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Summary
In N ovem ber 2009, after pub lic  consu ltation, w e reported to the Secre ta ry  o f S ta te  (Culture, 
M ed ia  and Sport) on our rev iew  o f the m ed ia ow nersh ip  rules, a s  required by statute. O n e  of 
ou r recom m enda tions w as to sign ifican tly  libe ra lise  the local c ro ss  m ed ia  ow nersh ip  rules. 
G ove rnm en t now  in tends to im p lem ent th is libera lisation.

O n ce  th is libe ra lisa tion  is im p lem ented the on ly  prohib ition on loca l c ro ss  m edia  ow nersh ip  
w ill be that one  person canno t own in a loca l rad io cove rage  area:

• a loca l ana logue  rad io  licence; and
• a reg iona l C hanne l 3 licen ce  w hose  potential aud ien ce  in c ludes  at least 50%  o f that 

rad io  sta tion ’s  potentia l aud ience; and
• one  or m ore loca l n ew spapers w hich have  a loca l m arket sha re  o f 50%  or m ore in the 

cove rage  a rea  (“the Remaining Rule”).

The  Secre ta ry  o f S ta te  (Culture, O lym p ics , M ed ia  and Sport) has now  asked  O fcom  to look 
at the feas ib ility  and im p lica tions o f rem oving the Rem ain ing  Ru le . The  S ec re ta ry  o f S ta te  is 
required by statute to consu lt w ith us before m aking any  changes to the m ed ia  ow nersh ip  
ru les w h ich  O fcom  has not a lready  recom m ended .

In cons ide ring  th is request, we have updated our ev idence  for changes s in ce  our N ovem ber 
2009 recom m endation . In sum m ary, there are  two re levant deve lopm ents.

F irstly, the e v iden ce  show s a sign ifican t deterio ration in the revenues a va ilab le  for local / 
reg iona l n ew spapers betw een 2008  and 2009, accom pan ied  by continued structura l 
p re ssu re  on te lev is ion  and rad io a s  the internet in c re a se s  its sha re  in a total advertis ing  
m arket that has been under p ressu re  from  broader econom ic  c ircum stances. W h ile  there are 
s ig n s  o f a recove ry  in the genera l advertis ing  m arket th is year, a s  w e noted in our orig inal 
report, these  structura l ch a llenges a re  un like ly  to ease .

Se cond ly , w e note that G ove rnm en t po licy  in re lation to local m ed ia has changed  
s ign ifican tly  s in ce  w e pub lished our orig ina l recom m endations. T he  G ove rnm en t has p laced 
em ph as is  on loca l m edia, in particu lar m aking p roposa ls  for loca l te lev is ion , w h ich  have the 
potentia l to have a pos itive  im pact on both the d ivers ity  and plurality o f new s and inform ation 
at the loca l level. A lthough  th is rem a ins in deve lopm ent, and is therefore specu la tive  at th is 
stage, it is c le a r ly  a re levant deve lopm ent.

The  is su e  that w e high lighted in our ea rlie r adv ice  w as that a com b ined  ow nersh ip  o f the 
channe l 3 te lev is ion  licence , a local com m erc ia l rad io station and the m ain local 
new spaper(s) m ay confe r too m uch contro l o ve r the loca l new s agenda  into the hands o f one 
person or com pany. L im ited p lurality o f new s and op in ion in a loca l a rea  cou ld  restrict local 
debate  and accountab ility . Th is  rem a ins a se r io u s  cons idera tion  w hich needs to be w eighed 
aga in st the a rgum ents for further re laxation.

A s  th is report notes, the co rne rstone  o f p lurality in th is context is the com bination  o f the B B C  
and the com m erc ia l sector. W ith a B B C  se rv ice  (te lev is ion  at the reg iona l level, rad io and 
w eb based  se rv ice s  m ore loca lly) there is a guaran tee  o f a m in im um  o f at least two prov iders 
o f loca l news.

It is a lso  im portant to note that com petition po licy  m ay be re levant to the extent that 
com petition au thorities prevent concentra tions in loca l m ed ia through the m erger regime.
The  S ec re ta ry  o f S ta te  (Bus in e ss , Innovation and Sk ills ) a lso  has the right to in tervene in 
c ro ss  m ed ia  m ergers w here  he con s ide rs  that it ra ise s “public in terest con s ide ra tion s”, 
includ ing cons ide ra tion s o f the need for there to be “su ffic ien t p lurality”.
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A ll th ree o f these  facto rs ex is t a s  sa fegu a rd s  in addition to the res idua l restriction on c ro ss  
ow nersh ip  o f loca l com m erc ia l m edia.

U ltim ate ly, w hether the rem ain ing rule shou ld  be rem oved is o f cou rse  a m atter o f judgem ent 
and one  w h ich  is rightly m ade by G ove rnm en t and Parliam ent.

In m aking th is judgem ent the risk  o f the concentra tion  o f control o ve r loca l com m erc ia l new s 
prov is ion  needs to be ba lanced  aga in st the a rgum ents and facto rs w h ich tend tow ards 
removal:

• Loca l m ed ia  is fac ing s ign ifican t e co no m ic  p re ssu re  w hich the m ost recen t ev idence  
sugg es ts  is becom ing m ore acu te  -  rem oving the rem ain ing rule cou ld  a llow  local m ed ia  
g rea te r options to conso lid a te  to respond to these  p ressu res.

• W h ile  on ly  a lim ited group o f con su m e rs  (5%) co n s id e r the internet the ir m ain sou rce  o f 
local new s, there is  a grow ing d ive rs ity  o f loca l new s ava ilab le  through non-trad itional 
m edia. The re  a re  therefore in crea s ing ly  a lte rnative  so u rce s  o f plurality.

• A s  noted, there are  pro tections for p lurality w h ich  w ou ld  con tinue  to operate  -  the 
com bination  o f the B B C  and the com m erc ia l sector, the pub lic  in terest test operated by 
the Se c re ta ry  o f S ta te  and the m erger reg im e would all con tinue  to operate  in paralle l.

In addition, there are  the potentia l benefits to d ive rs ity  and plurality that m ay em erge  in the 
com ing yea rs  from  the G ove rnm en t’s  po licy  on loca l te lev is ion .

F ina lly , it is a lso  worth noting that there is  probab ly  a rea sonab ly  low  risk o f the kind o f 
conso lida tion  that the rem ain ing rule pro tects aga in st ac tua lly  occurring  even if the rule w as  
rem oved. A t p resen t the e v iden ce  sugges ts  there is v e ry  lim ited in terest in th is form  of 
conso lidation .

The  Sec re ta ry  o f S ta te  has a lso  asked  O fcom  to look at poss ib le  regu latory “barrie rs to 
entry ’’ in loca l m edia. In sum m ary, w e  do not con s ide r that there are  s ign ifican t regulatory 
barrie rs to entry to the loca l m ed ia  m arket (within our remit).

T h is  pape r is structured into four sections;

• Section 1 -  Context: in th is section  w e  se t out w hy we are  undertaking th is further 
an a ly s is  o f the local c ro ss  m ed ia  ow nersh ip  ru les and what w e recom m ended to the 
S e c re ta ry  o f S ta te  in 2009.

