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One page summary

Parliament has put in place media ownership rules for television, radio and newspapers. In 
the interests of democracy, the rules aim to help protect plurality of viewpoints and give 
citizens access to a variety of sources of news, information and opinion.
Ofcom has a statutory duty to review the operation of, and recommend any changes to, the 
media ownership rules, including the media public interest test. We must report to the 
Secretary o f State (Culture, Media and Sport) at least every three years. Our last review was 
in November 2006.
In Government’s Digital Britain Final Report, Government asked us specifically to consider 
the impact of the current local media ownership rules on the sustainability of local media.
On 31 July 2009 we published a Consultation Document which set out our proposed 
recommendations. Consultation responses were generally supportive o f these  
recommendations. This report sets out our final recommendations to the Secretary of State 
(Culture, Media and Sport), taking into account all consultation responses.
We have found that even though consumers are increasingly using the internet as an 
alternative source o f news, there is still strong reliance on television, newspapers and radio. 
However, these industries are facing significant economic changes. These are most acute 
in local media. Some relaxation o f the local ownership rules will benefit citizens and 
consumers by helping to ensure that local content continues to be commercially provided. 
Therefore, we recommend:
• Removing the local radio service ownership rules and the local and national radio 

multiplex ownership rules. This would reduce regulation on an industry facing difficult 
market conditions and increase the likelihood that stations continue to be viable. Research 
also shows a majority of consumers are not concerned about single ownership within local 
commercial radio.

• Liberalising the local cross media ownership rules so that the only restriction is on owning 
all three of: local newspapers (with 50% plus local market share); a local radio station; and 
a regional Channel 3 licence. This liberalisation will increase the flexibility of local media to 
respond to market pressures. Consumers still rely on television, radio and press for news 
so we are not recommending complete removal of the rules.

There is little current evidence of change since Parliament put in place media ownership  
rules that affect the operation of the remaining rules. Therefore, we do not recommend 
changes to;
• The national cross media ownership rules which restrict cross ownership of Channel 3 

and national newspapers, as they both remain significant sources o f news.
• Ownership restrictions which apply to television and radio broadcasting licences to guard 

against undue influence, as these media can still influence society.
• The appointed news provider rule which helps ensure national and international news on 

Channel 3 is independent o f the BBC and adequately funded, as Channel 3 remains the 
most watched alternative source of broadcast news after the BBC.

• The media public interest test which continues to provide a backstop fo r Government to 
intervene to prevent media mergers on public interest grounds, including for the protection 
of plurality, as Parliament’s original rationale is unaffected.

It is now for Government to consider what action to take and ultimately fo r Parliament to 
make any changes through secondary legislation.
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Summary of the media ownership rules

G eographic application  I M edia

Local radio o w nersh ip  ruies D etailed rules ab o u t th e  num ber of analogue 
and digital radio iicences one person can ow n in 

specified geographical a reas (the  local radio 
service o w nersh ip  ruies) and iimits on

..ow nership  o f local DAB m ultiplexes w hose

ro v e '.ig e  o ser 'ap s  local rad io  m ultiplex 
o w nersh ip  rules)

Local Radio

Local cross m edia  o w nersh ip  rules Rules which p reven t one person from  owning 

d ifferen t types o f local m edia over specified 
m arket share  levels.

Local Radio, television (Channel 3) 

and  new spapers

N ational cross m edia  ow nersh ip  
rules

Rules which p reven t one  person from  ow ning a 

Channel 3 licence and one or m ore national 
new spapers w ith an  aggregate m arket share  of 

20% o r m ore. Also p revents th e  ow ner of one or 
m ore national new spapers (with an aggregate 
m arke t share  o f 20% o r m ore) ow ning m ore 
th an  a 20% in te res t in a com pany which holds a 

Channel 3 licence.

National Television (Channel 3) and 

national (UK-wide) 
new spapers

N ational rad io  m ultiplex 
ow nersh ip  rules

A rule th a t  one  person can 't ow n m ore th an  one 

national radio multiplex

National Radio

R estrictions on holding b roadcast Rules which p reven t o r limit contro l o f television 

and  radio by certa in  ow ners w hose influence 
m ight cause concern. (E.g. political parties and 

religious bodies.)

There a re  also a num ber of qualified restrictions 
(e.g. Channel 4 and  S4C m ay no t hold Channel 3 
o r Channel 5 licences).

Both local and national 
(depending on specific rule)

Radio and television

A ppointed  new s p rov ider ru les Rules for th e  provision of national and 

in ternational new s to  Channel 3 by an 

indep en d en t new s source independen t o f th e  
BBC, not under th e  control of political or 

religious bodies and  suitably well funded.

National Television (Channel 3)

M edia public in te re s t te s t Rules which m ean  th a t  for m edia m ergers th e  
Secretary of St.ite (BIS) may rnferver-e on 

"public in te res t grounds". These grounds 
include m edia plurality.

O fcom 's role in th e se  
a-i a p e rep n a te

is to  p 'o v d e  advice

Both local and national Radio, television and 
n e v V s p a p e r s
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Section 1

Executive summary
Media ownership rules help ensure people can access diverse viewpoints

1.1 Parliament has put in place media ownership rules to govern the ownership of 
television, radio and newspapers. Their aim is to help protect plurality -  allowing 
citizens access to a variety o f sources o f news, information and opinion.

1.2 The media ownership rules are separate from the merger regime, which applies to all 
sectors including media. The merger regime aims to prevent consolidation which 
would lead to a substantial lessening of competition in particular markets. Although 
not its primary purpose, the merger regime may indirectly protect plurality by 
preventing too much consolidation in a particular market on competition grounds.

1.3 The media public interest test was introduced by Parliament to allow the Secretary of 
State (Business, Innovation and Skills)^ to intervene, at his or her discretion, in 
newspaper, broadcasting and cross media mergers if he or she believes they raise 
public interest considerations. These include the need to ensure the accurate 
presentation of news, free expression of opinion and plurality.

1.4 The ability of the Secretary of State (BIS) to use this test is important, as it can act as 
a mechanism for protecting plurality which is the main objective of the media 
ownership rules.

Ofcom has a duty to regularly review the media ownership rules

1.5 Parliament gave Ofcom a duty to review the operation o f the media ownership rules 
(including the media public interest test) at least every three years. The duty does not 
include review of the merger regime, except for the media public interest test. We 
completed our first review in November 2006.

1.6 Ofcom’s duty is to provide a report to the Secretary of State (Culture, Media and 
Sport)^ on the operation of the rules and any recommendations for change. It is then 
fo r Government to consider what action to take and ultimately for Parliament to make 
any changes through secondary legislation.

1.7 In carrying out this review, we have considered whether the media ownership rules 
are still operating effectively in delivering the purposes Parliament intended. We have 
taken into account Parliament’s reasons fo r putting the rules in place and the 
assumptions about the media environment the rules were based on.

1.8 We have considered a range of factors that might have changed these assumptions, 
including consumer behaviour, and whether the rules are stopping industry from  
adapting to economic pressures. We have focussed on changes since 2003, when 
Parliament last significantly amended the media ownership rules.

' Hereafter referred to as Secretary of State (BIS).
 ̂Hereafter referred to as Secretary of State (CMS).
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1.9 O n  31 Ju ly  w e published a Consu ltation  D ocu m en t on ou r M edia  O w n ersh ip  R u les  
Review.^ W e  have not previously, and are  not required to, consu lt on ou r m edia  
ow nersh ip  rules review  before w e provide ou r report to the S e cre tary  o f State  (C M S ). 
H ow ever, g iven the ch a n g e s  in local m edia, w e ch o se  to consult on this o cca sio n .

1.10 T h e  Consu ltation  D ocu m en t set out an overview  o f the rationale for the m edia  
ow nersh ip  rules and an explanation o f the context and app roa ch  for ou r review. It 
a lso  set out for consultation ou r ev id en ce  about the ch an gin g  m edia  la n d sca p e  and  
our proposed  recom m en dation s to the S e cre ta ry  o f State (C M S ).

1.11 W e  rece ived  14 re sp o n se s  to ou r consultation. Consultation  re sp o n se s  w ere  
gen erally  supportive  o f ou r proposed  recom m endations. T h is  report takes into 
acco u n t all consultation re sp o n se s  in m aking o u r final recom m en dation s to the 
S ecre ta ry  o f State (C M S ).

While use of the internet is growing, the large majority o f people still consume
news through television, radio and newspapers

1.12 In ou r Consu ltation  D ocum ent, w e set out ev id en ce  supporting our proposed  
recom m en dation s to the S e cre tary  o f State  (C M S ). S in c e  2003, w e have se e n  
significant growth in digital m edia. C o n su m e rs  can  now a c c e s s  new s content a cro ss  
a variety o f digital platform s. T h e  m ost significant ch a n g e  is in broadband take-up. 
A c ro s s  the United K in gdom  (UK), take-up h a s in creased  from  4% in 2003, w hen the 
current rules w ere en acted , to 68% in early  2009.

1.13 T h e  internet is a growing so u rce  o f new s and g ives its u sers  new  w a ys to a c c e s s  and  
e n g a g e  with new s content. D esp ite  the in creased  ch o ice  o f platform s and content, 
co n su m e r beh aviou rs have not ch a n g ed  a s  quickly a s  might have  been expected. 
R adio , te levision and n ew sp a p ers  rem ain important so u rce s  o f new s fo r co n su m ers.

1.14 T e lev is io n  rem ains by far the m ost popu lar m edium  for U K  new s, with 74% of people  
in the U K  using it a s  their m ain so u rce  o f U K  new s. T h e re  are indications that 
television m ay have b eco m e even  m ore im portant o ver recent years. N ew sp ap ers, 
radio and the internet are co n sid ered  to be the main so u rce  o f U K  new s by a broadly  
sim ilar nu m ber o f co n su m e rs  (8%, 7% and 6% respectively).

1.15 Fo r local new s and inform ation, television (49%), n ew spapers (24%) and radio (12%) 
rem ain the m ain so u rce s . T h e  internet is u sed  by 4% a s  a m ain so u rce  o f local new s.

Economic challenges are having an impact, with significant pressures on local
media

1.16 W hile  consum ption  through traditional platform s rem ains important, structural 
ch a n g e s  are unden/vay in the n ew spaper, television and radio industries. T h e y  stem  
from  both em erg ing ch a n g e s  in co n su m e r behaviour, and the arrival o f new  
com petition for a u d ie n ce s  and advertising reven u e arising from  the growth of digital 
platform s.

3 http.7/www.ofcom.ora.uk/consult/condocs/morr/morrcondoc.Ddf
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1.17 T h e s e  ch a n g e s  create  opportunities for b u s in e sse s  but they a lso  create  ch a llen ges. 
T h e  recess io n  heightens th ese  ch a lle n g es a s  the overall am ount o f m on ey sp en t on  
advertising h a s fallen significantly. M eanw hile, online advertising is taking an  
increasing  sh a re  o f the rem aining revenues.

1.18 National n ew sp a p er circulation figures have  been slow ly declin ing for a nu m ber of 
years. T h e  current eco n o m ic  environm ent a dd s to the p ressu re  on n ew spaper  
b u s in e sse s  a s  it a lso  affects advertising revenues.

1.19 C o m m ercia l radio is a lso  cha llenged  by th ese  trends. At the tim e o f writing, the m ost 
pessim istic  fo reca sts  have su g gested  that com m ercia l radio ’s  reven u es could decline  
by 20% o ve r 2009. T h e re  have a lso  been  trends tow ards consolidation  in radio s in ce  
ou r first review  of the m edia  ow nersh ip  rules, with G lo ba l R ad io  and B a u e r em erg ing  
a s  the largest groups.

1.20 In television, O fc o m ’s  S e co n d  P u blic  S e rv ice  B road castin g  R ev iew  dem onstrated  
that advertising funded broadcasting  is facing significant structural p re ssu res  brought 
about by the migration to a fully digital m arket and that the im pact o f this is being  
exacerbated  by the current eco n o m ic  downturn.

1.21 S o m e  of the m ost significant p re ssu res  are being se e n  in local m edia. Local and  
regional n ew spapers rely m ore heavily  on advertising, particularly classified  
advertising, than their national counterparts. O u r  an a lysis  a lso  su g g e sts  that 
com m ercia l radio stations serving sm alle r a re a s  are particularly vulnerable.

Consultation responses generally supported our proposed recommendations

1.22 W e  have taken consultation re sp o n se s  into accou n t and set out in this report ou r final 
recom m en dation s to the S ecre tary  o f S tate  (C M S ). W e  are  recom m ending  that so m e  
rules be ch a n g ed  and others kept a s  they are. Below  w e explain the rea so n s for ea ch  
o f the proposed  ch a n g e s , the issu e s  and co n ce rn s  raised by consultation resp on ses, 
and ou r re sp o n se  to those  issu es.

1.23 T o  su m m arise , ou r recom m endations are:

Local rad o ownership rules 

Local cross media owncrstiip rules

National radio multiplex ownership rules 

National cross media ownership rules 

Appointed news provider rules 

Restrictions on holding broadcast licences 

Media public interest test

Recommendations

Removal

We recommend liberalisation so that the only 
’■ o.sthction is that a person can't have radio 
licence and 50'!-o or more market share of 
local newspapers and the reg.onal channel 3 
licence.

Removal 

No change 

No change 

No change 

No change
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We recommend removal o f the local radio multiplex and service ownership
rules

1.24 A fter O fco m ’s  Future o f R a d io  R ev iew  in 2007, w e reco m m en ded  that the S ecre tary  
of State  (C M S ) co n s id e r sim plifying the radio ow nersh ip rules. In its Digital Britain 
Final Report, G o vern m en t a ccep ted  th ese  recom m endations. H ow ever, it h a s now  
a sk e d  us to review  w hether the local an a log u e  and D A B  serv ice  rules (the local radio  
serv ice  ow nersh ip  rules) are n eed ed  at all.

1 .25 In our Consultation  D ocum ent, w e reco m m en ded  that the local radio serv ice  
ow nersh ip  rules be rem oved b e ca u se  of the financial p re ssu res  that stations face . 
Stations m ay b e  m a d e  m ore viable u n der co m m on  ow nersh ip  in g iven local m arkets. 
W e  a lso  took into a cco u n t research  show ing that a majority o f co n su m e rs  are  not 
o p p o se d  to sing le  ow nersh ip  in local com m ercia l radio. W e  su g g ested  that there is a 
risk that the rules could redu ce  co n su m e r ch o ice  in local m arkets.

1.26 In putting forward this recom m endation , w e h ope to further the interests o f c itizens  
and co n su m ers  by rem oving a n y  potential for the rules to ca u se  com m ercia l failures, 
thereby resulting in a lessen in g  of plurality. S o m e  relaxation could help to en su re  
local radio content continues to be com m ercia lly  provided.

1.27 If the ru les are rem oved, the B B C ’s  local radio se rv ice s  and the com m unity radio  
sector will continue to p lay a role a lo n gside  com m ercia l local radio.

