬁcatwn but they do not 1nclude

analogue terrestnal teIev1S1on and rad10 stauons o

e

5
c axd
o
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The 1990 Broadcastmg Act as amended by the 1996 Broadcastlng Act dlsquahﬁes
from holdlng al hcence granted by the ITC or the Radlo Authonty- . .

(1) any 1nd1v1dua1 who 1s ot i nauonal of an EU or EEA State OF 6Ven. 1f such a'l : ', o
' natlonal is ordmanly re51dent out31de UK Channel Islands of- Isle of Man -

and

(u) a company not formed within an EU or EEA State (or in Channel Islands or
Isle of Man) and . : . ‘. . -

(u1) any company controlled by elther (1) or (11)

There are qu1te a Iot of exceptlons to thlS dxsquahﬁcatlon but they do not 1nclude ; s

analogue terrestnal telev;s;on and radlo statlons L

*t
RN
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