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Oral evidence

Taken before the Culture, Media and Sport Committee

on Tuesday 16 June 2009

Members present

Mr John Whittingdale, in the Chair

Janet Anderson Adam Price
Mr Nigel Evans Mr Adrian Sanders
Alan Keen Helen Southworth

Witnesses: Ms Claire Enders, Founder and Chief Executive, Enders Analysis and Mr Christopher Thomson,
Chief Executive, DC Thomson & Co, gave evidence.

Chairman: Good morning. This is the first session of
the Committee’s new inquiry into the future for local
and regional media. It is taking place on what may
or may not turn out to be an auspicious day for the
media industry—we wait to see this afternoon.
Perhaps I could welcome as our first witnesses,
Claire Enders of Enders Analysis and Christopher
Thomson, Chief Executive of DC Thomson. Adrian
Sanders is going to start.

Q1 Mr Sanders: Why do you think local and
regional media are important?
Mr Thomson: We celebrate localness. The good
things and the fascinating things that people do
locally and their hopes and aspirations, we give voice
to. We celebrate them and we share their sorrows as
well. Democracy starts, in my view, at the local level.
After all, Parliament is elected through a
constituency process. Newspapers are to an extent
slightly diVerent from other media because of the
news element, which is absolutely not government
backed or responsive. I think they are particularly
important in terms of cohesiveness and in terms of
Community. I think there are a number of reasons
why the local press and the regional press are
slightly unusual.
Ms Enders: I would like to add that, as we know,
economic activity has to work at every level in a
nation. The local media enhance local employment
and local commerce. They also provide significant
opportunities for the young who are doing relevant
degrees; they have traditionally been a feeder route
into professional journalism at higher levels in the
national press; but, above all, local media, both here
and elsewhere, are a countervailing force to local and
regional corruption and crime, whether it is in local
government or in commerce. Without that
investigative force, as I think the creator of The Wire
mentioned in relation to the decline of local press in
America, you do not see bloggers down at the court
room, and he predicted that the demise of local
media in America would be a bonanza for local
government corruption. Also, finally, people who
live outside London want to have a sense of
community and cohesion and want to have a sense
that they are enfranchised and can participate.

Q2 Mr Sanders: How do you make distinctions
between what is local and what is regional in
diVerent media?
Mr Thomson: In diVerent media . . . that is an
interesting question. Obviously we publish the
Courier from Dundee but the Courier has several
editions. We also publish the Aberdeen Press &
Journal and of course they have about seven or eight
editions which cover diVerent parts of the territory
that we seek to serve. The Courier has four or five
daily editions, in Fife, in Perth and so forth, so
although the Courier I would regard as a local
regional newspaper, its editions are very local. There
will be two editions in Fife.1

Q3 Mr Sanders: Could that be a model for other
titles in other parts of the country?
Mr Thomson: Most of the regional press would
operate in that manner, so there is an overall regional
newspaper centre with local editions.

Q4 Mr Sanders: By local editions do you mean
separate editions? You do not mean local pages?
Mr Thomson: Largely local pages, but also local
editions. Of course the core of the paper may well be
the same for a number of areas. There will be
common content but very specific content for the
areas in question.

Q5 Mr Sanders: Are the challenges faced by local
media diVerent from regional media?
Mr Thomson: There is a continuum. Local, regional
and national are all on a continuum. Regional press
have a lot of national content in them. Of course they
cover Andy Murray and this sort of thing. Quite
clearly in Scotland we cover him, but the regional
press also have local elements. The local press, which
I tend to regard as the weekly titles, have rather less
regional or national content. Of course they are very
much specialised in a particular town, even down to
a particular village.
Ms Enders: The distinctions made from an
advertising perspective are, once more, in terms of
national and local. All these media carry both
national, inherently regional or local advertising,

1 Note by witness: Local papers tend to be the weekly and
regional are the dailies.
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but there is such a range. I mean among the local
printed titles, there is a range going from a
circulation of a couple of thousand to over 50,000
and up to 100,000 or more—indeed, in the case of the
Sunday Post, it has circulation of about 400,000.
There is a vast range. In radio there is also a vast
range between community stations, which are
inherently sort of micro-local, and regional
networks, like the Heart network, and national
stations of which there is a small number. Inherently
one of the things that is interesting about the UK is
that all the commercial media, when they were
started, by regulation, were focused on the local
space. This was to distinguish them from the BBC,
which has always been more of a set of national
media.