• Section 2 -  Updating the evidence; in th is section  we se t out the ev id en ce  on w hich 
our 2009 recom m endation  w as based . W e  a lso  update our an a ly s is  for changes to the 
loca l m ed ia  land scape  s in ce  our 2009  recom m endation .

• Section 3 -  Advice to the Secretary of State; in th is section  w e se t out the facto rs to 
be taken into accoun t in cons ide ring  rem ova l o f the R em a in ing  Ru le .

• Section 4 -  Wider regulatory issues; in th is section  w e look  at poss ib le  regulatory 
barrie rs to entry to loca l m ed ia, w ith in our remit.
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Section 1 -  Context
Parliament put the media ownership rules in place to protect plurality

1.1 Pa rliam en t has put in p lace  m ed ia ow nersh ip  ru les for te lev is ion , rad io and 
new spapers. In the in terests o f dem ocracy, the ru les a im  to protect a p lurality o f 
v iew po in ts and g ive c itizen s a c ce s s  to a varie ty  o f sou rce s  o f new s, in form ation and 
opin ion.

Ofcom  has a statutory duty to review the media ownership rules

1.2 O fcom  has a statutory duty under section  391 o f the A c t to rev iew  the operation  of 
the m ed ia  ow nersh ip  ru les at least every  3 years. W e m ust report to the Se c re ta ry  o f 
S ta te  (Culture, O lym p ics , M ed ia  and Sport) on our review , includ ing on any  
recom m enda tions to change  the rules.

1.3 U nde r S ch ed u le  14, P a r t s ,  paragraph 17 (1 )o f the Act, the Secre ta ry  o f S ta te  
(Culture, O lym p ics , M ed ia  and S p o il)  m ust a lso  consu lt w ith O fcom  before it m akes 
and ch ang e s  to the m ed ia ow nersh ip  ru les, o ther than to im p lem ent ch ang es 
recom m ended by O fcom  under its duty to rev iew  the rules. T he  pu rpose  o f th is 
adv ice  is to respond to su ch  a request.

We reported to the Secretary of State on our latest review in November last
year

1.4 Last year, w e conducted  a review  o f the m edia ow nersh ip  ru les (our “2009 Review”) 
in a cco rd an ce  with our statutory duty. W e cho se  to undertake a pub lic  consu lta tion  
for ou r rev iew  g iven the changes occurring  in the media.

1.5 W e  pub lished our Consu lta tion  D ocum ent in Ju ly  last yea r (“2009 Consultation 
Document”)̂  and our statem ent fo llow ing the consu lta tion in N ovem ber last yea r 
(“2009 Statement”).̂

1.6 W e  have a lso  recen tly  undertaken other w ork  re levant to loca l m edia. W e  pub lished 
a d iscu ss io n  docum ent on Loca l and Reg iona l M ed ia  in the U K  in Sep tem be r last 
year.^ W e  are  currently  consu lting  on O fcom ’s  proposed app roach  to Loca l M ed ia  
Assessm ents.'*  Loca l M ed ia  A s se s sm e n ts  are  a new  e lem en t in the O F T ’s  ex isting 
m erger procedure. T hey  are  a m ore fo rm a lised  w ay  for O fcom  to a s s is t the O F T  in its 
a s se ssm en t o f m ergers invo lv ing local m e d ia . T hey  are  not re lated to our du ties to 
rev iew  the m ed ia ow nersh ip  rules, o r the role that we m ay p lay if the Se c re ta ry  of 
S ta te  ch o o se s  to in tervene in a m edia m erger w ith a pub lic  in terest test.

Approach to our 2009 Review

1.7 O u r a im  in the 2009  R ev iew  w as to con s ide r w hether the m ed ia  ow nersh ip  ru les are  
still operating e ffective ly  in de livering  the pu rposes that Pa rliam en t in tended. To  do 
th is, w e took into accoun t Pa r liam en t’s  reason s for putting the ru les in the p lace  and 
the a ssum ption s it m ade about the m edia env ironm ent w hen it enacted  them .

' h ttp ://s ta k eh o ld er s .o fco m .o rg .u k /co n su lta tio n s/m o r r /  
h ttp ://s ta k eh o ld er s .o fco m .o rg .u k /co n su lta tio n s/m o r r /sta te m en t/  
h ttp ://sta k eh o ld ers.o fco m .o rg .u k /m a rk et-d a ta -resea rch /tv -resea rch /lrm u k / 
h ttp : //s ta k e h o ld e r s .o fc o m .o r g .u k /c o n su lta tio n s /lo c a l-m e d ia -a sse ssm e n t-g u id a n c e /
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1.8 W e  cons ide red  a range o f facto rs that m ight have  changed  those  assum ptions, 
inc iud ing con sum e r behav iou r and w hether the ru ies are  stopp ing industry  from 
adapting to e co no m ic  p re ssu re s. O u r app roach  has been to co n s id e r the 
app rop ria teness o f the ru ies in the context o f the current m ed ia  iandscape . How ever, 
w e re cogn ise  that there are  a num ber o f w ays that the m ed ia ia nd scap e  cou id  evo ive  
and w e con s ide red  a num ber o f future scen a r io s  in our 2009  Consu ita tion  Docum ent.

1.9 In conducting  our 2009  R ev iew  w e w ere  m indfui o f aii ou r du ties under the Act, 
inciud ing our genera i duty in carry ing out our functions to se cu re  the m a in tenance  o f 
a su ffic ien t p iura iity  o f p rov iders o f different te iev is ion  and rad io se rv ice s  (s. 3(2)(d) o f 
the Act).

The Secretary of State has asked us to revisit our recommendation on the 
liberalisation of the local cross media ownership rules

1.10 O n e  o f ou r recom m enda tions w as to iib e ra iise  the iocai c ro ss  m ed ia  ow nersh ip  ruies. 
G ove rnm en t now  in tends to im p iem ent th is iibera iisation.

1.11 The  S ec re ta ry  o f S ta te  (Cuiture, O iym p ics , M ed ia  and Sport) has a sked  us to revis it 
ou r ad v ice  and a n a iy s is  on the iibera iisa tion  o f the iocai c ro ss  m edia  ow nersh ip  ru ies 
and con s ide r the im p iica tions o f rem oving the one  restriction ieft after iibera iisa tion .

Recap on our November 2009 recommendations

1.12 A t the tim e o f ou r 2009  R ev iew  the ioca i c ro ss  m edia ow nersh ip  ru ies restricted 
m ed ia ow nersh ip  at the ioca i ieve i in th ree ways:

Regional Channel 3 licence and local newspapers

A  person may not acquire (directly or indirectly) a regional Channel 3 licence if they run one 
or more local newspapers that have an aggregate market share of 20% or more in the area 
covered by the regional Channel 3 licence.

Two of local analogue radio licences, local newspapers and regional 3 licences

These restrictions are based on the points system for radio licences which underpins the 
radio ownership rules. This allocates points on the basis of coverage overlap.

In an area where there are three or more overlapping local radio analogue licences, a person 
who owns one or more local newspapers with a market share of 50% or more in the relevant 
coverage area, or the holder of the regional Channel 3 licence, may become the holder of one 
or more of those radio licences only if the points attributed to the licences held by that person 
would not account for more than 45% of the points available in the area.