1.28 W e  received six  consultation re sp o n se s  that supported rem oving the local radio  
serv ice  ow nersh ip  rules. O n e  re sp o n se  w a s against, su g gestin g  that rem oving the 
rules w ould m ean insufficient gu a ra n tee s o f plurality, and argued that there is no 
ev id en ce  that the ru les are  challenging the sectors viability or are disproportionate. 
O th er re sp o n se s  w e received agreed  that rem oving the rules might afford so m e  
stations the ch a n ce  of m aking co st sav in gs.

1.29 In 2007 w e reco m m en ded  sim plifying the local radio m ultiplex rules, and noted that 
there might a lso  be a c a se  for their abolition. W e  su g g est here that in view  of 
G o v ern m en t’s  stated policy o f digital upgrade for radio, retaining the rules could be a 
barrier to investm ent in the D A B  platform. W e  a lso  su g g est they do  little to guarantee  
plurality o f vo ice , a s  ow nersh ip  o f a m ultiplex n eed  not be  linked to ow nersh ip  o f 
stations and it is the latter w hich provide plurality.

1.30 W e  recom m en d  that the local radio serv ice  level ow nersh ip rules and the local 
m ultiplex ow nersh ip  rules are rem oved.

We recommend liberalisation of the local cross media ownership rules

1.31 T h e  local c ro ss  m ed ia  ow nersh ip  rules are d esign ed  to en su re  plurality a c ro ss  the 
three m ost influential local m ed ia  - n ew spapers , radio and television.

1.32 T h e  local m ed ia  industry is facing  significant ch an ge. C ro s s  m edia  b u s in e ss  m odels  
are o n e  w ay the se cto r could respond . T h e re  m ay be limited in stan ces, for exam ple  
betw een p ress and radio, w here sy n e rg ie s  m ay provide co n su m e r and industry 
benefits. R em o va l o f the local c ro ss  m edia  ow nersh ip  rules could redu ce  barriers to 
ach iev ing  th ese  syn erg ies .
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1.33 R e se a rch  published in our Consu ltation  D ocu m en t sh ow s that television (49%), 
n ew sp a p ers  (24%) and radio (12%) rem ain the main so u rce  o f local new s for m ost 
people, with ind ications that television m ay have  b eco m e even  m ore im portant o ver  
recent years. T h e  internet h a s  yet to b e co m e  the main so u rce  o f new s for m any  
people  (4%).

1.34 B e c a u se  co n su m e r b eh aviou r is still centred on the u se  o f television, radio and 
n ew spapers there is still a risk that com plete  rem oval o f all the local c ro ss  m edia  
ow nersh ip  rules could redu ce  protections for plurality. T h is  is an interest Parliam ent 
co n sid ered  w a s im portant w hen the rules w ere enacted . If total rem oval occurred , it 
w ould allow  o n e  com m ercia l provider in a local area to operate  a lo n gside  the B B C .  
T h e  m erger reg im e and the m ed ia  public interest test w ould still operate, but they  
provide a less  c lea r protection for plurality.

1.35 But w e reco gn ise  that the local m edia  industry is under p ressu re  and ch a n g e s  to the 
rules now  could help local m ed ia  b u s in e sse s  respond. G iving industry the opportunity 
to respond is in the interests o f c itizens and co n su m ers  a s  it helps to en su re  that 
local m edia  continues, contributing to plurality. S o m e  relaxation could help to en su re  
local content continues to be com m ercia lly  provided, w hich w ould benefit citizens and  
con su m ers.

1.36 R e se a rch  a lso  sh o w s that 67% o f adults believed that local c ro ss  m edia  ow nersh ip  of 
television, new spapers and radio w ould not matter as long a s  they retained at least 
one of: a ch o ice  o f national m edia; alternative so u rce s  from  the B B C ; or local new s  
and inform ation online.

1.37 A s  a result, w e consulted on recom m ending  that current rules are  liberalised so  that 
the on ly  restriction w ould be on ow nersh ip  o f all three of: local n ew sp a p ers  (with 50%  
or m ore local m arket share); a local radio station; and the regional C h a n n e l 3 licence.

1.38 Consultation  re sp o n se s  w ere gen erally  supportive  of our proposed  recom m endations  
to liberalise the rules. E ight resp on d en ts supported liberalisation. O f th ese , the 
N ew sp ap er S o c ie ty  and the G u ard ian  M ed ia  G rou p  advo cated  com plete  rem oval. 
T h re e  respon den ts -  B E C T U ,  P ro fe sso r H utch ison and O fco m ’s  A d v iso ry  Com m ittee  
for S co tlan d  -  argued against liberalisation.

1.39 T h e  B roadcastin g  Entertainm ent C in em atog rap h  and Th eatre  U nion ( B E C T U )  and  
P ro fesso r H utch ison from the G la sg o w  C a le d o n ia n  U niversity argued against 
liberalisation b e ca u se  of co n ce rn s  about the im plications for local m ed ia  plurality. W e  
have taken th ese  argum ents into a cco u n t in putting forward our recom m endation  to 
liberalise, rather than rem ove, the rules. W e  proposed  liberalisation rather than 
rem oval to strike a b a lan ce  betw een enabling  flexibility of industry to adapt to ch a n g e  
while still retaining so m e  protections for plurality.

1.40 C o n su m e r F o cu s  S co tlan d  and O fc o m ’s  A d v iso ry  C om m ittee for S co tlan d  raised  
co n cern s about the im plications for plurality in Scotland. T h is  issu e  has been raised  
by stakeh olders in S cotlan d  but w e note that it would equally  app ly  in the other 
devolved nations o f Northern Ireland and W a le s.

1.41 Liberalisation o f the rules w ould allow  a greater deg ree  o f conso lidated  ow nersh ip  in 
Scotlan d , a s  in all the devo lved nations. W e  a lso  co n sid er that so m e  relaxation of 
local ow nersh ip  rules benefits citizens and co n su m ers by helping to en su re  that local 
content continues to be com m ercia lly  provided by enabling industry to adapt 
b u sin ess  m odels to respond to current ch a llen ges. H ow ever, in recom m ending

7
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liberalisation, rather than com plete  rem oval o f the rules, w e reco gn ise  the need to 
retain so m e  protections for plurality.

1.42 Protections for plurality w ould continue to be provided in severa l w ays. A  protection  
for plurality a c ro ss  m edia  w ould still be provided by the rem aining restriction on the  
ow nersh ip  o f all three o f the m ain so u rce s  o f new s (television, n ew sp a p ers  and radio) 
at the local level. T h e  B B C  w ould continue a s  an alternative so u rce  and the m edia  
public  interest test and the m erger reg im e (which m ay indirectly affect plurality by 
limiting consolidation  on com petition grounds) w ould continue to operate. T h e  
national m edia  ow nersh ip  ru les w ould prevent a person from  ow ning the regional 
C h a n n e l 3 licen ces if that person  a lso  runs one  or m ore U K  w ide n ew sp a p ers  which  
h ave  a U K  w ide m arket sh a re  o f m ore than 20%.

1.43 If the S ecre ta ry  o f State  (C M S )  ch o o se s  to im plem ent our recom m en dation s, w e will 
continue to m onitor the operation of the ru les in the devo lved  nations a s  part o f our 
ongoing duty to review  the m ed ia  ow nersh ip  ru les at least every  3 years. T h e  issu e  of 
plurality in the nations is a lso  part o f our general duty to se cu re  a sufficient plurality of 
providers o f different television  and radio se rv ice s.

1.44 T h erefo re , on b a lan ce , having taken into acco u n t the consultation re sp o n se s , w e  
co n s id e r that liberalisation is the appropriate recom m endation  to m ake. W e  
recom m end that the local c ro ss  m edia  ow nersh ip  rules are  liberalised s o  that the only  
restriction is that on e  person  c a n ’t own all three of: a local radio licence , local 
n ew sp a p ers  (with 50% or m ore local m arket sh are) and the regional C h a n n e l 3 
licence.

1.45 In m aking this recom m endation  w e draw  the S e cre tary  o f S ta te ’s  (C M S )  attention to 
the su b m iss io n s  by Scottish  stakeholders. If our recom m en dation s are  im plem ented, 
w e will continue to m onitor the operation of the rules in the devo lved nations a s  part 
of our ongoing duty to regularly review  the m edia  ow nersh ip  rules.

We recommend removal o f the national radio multiplex rules

1.46 T h e  national radio m ultiplex rules prohibit o n e  person from  ow ning m ore than on e  
national D A B  multiplex.

1.47 In our Consu ltation  D o cu m en t w e proposed  recom m ending rem oval o f the national 
multiplex rules a s  they do  little to gu aran tee  plurality. Further, G o v ern m en t’s  stated  
policy priority in resp ect o f D A B  is to a ch ieve  a digital upgrade with the target date  of 
2015. W e  su g g ested  that it m ay a lso  w ish to rem ove the national m ultiplex rule from  
this point o f view, in c a s e  there is a tension  betw een placing restrictions on multiplex  
ow nersh ip  and encou rag in g  investm ent in D A B  transm ission .

1.48 W e  received five supportive  consultation resp o n ses. O n e  resp o n se  vo iced  
com petition co n cern s. W e  are satisfied that th ese  are a d d re sse d  by com petition law  
and other regulation, including the sp ecific  provision within m ultiplex licen ces for fair 
and effective com petition.

1.49 W e  recom m end that the national m ultiplex rules are rem oved.
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We recommend retaining the national cross media ownership rules

1.50 P arliam ent’s  pu rp ose  in enacting the national c ro ss  m ed ia  ow nersh ip  rules w a s to 
prevent individuals from  accum ulating  too great a sh are  o f the national m edia  vo ice  
by having significant interests a cro ss  television and n ew spapers .

1.51 E v id e n ce  published in ou r Consultation  D ocu m en t su g g ests  that television  rem ains  
an im portant m ain so u rce  o f new s. W e  a lso  looked at a u d ie n ce  sh a re  o f television  
new s.

1.52 S in ce  ou r last review  in 2006, ITV1 view ing sh a re  has declined  from 25.9%  in 2006, 
to 21.7%  of total new s hours w atched in 2008. D espite  this, ITV1 rem ains the m ost 
w atched national new s provider after the B B C  and still re a ch e s  a significant 
proportion o f view ers.

1.53 O verall circulation o f national n ew spapers h as a lso  declined  s in ce  ou r last review, 
although circulation leve ls still rem ain significant. C o n su m e rs  still sa y  that 
n ew spapers are their se co n d  m ost used m ain so u rce  o f new s. In addition, 
n ew sp a p ers  retain an im portant role in setting the new s a g en d a.

1.54 G iven  this, w e co n clu d e d  that there has not yet been su ch  significant ch a n g e  in 
national m edia  to m ean  that the current national ow nersh ip rules are no longer 
appropriate to a ch iev e  the purpose  intended by Parliam ent. W e  therefore consulted  
on recom m en din g  no ch a n g e  to the national c ro ss  m edia  ow nersh ip  rules.

1.55 T w o  re sp o n se s , from  B E C T U  and G u ard ian  M ed ia  G roup , w ere supportive o f our 
proposal to recom m en d retention. G u ard ian  M ed ia  G rou p  subm itted that the rules 
should  be extended to co ve r non-traditional m edia  (for exam ple , the internet). O u r  
research  sh ow s that the internet h as not yet b eco m e a m ain so u rce  o f new s for m ost.

1.56 S k y  argued  aga inst this proposal, suggesting  ou r an a lys is  o f the national and general 
m edia  ow nersh ip  rules w as inadequate. W e  co n sid er this in m ore detail in this report.

1.57 W e  recom m end that the current national c ro ss  m edia ow nersh ip  rules are retained.

We recommend retaining the restrictions on hoiding broadcast iicences

1.58 Parliam ent p laced  restrictions on holding television and radio b road cast licen ces to 
protect aga in st undue influence through television and radio by ow ners (including  
political parties and religious bod ies) w h o se  influence might ca u se  concern .

1.59 In ou r Consultation  D ocum ent, we set out ev id en ce  w hich sh ow s that despite  the  
growth of digital m ed ia , te levision and radio rem ain influential. T h erefo re  we  
proposed  not to recom m end any ch a n g e  to th ese  restrictions b e ca u se  the original 
rationale for Parliam ent setting the rules rem ains.

1.60 W e  received three consultation re sp o n se s  supporting ou r proposed  recom m endation  
to retain the current broadcasting  licence  restrictions from B E C T U ,  the N e w sp ap er  
S o c ie ty  and O fco m ’s  A d v iso ry  Com m ittee for Scotland.

1.61 T h e  N e w sp ap er S o c ie ty  believed stronger restrictions upon public authorities’ m edia  
activities should  be put in p lace . T h is  review  relates to the restrictions Parliam ent put 
in p lace on radio and television broadcasting  licen ces. W e  note that G overn m en t h as
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a sk e d  the Audit C o m m iss io n  to undertake a sp ecific  inquiry into the im pact on 
n ew sp a p ers  o f local authorities in taking advertising to support inform ation sh eets.

1.62 W e  recom m en d the current restrictions on b road cast licen ces are retained.

We recommend retaining the appointed news provider rule

1.63 T h e  aim  of the appointed new s provider rule is to en su re  that the provision o f national 
and international new s to C h a n n e l 3 is appropriately funded and provides effective  
com petition to the B B C .

1.64 T h e  ev id en ce  in the Consultation  D ocu m en t sh o w s that C h a n n e l 3 is still the m ost 
w atched so u rce  o f b road cast new s after the B B C , a s  it w a s  w hen the rules w ere  
liberalised in 2003. A s  a result, w e consulted  on retaining the appointed new s 
provider rule in its current form b e ca u se  the original rationale for Parliam ent setting 
the ru les rem ains.

1.65 W e  rece ived  three re sp o n se s  agreeing with ou r proposed  recom m endation  from  
B E C T U ,  O fco m ’s  A d v iso ry  C om m ittee for S co tlan d  and C h a n n e l 4. C h a n n e l 4  
highlighted its support for the argum ents aga in st extending this rule further to co ve r  
all o f the com m ercia l public serv ice  broadcasters.

1.66 W e  recom m en d that the appointed new s provider rule is retained.

We recommend retaining the media pubiic interest test

1.67

1.68

1.69

1.70

1.71

S in ce  ou r last review  in 2006, the S ecre ta ry  o f State (BIS) h as intervened in the 
public interest o ver S k y ’s  acquisition o f a 17.9%  stake in ITV. T h e  c a s e  w as  
a p p ea led  to the Com petition  A p p e a l Tribunal and m ore recently to the Court o f 
A pp eal.

In our Consultation  D ocu m en t w e expla ined that the m ed ia  public interest test 
con tin u es to play an im portant backstop  role, giving the S e cre tary  o f State (BIS) the  
ability to intervene to prevent m edia  m ergers on public interest g rounds, including  
safegu ard in g  plurality. W e  consulted on recom m ending  retaining the m edia public 
interest test in its current form.