Q6 Mr Sanders: Some of those submitting evidence
to this inquiry have painted a very dark picture of the
future of local and regional media. How do you
describe the situation?
Ms Enders: I sent through some slides2 which paint
a picture, to both short term and long term, which is
absolutely dire in the case of the local press, because
if you were to look at slide 3 you would see that this
is sector and company revenues, revenue CAGR
(compound annual growth), so as you can see,
Google is shooting up to the top there, and then Sky
has an average CAGR of about 4%; for the BBC that
is obviously the licence fee; the national press are
slightly less aVected so far, but obviously moving to
ITV as well. The national media is really
substantially less aVected than the local press by the
combination of structural factors and the recession.
Page 4 provides our forecasts for local and regional
newspaper advertising spend, which we are
predicting will inherently suVer a decline of 52%
from 2007–13. That is a reduction in income of £1.3
billion. That includes classifieds, all forms of
advertising in the local and regional press. On top of
that, the local and regional press will, in our opinion,
suVer an average 8% decline in circulation on top, so
there is an additional revenue eVect.

Q7 Mr Sanders: You have lumped in local and
regional again and you keep saying “local and
regional.” I want to get a picture of whether it is
worse for the local newspaper than it is for the
regional newspaper, or is there no diVerence at all?
Ms Enders: I think there are distinctions based on
micro-economic circumstances. For instance, I am
sure Christopher will comment on the Aberdeen
Press & Journal which is a very strong local paper in
a relatively strong local economy. I think that is quite
a shining star in the sector. Is that a local paper? That
is in Aberdeen but it is read all over Aberdeenshire
and surrounding towns and much further afield the
whole of the north and north-west and north-east of
Scotland (which was what was intended to be said
rather than Angus). I think the distinction you are
aiming for is a bit of a diYcult one. I would suspect
from our analyses that the larger circulation papers
can sustain more origination and can sustain more

2 Ev not printed.

employment, and therefore they are inherently going
to be stronger. There are also cases, for instance the
Scotsman, where there have been steep declines in
circulation, and, equally, at the micro level, the
small, small circulation titles we would suspect have
a threshold of viability which is much easier to go
over, because if you fall from 5,000 to 3,000 to 2,000
circulation, that really impacts very, very heavily on
the economics of supplying those papers. In 1,300
diVerent titles, it is quite hard to generalise.
Mr Thomson: I think it is right across the board. We
have seen getting on for 50% drops in advertising
revenue already. To take Claire’s figures, the figures
in the regional press at one time were about £3 billion
as a total for advertising revenue.
Ms Enders: Yes, in 2004.
Mr Thomson: That already came down to £2.5
billion in recent times and it is heading down to £1.3
billion. I would say we are somewhere on the
£1.7–£1.8 billion line and heading south. I think we
have had a micro-economy in Aberdeen because of
the oil business there that has enabled us to hold up
slightly better in our Aberdeen papers. In Dundee, it
is not as good. We do not have an oil industry there.
For some newspapers, particularly the local press,
about 80% of their revenue comes from advertising,
that is the local weeklies. In our business, we have
more regional papers, and it is more like 60%. If you
lose half your advertising revenue, you are eVectively
losing 30%–40% of your total revenue. That is like
people having to take 30% or 40% salary cuts, to put
it into context. It is massive. At the same time, this
last year we have had a 20% increase in newsprint
prices. The newsprint companies have to survive, of
course, in their own way. They have been making
losses for years. We to some extent understand that.
We do not like it, of course. The ink price that we use
is based to an extent on the oil price. Recently oil has
come back, but if oil starts to go through the roof
again there is likely to be an impact on the ink price
and you have what I would call a perfect storm. You
have revenues collapsing on the advertising side,
which is particularly hurting the local press. The
regional press are slightly stronger, I think. I am not
sure if that answers your question.3