All of local analogue radio licences, local newspapers and regional Channel 3 licences

No one person may hold at the same time:

• a local analogue radio licence; and

• a regional Channel 3 licence with a potential audience that includes at least 50% of 
the potential audience of the analogue radio service; and

• one or more local newspapers which have a local market share of 50% or more in the 
local coverage area.
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1.13 W e  conc luded  in our 2009  R ev iew  that the loca l m ed ia industry  is fac ing  sign ifican t 
change . C ro s s  m ed ia  bu s in ess  m ode ls are  one  w ay the sec to r cou ld  respond. There  
m ay be lim ited in stances, for exam p le  betw een p ress and radio, w here  syne rg ies 
m ay prov ide  consum er and industry benefits. R em ova l o f the loca l c ro ss  m ed ia  
ow nersh ip  ru les cou ld  reduce  barriers to ach iev ing  these  syne rg ies .

1.14 R e sea rch  pub lished in our 2009  Consu lta tion  D ocum ent show ed that te lev is ion  
(49%), new spapers (24%) and rad io  (12%) rem ain the m ain sou rce  o f loca l new s for 
m ost peop le, w ith ind ica tions that te lev is ion  m ay have becom e even  m ore im portant 
ove r recen t yea rs. T he  internet has yet to becom e the m ain sou rce  o f new s for m any 
peop le  (4%).

1.15 B e cau se  w e found that consum er behav iour is still centred on the use o f te lev is ion, 
rad io and new spapers we conside red  that there w as still a risk that com plete  rem ova l 
o f all the loca l c ro ss  m edia  ow nersh ip  ru les cou ld  reduce protections for plurality. A s  
w e se t out in deta il in ou r 2009 Consu lta tion  D ocum ent (pa rag raphs 2.8 -  2.22), th is 
is an in terest Pa rliam en t cons ide red  w as  im portant w hen the ru les w ere  enacted . If 
total rem ova l occurred , it w ou ld  a llow  one  com m erc ia l p rov ider in a loca l a rea  to 
operate  a longs ide  the B B C . T he  m erger regim e, includ ing the m ed ia  pub lic  in terest 
test, wou ld still operate, but they prov ide a le ss  c lea r protection fo r plurality.

1.16 But w e recogn ised  that the local m ed ia industry  is under p ressu re  and changes to the 
ru les now  cou ld  he lp local m ed ia  b u s in e sse s  respond. G iv ing  industry the opportun ity 
to respond is in the in terests o f c it izen s and consum ers a s  it he lps to ensu re  that 
loca l m ed ia  continue, contributing to plurality. S o m e  re laxation cou ld  he lp to ensu re  
local content con tinues to be com m erc ia lly  provided, w h ich  would benefit c it izen s and 
consum ers.

1.17 R e sea rch  a lso  show ed that 67%  o f adu lts be lieved that loca l c ro ss  m ed ia  ow nersh ip  
o f te lev is ion , n ew spapers and rad io wou ld not matter a s  long a s  they reta ined at least 
one  of: a cho ice  o f national media; a lte rnative  so u rce s  from  the B B C ; o r local new s 
and inform ation online.

1.18 A s  a result, w e consu lted  on recom m end ing that current ru les a re  libe ra lised  so  that 
the on ly  restriction wou ld be on ow nersh ip  o f all three of: loca l new spape rs  (with 50%  
or m ore loca l m arket share); a local rad io  station; and the reg iona l C hanne l 3 licence.

1.19 Consu lta tion  re spo n se s  w ere  genera lly  supportive  o f our p roposed  recom m enda tions 
to lib e ra lise  the ru les. E igh t respondents supported  libera lisation. O f these, the 
N ew spape r S o c ie ty  and the G uard ian  M ed ia  G roup  advoca ted  com p le te  rem oval. 
Th ree  respondents -  B E C T U , P ro fe sso r H u tch ison  from the G la sg ow  C a led on ian  
Un ive rs ity  and O fcom ’s  A dv iso ry  Com m ittee  for Sco tland  -  argued aga inst 
libera lisation.

1.20 The  B roadcasting  Enterta inm ent C inem atog raph  and Theatre  Un ion  (B E C T U )  and 
P ro fe sso r H utch ison argued aga inst libera lisa tion  be cause  o f con ce rn s  about the 
im p lica tions fo r loca l m ed ia  plurality. W e  took these  argum ents into accoun t in putting 
forward our recom m endation  to libera lise , rather than rem ove, the ru les. W e 
p roposed  libera lisa tion  rather than rem ova l to strike a ba lance  betw een enab ling  
flex ib ility  o f industry to adap t to change  w h ile  still retain ing som e  pro tections for 
plurality.

1.21 C o n sum e r F o cu s  S co tland  and O fcom ’s  A d v iso ry  Com m ittee  for S co tland  ra ised 
con ce rn s  about the im p lica tions for p lurality in Sco tland . T h is  is su e  has been ra ised
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by stakeho lde rs  in Sco tland  but w e note that it w ou ld  equa lly  app ly  in the other 
devo lved  na tions o f Northern Ireland and W a le s.

1.22 L ibe ra lisa tion  o f the ru les w ou ld  a llow  a g rea te r deg ree  o f conso lida ted  ow nersh ip  in 
S co tland , a s  in all the devo lved  nations. W e  a lso  cons ide red  that som e  re laxation of 
loca l ow nersh ip  ru les benefits c it izen s  and con sum e rs  by he lp ing to ensu re  that local 
content con tinues to be com m erc ia lly  prov ided by enab ling  industry  to adapt 
b u s in e ss  m ode ls  to respond to current cha llenges . H ow ever, in recom m end ing 
libera lisa tion , rather than com plete  rem ova l o f the rules, w e re cogn ised  the need to 
retain som e  pro tections for plurality.

1.23 P ro tections for p lurality wou ld continue to be prov ided in severa l w ays. A  protection 
for p lurality a c ro ss  m ed ia  wou ld still be prov ided by the rem ain ing restriction on the 
ow nersh ip  o f all th ree o f the m ain so u rce s  o f new s (te levis ion, new spape rs  and radio) 
at the loca l level. The  B B C  w ou ld con tinue  a s  an a lte rnative  sou rce  and the m ed ia 
pub lic  in terest test and the m erger reg im e (which m ay ind irectly  affect p lurality by 
lim iting conso lida tion  on com petition grounds) wou ld con tinue  to operate. The  
national m ed ia  ow nersh ip  ru les w ou ld  prevent a person from  owning the reg iona l 
C hanne l 3 licen ce  if that person a lso  runs one  or m ore U K  w ide new spapers w hich 
have a U K  w ide m arket sh a re  o f m ore than 20%.

1.24 W e  noted that if the Secre ta ry  o f S ta te  (Cu lture, M ed ia  and Sport) ch o se  to 
im p lem ent our recom m endations, w e w ou ld continue to m onitor the operation  o f the 
ru les in the devo lved  na tions a s  part o f ou r ongo ing  duty to rev iew  the m edia 
ow nersh ip  ru les at least every  3 yea rs . The  is su e  o f p lurality in the na tions is a lso  
part o f ou r genera l duty to se cu re  a su ffic ien t p lurality o f p rov iders o f different 
te lev is ion  and rad io se rv ice s.