T h re e  re sp o n se s  supported ou r proposed  recom m endation  to retain the current test, 
from B E C T U ,  O fco m ’s  A d v iso ry  C om m ittee for S cotlan d  and G u ard ian  M edia  G roup .

O fco m ’s  A d v iso ry  C om m ittee  to S co tlan d  ra ised  co n cern s about the operation of the 
test through a Lo n d o n -b a sed  governm ent m inister, noting that “the form al 
involvem ent o f the devo lved  institutions is required for dec is io n  m aking sensitive  to 
the political diversity o f the U K ”. W e  co n s id e r that this is a matter for the S ecre tary  of 
State and Parliam ent to dec id e  upon and w e note th ese  com m en ts to the S ecre tary  
o f State  (C M S ).

T h e  N e w sp a p e r S o c ie ty  p roposed  com plete  rem oval o f the m edia  public interest test 
a s  the test h as not been u sed  for local m ergers and given the large num ber of 
inform ation so u rce s  a test to prevent local m ergers on plurality g ro u n ds is not 
required. H ow ever, w e believe that the m edia  public interest test is an important 
backstop  to protect public interest con sid eration s. W e  note the test w ould not be 
autom atically triggered in the c a se  o f a local m erger; it is only invoked at the 
S ecre ta ry  o f S ta te ’s  (BIS) discretion.
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1.72 W e  recom m en d  that the m edia  public interest test is retained.

Given the changes occurring in the media landscape, it w ill remain important
fo r us to review the rules regularly, in accordance w ith our statutory duty

1.73 It is now  for G overn m en t to co n sid er what action to take and ultimately for Parliam ent 
to m ake an y  ch a n g e s  through se co n d a ry  legislation.

1.74 A s  w e noted in our Consultation  D ocum ent, the longer term  evolution of the m edia  
la n d sca p e  is uncertain and there are a nu m ber o f factors w hich might im pact on 
w hether the rules rem ain appropriate and effective.

1.75 G iven  the rapid ch a n g e s  underw ay in m edia  consum ption  and the m edia  industry, it 
will rem ain im portant for O fco m  to regularly review  w hether the ow nersh ip  rules 
continue to operate  to protect plurality, in a cco rd a n ce  with our statutory duty.

11
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Section 2

Our approach to this media ownership 
rules review
Introduction

2.1 In this section  w e explain  ou r a pp roach  to this m edia ow nersh ip  rules review,
su m m aris in g  the b ackground se t out in our Consultation  D ocum ent. W e  co n sid er  
consultation re sp o n se s  about ou r a pp roach  to this review  and about ev id e n ce  about 
the changing  m edia  la n d sca p e .

The key points covered in this section are:

W e  published our Consu ltation  D ocu m en t in July.

T h e  rationale for the m ed ia  ow nersh ip  rules is to help  protect plurality.

T h is  review  fulfils O fco m ’s  duty to report to the S ecre tary  o f State  at least every  th re e .
yea rs  on the rules.

W e  rece ived  14 consultation re sp o n se s  w hich w e co n sid er in this report.

T o  a s s e s s  w hether the ru les are  still appropriate w e have co n sid ered  the current m edia  
lan d sca p e .

T h e  majority o f consultation respon  
about the m ed ia  la n d sca p e .

did not com m ent on the ev id e n ce  presented

We published a Consultation Document on our media ownership rules review
in July

2.2  O n  31 Ju ly  w e published a Consultation  D ocu m en t on this m ed ia  ow nersh ip  rules 
review.

2.3 T h e  Consultation  D ocu m en t set out an overv iew  of the rationale for the m edia  
ow nersh ip  ru les and an explanation o f the context and a pp roach  for ou r review. It 
a lso  set out for consultation ou r ev id en ce  about the changing  m ed ia  la n d sca p e  and  
ou r proposed  recom m en dation s to the S e cre tary  of State . W e  su m m a rise  the key  
points from  the Consultation  D ocu m en t in this section.

2 .4  T h e  consultation period for this review  c lo sed  on 17 S eptem b er. W e  received 14 
re sp o n se s  to ou r consultation. A  list o f respon den ts is set out in A n n e x  1. T h e  
re sp o n se s  are published on ou r w ebsite, subject to confidentiality.®

2.5 W e  co n s id e r th ese  re sp o n se s  in this report and have taken them  into a cco u n t in 
determ ining ou r final recom m en dation s to the S ecre tary  o f State.

http://www.ofcom.ora.uk/consult/condocs/morr/morrcondoc.pdf 
 ̂http://www.ofcom.orQ.uk/consult/condocs/morr/responses/
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Media ownership rules help ensure people can access diverse viewpoints

2.6  In ou r Consultation  D ocum ent, w e explain  in detail w hy Parliam ent put the m edia  
ow nersh ip  rules in p lace.

2.7  In sum m ary, Parliam ent has put in p lace  m edia  ow nersh ip rules to govern  the 
ow nersh ip  o f te levision, radio and n ew spapers . T h e ir aim  is to help protect plurality -  
allowing citizens a c c e s s  to a variety o f so u rce s  o f new s, inform ation and opinion.

2.8  T h e  rules reflect a b a la n ce  betw een:

• ensuring  a range of view points are  availab le  in national and local m edia; whilst

• allowing co m p a n ie s  to innovate and have  su sta in ab le  b u s in e sse s .

2.9  T h e  first is im portant for d e m o cra cy  b e ca u se  it helps en co u ra g e  a culture o f debate. 
T h e  se co n d  benefits citizens by helping m arkets to deliver higher quality content. It 
helps co n su m ers  by en cou rag in g  thriving m arkets to deliver content with greater 
innovation.

2.10 O w n ersh ip  is u sed  a s  a proxy for view points b e ca u se  m ed ia  ow ners are  a ssu m e d  to 
be in a position to influence w hat is sa id  by the m edia  th ey own and how it is said. 
T h e y  do this by having editorial control and being able to affect the new s agen d a.

2.11 T h e  rules are underpinned by severa l key assu m p tio n s that Parliam ent m ade  about 
the m edia la n d sca p e . T h e s e  are  set out in paragraph 2 .22  of the Consultation  
D ocum ent.

Ofcom has a duty to regularly review the media ownership rules and make 
recommendations to the Secretary o f State

2.12 In Section  3 o f ou r Consultation  D ocum ent, w e expla ined that Parliam ent ga ve  
O fco m  a duty to review  the operation of the m edia  ow nersh ip  rules (including the  
m edia  public interest test) at least every  three years. T h e  duty to review  d o e s  not 
include the m erger regim e, except for the m edia  public interest test.

2 .13  T h is  is ou r se co n d  review  of the m ed ia  ow nersh ip  rules. W e  com pleted ou r last 
review  in N o v em b er 2006.

2 .14  T h is  responsibility stem s directly from  P arliam ent’s  liberalisation o f the m edia  
ow nersh ip  rules in 2003. M a n y  prohibitions w ere rem oved at the tim e b e ca u se  
G overn m en t believed that the rules w ere outdated and not flexible en o u gh  to 
acco m m od ate  ch a n g e s  happen ing in the m edia.

2 .15 Parliam ent anticipated that in the future, further ch a n g es to the m edia ow nersh ip  
rules w ould be required a s  digital m edia  grew . C h a n g e s  in tech n ology  and b ehaviour 
could ch a llen ge  the need to have the rules at all o r could m ean that their further 
relaxation is appropriate.

2 .16  O u r duty is to provide a report to the S e cre tary  o f State (C M S )  on the operation o f the  
rules and a n y  recom m en dation s for ch an ge . It is now for G overn m en t to co n sid er  
what action to take and ultimately for Parliam ent to m ake a n y  ch a n g e s  through  
se co n d a ry  legislation.

13
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The media ownership rules act in parallel to the merger regime, which can 
indirectly protect plurality

2.17 T h e  m edia  ow nersh ip  rules are secto r sp ecific  and sep arate  from  the m erger regim e, 
w hich app lies to all secto rs  including m edia. T h e  two statutory reg im es operate  in 
parallel. H ow ever, a s  th ey have  different pu rp oses, they m ay produ ce  different 
o u tco m es dep en din g  on the facts o f e a ch  ca se .

2 .18  T h e  pu rp ose  of the m erger reg im e is to prevent consolidation w hich w ould lead to a 
substantial lessen in g  of com petition in particular m arkets. A lthough not its prim ary 
pu rpose, the m erger reg im e m ay indirectly protect plurality by preventing too m uch  
consolidation  in a particular m arket on com petition grounds.

The media public interest test gives the option to intervene if a merger raises 
public interest considerations

2.19 T h e  m edia  public interest test w as introduced by Parliam ent to allow  the S ecre tary  o f 
State (BIS) to intervene, at his or h er discretion, in n ew spaper, broadcasting  and  
c ro ss  m edia  m ergers if he or sh e  b e lieves that they ra ise  public interest 
con sideration s. T h e s e  public interest considerations include the need to en su re  the  
a ccu rate  presentation of new s, free ex p ress ion  o f opinion and plurality.

2 .20  T h e  ability o f the S ecre ta ry  o f State  (BIS) to u se  this test is particularly important, a s  
it can  act a s  a m ech a n ism  for protecting plurality which is the m ain objective o f the 
m edia  ow nersh ip  rules.

Since our last review there have been a number o f policy developments

2.21 O u r first review  of the m edia ow nersh ip  ru les w as in 2006. W e  did not recom m end  
an y ch a n g e s  b e ca u se  w e did not find that there had been  any significant prob lem s in 
applying the rules. W e  found that while the m edia  la n d sca p e  w as changing rapidly, 
the assu m p tio n s underpinning the rules rem ained valid. T h e  exception  w as the local 
radio se rv ice  ow nersh ip  rules, w hich w e reco m m en ded  be am en d ed  in ou r Future of 
R ad io  R ev iew  in 2007.®

2.22  S in ce  o u r last review  there have  been  a n u m ber o f po licy deve lop m en ts relevant to 
the m ed ia  ow nersh ip  rules w hich w e have  taken into a cco u n t a s  part o f the context 
for our review . Exp la in ed  in full in the Consu ltation  D ocum ent, th ese  include:

• T h e  H o u se  of L o rd s ’ C o m m u n ica tion s C om m ittee Inquiry into the O w n ersh ip  o f 
the N ew s;

• T h e  Culture, M ed ia  and S po rt S e le c t Com m ittee Inquiry on the Future for Local 
and R eg ion al M edia;

• G overn m en t’s  Digital Britain Report;^ and

• T h e  C o n serva tive  Party’s  C rea tive  Industries Review .

®The Future of Radio: Localness on analogue commercial radio and stereo and mono broadcasting on DAB, Statement, 7 
February 2008: http://www.ofcom.orq.uk/consuit/condocs/futureradio07/statement/statement.Ddf 
^httD://www.cuiture.QOv.uk/imaaes/publications/diaitaibritain-finalrepo rt-iun09.pdf
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Our approach to this review

2.23  O u r aim  in this review  h a s been to co n s id e r w hether the m edia  ow nersh ip  rules are  
still operating effectively in delivering the p u rp o ses Parliam ent intended.

2 .24  T o  do  this w e have  taken into acco u n t P arliam ent’s  re a so n s for putting the rules in 
place  and the assu m p tio n s m ade  about the m ed ia  environm ent w hen it en acted  
them .

2.25  W e  have co n sid ered  a range o f factors that might have ch a n g ed  th e se  assum ptions, 
including co n su m e r b eh aviou r and w hether the rules are  stopping industry from  
adapting to e co n o m ic  p ressu res.

2.26 O u r a p p ro a ch  is b a sed  on the current m edia  lan d sca p e . H ow ever, w e reco g n ise  that 
there are  a num ber o f w a ys that the m edia la n d sca p e  could evolve . W e  co n sid ered  a 
num ber o f future sce n a rio s  in ou r Consultation  Document®.

2.27 In its resp on se . S k y  noted the shorter than norm al period for ou r consultation in this 
review  (7 w eeks). W e  had a shorter than a v erag e  consultation period to en ab le  us to 
m eet ou r statutory dead lin e  to report to the S ecre tary  o f State  (C M S ). W e  do not 
usually  consult before w e provide ou r report on the operation of the m edia  ow nersh ip  
rules to the S e cre tary  o f State. H ow ever, g iven the ch a n g e s  in local m edia, w e ch o se  
to consult on this o cca sio n .

To assess whether the rules are still appropriate we have considered the 
current media landscape

2.28 T h e  state o f the m edia  la n d sca p e  is an important factor in determ ining w hether the 
ow nersh ip  rules are appropriate. T h e  current ow nersh ip rules w ere set to add ress  
P arliam ent’s  co n cern s in the context o f the m ed ia  la n d sca p e  a s  it w a s in 2003®. T o  
determ ine w hether the rules still strike the correct b a lan ce  betw een intervention to 
en su re  plurality and allowing co m p a n ie s  the freedom  to innovate, w e began  our 
review  with an an a lys is  o f the current state o f the m edia la n d sca p e .

2.29 A s  ou r duties stem  directly from  P arliam ent’s  liberalisation o f the m edia  ow nersh ip  
rules in 2003, w e u se  2003  or 2004  a s  the relevant point for m any m etrics in the  
report.

2.30 S k y  questioned the a pp roach  that w e took to this review; noting that O fco m  should  
have undertaken a ‘thorough review, from  first princip les’. It argued that if w e had 
don e this, w e w ould have con clu ded  that ‘the existing U K  and com petition rules, 
including m erger control rules, are  sufficient to ach ieve  P arliam en ts’ objectives’ .

2.31 O fco m ’s  statutory obligation is to review  the operation of, and recom m en d any  
ch a n g e s  to, the m edia  ow nersh ip  rules including the m edia public interest test. W e  
have carried out this duty in the m an n er describ ed  above.

2 .32 A s  noted in paragrap h s 2.17 - 2 .18 above, the m erger reg im e m ay indirectly protect 
plurality by preventing too m uch consolidation  in a particular m arket on com petition

8  See section 10 of our Consultation Document, 'Factors to consider in the longer term’. 
® See paragraph 2.22 of our Consultation Document.
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grounds. H ow ever, w e note that is not the prim ary pu rp ose  of the m erger regim e.
T h e  m ed ia  ow nersh ip  rules operate  in parallel with the m erger reg im e and they m ay  
produ ce  different o u tco m es dep en d in g  on the facts o f e a ch  ca se .

2 .33  In ou r Consu ltation  D ocu m en t in section  4, w e set out a detailed an a lys is  o f the  
changing  m edia  la n d sca p e  in the U K . A  su m m a ry  of ou r key findings, supported by 
research  and data, is below.