Ms Enders: I think the easiest distinction to make—
and I am sorry, because you are pushing along on the
regional distinction—is between local and national
advertising. That is really related to long-term
changes in the way that the economy works in this
country. It is very similar to the US, but in simple
terms local advertising is falling at twice the rate of
the decline of national advertising. We are seeing
national advertising declines in the US and the UK
of about 15%. We are working on a piece of research
that shows extraordinary similarities between the
US and the UK in these phenomena. By
comparison, local media are falling, in terms of the
press anyway, at a rate of 30%. Local radio is falling
in this country, as in the US, at a substantially lower
rate, because those media tend to have large
amounts of national advertising, so they work as
local feeder networks. Basically, local advertising—

3 Note by witness: See also Supplementary Memorandum,
dated 28 July 2009, Ev (FLM 41).
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even in radio—both in the US and the UK is falling
very fast, and that is really because local economies
are imploding.

Q8 Mr Evans: Does this have anything to do with the
recession or do you think it is likely to be more
permanent?
Ms Enders: If you look at slide 2, you will see that
the disconnect between the long-term correlation
between GDP and total ad spend occurred in 2001,
so we are already in year eight of a fundamental
structural change in terms of the disconnect between
economic activity and advertising. It will
undoubtedly become more marked. If you want to
understand the causality of this, it is partly related to
inventory. There are massive amounts of
overcapacity in TV, in newspapers, magazines,
online. Rupert Murdoch referred to online as a
medium in which inventory doubles every year, so
this is a structural shift of enormous import.
Obviously it is also related to other shifts in the
economy. For instance, e-commerce is heading
towards about 15% of total commerce in this
country, and that favours online versus physical
retail, which you are no doubt aware is shrinking as
local economies implode. We do not believe that
those physical means of retail will re-open. We are
looking at fundamental structural shifts across the
economy caused by technology, and those shifts
systematically will disintermediate human capital,
because that is what technology always does.

Q9 Mr Evans: It is a pretty gloomy picture that is
being painted if you happen to be in the local
newspaper business. If these figures carry on in the
way that they are, we can expect local titles, regional
titles, maybe even national titles to close.
Ms Enders: That is right.

Q10 Mr Evans: When we look at the increase in the
amount of advertising that is going on the Internet,
a lot of these papers have Internet presence. Is that
going to save them?
Ms Enders: Absolutely not. The average income
earned from a regional or local newspaper reader is
about £100 a year, taking account of advertising and
circulation. The average income earned on a website
visitor is about £2 a year and probably falling. It is
very simple why. On average, people who use these
local websites are spending about five minutes a
month on those websites. By comparison, people
who read papers spend an average of 12 hours a
month reading those papers, so it is a completely
diVerent kind of experience. Local websites do not
substitute at all for the printed page. They just do
not.
Mr Thomson: Our own websites, have to be by their
nature complementary, otherwise you cannibalise
your paper, but of course everybody else’s website is
substitutional. EVectively, we can only do our best to
have a good service and provide for our readers,
which currently of course has to be for free, as an
add-on. Whatever we are doing is always
complementary but any other website, from an
advertising perspective, is completely substitutional.