1.25 There fo re , on ba lance , having taken into accoun t the consu lta tion  re spon ses, w e 
cons ide red  that libe ra lisa tion  w as the approp ria te  recom m endation  to m ake. W e 
recom m ended that the local c ro ss  m ed ia  ow nersh ip  ru les be libe ra lised  so  that the 
on ly  restriction is that one person ca n ’t own all th ree of: a loca l rad io licence , local 
new spape rs  (with 50%  or m ore local m arket share ) and the reg iona l C hanne l 3 
licence .

1.26 In m aking th is recom m endation  w e drew  the S e c re ta ry  o f S ta te ’s  (Cu lture, M ed ia , 
Sport) attention to the subm iss io n s  by S co ttish  s takeho lde rs  and noted that if our 
recom m enda tions w ere  im p lem ented, w e w ou ld continue to m onitor the operation  of 
the ru les in the devo lved  nations a s  part o f ou r ongo ing duty to regu larly  rev iew  the 
m edia ow nersh ip  rules.

1.27 W e  look in the next section  at the ev id en ce  that w e found to com e to th is 
recom m endation .
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Section 2 -  Updating the evidence
2.1 O u r recom m endation  w as based  on a cons ide red  an a ly s is  o f the ev idence . W e 

looked at a range o f facto rs that m ight have changed  the assum ption s  that 
Pa rliam en t m ade w hen it put the ru les in p lace.

2.2 W e cons ide red  con sum e r behav iour and w hether the ru les w ere  stopp ing industry 
from  adapting  to e conom ic  p ressu res.

2.3 W e  have updated th is e v iden ce  for ch ang e s  that m ay have  occurred  s in ce  w e m ade 
our recom m endation  in N ovem ber 2009  and found the fo llow ing.

Consum ers still rely on television, newspapers and radio as their main 
sources of local news

2.4 In Section  5, pa rag raphs 5.15 -  5 .22 o f the 2009  Consu lta tion  D ocum ent w e set out 
ou r find ings. T he  overa ll find ings w ere  that:

2.4.1 con sum e rs  va lu e  loca l content, e sp ec ia lly  loca l news. Fou r fifths o f U K  
adu lts w atch  reg iona l/loca l te lev is ion  new s da ily , and 92% w atch  it at least 
w eek ly . Loca l rad io and loca l free  new spapers a re  the next m ost 
com m on ly  used so u rce s  o f local news.

2.4.2 peop le  are  chang ing  the w ay  they a c c e s s  and consum e  loca l m ed ia  and 
that new spaper c ircu la tion s have  been in s low  and consisten t dec line  for 
the last 30 years; and m ore recen tly  there have  been reductions in the 
consum ption  o f reg iona l te lev is ion  and local radio.

2.4.3 the internet has had a s ign ifican t im pact on the consum ption  o f loca l m edia, 
particu larly  new spapers. W e  found that w hile  the internet is the main 
sou rce  o f loca l new s for just 4% o f adults, nearly  one  in ten (9%) o f recent 
b roadband adopte rs sa id  that they spend le ss  tim e read ing local 
new spapers. A  quarter o f those  a c ce ss in g  loca l w eb s ite s  on a w eek ly  
b a s is  sa id  that they did so  instead o f read ing the hard copy.

2.4.4 how ever, w h ile  new  techno logy  is hav ing an im pact, ou r e v id en ce  show ed 
that te lev is ion  (49%); new spapers (24%); and rad io  (12%) rem ained the 
m ain sou rce  o f new s for a s ign ifican t proportion o f people.

2.5 The  m ain e v iden ce  w e  cons ide red  in putting forward our recom m endation  re lated to 
co n su m e rs ’ m ain so u rce s  o f loca l news, and the ir attitudes to the loca l c ro ss  m ed ia  
ow nersh ip  rules.

2.6 In preparing th is adv ice  w e have looked at re search  w h ich  is now  ava ilab le  to year- 
end 2009. W e  have  found that that there have  not been any  sign ifican t ch ang es to 
our find ings on the w ay  peop le  consum e  loca l new s s in ce  our 2009  Rev iew .

2.7 F igu re  2.1 be low  show s our updated ana lys is . The  broad trends noted in our 2009 
Consu lta tion  D ocum ent continue. T e lev is ion  rem ains the m ost im portant sou rce  o f 
local new s for a lm ost ha lf (49%) o f all adu lts in the UK . Tw en ty  two percent (down 
from  24%  in Q1 2009) use  loca l n ew spapers a s  their m ain sou rce  o f new s and 11% 
(down 1 percen tage  point from  Q1 2009) listen to local radio. B y  com parison , 5% of 
adu lts in the U K  use  the internet a s  their m ain sou rce  o f loca l news, up 1 percentage  
point from  F igu re  8 in the 2009  Consu lta tion  Docum ent.
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Figure 2.1 Consumers’ main source of local news, 2003 - 2009
What is your main source of news about what is going on in your iocai area?

100%

80%

60%

' 93% - -
92% " 92% 91% 90% Total use of 

local media

------ T V

Newspapers
44%
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20%
10% .....11%...... 11% 11%

—— Talking to 
people

2% 4% 4%
0% , 1% — » _2% — ' " 2% 4y/o ------ Internet
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Q. 85 SHOWCARD T. Can you tell me what, if anything, is your main source of news about what is 
going on in your own LOCAL AREA? By this I mean news of local and regional significance 
Source: Ofcom’s Media Tracker, 2009. Base: 2114 UK adults aged 15+.

2.8 In the 2009  Consu lta tion  D ocum ent (paragraph 5.85) w e  se t out ou r find ings that 
67%  o f adu its feit that ioca i c ro ss  m ed ia  ow nersh ip  o f te iev is ion , n ew spapers and 
rad io w ou id  not m atter a s  iong a s  they reta ined at ieast one  o f the fo iiow ing (a) a 
cho ice  o f nationai media; and (b) a ite rnative  so u rce s  from  the B B C  o r (c) io ca i new s 
and inform ation on iine.

2.9 W e  have not been ab ie  to sp e c if ica iiy  revis it th is research  in the tim efram e for th is 
ad v ice  a s  th is w as re sea rch  com m iss ioned  for the 2009 Rev iew . How ever, we 
be iieve  that th ese  co n c iu s io n s  are  un iike iy  to have  changed  s ign ifican tiy  s in ce  2009 
g iven that the w ay  in w h ich  peop ie  consum e  ioca i new s has not changed  
sign ificantiy .

Econom ic pressure on industry continues

2.10  In section  4  (pa rag raphs 4 .34  -  4 .46) o f the 2009  Consu ita tion  D ocum en t w e se t out 
ou r find ings on the state  o f the ioca i m ed ia  industry. T he  key e iem en ts o f these  
find ings w ere  that:

2.10.1 the ioca i m ed ia  se c to r is fac ing  s ign ifican t e conom ic  p re ssu re s  a s  a resuit 
o f the current e conom ic  c iim ate  and structura i changes. T h is  has ied to a 
s ign ifican t contraction in overa ii advertis ing  spend ing .

2 .10.2 ioca i m ed ia  and in particu iar ioca i p re ss w ere  under particu iar p ressure , 
partiy due  to the effect o f re cess io n  and partiy due  to structura i ch ang es 
that affect m ed ia  industry.

2.11

2.12

In preparing th is adv ice  w e  have iooked at research  w h ich  is now  ava iiab ie  to year- 
end 2009. The re  have  been re ievant deve iopm en ts to our find ings on the state  o f the 
iocai m ed ia  industry.