The internet is a growing source o f news, but the traditional platforms of
television, newspapers and radio remain important as main sources o f news

2.34  In o u r Consu ltation  D ocum ent, w e set out ou r research  show ing that s in ce  the rules 
w ere en a cted  in 2003  there h a s  been  significant growth in digital m edia. C o n su m e rs  
can  now  a c c e s s  new s content a c ro ss  a variety o f digital platform s. T h e  m ost 
significant ch a n g e  w e have se e n  s in ce  ou r last review  is in broadband  take-up. 
A c ro s s  the U K , take-up h a s in creased  from  4% in 2004 to 68% in early  2009.

2 .35 T h e  internet is a grow ing so u rce  o f new s and g ives its u sers  new  w ays to a c c e s s  and  
e n g a g e  with new s content. H ow ever, despite  the in creased  ch o ice  o f platform s and  
content, b ehaviours in con su m in g  new s have not ch an ged  a s  quickly a s  might have  
been expected . A  key finding from  ou r resea rch  w as that radio, te levision and  
n ew sp a p ers  rem ain im portant m ain so u rce s  o f new s.

2 .36 A s  show n in F ig u re  1 below, television rem ains by far the m ost popu lar m edium  for 
U K  new s, with 74% of peop le  using it a s  their m ain so u rce  o f U K  new s in 2009. In 
2004 this figure w as 70%. T h is  su g g e sts  that television m ay have b e co m e  even  m ore  
im portant o ver recent years.

2 .37  N ew sp ap ers , radio and the internet are co n sid ered  to be the m ain so u rce  o f U K  new s  
by a broad ly sim ilar nu m ber o f co n su m e rs  (8%, 7% and 6% respectively), with the 
internet growing from  2% in 2006. T h e re  are  indications that the internet h as grown  
in im portance s in ce  2004, w hile u se  o f n ew spapers and radio have  declined .

Figure 1: Consumers’ main source of UK news, 2004-2009

What is your main source of news about what is going on in the UK today?
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Source; Ofcom media tracker, April 2009.
Note: Data not available for 2003. 2004 -  2008 based on rolled yearly data, not directly comparable with 
2009 data. Figures for 2009 may change as further data is gathered this year.
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2.38 A s  show n in F igure 2 below, the la n d sca p e  is very  different for local new s and
inform ation. H ere, television (49%), n ew spapers (24%) and radio (12%) are the main  
so u rce s  o f local new s for peop le  in the U K . T h e  internet is u sed  by 4% a s  a main 
so u rce  o f local new s.

Figure 2: Consumers’ main source of local news, 2004-2009

What is your main source of news about what is going on in your local area?
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local media
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— Newspapers

—  Radio

■ Talking to 
people

' 4% 

2009
Internet

Source: Ofcom’s Media Tracker, rolled data from April and October 2008, April 2009 data 
Base: 2046 UK adults aged 15+

But the economics of supplying news content through radio, television and 
newspapers have changed

2.39 W hile  consum ption  through traditional platform s rem ains important, structural 
ch a n g e s  are  underw ay in the n ew spaper, te levision and radio industries. T h e y  stem  
from  both ch a n g e s  in co n su m e r behaviour, and the arrival o f new  com petition for 
a u d ie n ce s  and advertising reven u e arising from  the growth o f digital platform s.

2.40 T h e s e  ch a n g e s  create  opportunities fo r b u s in e sse s  but they a lso  create  ch a llen ges. 
T h e  recess io n  heightens th e se  ch a lle n g es a s  the overall am ount o f m on ey sp en t on  
advertising h as fallen significantly. M eanw hile, online advertising is taking an  
increasing  sh a re  o f the rem aining revenues.

The most immediate challenges are being seen in local media, although there 
are also challenges being fe lt at the national level

2.41 National n ew sp a p er circulation figures have  been  slow ly declin ing for a num ber o f 
years. T h e  current e co n o m ic  environm ent a d d s to the pre ssu re  on n ew spaper  
b u s in e sse s  a s  it threatens advertising revenues.

2.42 C o m m ercia l radio is a lso  ch a llen ged  by th ese  trends. T h e  m ost p essim istic  fo recasts  
su g g ested  that com m ercia l rad io ’s  reven u es could decline  by 20% o ve r the co u rse  of 
2009. T h e re  have a lso  been significant trends tow ards consolidation  in radio s in ce  
ou r first review  of the m ed ia  ow nersh ip  rules, with G lobal R ad io  and B a u e r em erg ing  
a s  the largest groups.
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2.43 In television, Ofcom’s Second Public Service Broadcasting Review demonstrated 
that advertising funded broadcasting is facing significant structural pressures brought 
about by the migration to a fully digital market and that the impact of this is being 
exacerbated by the current economic downturn.

Media ownership patterns have not changed substantially in delivering 
national news content, except in radio

2.44 The media ownership rules assume that ownership is a proxy for viewpoints. 
Significant changes in ownership will have a bearing on the continued relevance of 
the media ownership rules. We conducted a high level analysis of the major changes 
in ownership within the media landscape, set out in the Consultation Document at 
paragraphs 4.60 -  4.70.

2.45 The greatest change at the national level is that there has been consolidation in the 
radio sector, with Global Radio and Bauer emerging as the largest radio groups. In 
addition, BSkyB has acquired a 17.9% stake in ITV pic. In 2007 the Competition 
Commission ruled that Sky must sell down this stake to below 7.5%. BSkyB has 
appealed this decision and the legal process is ongoing.

2.46 In contrast, there has been significant merger and acquisition activity in local media, 
resulting in the creation of some large groups. For example; since 2006, most of the 
main newspaper groups have acquired or disposed of titles or groups of titles. 
Consolidation has been primarily within a single media platform, although there is 
some cross media ownership between regional newspapers and radio (for instance. 
Guardian Media Group and Tindle), and between regional television and radio (UTV).

Most consultation responses did not comment on the evidence presented 
about the media landscape

2.47 In our Consultation Document, we welcomed further evidence on our assessment of 
the media landscape, including key examples of international regulatory best practice 
that might be relevant to the review.

2.48 The majority of consultation responses did not comment on our evidence. We 
received comments from Ofcom’s Advisory Committee for Scotland, the Radio 
Centre and Sky. No examples on international best practice were put forward.

Comments from the RadioCentre

2.49 The RadioCentre’s response elaborated on our summary of the economic difficulties 
facing local commercial radio. It agreed with our data, and also pointed to two pieces 
of their own research, one showing the proportions of stations currently in a loss
making position, and the other analysing profitability over the last five years. We 
agree that the situation is difficult for local commercial radio and in our parallel 
consultation on Localness regulation, have discussed this more extensively.^”

2.50 RadioCentre’s response also highlighted the changes in consumption of radio, as a 
factor furthering the case for relaxation of radio ownership. We emphasise that the

See Radio: the implications of Digital Britain for iocalness reguiation, 
http://www.ofcom.ora.uk/consuit/condocs/radio/condoc.Ddf. sections 5.41 to 5.53 (p. 29-33)
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ev idence  here is m ixed. O n  one  hand, rad io  is le ss  like ly to be a so le  o r prim ary 
sou rce  o f news, a s  ou r e v id en ce  and the R ad io C en tre ’s  re spon se  notes. O n  the 
o ther hand, w e d is cu ssed  types o f local rad io  content in ou r L o ca ln e ss  consu ltation, 
and noted re sea rch  w h ich  found that new s is rated by con sum e rs  a s  the one  o f the 
m ost im portant types o f content on local com m erc ia l rad io .”

Comments from Ofcom ’s Advisory Committee for Scotland

2.51 O fcom ’s  A d v iso ry  Com m ittee  fo r S co tland  noted that it found ou r re sea rch  on 
con su m e r u se  o f loca l m ed ia  in form ative and va luab le . But it ra ised  a conce rn  that 
that on ly  one  S co ttish  sam p le  (G lasgow ).

2.52 T h is  refers to the qua lita tive  re sea rch  that w e  conducted  to inform  ou r review  o f local 
m ed ia  prov is ion  in the UK . A s  part o f th is w e looked at co n su m e rs ’ attitudes to 
ow nersh ip  o f loca l m edia. Th is  research  w as carried out at seven  locations a c ro ss  
the UK , inc lud ing one  group in each  o f the devo lved nations. A s  the A dv iso ry  
Com m ittee  noted, w e held the Sco ttish  group in G lasgow .

2.53 A lo ng s id e  th is qualitative research , w e a lso  drew  on two m ain so u rce s  o f quantitative 
research . T he se  w ere  ou r M ed ia  tracking study, and research  w e conducted  fo r th is 
review  and ou r ‘Loca l and R eg iona l M ed ia  in the U K ’ d iscu ss io n  docum ent. W e  
des igned  the sam p le s  o f both these  su rveys  to be nationa lly  rep resen ta tive  o f the 
UK , and to be represen ta tive  o f the constituent nations o f the U K , includ ing 
appropria te  rural and urban breaks.

2.54 Add itiona lly , ou r M ed ia  T rack ing  study a sked  consum ers in S co tland , W a le s  and 
Northern Ireland w hat the ir m ain sou rce  o f new s for the ir (devo lved) nation w as. In 
the c a se  o f S co tland , re spon se s  w ere  a lm ost identica l to re spon se s  on the main 
sou rce  o f new s for nationa l (i.e. UK -w ide) news.

Comments from Sky

2.55 S k y  m ade two m ain po ints on the e v iden ce  w e  p resen ted in our Consu lta tion  
Docum ent.

2.56 First, it suggested  w e shou ld  take into accoun t o ther so u rce s  o f new s a c ce s se d  by 
ind iv iduals.

2.57 W e  recogn ise  that u se  o f se co nd a ry  so u rce s  o f new s is important, however, the 
fo cus  in ou r review  w as on the use  by con sum e rs  of the ir m ain sou rce  o f news 
be cau se  th is is the point at w h ich  g rea test in fluence  can  be exe rc ised  and w h ich  is 
therefore m ost s ign ifican t w hen cons ide ring  the m ed ia ow nersh ip  rules.

2.58 W e  a lso  re cogn ise  that a num ber o f peop le  do not ac tive ly  w atch te lev is ion  new s. Fo r 
exam ple . S k y  noted that F igu re  6 o f the Com petition  C o m m is s io n ’s  report^^ show s 
that in 2007  a third o f the popu lation did not ac tive ly  w atch  te lev is ion  new s. Th is  is 
cons is ten t w ith ou r ana lys is .

See Radio: the implications of Digitai Britain for locainess reguiation, 
http://www.ofcom.orq.uk/consuit/condocs/radio/condoc.Ddf. p. 23-24.

See http://www.ofcom.ora.uk/research/tv/reports/lrmuk/.
”  http://www.competition-commission.ora.uk/rep pub/reDorts/2007/fulitext/535ai.pdf
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2.59

2.60

2.61

Figure 4 of the Consultation Document^"^ shows that in 2007 32% of people did not 
consider television to be their main source of UK news. Since 2007 the number of 
people who say that television is not their main source of news has fallen to 26%. 
This indicates that television is becoming more important as a main source of news.

Secondly, Sky suggested we update the international benchmarking exercise 
conducted in our previous review in 2006.^®

International benchmarking is helpful to understand any trends or radical reviews 
taking place. When we conducted our last review, our conclusion was that, of the 
countries reviewed, those with ownership rules had not apparently moved to abolish 
them, and those countries without rules had not moved to introduce rules.

2.62 Since we published our Consultation Document, we have asked regulators in the 
eight countries reviewed in 2006 to provide a brief update on their respective 
countries media ownership rules to see whether there have been any significant 
developments and relevant amendments to those rules.

2.63 From the reports, four out of the eight countries have conducted either a full or partial 
review of their media ownership regime - these were Australia, the US, the 
Netherlands and France. The primary motivation to review existing rules seemed to 
be to take account of technological developments and the growth of new media (e.g. 
France, Australia), though the US has a duty to conduct a quadrennial review of 
ownership rules.

2.64 From our analysis there has been no radical scaling back of ownership rules. 
However, there continues to be a steady trend towards liberalisation including in 
particular, of local cross media ownership.

2.65 In Australia, for example, it is now possible for any company or individual to own or 
control two out of three traditional media platforms in a particular local market. Cross 
media ownership on two platforms is allowed, but not on three.

2.66 Some of the other countries we looked at continue to have minimal or limited rules 
(Denmark, Finland, Sweden, and Luxembourg) and these have not changed since 
2006.

2.67 In putting forward this analysis, we note that Ofcom’s statutory obligations relate to 
reviewing the media ownership rules as they operate in the UK. It is also difficult to 
make direct comparisons between jurisdictions when considering media ownership 
rules because each country has a very different market profile and history of media 
regulation, and often has differing political, cultural or local reasons for introducing 
rules.

Figure 4, consumers’ main source of UK news, 2004-2009, p. 25 of Consultation Document.
Annex 2, Review of Media Ownership Rules 2006: httD.7/www.ofcom.ora.ukyresearch/media owners/rulesreview/rules.pdf 
There are numerous and varying indicators used in Member states to protect and preserve pluraiism and diversity in the 

media such as for example programme specific obligations, and specific local licensing policy, which we have not looked at for 
the purposes of this consultation.
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Section 3

Local media ownership rules
Introduction

3.1 This section considers local radio ownership and local cross media ownership rules -  
the most complex and detailed ownership rules. It analyses the consultation 
submissions made about our recommendations on the local radio service ownership 
rules and the local cross media ownership rules and sets out our recommendations 
to the Secretary of State (CMS) on these rules.

The key points covered in this section are:
The local radio service ownership rules

We recommend removal of the local radio service ownership rules (sometimes called
the ‘points system’) and the local multiplex ownership rules
• It would reduce regulation on an industry facing difficult market conditions

• Research shows a majority of consumers are not concerned about single ownership 
within iocal commerciai radio.

• Most respondents agreed with or did not comment on this proposal.

The local cross media ownership rules

We recommend liberalisation of the local cross media ownership rules so that the
only restriction is on ownership of all three of: local newspapers (with 50% or more
local market share); a local radio station; and a regional Channel 3 licence
• Liberalisation could give the industry more flexibility to respond to pressures and 

remove potential barriers to the longer term sustainability of the sector. However, we 
consider that, based on consumer behaviour, some rules are still needed to protect 
plurality.

• Liberalisation will benefit citizens and consumers by helping to ensure that local 
content continues to be commercially provided.

• Most respondents agreed with our proposed recommendations, although some 
concerns were raised about the implications for plurality at the local level. We have 
considered these responses and, based on our analysis, consider that on balance 
liberalisation strikes the correct balance between allowing greater flexibility for industry 
while retaining protections for plurality.

The local ownership rules were put In place to ensure plurality In local media

3.2 Parliament put in place the local radio service ownership rules and the local cross 
media ownership rules to ensure that people can access diverse viewpoints and 
participate in local democracy in an informed way.

3.3 As we explain in our Consultation Document (paragraphs 5.14 -  5.22) we have found 
that people value local content, particularly local news. As we considered in detail in
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our discussion document on Local and Regional Media in the the local media 
sector is facing significant challenges. These result from structural changes in the 
media sector, which are being exacerbated by the current economic climate.