Q11 Mr Evans: You said what was happening in
America is happening here roughly at the same rate
and yet we have seen some historic titles fold in the
United States of America. You mentioned at the
beginning the importance of local and regional
newspapers to the community, being the glue that
bonds everything together so there is a sense of
society. All this is going to go. Just as we have been
campaigning to save local schools, local buses, local
post oYces, local pubs even, because these are all
part of the iconic institutions that bring
communities together, it looks as if the local
newspaper is going to be next in line and you do not
see any way out of this. You see papers folding.
What famous titles do you think are going to close
which are in danger at the moment?
Ms Enders: It would be inappropriate for me to
comment on specific titles. We have already seen title
closures and there are other witnesses who will no
doubt illuminate you as to their businesses, but we
are expecting that up to half of all the 1,300 titles will
close some time in the next five years. Many titles are
currently already running at losses and are being
sustained by owners or operators who see these titles
as fitting within a portfolio approach. A lot of titles
are already being sustained by the good graces of
their owners and that may not last. There has been a
significant capital markets crisis and a stock market
crash, and that phenomenon on top of the recession
has undoubtedly had a severe impact on the ability
of companies to sustain loss-making activities.

Q12 Mr Evans: All this local news that is now going
to be lost, you do not foresee an opening in the
market somewhere. As you said, bloggers are not
down at the court rooms. You do not see any
commercial way that that is going to be replaced at
all.
Ms Enders: No. It is not really possible to replace
professional journalism which has been honed and
trained. The people who work in the press are highly
trained individuals, otherwise they would not still be
there. You have to be able to do stories very quickly,
you have to have an inquiring mind. I am not saying
that all journalists are wonderful people but I am
saying that there is a particular cast of mind. Let us
not forget that the British nation produces probably
more words per capita than any other nation. We are
a very literate nation, so it is a calling that has
attracted many very fine people. Those people may
well, as indeed they already do, engage in blogging
but they are going to have to make a living during the
day, whatever it is ie washing cars or whatever—and
they will not be able to spend the time or be paid to
spend the time to investigate local politics, or local
issues which are of extraordinary interest. If you
look at the local press, if you read it, you will see that
much of what really matters to communities is about
the interface between the population and the rulers;
the local council or the national government or
whatever. Collectively people in a local community
feel more empowered if someone is advancing their
cause. They expect that of the press.
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Q13 Mr Evans: I do not want to turn you into the
undertaker for half of Britain’s local and regional
press, but that is what you are being in what you
have just said. You see no way of stopping this or
turning it around?
Ms Enders: No. As you can see from slide 2—you
know, GDP is a great tanker—this is a fundamental
structural shift. We are not going to come back. That
will also aVect television, because if you look at the
TV slide on page 5 you will see that there too the
decline will be quite acute. We do not expect a
recovery, certainly within the foreseeable future, to
the levels that we have seen in the 1990s and more
recently. The British media spends a very large
amount of its revenue on origination, whether that is
production, radio programmes, wonderful stuV. As
I am sure you are aware, many national newspapers
already run at a loss—The Times, The Guardian, the
Independent and so on—the local press also spends a
very large amount of its income on origination, so
we are going to see a decline of origination across the
board and of course that will have enormous
consequences for democracy.

Q14 Mr Evans: Do you think this is generational,
that it is just young people now progressing towards
new media, information technology, Bluetooth,
blogging, twittering, goodness knows what, texting,
and that they are the ones who are not buying the
papers, reading the papers as much as they were, or
do you think there is something else?
Mr Thomson: I would not want to give the
impression that no-one is really buying the papers.
We have never really expected, of course, lots of very
young people to buy the regional press because you
do not tend to be interested in the locality until you
have a stake in the community. First time mums are
aged 32 in London and 31 outside London, so it is
not as if we expect lots of 18-year olds, much as we
would like it, to be regular buyers at that age.
Ms Enders: No, I do not think that being deserted by
the young is the problem. The main issue is with
recruitment advertising and property advertising,
but particularly recruitment advertising. The
Government started to withdraw recruitment
advertising from the local press in 2004 and that has
been absolutely the most awful thing. The other
thing that happened was that the Royal Mail
suspended and eliminated distribution to homes.
What I think is astonishing is the struggle people do
make—elderly people in particular—to go out and
get that paper. They are physically going in their cars
or walking some distance to get that paper. The
other point we mentioned in our submission is
obviously significant changes in distribution. The
supermarkets have taken a very significant part of
the distribution in the sector and that invariably
requires a car journey or something. With local
newsagents closing, there is no doubt about that
eVort to get the paper. We think that about a quarter
of the decline in the press is related to changes in
physical distribution and the role of the
supermarkets and edging out brands that do not
play ball with them. Just going back to the young,
there is, as we all know as parents, a pervasive move