S in ce  pub iication o f the 2009  Recom m enda tion , we have  observed  further reduction 
in U K -w ide  advertis ing  revenues in aii m edia, w ith the exception  o f the internet, due 
to both structura i and cyc iica i changes. The  totai ievei o f advertis ing  spend  in 2009 
w as  £14 .5  biiiion, that is be iow  its 2003 ievei. T he  extent o f th is faii wou id be even  
m ore s ign ifican t if m easu red  in reai-term  va iues , accounting  for the effect o f infiation.
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T he re  is continued structura i p re ssu re  on te iev is ion , rad io  and new spapers, w h iie  the 
internet con tinues to in c rea se  its share  in totai advertis ing (to reach nea riy  25%  in 
2009).

Figure 2.2

Internet as 
% of total

5  £15
T5C0>
« £10u>c

I £5 
5

Advertising spend by medium 2003-2009 (in nominal prices) 

3.1% 5.2% 8.4% 12.3% 16.5% 20.1% 24.4%

£14.8 £15.8

ms
£3.7

£0.8

£4.0

£16.2

£1 4 

£4.1

£16.3

£2 0 

£3.9

£17.1 £16.4
£14.5

£2.8

£4.0

£3 3

£3.9

£3.5

2.16

£0

Total

■  Other

■  Internet

■  Radio 

■ Television

■  Newspaper

2003  2004  2005  2006  2007  2008  2009

2.13

2.14

2.15

Source: Advertising Association statistics published by 
Note: All figures are nominal.

A s  w e pointed out in parag raph  4 .42 and in F igu re  10 o f the 2009  Consu ita tion  
Docum ent, 54%  o f iocai n ew spapers revenues com e from  c ia ss if ied  advertis ing  
revenues (as opposed  to 8.8% in ca se  o f nationa i new spapers).

In F igu re  9 o f the 2009  Consu ita tion  D ocum ent w e reported that acco rd ing  to 
Adve rtis ing  A sso c ia t io n  advertis ing  revenues in the new spaper industry overa ii feii 
from £4 .7  b iiiion in 2007 to £4.1 biiiion in 2008.

W e  have  exam ined  ia test figu res from the Adve rtis ing  A sso c ia t io n  (F igu re  2.3 beiow) 
and it is ev ident that further dec iine  took p iace  in 2009, in particu iar in ioca i p ress. 
Data show s a s ign ifican t deterio ration in io ca i and reg iona i n ew sp ap e rs ’ advertis ing  
revenues, w h ich feii by o ve r a third betw een 2007 and 2009, from £2 .75  biiiion to 
£1.71 biiiion. In com parison , the faii o f advertis ing  revenue am ong nationai 
new spapers feii by about a fifth ove r the sam e  period.

The  ionger term  ou tiook fo r the ioca i m ed ia  se c to r and particu iariy  ioca i new spapers 
rem ains uncerta in . D esp ite  the overa ii e conom ic  recovery. Adve rtis ing  A sso c ia t io n  
fo recasts  sugges t iocai p re ss advertis ing  revenues m ay continue to faii in 2010 and 
2011. W h iie  there a re  s ig n s  o f a recove ry  in the genera i advertis ing  m arket th is year, 
a s  reported in our 2009  Consu ita tion  Docum ent, the structura i ch ang es are  un iike iy  
to ease .
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Figure 2.3 Newspapers - advertising spend 2007-2010 (in nominal prices)
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Source: Advertising Association statistics published by 
Note: All figures are nominal.
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There have been two significant local media mergers since our 2009 Review
2.17 In Se ction  4, pa rag raphs 4 .64  -  4 .66  o f our 2009  Consu lta tion  D ocum ent w e  noted 

that s in ce  2005, there has been s ign ifican t m erger and acqu is ition  activ ity  in local 
m edia. C on so lid a tio n  resu lted  In five m ajor reg iona l n ew spaper g roups accounting  for 
ove r 70%  o f new spape r c ircu lation .

2 .18 S in ce  our 2009  Rev iew , there have been two sign ifican t deals:

2.18.1 S a le  of the G ua rd ian  M ed ia  G ro u p ’s  R eg iona l M ed ia  d iv is ion  to Trin ity 
M irror. T he  dea l inc luded transfer o f 30 local p re ss titles and a sso c ia ted  
w eb s ite s  to T rin ity  M irror fo r £7m  ca sh  and re lea se  o f G M G  from  a long 
term  printing contract -  worth £37m . Th ree  b u s in e sse s  o f G M G  Reg iona l 
M ed ia  w ere  not part o f the deal: C hann e l M, and 2 local titles in W oking .

2 .18.2 S a le  o f The Independent, Independent on Sunday and on line  b u s in e sse s  to 
a com pany  contro lled by M r Lebedev  (owner o f the Evening Standard).

2.19 W e  note the v iew s o f seve ra l ana lysts  and industry  experts that in terpret these  d ea ls  
a s  part o f a trend tow ards conso lida tion  w ithin vertica l local m ed ia  secto rs. S o m e  
ana ly s ts  expect appetite  fo r m ore m erger and acqu is ition  activ ity  in the future a s  local 
m ed ia  are  under p re ssu re  to im prove the bottom  line.

However, we have not seen evidence suggesting that there is significant
commercial appetite to consolidate across all three media
2.20 In Se c tio n  5 (pa rag raphs 5.68 -  5.79) o f the 2009  Consu lta tion  D ocum en t w e  noted 

that c ro ss-m ed ia  b u s in e ss  m ode ls  are  a po ss ib le  w ay  the sec to r cou ld  respond to 
e conom ic  p ressu res.

2.21 W e  se t out ev id en ce  that the potential syne rg ie s  from  cro ss-m ed ia  conso lida tion  are  
lim ited. F o r exam p le , w e cited the fo llow ing ev idence  from  O live r & O h ibuam  
ana lys is , w h ich  found that if it o ccu rs, c ro ss  m ed ia  conso lida tion  is m ost like ly 
betw een p re ss  and radio.
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Figure 2.4 Potential radio and press mergers

Press + Major Radio 
Groups

• Macro UK wide mergers between 
major radio groups and major 
local press group

• Few news cost synergies to exploit-radio news is only 
a small propoton of overall radio costs

• No evidence of increased pricing power to drive 
revenues

• Global Radioand Bauer Radio focused on internal group 
synergy exploitation

• High majorriewspafiergroupdebtlikelyto make the 
purchase of major racio group difncult

Press + Smaller 
Local Radio Groups

• Local press groups could 
purchase as smallerlocal radio 
groups and stations

• Difficult for major press groups to executea national 
merger strategy to delivermacro-synergies at group 
level

• Unlikely to bo interested in a piecemeal approach to 
radio station acquisition and synergies would then be 
limited

• Likely to be isolated examples
• Where already possible there are few examples of 

mergens betv/een local stations and local press 
operations

Source: Oliver & Ohibaum Analysis

2.22 In addition, a s  w e noted in our 2009  C onsu lta tion  Docum ent, in the short term, 
ev idence  from  d iscu ss io n s  with industry s takeho lde rs  ind ica tes there is little 
im m ed iate com m erc ia l appetite to conso lid a te  a c ro ss  all th ree m edia. M any  industry 
s takeho lde rs  felt that rem oval o f the ru les w ou ld  have little im pact on the ir 
bu s in esses.