3.4 In the Digital Britain Final Report, Government asked us to look at all local ownership 
rules, including consider specifically:

• the impact of the current local ownership rules on the long term sustainability of 
the local media market; and

• whether the current radio ownership ‘points system’ (i.e. the local radio service 
ownership rules) are any longer desirable or sustainable.

3.5 Government noted that it believed that a case could be made for greater flexibility in 
the local cross media ownership and radio ownership rules to allow greater 
consolidation which could contribute to the sustainability of local voices alongside the 
BBC.

Local radio service ownership rules

The local radio service ownership rules limit the number of radio licences in an 
area that can be held by a single person and restrict local D AB multiplex 
ownership

3.6 The local radio service ownership rules limit:

• the number of analogue radio licences that one person can own in a local 
geographical area; and

• the number of local DAB multiplexes whose coverage overlaps that one person 
can own.

The rules are intended to ensure plurality in local radio

3.7 The restrictions on radio analogue licences effectively guarantee that where there are 
more than two commercial radio services in addition to the BBC, at least two will be 
owned by different entities. This is sometimes described as the ‘2+T rule, the ‘T 
signifying the BBC.

3.8 The multiplex rules are also intended to ensure plurality of local radio voice.

When we last reviewed the local media ownership rules we recommended 
som e changes to the local radio service ownership rules and no changes to 
the local cross media ownership rules

3.9 In our 2006 review we stated that we would consider the rules which affect radio in 
our subsequent Future of Radio -  the Next Phase consultation.^® This was because 
we felt it was important to consider the media ownership rules which affected radio in

” http://www.ofcom.ora.uk/research/tv/reports/lrmuk/
http://www.ofcom.ora.uk/consult/condocs/futureradio07/nextphase.pdf - see discussion of ownership beginning p, 50. 
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the context of other changes to the structure, licensing and regulation of commercial 
radio as a whole.

3.10 Following the Future of Radio -  the Next Phase consultation we recommended that 
the Secretary of State (CMS) consider:

• simplifying the local analogue and DAB services rules by bringing together the 
local analogue and DAB services rules into a single set of rules; and

• simplifying the local DAB multiplex ownership rules and noted that there may be 
a case for their abolition.

3.11 We concluded that, in the context of the sector at that time, the local cross media 
ownership rules should not be removed because they were still important for plurality 
in local media.

3.12 Our recommendations have not been implemented by Government to date, but in its 
Digital Britain Final Report Government stated that it accepted our recommendations 
to simplify the local radio service ownership rules.

We consulted on recommending removing all the local radio specific  
ownership rules

3.13 In our Consultation Document we considered the arguments in favour and against 
total removal of the local radio service ownership rules.

3.14 We considered that it was reasonable to recommend that the local radio service 
ownership rules be removed because:

• The financial pressures that stations face may provide some evidence to remove 
the rules, if stations might be made more viable by being under common ownership 
in given local markets. Alternative regulation of ownership might allow some cost 
reductions beyond those currently possible. This could lead to consumer benefits if 
stations were more viable. The opportunities for consolidation could be increased if 
the rules were removed rather than merely simplified as we previously 
recommended.

• The rules are detailed and complex regulation on an industry that is facing financial 
difficulties.

• New research shows that a majority of consumers are not opposed to single 
ownership in local commercial radio. If the rules are removed, the BBC’s local 
services and the community radio sector will continue to play a role alongside 
commercial local radio.

• There is a risk that the application of the rules could act to reduce choice for 
consumers in local markets. This could occur in cases where the operation of the 
rules requires station disposal and a buyer cannot be found for stations that must 
be disposed of. This risk could be heightened in the current economic climate.

See Ofcom’s The Future of Radio: The Next Phase: Statement and further consultation, 22 November 2007, p. 65. 
paragraphs.4.99 to 4.101.

Government’s Digital Britain Final Report, Chapter 5, paragraph 76.
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• The Secretary of State (BIS) will retain the discretion to intervene in the public 
interest if he believes that a merger raises public interest considerations, including 
plurality.

3.15 In 2007 we recommended simplifying the local radio multiplex rules, and noted that 
there might also be a case for their abolition. We suggest here that in view of 
Government’s stated policy agenda for radio, the proposed digital upgrade, retaining 
the rules could be a barrier to investment in the DAB platform. We also suggest they 
do little to guarantee plurality of voice.

3.16 The full evidence which supports our analysis is set out in paragraphs 5.26 -  5.52 of 
section 5 of our Consultation Document.

Consultation Responses

3.17 We had six consultation responses that supported removing the local radio service 
ownership rules (including Folder Media, Guardian Media Group, Ofcom Advisory 
Committee for Scotland, RadioCentre and Sunrise). A  further four (Arqiva, Consumer 
Focus Scotland, Dr Hutchison and the Newspaper Society) did not comment on this 
proposal; and one response, from BECTU, argued against our proposal.

3.18 Removal was endorsed or unchallenged by industry respondents, including non
station owners who would not be directly affected, and by four non-industry 
respondents.

B EC TU  argued that removing the rules would result in an insufficient 
guarantee of plurality

3.19 One response, from BECTU, argued against our proposal. It suggested that 
removing the rules would mean an insufficient guarantee of plurality, and suggested 
that there is no evidence that the rules are challenging the sector’s viability, or are 
disproportionate.

3.20 We considered a number of reasons for removing the rules. Viability was one of 
these: this argument was supported by several of our responses from the radio 
industry, including from the industry body RadioCentre. There were further reasons, 
set out in 4.14 above. No further evidence was offered against our suggestion that 
the current rules are complex and the radio rules are disproportionate relative to the 
size of radio as a sector.

3.21 In putting forward this recommendation, we hope to further the interests of citizens 
and consumers by removing any potential for the rules to cause commercial failures, 
thereby resulting in a lessening of plurality. Some relaxation could help to ensure 
local radio content continues to be commercially provided.

3.22 Having considered this response, we believe it remains appropriate to recommend 
removal of these local radio service ownership rules. We also note that the BBC 
would still provide a source of news independent from commercial radio.

3.23 The merger regime and the media public interest test would still operate, but they 
provide a less clear protection for plurality.
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One response commented on the local radio multiplex rule

3.24 In our consultation we suggested that (but did not explicitly consult on) the local 
multiplex ownership rules should be removed. We received one response which 
commented on this rule. The argument made was very similar to one made in 
response to our proposal to remove the national radio multiplex rule, and is therefore 
addressed below.

Our recommendation to the Secretary of State (CMS) is to remove all radio
specific local ownership rules

3.25 Taking into account consultation responses, our recommendation to the Secretary of 
State (CMS) is that all radio specific local ownership rules are removed.

Recommendation 1 

We recommend that the:

• local radio service ownership rules are removed; and

• the local multiplex ownership rules are removed

Local cross media ownership rules

The current rules limit the cross ownership of local media in three ways

3.26 At the moment there are three local cross media ownership rules. One person cannot 
own:

Regional Channel 3 licence and local newspapers

• a regional Channel 3 licence AND one or more local newspapers that have a 
local market share of 20% or more in the coverage area of that regional Channel 
3 licence.

Local radio licences and local newspapers/Channel 3 licence

• local radio licence(s) (where there are overlapping radio licences) with more than 
45% of the radio points in the radio coverage area AND one or more local 
newspapers with 50% or more of the local market share in the radio coverage 
area OR the regional Channel 3 licence where at least 50% of the potential 
audience of the radio licence reside within the coverage area of that regional 
Channel 3 licence.

Local radio licences and local newspapers and regional Channel 3 licences

• a local radio licence AND one or more local newspapers with a local market 
share of 50% or more in the radio coverage area AND the regional Channel 3 
licence the potential audience of which includes at least 50% of the potential 
audience of the radio licence.
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The aim of the local cross media ownership rules is to ensure plurality

3.27 The aim of the local cross-media ownership rules is to ensure plurality and protect 
against the dominance of the main sources of local news by one person.

We consulted on recommending liberalising the rules

3.28 In our Consultation Document we identified three main possible recommendations 
we could make to the Secretary of State (CMS) about the local cross media 
ownership rules:

• removing all the rules;

• keeping the rules as they are; and

• liberalising the rules.

3.29 We proposed recommending liberalising the rules to remove the first two of the three 
local restrictions outlined above (paragraph 3.26), so that the only remaining rule is 
the one which puts limits on the ownership of all three platforms: local radio licences, 
local newspapers and the regional Channel 3 licence.

3.30 The key arguments for liberalisation, as opposed to completely removing or keeping 
the current rules, set out in our Consultation Document are:

• Consumer behaviour has not yet significantly changed. People still rely on 
television, newspapers and radio as their main source of local news and that 
means that owners of these sources can still exert influence in local news. This 
option retains a minimum protection for plurality. This is an interest that 
Parliament felt was important when the rules were enacted.

• We recognise the local media industry is under pressure and some liberalisation, 
if proportionate, could help local media respond. Evidence suggests the greatest 
potential for synergies exists between cross consolidation of local press and 
radio.

• Research shows a majority of people are not concerned about local cross media 
ownership.

• Liberalising the rules so that they allow greater consolidation between two 
different media but still restricting ownership of all three media could be the 
appropriate balance between the two policy aims of ensuring a minimum level of 
plurality and allowing companies the freedom to innovate.

3.31 The key arguments against this option are that:

• Evidence suggests there is little immediate commercial appetite to consolidate 
across media and current trends are to consolidate within the newspaper and 
radio industries.

• While it is uncertain how developments in local media will progress, if cross 
media models are pursued, this option may not be sufficiently flexible to allow

26

MODI 00005812



For Distribution to CPs

Report to the Secretary of State (Culture, Media and Sport) on the Media Ownership Rules

industry to adapt. In that case, complete removal might be a more appropriate 
option.

3.32 The full evidence which supports our analysis is set out in paragraphs 5.68 -  5.86 of 
section 5 of our Consultation Document.

Consultation responses were generally supportive of liberalisation

3.33 Consultation responses were generally supportive of our proposed recommendation 
to liberalise the rules. Eight respondents supported liberalisation. Three respondents 
-  BECTU, Professor Hutchison and Ofcom’s Advisory Committee for Scotland -  
argued against liberalisation.

3.34 The Newspaper Society and Guardian Media Group went further than liberalisation 
and advocated complete removal. Guardian Media Group noted that while “any steps 
to reduce regulatory burdens and encourage owners to consider M&A activity within 
the local media sector” were “welcome”, and that they supported the 
recommendation to liberalise local cross-media ownership rules; “this partial 
liberalisation of local cross-media ownership rules will present only limited 
opportunities for synergies and therefore limited commercial benefits to media 
owners.” Guardian Media Group concluded that our proposals were “a helpful and 
positive step”, but that it would “not transform the position of local media 
organisations.”

3.35 We agree with Guardian Media Group’s submission that deregulation will provide the 
industry greater flexibility to respond to these pressures.

3.36 The benefits of deregulation must be weighed against the need to protect plurality. In 
particular, we note that based on current consumer behaviour, it is clear that a 
majority of consumer’s continue to use television (49%); newspapers (24%) and 
radio (12%) as their main source of local news.^^ Therefore, we believe that it is 
necessary to retain some protection for plurality in local media, and that total removal 
of the local media ownership rules is not appropriate.

3.37 Other responses provided conditional support for our proposal to liberalise the local 
cross media ownership rules. Sunrise Radio (Yorkshire) submitted that a local 
newspaper and local radio should not be allowed to merge when they are the only 
services in the area.

3.38 ISBA proposed a different system from our proposals setting out limits based on 
advertising revenue share. We note that ISBA’s suggestion focuses on the 
advertising market, which is relevant to the level of competition in the market and is 
not an appropriate test for plurality of viewpoints available to consumers.

It is helpful to clarify how the proposed liberalised rules might operate

3.39 Responses indicated that it would be helpful to clarify how the liberalised rules would 
operate.

3.40 The proposed liberalisation is not based on any new legislation. We are 
recommending that existing elements of the rules at the local level could be

Figure 8 , p .2 8  o f the Consultation Document, using data from the Ofcom media tracker, April 2 0 0 9 .
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r e m o v e d . I t  is for Government and ultimately Parliament to decide if and how to 
implement Ofcom’s recommendations on the media ownership rules.

3.41 If the local radio service level ownership rules are also removed as we recommend 
above, then there will be no limits - under the revised media ownership rules - on the 
total number of radio stations that a person can own. The merger regime, including 
the media public interest test, would still apply to any consolidation within the radio 
industry.

3.42 The proposed liberalisation of the local cross media ownership rules means that 
there would be no restrictions under the ownership rules (as distinct from the merger 
regime) on;

• one person owning multiple local radio services and all local newspapers; 

or

• one person owning the regional Channel 3 licence and all local.newspapers; 

or

• one person owning the regional Channel 3 licence and multiple local radio 
services.

3.43 As outlined above, if our recommendations were implemented the combined effect of 
the proposed removal of the local radio service ownership rules and the liberalisation 
of the local cross media ownership rules is that the only remaining ex-ante restriction 
on local media ownership is that one person could not own in a local radio coverage 
area;

• a local commercial radio licence; AND

• the regional Channel 3 licence the potential audience of which includes at least 
50% of the potential audience of that radio service; AND

• one or more local newspapers with 50% or more of the local market share in that 
radio coverage area.

3.44 The merger regime, including the media public interest test, would still apply to local 
ownership changes in accordance with the current provisions.

Subm issions against liberalisation raised concerns about plurality

3.45 Four responses (BECTU, Professor Hutchison, Consumer Focus Scotland and the 
Advisory Committee for Scotland) raised concerns about the implications of 
liberalisation for plurality.

3.46 BECTU submitted that all the rules should be kept as they are because people still 
rely on television, newspapers and radio and there is no evidence that the rules have 
hindered development in the sector.

 ̂These specific rules are at: section 1(2), Schedule 14 of the Act, and section 6(1)-(6), Part 2 of the Media Ownership (Local 
Radio and Appointed News Provider) Order 2003 (“the Ordef). The remaining cross platform local rule which we recommend is 
retained is at section 6(7), Part 2 of the Order.
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3.47 Professor Hutchison from the Glasgow Caledonian University raised concerns about 
the potential for real “local monopolies” in local news if local newspapers and radio 
merged. He argued that restrictions that apply only when a Channel 3 licence is also 
owned are not sufficient protection.

3.48 In putting forward the recommendation to liberalise the local cross media ownership 
rules, we took into account consumer research which shows that television is the 
most frequently cited main source of local news for consumers. Figure 8 in the 
Consultation Document^^ shows that 49% cite this as their main source of local 
news.

3.49 We also recognised that the implication of liberalisation is that there is greater 
potential for consolidation, particularly across local newspapers and radio.