away from the printed word towards screen culture.
This has been going on for the better part of 25 years.
It has reached such a pass, however, that children’s
magazines have folded, book sales in this country
declined by 20% in Q1 09, as they did indeed in the
US. So we have a pervasive move away from printed
paper, paid-for, long form. In the US there was this
survey done by Pew, a very interesting think tank,
which identified a profound political apathy among
the young. When I was young, everybody was
politically very active. That was the 1960s and the
1970s and there were lots of great causes—feminism
and the Vietnam War and so on. I do not think, as
someone who became British last year and voted a
couple of weeks ago, that there is any shortage of
great causes to be interested in, however the young
in the US are increasingly apathetic. I think that a
problem for the future of this country is the complete
apathy among the young about what you guys do.

Q15 Mr Evans: I own newsagents in Swansea and
have done from my father and my grandfather
before me. On your observation about
supermarkets, there used to be a restriction that you
could buy newspapers where they would be
distributed to. As I see it, the supermarkets clearly
have taken a lot of trade away from the smaller
newsagents and there are newsagents closing. Also,
newsagents are finding it diYcult to get newspaper
boys and girls to deliver the papers.
Ms Enders: Absolutely.

Q16 Mr Evans: That has been incredibly diYcult. It
looks as if there has almost been a snowballing
eVect.
Mr Thomson: We deliver 50% of our evening paper
in Aberdeen, for example. I would not want you to
get the impression that our instinct is to close
newspapers. Our instinct is quite the reverse, to
invest as much as we possibly can to hold back any
tide of peril that is coming our way. Obviously I am
an optimist for the future.

Q17 Mr Evans: Do you think the newspaper
industry are partly to blame for the plight in which
they now find themselves, in the way that they did
throw newspapers at supermarkets and turned their
back on the network of smaller newsagents that were
absolutely everywhere?
Mr Thomson: I do not think we have ever turned our
back. I would certainly not say that, but of course
supermarkets are where people go on a daily basis,
and certainly once a week for a very large shop and
we have had no alternative but to supply
supermarkets, which, sadly, as you rightly say, the
big brands potentially put others out of business. We
cannot refuse to supply.

Q18 Chairman: Claire, you have painted a pretty
bleak picture of the newspaper industry. We have
had a submission from Ofcom which is not quite as
bleak. They have recognised the pressures but they
point out, for instance, that of the 60 titles or
thereabouts that have closed, 50 were free sheets. Of
the remainder, in half of the cases it was because a
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rival publisher had produced a stronger title. They
say, “There is evidence to suggest that the local
media sector is facing significant economic pressure
as a result of a combination of structural change in
advertising markets and cyclical impacts. This is not
manifesting itself in a uniform way, nor does it mean
that the underlying fundamentals of free-to-air
television, broadcast radio or indeed newspapers are
broken.” You would not agree with that.
Ms Enders: No, I do not agree with that. With great
respect to Ofcom, they are perhaps not reflecting on
the fact that, as Christopher said, businesses that are
experiencing, as they did on average in the first
quarter of this year, a 35% reduction in income,
income that is not going to come back, I would see
that as a pretty fundamental problem.