2 .23 W e  have revis ited th is issue  and w e have  not observed  any  cro ss-m ed ia  
conso lida tion  am ong industry stakeho lders. F o r exam ple , the key local m ed ia 
m ergers cited above  have been w ithin the new spaper industry. In particu lar, w e  have 
noted that a lthough the com m erc ia l te lev is ion  channe l in M an cheste r Channel M was 
part o f the G M G ’s  reg iona l b u s in ess  arm , Channel M w a s  not part o f the G M G  / 
Trin ity dea l th is sp ring  and rem ained part o f G M G .

2.24 W e  conc luded  in our 2009  R ev iew  that in the short-term  there w as little im m ediate 
com m erc ia l appetite  to conso lid a te  a c ro ss  all th ree media. S in ce  then, w e have not 
observed  any  deve lopm ent that w ou ld  sugges t that th is has changed.

O fcom ’s regulatory policy on local radio regulation has changed since our
2009 Review

2.25 Loca l rad io sta tions a lso  face  d ifficu lt e conom ic  tim es, w ith high fixed co sts  leav ing 
stations vu lnerab le  w hen advertis ing  dec line s. In the 2009  Consu lta tion  D ocum ent 
w as a lso  noted the cha llenges fac ing  the loca l rad io industry  (pa rag raphs 4 .50 -  
4.53, 5 .3 9 -5 .5 2 ) .

2.26 O fcom ’s  new  regu latory po licy  on lo ca ln e ss  regulation, fo llow ing the D ig ita l E conom y  
Act, a llow s sta tions to m erge and sha re  program m ing w ith in new ly-defined large local 
a reas, e ffective ly  a llow ing them  to m erge to a ch ie ve  sca le .

2 .27 Ad ja cen t stations in com m on ow nersh ip  have an incentive to take advantage  o f th is 
new  opportunity, and m any a lready  have. Fo r exam ple . Heart-b randed Devon 
stations ow ned by G loba l R ad io  in Barnstap le , Torbay, Sou th  Ham s, E xe te r and 
P lym outh  w ill all be m oving into a new  centre in Exe te r and w ill m orph into Heart
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Devon, producing a s in g le  lo ca l program m e se rv ice  for D evon for 7 hours a day  on 
w eekdays  (4 hours a day  at w eekends), w ith loca l new s throughout daytim e and 
netw orked program m ing from  Heart London  at all o ther times.^

In summary, the main development since our 2009 recommendation relates to 
the deterioration in revenues for local / regional newspapers

2.28 The  loca l m ed ia  industry  con tinues to fa ce  long term structura l cha llenges. The  
ev iden ce  s in ce  our 2009 recom m enda tions show s a s ign ifican t deterio ration in the 
revenues ava ilab le  for local / reg iona l n ew spapers betw een 2008 and 2009, 
accom pan ied  by structura l p re ssu re  on te lev is ion  and rad io as the internet in c rea se s  
its sh a re  in a total advertis ing  m arket that has been under p re ssu re  from  broader 
e conom ic  c ircum stances. W h ile  there a re  s ig n s  o f a re cove ry  in the genera l 
advertis ing  m arket th is year, a s  w e noted in our orig ina l report, th ese  structural 
ch a llenges a re  un like ly  to ease .

2 .29 W e  have found that that there have not been any  sign ifican t ch ang e s  to our find ings 
on the w ay  peop le  consum e  loca l new s s in ce  our 2009 recom m endations. T e le v is ion  
(49%), new spape rs  (22%) and rad io  (11%) continue to be co n su m e rs ’ m ain sou rce  o f 
local new s, and the internet d o e s  not yet p lay  a su ffic ien t ro le to con s ide r it a 
s ign ifican t a lte rnative  sou rce  o f loca l new s (5%).

Developments in UK Government policy

2.30 In addition to the deve lopm en ts in con sum e r and m arket ev idence  noted above , a 
se cond  further deve lopm ent re la tes to G ove rnm en t po licy  In re lation to local m ed ia  
w h ich  has changed  s ign ifican tly  s in ce  w e  pub lished our orig ina l recom m endations.

2.31 The  G ove rnm en t’s  po licy  puts em ph as is  on loca l media, in particu lar, p roposa ls  for 
loca l te lev is ion , w h ich  have the potentia l to have  a positive im pact on both the 
d ive rs ity  and plurality o f new s and inform ation at the loca l level. A lthough this 
rem a in s in deve lopm ent, and is therefore specu la tive  at th is stage, it is  c lea rly  a 
re levant deve lopm ent.

Major developments in media ownership regulation in other countries

2.32 W e  a lso  se t out In the 2009 Consu lta tion  D ocum en t an ove rv iew  o f major 
deve lopm en ts In m ed ia  ow nersh ip  ru les covering  6 coun tries internationally. W e  a lso  
take th is opportun ity to update  G ove rnm en t on re levant trends o ve rse a s  s in ce  w e 
pub lished  the statem ent for ou r 2009  Rev iew .

2.33 B road ly  speak ing  there has not been any  sign ifican t change  s in ce  then, though som e  
coun tr ie s ’ re levant au thorities have Indicated an intention to review  m ed ia ow nersh ip  
ru les in the next 12 m onths. A u s tra lia  has recen tly  announced  its am bitions to review  
during 2011 and the future o f loca l content and c ro ss  m ed ia  ow nersh ip  ru les has 
been identified a s  an im portant a spe c t o f su ch  a review. C a n ad a  has indentified the 
need to rev iew  the com m un ica tions regu latory reg im e In particu lar a s  It a d d re sse s  
licens ing  and ow nersh ip  in light o f conve rgence .

2.34 T he  F C C  in the U S  is currently  conducting  Its Q uad renn ia l R ev iew  o f M ed ia  
O w nersh ip , w h ich  it is required to do by C o ng re ss . Th is review  w ill look  at ex isting 
local te lev is ion  and rad io  ow nersh ip  ru les, the new spaper/b roadcast cro ss-ow ne rsh ip  
rule, and the rad io/te lev is ion c ro ss-ow ne rsh ip  ru les. T he  F C C ’s  stated ob jective  for

 ̂North Devon Heart FMstudios to close. N o rth  D e v o n  G a zette  2 2  June 2 0 1 0 ,
h ttp ://w w w .n o r th d e v o n g a z ette .c o .u k /n o r th d ev o n g a ze tte /n ew s .''s to r v .a sp x ? b r a n d = n d g o n lin e & ca te g o rv = n e w s& tB
r a n d = d e v o n 2 4 & tC a te g o r v = n e w sn d g a & ite m id = D E E D 2 2 % 2 0 J u n % 2 0 2 0 1 0 % 2 0 0 7 % 3 A 3 7 % 3 A 2 9 % 3 A 7 3 7
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2.35

ow nersh ip  ru les is to benefit con sum e rs  by promoting the th ree princ ipa l po licy  goa ls  
o f com petition, lo ca lism , and diversity. Th is  shou ld  be com pleted by 2011.

E lsew he re  in Eu rope  m ed ia c ro ss  ow nersh ip  ru les are still in p lace  in F in land, 
Sw eden , Portuga l and Po land .