3.50 We balanced the potential for this to occur against the fact that the liberalisation 
would enable local media the opportunity to develop new business models, needed 
in the current economic climate. This could give local media the opportunity to adapt 
and to ensure a level of local commercial media continues to be commercially 
provided.

3.51 We also took into account the fact that research shows that consumers still use 
television, radio and press as a main source of local news. We agree with BECTU’s 
point on this matter.

3.52 As a result, we proposed recommending liberalising the rules, rather than removing 
them completely, because we recognise the need to maintain a minimum protection 
for plurality in local media. We do not believe the arguments raised causes us to 
change our recommendations.

Implications for the nations

3.53 Specific concerns were raised by Consumer Focus Scotland and Ofcom’s Advisory 
Committee for Scotland about the implications of liberalisation for plurality in 
Scotland.

3.54

3.55

3.56

Consumer Focus Scotland was cautiously supportive of liberalisation but asked that 
Ofcom consider how it can monitor the impact on plurality in content in Scotland.

Ofcom’s Advisory Committee for Scotland noted that while they “appreciated and 
understood the logic” of liberalisation, they were concerned that it could allow one 
owner to dominate the news agenda in Scotland at the “local, regional and pan
Scottish level” . They put forward as an example that one person could own all the 
“major” press titles, radio stations and internet local news providers in Scotland. They 
submitted that this would not be in the public interest.

They also raised concerns that it could be argued by some that the protection for 
plurality provided by the media public interest test may not operate effectively in the 
Scottish context as the decision to intervene is made by the Secretary of State (BIS), 
sitting in Westminster. We address this in our section on the media public interest 
test at paragraph 8.14.

* Figure 8, Consumers’ main source of local news, 2004-2009, Consultation Document, p. 28.
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3.57 If the local cross media ownership rules are liberalised as we propose, then they will 
permit a greater level of consolidation among television, radio and newspapers 
providers in Scotland, as in all the nations. However, there would still be a number of 
protections for plurality.

We are proposing that a restriction be retained that prevents one person from 
potentially dominating the news agenda across all three platforms of radio, “local” 
newspapers (with a 50% or more market share) and Channel 3 television. This would 
mean that, as in all the nations of the UK. there would still be a restriction on one 
person owning in each local radio coverage area in Scotland:

• a commercial local radio licence; AND

• the regional Channel 3 licence the potential audience of which includes at least 
50% of the potential audience of that radio service;^'^ AND

• one or more “local” newspapers with 50% or more of the local newspaper market 
share in that radio coverage area.

3.58 The liberalised local cross media ownership rules would therefore continue to provide 
a level of protection for plurality across the three main sources of Scottish news in 
Scotland.

3.59 We note the Advisory Committee’s reference to internet local news providers as set 
out in paragraph 4.48 above. However we have found that in Scotland, as in the rest 
of the UK. the internet has not yet supplanted television, newspapers and radio as 
the main source of local and Scottish news. 25

3.60 In addition to the remaining restriction on local cross media ownership, other 
protections for plurality in Scotland would be provided by:

• The BBC. which would continue to provide an alternative source for news on 
television^® and radio. We acknowledge the Advisory Committee’s point that 
Radio Scotland -  the BBC’s radio service in Scotland - predominately provides 
Scottish wide coverage. However, we nonetheless consider that this provides an 
alternative voice in the local media landscape.

• The media public interest test, which would continue to be a back stop protection 
(we note and address the Advisory Committee’s concerns about the operation of 
the test in paragraph 8.14).

• The merger regime, which may also (indirectly) affect plurality by limiting 
consolidation in a particular market for competition reasons.

3.61 We also note that the national media ownership rules (which we recommend are not 
changed, refer section 5) would prevent a person who runs one or more “national” 
newspapers which have a UK wide market share of more than 20% from also holding

In Scotland, this would be the regional Channel 3 services provided by STV, which covers most of Scotland, or ITV 1 Border, 
Cumbria, North Cumberland and the Scottish Borders in the Scottish Borders region.

According to the Ofcom media tracker 2008,1 % of people in Scotland use the internet as their main source of news for what 
is going on in Scotland and 1% of people used the internet as their main source of new for what is going on in their local area. 

 ̂This includes the BBC Alba television service, which caters largely for Gaelic speakers.
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any licence to provide a Channel 3 service. This would apply to the regional Channel 
3 licences that cover Scotland.

Ofcom’s Advisory Committee for Scotland has specifically raised concerns about how 
ownership of the “major agenda-setting quality press” may evolve under the 
liberalised rules. Under the current rules and the proposed liberalised rules, whether 
a newspaper is a “local" or “national” newspaper, will depend on the circumstances of 
the case. This has an impact on whether the newspaper comes within the scope of 
the remaining local ownership restriction or the national cross-ownership restriction. If 
a newspaper is not clearly “local” or “national” , it is for Ofcom to determine in light of 
its circulation and influence in the UK. or part of the UK. at the time of the change in 
ownership which category the newspaper should be in for the purposes of the rules.

Regional newspapers that cover large sections of Scotland, pan-Scottish 
newspapers that cover all of Scotland and Scottish editions of UK wide newspapers 
all may fall within the “local” or “national” category. Ofcom will determine this on a 
case by case basis, taking into account each newspaper’s circulation and influence 
throughout the UK. or in a part of the UK (including Scotland or a local area).

We appreciate the concerns raised by some of our Scottish stakeholders and draw 
the Secretary of State’s (CMS) attention to these submissions. Having taken these 
into account, we still consider it appropriate to recommend liberalisation.

This is because local media is facing significant challenges across the UK. 
Liberalisation which permits greater cross media consolidation may give the industry 
more flexibility to respond to these pressures while still retaining some protections for 
plurality. We also consider that some relaxation of the local ownership rules benefits 
citizens and consumers by helping to ensure that local content continues to be 
commercially provided by enabling industry to adapt business models to respond to 
current challenges.

This issue has been raised by stakeholders in Scotland but we note that it would 
equally apply in the other devolved nations of Northern Ireland and Wales.

On balance we believe liberalisation is the appropriate recommendation

3.67 On balance, having taking into account the consultation responses, we consider that 
liberalisation is the appropriate recommendation to make to the Secretary of State 
(CMS).

3.68 Liberalisation ensures some rules are still in place while protecting a minimum level 
of plurality in local media. It limits cross-media ownership of all main sources of local 
news which consumer research demonstrates are still relied upon by consumers for 
news.

3.69 On the other hand, liberalisation gives industry some flexibility for limited instances of 
cross media consolidation to occur, which may help industry respond to market 
pressures. This will benefit citizens and consumers by helping to ensure that local 
content continues to be commercially provided.

3.70 In the medium to long term, further changes to the local cross media ownership rules 
may be appropriate as the market develops and cross media businesses emerge -  
however it is not yet clear how this will develop. Changes in consumer behaviour.
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and the way that local media businesses are developed will need to be taken into 
account. Changes in ownership under the rules in the nations will also be relevant.

3.71 If Ofcom’s proposals are implemented by the Secretary of State (CMS), we will 
monitor the impact of liberalisation of the local cross media ownership rules on 
plurality in content in Scotland and the other nations as part of our ongoing duty to 
review the media ownership rules at least every three years. The issue of plurality in 
the nations is also part of our general duty in section 3 of the Communications Act to 
secure a sufficient plurality of providers of different television and radio services.

Our recommendation to the Secretary of State (CMS) is to liberalise the local 
cross media ownership rules

3.72 Taking into account consultation responses, our recommendation to the Secretary of 
State (CMS) is that the local cross media ownership rules are liberalised so that the 
only restriction is that one person cannot own all three of: a local radio licence, local 
newspapers (with 50% or more local market share) and the regional Channel 3 
licence.

3.73 In making this recommendation, we draw the Secretary of State’s attention to the 
submissions by Scottish stakeholders. If our recommendations are implemented, we 
will continue to monitor the operation of the rules in the devolved nations as part of 
our ongoing duty to regularly review the media ownership rules.

Recommendation 2
We recommend that that the local cross-ownership rules are liberalised so that 
the only restriction is that one person cannot own all three of: a local radio 
licence, local newspapers (with 50% or more local market share) and the 
regional Channel 3 licence.
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Section 4

National cross media ownership rules
Introduction

4.1 This section considers the consultation submissions made about our
recommendations on the national cross media ownership rules and the national radio 
multiplex rules and sets out our recommendations to the Secretary of State (CMS) on 
these rules.

The key points covered in this section are:

The national cross media ownership rules

We do not recommend any changes to the national cross media ownership rules

• National free-to-air television and newspapers are still important sources of national 
news and ITV1 remains the second most significant free-to-air national news provider 
after the BBC.

• The majority of responses that commented on our proposed recommendation were 
supportive.

The national radio multiplex ownership rules

We recommend removing the national mutiplex ownership rules

• Multiplex ownership is a poor proxy for voice, and it may potentially conflict with 
Government's stated policy for digital migration on radio. Only one response objected 
to this proposal, and this response raised competition concerns which are separately 
regulated for, these not being the issue behind ownership regulation. It therefore did 
not cause us to change our proposed recommendation.

National cross media ownership rules

The national cross media ownership rules prohibit cross-ow nership of 
Channel 3 and national newspapers

4.2 The national cross media ownership rules prevent:

• one person owning both a Channel 3 licence and one or more national 
newspapers that have an aggregate market share of 20% or more; and

• the owner of one or more national newspapers (with an aggregate market share 
of 20% or more) owning more than a 20% interest in a company which holds a 
Channel 3 licence.

4.3

4.4

‘National’, in the context of these rules, means UK-wide.

The national cross media ownership rules operate separately from the merger regime 
and the media public interest test.
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The rules allow som e cross media ownership but at the same time protect 
plurality in national media

4.5 Parliament made the national cross media ownership rules to stop individuals owning 
significant interests across different types of media because this could give 
individuals too great a share of the national media voice.

4.6 The current rules apply to the Channel 3 licences and national newspapers because 
Parliament considered these media to have a high potential level of influence.

We consulted on recommending that the national cross media ownership rules 
be retained as they are

4.7 In our Consultation Document we identified three main possible recommendations 
we could make to the Secretary of State (CMS) about the national cross media 
ownership rules:

• removing all the rules;

• keeping the rules as they are; and

• liberalising the rules.

4.8 Our proposed recommendation was option 3 -  retaining the rules as they are. This 
was because we thought that it was reasonable to conclude that Parliament’s 
rationale for putting the rules in place is still applicable. This is because of the 
evidence that the way people consume national news has not yet changed 
significantly, and in particular the two key pieces of evidence that:

• National free-to-air television and newspapers are still important sources of 
national news; and

• ITV1 remains the second most significant free-to-air national news provider after 
the BBC. This remains the case despite a decline in ITVTs share of total 
national news viewing hours. This fell from 25.9% in 2006 to 21.7% in 2008.^'

4.9 The full evidence which supports our analysis is set out in paragraphs 6.7 -  6.22 of 
section 6 of our Consultation Document.

Of the consultation responses which commented on this issue, the majority 
were supportive

4.10 The majority of responses did not comment on this proposal. Two were supportive 
(BECTU and Guardian Media Group) and Sky argued against the proposal.

Figure 26 and paragraphs 6.18 -  6.20 of the Consultation Document.
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Guardian Media Group and Sky submitted that we should take account of the 
growth of non-traditional media

4.11

4.12

4.13

4.14

Guardian Media Group and Sky both submitted that we should take more account of 
the growth of non-traditional media (like the internet). Guardian Media Group 
submitted that the rules should be extended to cover non-traditional media. Sky 
suggested that the evidence did not support retaining the rules. It also made several 
comments about our approach to the review, which are considered above at 
paragraphs 2.55 to 2.59.

As we discuss at paragraphs 2.34 to 2.38, evidence indicates that while the internet 
is having a significant impact, it has not yet replaced television and newspapers as a 
main source of UK and local news. Indeed, there are indications that television has 
grown in importance as a main source of news.

Sky also submitted that our analysis downplayed the decline of national newspapers. 
We acknowledge that newspapers have declined in importance as a main source of 
UK news since the rules were last changed - from 15% of people in 2004 to 8% in 
2009. However, consumers still say that newspapers are their second most used 
main source of news. In addition, they retain an important role in setting the news 
agenda.

As a result, we believe that, in this review, retaining the rules in their current form 
remains an appropriate recommendation.

Our recommendation to the Secretary of State (CMS) is to keep the national 
cross media ownership rules as they are

4.15 Taking into account consultation responses, our recommendation to the Secretary of 
State (CMS) is that the national cross media ownership rules are kept as they are.

Recommendation 3

We do not recommend any change to the national cross media ownership 
rules.

National Radio Multiplex rules

The national radio multiplex rules limit the ownership of national multiplexes

4.16 The national radio multiplex rules prohibit one person from owning more than one 
national DAB multiplex.

We consulted on removing the national radio multiplex ownership rules

4.17 In our Consultation Document we considered that it was reasonable to recommend 
that the rules be removed because:

• In the case of multiplexes, ownership is not a direct proxy for voice. In the case 
of the television multiplexes, there is no ownership restriction. It is therefore not 
clear that the rule achieves the purpose it is intended to.
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4.18

• In the nationa l d igita l rad io  m arket, G ove rn m en t’s  prim ary po licy  is one  o f digita l 
m igration, and ow nersh ip  m ay be a se co nd a ry  cons ide ra tion  to th is, indeed the 
rule cou ld  be a po ss ib le  d is in cen tive  to investm ent in the D A B  platform .

The  full e v iden ce  w h ich  supports ou r an a ly s is  is se t out in parag raphs 6 .35 -  6 .46 o f 
ou r C onsu lta tion  Docum ent.

Consultation Responses

4.19  W e  rece ived  five consu lta tion  re spo n se s  that supported  our p roposa l to rem ove th is 
rule (inc lud ing A rq iva , G ua rd ian  M ed ia  G roup , O fcom  A dv iso ry  Com m ittee  for 
S co tland  and Rad ioCen tre ). F ive  did not com m ent on the proposa l (B E C T U , Fo lde r 
M ed ia , P ro fe sso r H utch ison , IS B A  and the N ew spape r Socie ty). O n e  o f the 
supportive  re spo n se s  em phas ised  that it is des irab le  to have  a range o f D A B  
se rv ice s.

4 .20  O ne  re spon se  w as  aga in st rem ova l, vo ic ing  com petition-orien ted conce rns . It stated 
that: “[removal] cou ld  create  a carte  b lanche  for m onopo lies  and unfair com petition... 
[m ultip lex owners] cou ld  d ictate w ho  the program m e p rov ide rs w ou ld  be po ss ib ly  to 
the detrim ent o f innovative  new er ope ra to rs”.

4.21 T h e se  com petition conce rn s are  add re ssed  by separa te  (and, w e  suggest, adequate) 
law  and regulation. In addition to genera l com petition law, there Is a sp e c if ic  p rov is ion 
w ith in m u ltip lex licen ce s  for fa ir and e ffective  com petition (see  Se c tio n  316 o f the 
C om m un ica tion s  Act, and Section  54 (1) o f the 1996 B roadcasting  Act).