Q19 Chairman: That is a broken model.
Ms Enders: A 35% reduction? Would that aVect your
lifestyle if you had a 35% reduction in your salary? I
think so. I think there are mitigating factors. All of
these are very good businesses in some respects, in
others not, but there are certainly very good business
people who are doing everything in their power to
sustain those titles, and in fact consolidation, in my
view, has greatly aided the survival of some of those
marginal titles which 10 years ago would otherwise
have already folded. It all depends on how you see
economic scenarios developing. That is a critical
feature of our forecasting. We are not aware of the
basis upon which Ofcom is presenting a rosier
picture for advertising, for classified research, for TV
or for radio, and we are not aware that they do this
work. Our view is really based on micro and macro
modelling and the observable impact. Newspaper
income declined by about 20% in 2008 on average.
How many 20%–30% declines can you sustain and
still be standing?
Mr Thomson: The very best margins in the business,
which some of our friends behind have had were up
towards 30%. But if you lose 30% to 40% of your
income, even though you have got to make very
substantial inroads into your cost base, which all
publishers have done or have begun to do, you are
looking at the best titles in the business being, yes,
profitable—just—and you are looking at smaller
titles—and we love newspapers, that is what we are
in business for, we are not about to close titles if we
can avoid it—being sustained on the basis of the
whole being greater.
Ms Enders: I just want to make an additional point
about radio, because we are talking a lot about the
local press but the radio industry stopped being
profitable in aggregate in 2008. The whole point
about capital markets is people are supposed to earn
a return. So I am a little doubtful whether this is a
very good investment story, either in radio or in
newspapers. Alexander Lebedev bought the Evening
Standard for £1 and is giving it a whirl. We are going
to see people giving things a whirl but that does not
mean they are sustainable.

Q20 Chairman: It may take some time for the
Barclay Brothers to recover their investment.

Ms Enders: It will. That is a very good point. I think
it is inappropriate for newspapers to emerge as
trophy assets. I do not think that this a good thing.
I do not think that we should be reliant on Russian
zillionaires to pop up here and there. Obviously,
given the losses experienced at The Times over the
last decade, that is obviously a trophy asset. I am not
entirely sure that is what media should be. I think
that the local press is not a set of trophy assets at all;
it is a functioning business—and that is quite an
interesting distinction.

Q21 Adam Price: Continuing on that rather bleak
theme, Nigel referred to some of the major local city
titles in America that have either already ceased
publication or filed for bankruptcy. The Chicago
Tribune, the Los Angeles Times, the Baltimore Sun,
the San Francisco Chronicle, et cetera. Thinking of
some of the regional morning dailies, among your
1,600 that are going to go to the wall now—
Ms Enders: 1,300.

Q22 Adam Price: Amongst those, are we going to see
The Scotsman, the Western Mail in Scotland
disappearing in the next five years. Is that the kind of
level of title that we are talking about, major regional
titles, that could disappear altogether in the next
decade?
Ms Enders: They could. My view is that smaller
titles, as I said, that have much smaller circulation
are more on the edge. Those are titles which have a
particular value because whether it is the St
Andrew’s Citizen—which I would not put on the
ailing list, because that is a very good micro
economy—but, basically, the local community titles.
Those I think are most at risk in the first wave.

Q23 Adam Price: The Western Mail has 35,000 sales,
I think.
Ms Enders: Yes, there are a number of titles that
have much more significant circulation which may
have more viability, but it is an important thing to
remember that all of these newspaper businesses
have already experienced the impact of substantial
cost-cutting in order to survive. This story is not a
recent one. We are looking at a decline that basically
started in 2004 with government recruitment
strategies changing. There has been a lot of pain
already. The radio sector in this country is the most
regulated of all the media sectors. The amount of
regulation is very, very high. You can imagine that
de-regulation would assist the radio industry in
surviving. My argument here is simply that the
newspaper industry has already been through
massive amounts of cost-cuts and re-jigging of their
businesses and I am a little sceptical about how
much there is left that can be done to sustain these
titles. Everybody has a diVerent rule of thumb, but
approximately 60% of the costs of any given
newspaper are to do with human beings: human
beings who sell ads, human beings who write. There
will be more cuts, given specially the changes in
paper and ink costs, in human employment. We are
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also predicting that there will be a massive increase
in unemployment in those local economies as a result
of local titles either shutting or getting rid of people.