14

MODI 00005849



For Distribution to CPs

Section 3 -  Advice to the Secretary of 
State
Ultimately removal of the Remaining Rule is a matter of judgement for 
Government and Parliament

3.1 A s  exp la ined  above, O fcom ’s  ro le is  to rev iew  the operation o f the m ed ia ow nersh ip  
ru les and recom m end chang e s  that it con s id e rs  appropria te  in light o f its review .

3.2 U ltim ate ly, w hether the R em a in ing  Ru le  shou ld  be rem oved is a m atter o f judgem ent 
and one  w h ich  shou ld  be m ade by G ove rnm en t and Parliam ent.

3.3 A bove  w e  have  noted the re levant deve lopm en ts s in ce  our recom m endations. W e  
now  fo cus  on the operation  o f the R em a in ing  Ru le , and the risk  o f the concentra tion  
o f control o ve r lo ca l com m erc ia l new s prov is ion  w hich need s to be ba lanced  aga inst 
the argum ents and facto rs w h ich  tend tow ards its rem oval.

The operation of the Remaining Rule protects against the risk that too much 
control over the local news agenda is held in the hands of one person

3.4 Fo llow ing our rev iew  o f the m ed ia  ow nersh ip  ru les last y ea r w e recom m ended 
s ign ifican t libe ra lisa tion  o f the loca l c ro ss  m ed ia  ow nersh ip  ru les. G ove rnm en t now 
in tends to im p lem ent th is libera lisation.

3.5 O n ce  th is libe ra lisa tion  is im p lem ented the on ly  prohib ition on loca l c ro ss  m edia  
ow nersh ip  w ill be that one person  canno t own in a local rad io  cove rage  area;

• a loca l ana logue  rad io  licence; and

• a reg iona l C hanne l 3 licen ce  w hose  potentia l aud ien ce  in c ludes  at least 50%  of 
that rad io  sta tion ’s  potential aud ience; and

• one  or m ore loca l new spape rs  w hich have  a local m arket sha re  o f 50%  or m ore in 
the cove rage  area.

3.6 F igu re  3.1 be low  exp la in s  d ifferent scen a r io s  w here  the R em a in ing  R u le  cou ld  apply.
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Figure 3.1 Illustration of the operation of the Remaining Rule

Under the libera lised  rules, no person is ab le  to own more than two of the three out of:

Own person can ow n (subject to  the application o f the UK-wide rules 
& the merger regime inc. the public interest tes t)...

B ut not...

S c a ia r io l (i) The Channel 3  licence and
(ii) All o f the local newspaper market.

A  local analogue radio licence.

Scenario 2 (i) A local analogue radio licence and
(ii) All of the local newspaper market.

The Channel 3  licence (which has a 
potential audience that includes 5 0 % 
of the audience of the radio station.)

Sce"a'.o 3 (I) The regional Channel 3  licw ice (»mich has a potential audience that 
includes 5 0 % of the kid ienoe of the radio station); and 

(») A  local anaic^ue radto iktence and 
(iil) Up to 4 9 % o f the local n e w ^ p e r  market.

The remaining 5 1 % of the local 
newspaper m arket

3.7 The  is su e  that w e high lighted in our ea rlie r adv ice  w as that a com b ined  ow nersh ip  of 
the C hann e l 3 te lev is ion  licence, a local com m erc ia l rad io  station and the m ain local 
new spaper(s) m ay con fe r too m uch control ove r the loca l new s agenda  into the 
hands o f one  person or com pany. L im ited p lurality of new s and op in ion in a local 
a rea  cou ld  restrict loca l debate  and accountab ility .

3.8 W e  proposed  libera lisa tion  b e cau se  it cou ld  in crease  the flex ib ility  o f loca l m ed ia  to 
respond to m arket p re ssu re s  and benefit c it izen s and consum ers by he lp ing to 
ensu re  that loca l content con tinues to be com m erc ia lly  prov ided. H ow ever, we 
e xp re ssed  caution about rem oving the Rem ain ing  Ru le  b e cau se  con sum e rs  still rely 
on te lev is ion , radio and p re ss for local new s and the R em a in ing  Ru le  p lays a ro le in 
prov id ing som e  protection for plurality. T h is  rem a ins a se r io u s  cons ide ra tion  w hich 
needs to be w eighed aga in st the argum ents for further re laxation.

3.9 In any  o f these  scen a r io s  for operation of the rule, we note that the co rne rstone  o f 
p lurality is the com bination  of the B B C  and the com m erc ia l sector. W ith a B B C  
se rv ice  (te levis ion at the reg iona l level, rad io and w eb based  se rv ice s  m ore loca lly) 
there is a guaran tee  o f a m in im um  o f at least two prov iders o f local news.

3.10 It is a lso  im portant to note that com petition po licy  m ay be re levant to the extent that 
com petition au thorities prevent concentra tions in the loca l m ed ia  through the m erger 
reg im e (which m ay ind irectly  affect plurality by lim iting conso lida tion  on com petition 
grounds).

3.11 In para lle l, under the En terp rise  Act, the Se c re ta ry  of S ta te  (Bus in e ss , Innovation and 
Sk ills ) can  in tervene, at h is d iscretion, in new spaper, b roadcasting  and c ro ss  m ed ia  
m ergers if he be lieves that the m erger ra ise s “pub lic in terest con s ide ra tion s”. The  
m edia pub lic  in terest cons ide ra tion s inc lude the need to ensu re  the accu ra te  
presen tation  o f new s, free  e xp ress ion  o f op in ion and plurality.

3.12 T h e se  th ree facto rs above  ex ist a s  sa fegua rd s  in addition to the res idua l restriction 
on c ro ss  ow nersh ip  o f local com m erc ia l m edia.
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There is a balanced judgement to be considered

3.13 U ltim ate ly, w hether the R em a in ing  Ru le  shou ld  be rem oved is o f cou rse  a matter o f 
judgem ent and one w h ich  is rightly m ade by G overnm en t and Parliam ent. W e  have 
noted above  the re levant deve lopm en ts s in ce  our 2009 R ecom m enda tion s  and a rea s  
w here  the e v iden ce  has not changed .

3.14 In m aking th is judgem ent the risk  w e  have outlined above, o f the concentra tion  of 
contro l ove r loca l com m erc ia l new s prov is ion, needs to be ba lanced  aga inst the 
argum ents and facto rs w h ich tend tow ards removal:

• Loca l m ed ia  is fac ing  s ign ifican t e conom ic  p ressu re  w h ich  the m ost recen t 
e v iden ce  su gg es ts  is becom ing  m ore acu te  -  rem oving the Rem ain ing  R u le  
cou ld  a llow  loca l m ed ia g rea te r options to conso lida te  to respond to these  
p ressu res.

• W h ile  on ly  a lim ited group o f con sum e rs  (5%) con s ide r the internet their main 
sou rce  o f loca l new s, there  is a grow ing d ivers ity  o f local new s ava ilab le  
through non-trad itional m edia. The re  a re  therefore in creas ing ly  alternative 
so u rce s  o f plurality.

• A s  noted, there a re  pro tections for p lurality w h ich would continue to operate  -  
the com bination  o f the B B C  and the com m erc ia l sector, the pub lic  in terest test 
operated by the S e c re ta ry  o f S ta te  and the m erger reg im e w ou ld all continue 
to operate  in para lle l.