4 .22  In re spon se  to the point m ade about range o f se rv ice s, w e are  strong ly  in ag reem ent 
w ith this, and in our currently open  rad io consu lta tion  m ake p roposa ls  fo r in creas ing  
the num ber o f nationa l D A B  se rv ice s .

Our recommendation to the Secretary of State (CMS) is that the national 
multiplex rules are removed

4.23  Tak ing  into accoun t consu lta tion  re spon ses, ou r recom m endation  to the Se c re ta ry  o f 
S ta te  (C M S ) is that the national rad io  m u ltip lex ru les a re  rem oved.

Recommendation 4:

We recommend that the national radio multiplex rules are removed.
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Section 5

Restrictions on broadcast licences
Introduction

5.1 T h is  section  looks at the genera l d isqua lifica tions and qualified restrictions on 
b roadcast licen ce s  and con s ide rs  the consu lta tion  re spo n se s  w h ich  w e rece ived  in 
re spon se  to ou r p roposed  recom m endations. It then se ts  out ou r recom m endation  to 
the S e c re ta ry  o f S ta te  (C M S ) to retain th ese  ru les in the ir current form.

The key points covered in this section are:

We recommend retaining the restrictions on broadcast licences in their current form

• In our Consu lta tion  D ocum ent w e  found that the rationale  for the restrictions on 
b roadcast licen ce s  rem ains unchanged . Pa rliam en t se t ownership restrictions for 
television and radio broadcasting licences to guard against undue influence, as these 
media can still influence society. Th is remains the case.

• W e received three responses, all of which agreed with our proposed recommendation.

There are rules which limit who can hold a broadcast licence

5.2

5.3

U nde r the m ed ia ow nersh ip  ru les, a b roadcast licence  is a licence  granted under the 
B roadcasting  A c t 1990 or the B roadcasting  A c t 1996 fo r independent te lev is ion  
se rv ice s , independent rad io se rv ice s , d ig ita l terrestria l te lev is ion  broadcasting  and 
digital terrestria l sound  broadcasting .

The  m ed ia ow nersh ip  ru les restrict b roadcast licens ing  in two ways:

• G ene ra l d isqua lifica tions fo r those  w ho a re  prohibited from  hold ing all types of 
b roadcast licence:

o

o

o

o

o

o

loca l authorities^®; 

politica l bodies; 

advertis ing  agenc ies;

pe rson s who, in O fcom ’s  op in ion, are sub ject to undue in fluence  by a 
d isqua lified  person su ch  a s  to act aga inst the pub lic  interest;

the B B C  and W e lsh  Authority  (who are licen sed  separate ly); and

any  o rgan isa tion  or ind iv idual w ho is nam ed a s  a restricted person 
under P a rt II, S ch ed u le  2 o f the B roadcasting  A c t 1990.

• Q ua lif ied  restrictions for those  w ho are proh ib ited from  hold ing certa in  types o f 
b roadcast licence:

o  re lig ious bodies;

Subject to the provisions of s.142 Local Government Act 1972 which allows authorities to broadcast information relating to 
their activities.”
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o pub lic ly  funded bod ies; and 

o b roadcasting  bod ies.

5.4 The  restrictions are  com p lex  and app ly  d ifferently  to d ifferent o rgan isa tion s and 
licences . T hey  are  exp la ined  in deta il in se c tio n s  7.9 -  7 .28 o f ou r Consu lta tion  
Docum ent.

The aim of the rules is to protect against undue influence and to ensure 
plurality

5.5 Pa rliam en t in troduced ru les to prevent o r put restrictions on certa in peop le  hold ing a 
b roadcasting  licen ce  be cau se  these  peop le  m ay exe rc ise  undue in fluence.

5.6 Further de ta ils  on Pa rliam en t’s  rationa le  for restrictions are  se t out in se c tion s  7.5 -
7.28 o f the C onsu lta tion  Docum ent.

We consulted on keeping the rules as they are

5.7 A s  outlined in se c tio n s  2.23 to 2 .25 in th is report, our app roach  in th is review  has 
been to con s ide r w hether the m ed ia ow nersh ip  ru les a re  still operating e ffective ly  in 
de live ring  the pu rpo ses w hich Pa rliam en t in tended.

5.8 In our C onsu lta tion  D ocum ent w e identified and a s se ssed  the argum ents in favou r 
and aga in st th ree po ss ib le  options fo r the ru les on b roadcast licence  restrictions.

• Keep ing  the ru les a s  they are;

• R em ov ing  som e  o f the restrictions; and

• Rem ov ing  all o f the restrictions (genera l and qualified).

5.9 The  m ain argum ents in favou r o f retain ing the ru les in the ir current form  w ere that:

• R e se a rch  sugg es ts  te lev is ion  and rad io continue to be in fluentia l m edia; and

• D esp ite  a s ign ifican t rise in the num ber o f m u ltichanne l hom es in the UK , 
C hann e l 3 and C hann e l 5 continue to attract s ign ifican t aud ien ce  sha re  and 
rem ain influential.

5.10 The  key  argum ent fo r rem oving som e  or all o f the restrictions w as that the growth in 
on line  content m ight m ean that the in fluence  o f te lev is ion  and rad io  had reduced , a s 
a greater num ber o f so u rce s  o f new s and inform ation are  now  ava ilab le  online.

5.11 O n  ba lance , as outlined in se c t io n s  7.32 -  7.43 o f our Consu lta tion  Docum ent, 
e v id en ce  did not show  that cond itions have changed so  that w e  shou ld  recom m end 
that the Se c re ta ry  o f S ta te  (C M S ) re lax the genera l and qua lified restrictions on w ho 
can  hold a b roadcast licence .
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We received three consultation responses which all supported our proposed
recommendation to retain these restrictions

5.12 Th ree  responden ts com m ented on our p roposa ls  to retain the broadcasting  licence  
restrictions in their current form  - B E C T U , the N ew spape r So c ie ty  and O fcom ’s 
A d v iso ry  Com m ittee  fo r Sco tland .

5 .13 O fcom ’s  A d v iso ry  Com m ittee  for S co tland  supported  our proposa l to recom m end that 
the genera l and qua lified restrictions on broadcasting  licen ce s  are retained.

5.14 B E C T U  sp e c if ica lly  supported  the current restrictions w h ich  app ly  to advertis ing  
ag en c ie s  and to re lig ious bod ies, on the g rounds that they favou r restrictions w hich 
prom ote plurality and prevent e x ce ss iv e  concentra tion  o f ow nersh ip .

5.15 The  N ew spape r S o c ie ty  strong ly  supported  the retention o f restrictions on 
broadcasting  licen ce s  in respect o f local authorities, stating that there shou ld  be 
stronger restrictions upon pub lic  au tho rities ’ m ed ia  activ ities.

5 .16 In re spon se  to th is issue , under the ex isting  ru les local au thorities are  prohib ited from  
hold ing a b roadcasting  licence  fo r te lev is ion  or rad io a s  Pa rliam en t be lieved that they 
m ight in fluence  the editoria l content and the agenda  o f b roadcaste rs.

5 .17 A s  outlined in parag raph  6.2 above, the m ed ia  ow nersh ip  ru les on ly  re late to 
te lev is ion  and rad io  b roadcasting  lice n se s  and do  not extend to new spapers or on line  
media.

5 .18 W e  note that in the D ig ita l B rita in F ina l Report, G overnm en t a sked  the Aud it 
C om m iss io n  to undertake a sp e c if ic  enqu iry  into the adve rse  im pact on local 
n ew spapers o f the in creas ing  ro le o f loca l authorities in taking paid advertis ing  to 
support loca l authority in form ation sheets.^®

Our recommendation to the Secretary of State (CMS) is that the restrictions on 
broadcast licences are retained

5.19 Tak ing  into accoun t the consu lta tion  re spo n se s  w hich w e rece ived , our 
recom m endation  to the Se c re ta ry  o f S ta te  (C M S ) is to keep  the b roadcast licence  
restrictions a s  they are.

Recommendation 5:

We do not recommend any change to the restrictions on broadcasting 
iicences.

29 Government’s Digital Britain Final Report, June 2009, p. 154,
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Section 6

Appointed news provider rule
Introduction

6.1 T h is  section  exam ine s the appo in ted new s prov ider rule and con s ide rs  the re spon se s  
w h ich  w e rece ived  in re spon se  to our p roposed  recom m endation  that th is rule shou ld  
be reta ined. It then se ts  out ou r recom m endation  to the Se c re ta ry  o f S ta te  (C M S ) on 
th is rule.

The key points covered in this section are:

We recommend that the Secretary of State (CMS) retain the appointed news provider
..................................................................... ........................... ..

• In our Consu lta tion  D ocum ent w e found that the rationale  fo r the ru les rem ains 
unchanged , a s  the C hanne l 3 licen ce  ho lders rem ain the la rgest com m erc ia l te lev is ion  
p rov iders in te rm s o f aud ien ce  share .

• W e  rece ived  four re spo n se s  to th is during the consu lta tion  period, th ree o f w h ich 
supported  our proposa l.

Channel 3 licence holders must get their news from a source that is 
independent of the B B C  and suitably well funded

6.2 T he  aim  of the appo in ted new s prov ider rule is to ensu re  that the prov is ion  o f national 
and in ternational new s to C hanne l 3 is approp ria te ly  funded and p rov ides e ffective 
com petition to the B B C .

6.3 The  key e lem en ts o f the appo in ted new s p rov ider rule are  that:

• A ll reg iona l C hanne l 3 licen ce  ho lders m ust get the ir new s from  a s ing le  body that 
is su itab ly  w ell-funded and independent o f the B B C ;

• T he  lim its and d isqua lifica tions on ho ld ing a Channe l 3 licence  a lso  app ly  to the 
appo in ted new s provider;

• T h e  appo in ted new s prov ider is sub ject to restrictions on having in terests in 
new spapers; and

• T he  Sec re ta ry  o f S ta te  (C M S ) m ay requ ire  the C hanne l 5 licen ce  ho lder to sou rce  
its new s from  an appo in ted new s p rov ider if he o r sh e  is sa tis fied  that the 
aud ien ce  sh a re  o f C hanne l 5 is b road ly  the sam e  a s  that o f C hanne l 3.

6.4 The  rule is exp la ined  in deta il in the Consu lta tion  D ocum ent in pa rag raphs 8.3 -  8.6.
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Channel 3 has a significant roie to piay in ensuring piuraiity of news provision

6.5

6.6

C hanne l 3, a s  the la rgest com m erc ia l te lev is ion  channe l, ha s an e sp e c ia lly  im portant 
ro le to p lay  in ensu ring  plurality in new s prov is ion.

In term s o f aud ien ce  share , ITV 1 °̂ is the la rgest com m erc ia l a lte rnative  to the B B C , 
and a s  su ch  it p lays an im portant role in ensu ring  that there is adequate  p lurality in 
new s prov ision.

We consulted on keeping the rule in its current form

6.7 In ou r Consu lta tion  D ocum ent w e  identified and a s se ss e d  the argum ents in favour 
and aga in st three m ain po ss ib le  options fo r ou r recom m endations:

• R em ov ing  the rule entirely;

• M ain ta in ing  the rule in its current form; or

• Extend ing  the rule to g ive  O fcom  pow ers to check  the resourc ing  o f C hanne l 4 
news.

6.8 The  key  argum ent in favou r o f reta in ing th is ru le w as that the rationale  se t by 
Pa rliam en t fo r th is rule rem a ins unchanged , as:

• O u r re search  show s that a majority o f peop le  continue to use  te lev is ion  a s  the ir 
m ain sou rce  o f news; and

• C hanne l 3 rem ains the m ain new s p rov ider in term s o f aud ien ce  share , after the 
B B C .

6.9 The  main argum ent in favou r o f rem oving the rule entire ly  w as  that the growth in the 
num ber o f m u ltichannel hom es m eant that there are  an in creas ing  num ber of 
a lte rnative  channe ls  to the B B C  w h ich  v iew e rs cou ld cho o se  to a c c e s s  for new s 
prov is ion.

6 .10 The  o ther option w e proposed in the Consu lta tion  D ocum ent w as to extend the scope  
o f the ex isting  rule so  that O fcom  ch e ck s  the resourc ing o f C hanne l 4 new s a s  w ell 
a s  the appo in ted new s prov ider fo r C hanne l 3. Th is  a rgum ent w as  put fon/vard by the 
H ouse  o f Lo rd s S e le c t Com m ittee  Repo rt on T h e  O w nersh ip  o f the N e w s ’.

6.11 O n ba lance , based  on the e v iden ce  and an a ly s is  set out in ou r Consu lta tion  
Docum ent, w e conc luded  that it w a s  appropria te  to p ropose  recom m end ing  retain ing 
the rule in its current form. E v id en ce  supporting  th is can  be found at pa rag raphs
8.11 -  8 .15 o f ou r Consu lta tion  Docum ent.

See Figure 29, p. 69 of Consultation Document for ITV 1's (including STV and UTV) audience share, 
http://www.publications.parliament.uk/pa/id200708/idselect/ldcomuni/122/12202.htm
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We received four responses to our proposal on this rule in the Consultation
Document

6.12 Fou r responden ts com m ented  on th is rule in the ir subm iss io n s  -  B E C T U , O fcom ’s 
A d v iso ry  Com m ittee  fo r S co tland  and C hanne l 4 ag reed  w ith ou r proposa l. S k y  
m ade genera l com m ents aga inst.

6 .13 B E C T U  supported  ou r recom m endation  to retain the rule in its current form, noting 
that C hanne l 3 con tinues to be a s ign ifican t and popu la r sou rce  fo r nationa l new s and 
stre ss ing  that “e sp e c ia lly  in the current c lim ate  o f uncerta in ty fo r com m erc ia l pub lic 
se rv ice  b roadcasting  in the U K ”, it be lieved it w as  “essen tia l that the current system  
requiring an appo in ted new s p rov ider be re ta ined.”

6 .14 O fcom ’s  A d v iso ry  Com m ittee  fo r S co tland  a lso  supported our p roposa l to retain the 
appo in ted new s p rov ider rule.

6 .15 C hanne l 4 responded  to a p roposed  option put fon/vard in the Consu lta tion  D ocum ent 
to g ive O fcom  pow ers to ch e ck  the resourc ing  o f C hanne l 4, a s  w ell a s  the appo in ted 
new s p rov ider fo r C hanne l 3.

6 .16 In ag ree ing  w ith a p roposed  option to extend the ru les to co ve r C hann e l 4 h ighlighted 
that new s “s its  at the heart o f its pub lic  se rv ice  de live ry”, and that it “rem ains 
com m itted to p lurality in new s p rov is ion ”. C hanne l 4 therefore subm itted that there 
w as no ca se  fo r extend ing the appo in ted new s prov ider rule to co ve r it a s  well a s  
C hanne l 3, s tre ss ing  that, neve rthe less, “it w ill p lay  its part in m ainta in ing a 
su sta in ab le  a lte rnative  sou rce  o f U K -w ide  and in ternational new s to the B B C .”