3 .15 In addition, there a re  the potentia l benefits to d ivers ity  and plurality that m ay em erge  
in the com ing yea rs  from  the G ove rnm en t’s  po licy  on loca l te lev is ion .

3.16 It is worth noting that there is p robab ly  a reasonab ly  low risk  o f the kind o f 
conso lida tion  that the R em a in ing  Ru le  is pro tects aga inst ac tua lly  occurring  even  if 
the rule w as  rem oved. A t p resen t the e v iden ce  sugges ts  there is ve ry  lim ited in terest 
in th is form  o f conso lida tion .

We also draw the Secretary of State’s attention to the application of the rules
in the nations

3.17 In m aking th is judgem ent w e a lso  d raw  the S e c re ta ry  o f S ta te ’s  attention to the 
app lica tion  o f the loca l c ro ss  m edia  ow nersh ip  ru les in Sco tland , W a le s  and Northern 
Ireland. The  R em a in ing  R u le  cou ld  prov ide som e  protection for p lurality at the 
na tions ’ level. A s  w e noted in our 2009  Sta tem ent, particu lar conce rn s w ere ra ised  
by s takeho lde rs  in S co tland  about the im p lica tions of libera lisa tion  o f the local c ro ss  
m edia ow nersh ip  ru les for p lurality in the nations. C on sum e r Fo cu s  S co tland  and 
O fcom ’s  A dv iso ry  Com m ittee  for S co tland  ra ised  conce rns. T he se  would app ly  
equa lly  in W a le s  and Northern Ireland.

3.18 W e  took the con ce rn s  ra ised  by our s takeho lde rs  into cons ide ra tion  in our 
recom m endation  for libe ra lisa tion  and noted that if our recom m enda tions w ere 
im p lem ented, w e w ou ld continue to m onitor the operation o f the ru les in Northern 
Ireland, S co tland  and W a le s  a s  part o f our ongo ing duty to regu larly  rev iew  the m edia 
ow nersh ip  ru les.

3 .19 W e  note in th is con text that (as show n in F igu re  3.2), the C hanne l 3 licence  ho lder is 
a particu larly  im portant prov ider o f p lurality for loca l and reg iona l new s in the nations 
-  e sp ec ia lly  in Northern Ireland w here  at 34%, U T V  has a h igher aud ien ce  sha re  in 
all hom es than B B C  Northern Ireland (26%).
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Figure 3.2 BBC One and ITV1/ STV/UTV early evening news bulletin shares, 2009

50%

40%

30%

20%

10%

■  B B C

1117V1/STV/UTV/I7V Wales
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Source: BARB
Note: Labels refer to the ITV region where the audiences are resident as defined by BARB.
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Section 4 -  Wider Regulatory Issues
4.1 Government has also asked us to provide views on “whether there are any other 

barriers to entry to local media markets which [Government] might be able to remove 
or reduce” .

4.2 In answering this question, Ofcom has considered it appropriate to look at possible 
regulatory barriers to entry. More particularly, we have focused on the regulatory 
landscape which falls within our own remit -  we have not looked at regulation which 
covers the activities of local media which we would not normally consider part of our 
remit (e.g. trading standards and newspapers).

4.3 We have not considered commercial/market barriers to entry to local media. We note 
that the Shott Review will look at the conditions necessary to make local television 
commercially viable in the United Kingdom. Ofcom is contributing wider views on 
local media to the Shott Review.

4.4 Having considered this issue, we do not believe that there are significant barriers to 
entry to the local media market (within our remit) resulting from the current regulatory 
regime.

4.5 In relation to this, there are three main areas of our regulation that we would like to 
highlight that could be relevant considerations.

Spectrum availability

4.6 The principle potential concern is spectrum scarcity. Broadcast local media (radio 
and television) requires access to spectrum in order to reach local communities and 
markets. Historically, spectrum scarcity has been a particularly significant barrier to 
entry into local media markets although the emergence of digital technology has 
reduced the significance of this feature of the market.

4.7 There are three routes by which operators can gain access to suitable spectrum, 
depending on the type of service they wish to provide: via a Broadcasting Act licence, 
typically issued following a beauty contest; via a Wireless Telegraphy Act licence, 
typically awarded by an auction; or via purchasing capacity on an existing licensed 
multiplex (radio or TV) service.

4.8 However, we do note that there could be challenges for local media acquiring 
spectrum because it is generally packaged on a national basis or the quality and 
quantity of local allocations has been limited. It is possible that market based 
solutions could help resolve this.

4.9 In addition, our plans to make more spectrum available in the future will further 
reduce this issue and we expect this to dovetail with the Government’s plans for local 
television. This includes the possible release of geographic interleaved (Gl) spectrum 
in the UHF band which could allow companies to buy spectrum suitable for a 
particular location. We note though that there could be issues associated with 
ensuring the technical compatibility of local media services with the existing digital 
broadcasting platforms (to ensure existing viewers and listeners can access local 
services via their current installations). We are considering the extent to which this 
could be a barrier to entry and, if so, how best to address this as part of the relevant 
forthcoming spectrum award programmes.
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Local radio regulation

4.10 Statute requires Ofcom to regulate for localness on commercial radio. Each local 
station must broadcast an appropriate amount of local material, a suitable proportion 
of which must be locally made. Ofcom also regulates to ensure a diversity of speech 
and music programming. We achieve this by each station having a format, based on 
the promises in its application or subsequently amended according to the 
considerations set out in statute (in particular music formats). Localness regulation 
has the effect of limiting the extent to which content can be networked by co-owned 
groups, in other words safeguarding local radio; and music format regulation 
differentiates stations in local markets, increasing consumer choice.

4.11 Compared with the capital costs of starting a radio business, the costs of compliance 
with these regulations is relatively low, and we do not consider they meet the high 
level that would constitute a ‘barrier to entry’ although they clearly effect the 
economics of any individual licensee. As we have noted before there is scope for a 
thorough review in this area but this would have to focus primarily on the legislative 
framework.

4.12 There are also requirements specific to community radio, regulating the content and 
operations of community stations to secure ‘social gain’. The appetite for community 
radio licences, when Ofcom advertises these, suggests that these requirements are 
not a barrier to entry.

Codes that govern content

4.13 In addition, local broadcasting (radio and television) is also currently subject to both 
European and UK rules (including the Ofcom Broadcasting Code and the BCAP 
Code) which set rules for both the content of programmes and in relation to 
advertising and other commercial communications (e.g. sponsorship and product 
placement).

4.14 For example, in relation to minutage restrictions for spot advertising, currently public 
service broadcasting (PSB) channels can schedule an average of 7 minutes of 
advertising an hour and non-PSBs can schedule 9 minutes an hour. There is also a 
limit (imposed at European level) of 12 minutes of commercial communications in 
any one hour.

4.15 In relation to teleshopping, PSB Channels can only schedule blocks of teleshopping 
between midnight and 6am. Non-PSB Channels can provide blocks of teleshopping 
at any time. Although we don’t consider that the restrictions in relation to advertising 
and commercial communications are a barrier to entry into local media, we do 
recognise that they do impact on revenue raising opportunities.

4.16 In summary, we do not consider that there are significant regulatory barriers to entry 
to the local media market (within our remit). We note above three areas of our 
regulation that could be relevant considerations. The principle potential concern is 
spectrum scarcity.
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