6 .17 In ou r Consu lta tion  Docum ent, w e did not put fon/vard th is p roposa l a s  our preferred 
option be ca u se  w e noted that, based  on C hanne l 4 ’s  current au d ien ce  share^^ and 
on the current ro les o f the com m erc ia l pub lic  se rv ice  b roadcaste rs, w e  do not be lieve  
that there is a ca se  fo r change  at present.

6 .18 S k y  subm itted that w e had “p layed down the sign ifican t in c rea se  in the use  o f the 
in ternet a s a m ain sou rce  o f new s and the re lative dec line  in the use  o f national 
new spape rs .” T h is  po int w as ra ised  m ore genera lly  in re lation to the appo in ted new s 
p rov ider ru le a s  part o f the nationa l te lev is ion  m ed ia ow nersh ip  ru les a s  a whole, and 
a s  su ch  w e have add re ssed  the con ce rn s  ra ised  by S k y  in g rea te r deta il in 
pa rag raphs 2 .55 to 2 .59  above.

6 .19 There fo re, hav ing exam ined  each  o f the argum ents put fon/vard in the re spon se s  to 
th is se c tion  o f the Consu lta tion  Docum ent, w e  recom m end that the appo in ted new s 
p rov ider rule is retained.

Our recommendation to the Secretary of State (CMS) is that the appointed
news provider rule is retained in its current form.

6.20 Tak ing  into accoun t consu lta tion  re spon ses, ou r recom m endation  to the S e c re ta ry  o f 
S ta te  (C M S ) is that the appo in ted new s prov ider rule is reta ined in its current form.

Channel 4 and S4C viewing to national news annually is 4% of the total hours watched annually, compared to ITVI's total 
share of 21.7% and BBC at 53.8%.
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Recommendation 6:

We do not recommend any change to the appointed news provider ruie.
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Section 7

The media public interest test
Introduction

7.1 T h is  section  con s id e rs  the m ed ia  pub lic  in terest test a s  it app lie s  to m ergers. W e  
con s ide r consu lta tion  re spo n se s  on our preferred recom m endation  that the test 
shou ld  be reta ined in its current form  and se t out our recom m endation  to the 
Se c re ta ry  o f S ta te  (C M S).

The key points covered in this section are:

We recommend retaining the media public interest test in its current form

• The  pu rpose  o f the m ed ia  pub lic  in terest test is to sa feguard  m ed ia ow nersh ip  and we 
have  found that the rationa le  has not changed.

• M ost re spo n se s  to the consu lta tion  did not exp lic itly  com m ent on the recom m endation  
to retain the m edia pub lic  in terest test, a lthough severa l m ade genera l com m ents 
about the ongo ing need to protect p lurality o f m ed ia  ownersh ip .

The Secretary of State (BIS) may intervene in media mergers if there are 
“public interest” considerations

7.2 The  S ec re ta ry  o f S ta te  (BIS) m ay cho o se  to in tervene in the fo llow ing types o f m ed ia 
m ergers on the pub lic  in terest g rounds se t out:

• N ew spape r m erge rs -  the m ed ia pub lic  in terest test a s s e s s e s  w hether the 
m erger m ight a ffect the need for:

o  the accu ra te  presen tation  o f the news;

o  the free  exp ress ion  o f opinion;

o  a su ffic ien t p lurality o f v iew s in new spapers, to the extent reasonab le  
and p racticab le

• B roadcasting  and c ro ss  m ed ia  m ergers -  the m edia pub lic  in terest test a s s e s s e s  
the re levance  to the m erger o f the need for:

o  plurality o f peop le  contro lling the media;

o  ava ilab ility  th roughout the U K  o f b roadcasting  o f high quality and w ide 
appea l;

o  peop le  in control o f the m edia to have  a genu ine  com m itm ent to the 
b roadcasting  standard  ob jectives se t out in the Com m un ica tion s A c t 
(e.g. due  im partia lity  o f news).
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7.3 T he  p rov is ions and the p rocess , invo iv ing the Secre ta ry  o f S ta te  (BIS), O fcom  and 
the Com petition  C om m iss io n  a re  se t out in deta ii in our Consu ita tion  D ocum ent at 
pa rag raphs 9.10 -  9.18.

One of the purposes of the media public interest test is to protect plurality in 
media ownership

7.4 The  m ed ia pub iic  in terest test w as put in p iace  a s  a sa feguard  to p reven t undue 
concentra tion  o f ow nersh ip  in b roadcasting  and new spapers, and in the ca se  o f 
new spaper m ergers, to prevent a m erger go ing ahead  w h ich  m ay ra ise  conce rn s 
about editoria i in terference in the accu ra te  presentation o f new s. It a llow s the 
Secre ta ry  o f S ta te  (BIS) to take into a ccoun t facto rs o ther than com petition is su e s  
w h ich  m ay be re levant to the merger, su ch  a s  im partia lity and free exp ress ion  o f 
opin ion, w h ich  m ay ac t aga in s t the pub lic  interest.

We consulted on keeping the rule in its current form

7.5 In our Consu lta tion  D ocum ent w e identified and a s se ss e d  the a rgum ents in favou r o f 
and ag a in s t two m ain poss ib le  options for ou r recom m endations: rem ova l or retention 
o f the current m edia  pub lic  in terest test.

7.6 W e  conc luded  that it is appropria te  to recom m end m aking no chang e s  to the current 
m edia pub lic  in terest test b e cau se  it p lays an  im portant ro le a s  a final sa feguard  that 
can  be invoked by the Secre ta ry  o f S ta te  (BIS) shou ld  he or she  fee l the need a rises, 
for exam p le , in o rder to protect p lurality in the even t o f a m ed ia  m erger and w e 
be lieve  the rationale  for P a rliam en t’s  de c is ion  to inc lude a m edia pub lic  in terest test 
has not changed.

7.7 In addition, w e suggested  that if o ther m ed ia  ow nersh ip  ru les are re laxed the ro le o f 
the test in acting  a s  a sa feguard  o f the pub lic  interest, fo r exam p le  in plurality, cou ld 
becom e m ore important.

7.8 W e  cons ide red  that there m ay be argum ents for rem oving the m ed ia pub lic  in terest 
test if its ex is ten ce  currently de te rs potential m ed ia m ergers or if com petition in m edia 
m arkets au tom atica lly  de live rs p lurality and d iversity.

Three respondents agreed with our proposed recommendation to retain the 
media pubiic interest test

7.9 M ost re spo n se s  to the consu lta tion  did not exp lic itly  com m ent on the proposed 
recom m endation  to retain the m ed ia pub lic  in terest test, a lthough seve ra l m ade 
genera l com m ents abou t the ongo ing need to protect p lura lity  o f m ed ia  ow nersh ip .

7.10 Th ree  re spon se s  exp lic itly  supported  our proposed recom m endation  to retain the 
current te sts (B E C T U , O fcom ’s  A dv iso ry  Com m ittee  for S co tland  and G uard ian  
M ed ia  G roup). In offering th is support, two re spon se s  ra ised  issues.

Ofcom ’s Advisory Committee for Scotiand and the Guardian Media Group 
indicated more ciarity is needed in the way that the test appiies to iocai or 
regionai mergers

7.11 G uard ian  M ed ia  G roup  suggested  there shou ld  be m ore c la rity  abou t the
c ircum stan ce s  under w hich a te st wou ld be used. S im ila rly  O fcom ’s  A dv iso ry
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7.12

Com m ittee  for S co tland  ind ica ted that m ore cla rity  is required abou t how  the test 
app lie s  in local o r reg iona l m ergers and how  devo lved  institu tions cou ld  be invo lved 
in the p rocess . Its re spon se  ra ised  con ce rn s  that the protection for p lurality prov ided 
by the m ed ia pub lic  in terest te st m ay not operate  e ffective ly  in the Sco ttish  context a s  
the de c is ion  to in tervene w ill be m ade in W estm inster.

A s  noted in our Consu lta tion  Docum ent, O fcom  will co n s id e r if it is appropria te  to 
revis it ou r gu ide line s on the operation  o f the m ed ia  pub lic  in terest test to se e  if they 
can  be usefu lly  updated in light o f our in c rea sed  understand ing o f the p ro ce ss  w hen 
the lega l appea ls  p ro ce ss  in the ca se  o f S k y ’s  acqu is ition  o f a s take  in ITV is 
conc luded .

7 .13 S in ce  the Secre ta ry  o f S ta te  (BIS) is re spon s ib le  for in itiating the m edia pub lic  
in terest test p rocess , O fcom  canno t com m ent on the c ircum stan ce s  under w h ich  a 
test w ou ld  be used . W e  note these  con ce rn s  to the S e c re ta ry  o f S ta te  (C M S).

Ofcom ’s Advisory Committee for Scotland noted that the test depended on 
application in W estminster rather than in Scotland

7.14 W e  note O fcom ’s  A dv iso ry  Com m ittee  to S co tla n d ’s  conce rn s abou t the la ck  o f an 
exp lic it ro le for the invo lvem ent o f devo lved  au thorities in a pub lic in terest dec is ion . 
W e  con s ide r that w hether or not to rev iew  the invo lvem ent o f the devo lved  au thorities 
is a po litica l dec is ion  for the S e c re ta ry  o f S ta te  and Pa rliam en t to de c id e  upon. 
How ever, w e note th ese  com m ents to the Secre ta ry  o f S ta te  (C M S).

The Newspaper Society proposed complete removal of the media public 
interest test

7.15 The  N ew spape r So c ie ty  p roposed  com p le te  rem oval o f the m edia pub lic  in terest test. 
T h is  v iew  w as based  on the fact that the m ed ia pub lic  in terest test has not been used 
for local m ergers and under the p rev ious reg im e loca l new spaper m ergers w ere  
rare ly b locked  on plurality pub lic  in terest g rounds. In add ition it a rgued that, g iven the 
large num ber o f in form ation sou rces , a test to prevent lo ca l m ergers on plurality 
g rounds is not required. The  N ew spape r So c ie ty  proposed, however, that there is a 
need for ru les to facilita te  loca l conso lida tion  to enab le  the su rv iva l o f local 
new spapers.

7 .16 In re spon se  to th is w e note that the test w ou ld  not be au tom atica lly  triggered in the 
ca se  o f a local merger, rather on ly  at the Secre ta ry  o f S ta te ’s  (BIS) d iscretion. W e  
a lso  note that the pub lic  in terest test doe s  not ju st app ly  to loca l m ergers; it p lays an 
im portant role a s  a backstop  to protect m ed ia  ow nersh ip  p lurality m ore broadly.

7.17 F ina lly , on the need for ru les to fac ilita te  lo ca l conso lida tion  w e note that 
G ove rnm en t’s  D ig ita l B rita in F ina l Report conc luded  that the existing m erger reg im e 
is flex ib le  and is capab le  o f taking into a ccoun t potential positive a spe c ts  o f local 
m ergers, includ ing avo idance  o f fa iling firm  argum ents, e ffic ien c ie s and custom er 
benefits. O fcom  will p lay  a ro le in the m erger p rocess , prov id ing the O F T  with a Loca l 
M ed ia  A sse s sm e n t covering  re levant facto rs to the m erger, inc lud ing re levant 
in form ation about the potentia l pos itive  e ffects o f a lo ca l new spaper merger.

7.18 Fo r th is reason w e do not be lieve  it is n e ce ssa ry  to con s ide r recom m end ing that new  
ru les to facilita te  loca l n ew spaper conso lida tion  are  required. Tak ing  into accoun t
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consu lta tion  re spon ses, ou r recom m endation  to the Secre ta ry  o f S ta te  (C M S ) is to 
retain the m edia pub lic  in terest test in its current form.

Our recommendation to the Secretary of State (CMS) is that the media public 
interest test is retained in its existing form

7.19 Tak ing  into a ccoun t consu lta tion  re spon ses, ou r recom m endation  to the Se c re ta ry  o f 
S ta te  (C M S ) is to recom m end that the pub lic  in terest is retained in its current form. In 
do ing so, w e note O fcom ’s  A d v iso ry  Com m ittee  for S co tla nd ’s  conce rn s about the 
la ck  o f an exp lic it ro le for the invo lvem ent o f devo lved au thorities in a pub lic  in terest 
dec is ion .

Recommendation 7:

We do not recommend any change to the media public interest test.
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List of respondents
A rq iva

B roadcasting  Enterta inm en t C in em atog raph  and Theatre  Un ion  (B E C T U )  

C hanne l 4

C o n sum e r F o cu s  Sco tland  

Fo lde r M ed ia  

G uard ian  M ed ia  G roup

P ro fe sso r H utch ison  (G la sgow  C a led on ian  Un iversity)

ISB A

N ew spape r S o c ie ty

O fcom ’s  A d v iso ry  Com m ittee  for Sco tland  

R ad ioC en tre

Su n rise  R ad io  (Yorksh ire)

S ky

U T V  (confidentia l re sponse)

48

MODI 00005834



For Distribution to CPs

Report to the Secretary of State (Culture, Media and Sport) on the Media Ownership Rules

Annex 2

Glossary
Channel 3 is the 15 reg iona l ITV lic e n se e s  and one  licen see s  (G M T V ) prov id ing the nationa l 
breakfast-tim e se rv ice s  (see  a lso  ITV 1, below).

Communications Act re fers to the Com m un ica tion s  Act, 2003.

Consultation Document is ou r M ed ia  O w ne rsh ip  R u le s  R ev iew  C onsu lta tion  Docum ent, 
pub lished  on 31 Ju ly  2009: http://ww w .ofcom .ora.uk/consu lt/condocs/m orr/m orrcondoc.pdf

iTV 1 is how  13 o f the 15 reg iona l C hanne l 3 lice n se e s  are  b randed on-air. The  three 
lic e n se e s  that a re  branded d ifferently are  UTV , North o f Sco tland  and C en tra l Sco tland .

Local and Regional Media in the UK is the D iscu ss io n  Docum ent, pub lished  on 22 
Sep tem be r 2009: http://www.ofcom .ora.uk/research/tv/reports/lrm uk/lrm uk.pdf

The Localness Consultation is ou r consu lta tion  on Rad io: the im p lica tions o f Digital Britain 
for lo ca ln e ss  regulation, pub lished  on 31 Ju ly  2009: 
http://ww w .ofcom .ora.uk/consu lt/condocs/rad io/condoc.pdf

Secretary of State (CMS) is the C ab in e t M in is te r responsib le  for the Departm ent o f Cu lture , 
M ed ia  and Sport.

Secretary of State (BIS) is the C ab in e t M in iste r responsib le  for the D epartm ent of B u s in e ss , 
Innovation and Sk ills .
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