Q24 Adam Price: Criticism is often made of the
music recording and publishing industry that they
really should have seen it coming, that they should
have seen the writing on the wall. Is that a criticism
that could be made of the newspaper industry as
well?
Ms Enders: Apart from Nouriel Rubini, a well-
known US commentator who has been predicting
the massive stock market crash and world financial
crisis since 2003, I do not think that the newspapers
can be blamed for not twigging that there was going
to be this massive stock market crash, since this
Government appears not to have had the benefit of
that insight despite having the Treasury working on
its side to gain that insight. If you look at page 3, you
will see that in fact all of the media sector, the
commercial media, were in fact experiencing a slow
structural decline in their income which was related
to the shift online and so forth. However, it is
unsurprising that it is the middle of 2007 that we see
a tipping point for the local press. That is really as a
result of the massive decline in GDP. We are looking
at a UK economy that is suVering, as we know, at a
level that has not been seen since the immediate post-
war period. This is an unusual set of circumstances.
The other factors, as I said, are that the Government
rethought its recruitment strategy, but above all,
also, the Government has not been able to sustain its
massive influx of capital into local economies, and
that is aVecting it. I was yesterday doing something
in the evening and one of the fellow speakers, the guy
who runs uSwitch, came up with the very alarming
statistic that 19% of the people responding to a
uSwitch survey—and I think it was thousands of
people—claimed that they were no longer buying
any non essentials. I am afraid that newspapers that
you have to hike for are going to fall into that
category, as indeed is the case for magazines. There
is a massive reduction in discretionary spending that
is going on in this country at the grassroots. We do
not see it in London because this is a gilded cage, but
at the local level there is enormous pain in local
economies.

Q25 Adam Price: Plurality is a key concept in
contemporary discussion of media policy. I am sure
there will be lots of mentions of plurality in the
report later this afternoon. In terms of the local/
regional and regional media landscape, what in your
view constitutes the minimum necessary level of
plurality. How should that be provided?
Mr Thomson: I think the concept of plurality
becomes very simplistic when one talks in terms of
three titles, four titles or five titles. How many titles
is plurality? You can have again, in my view, with less
plurality. In plurality, for me, what is important is
quality, accuracy, fairness, a sense of balance, of
community, of engagement, of credibility, of literacy,
and so forth. It is not just a question of how many
titles you have, how many radio stations you have,
how many television stations you have. In the

current situation we are in, in some ways the more
titles that are merged to save titles will create what I
think people mean by plurality. When you go back
into the history of the newspaper business, when you
go back into the 19th century, there were lots of titles
and they lost money for a long time. At the turn of
the century there were titles that merged, the Courier
and Advertisers title was the Dundee Courier and the
Dundee Advertiser. They ended up merging in the
1920s, but I do not think we lost plurality in the end
by the two titles merging. I think the paper became
stronger, it was a much better paper, it welcomed
views from all political spectrums, it was an
independent title. I do not think that the very
simplistic concept of saying that a number is
plurality is the right way, personally, to look at it.

Q26 Adam Price: You see plurality working in the
sense that a strong, high quality, local media provide
a counterpoint and a plural voice vis-à-vis national.
Mr Thomson: Absolutely. Coming back to the first
part of the discussion and democracy, you cannot
have a strong democracy without a strong local
press. That is where we all come from, the localities,
the constituencies. One must not think about
hegemony of local press, but a decently strong,
vibrant press I think is a very important point. To
have a sort of fake competition—and I am not
casting aspersions or anything but I look at this and
I think that the businesses we are all in are tiny. We
are not Tesco. We are not BP. Sometimes they come
together in one company, like Johnston Press or
Trinity Mirror, but the businesses they are running
are, by and large, £3 million businesses, £10 million
businesses, £15 million businesses individually.
Some of the titles are tiny. They are just little
localities. To look at them all as an aggregate
sometimes is a mistake. We are not BP or Tesco.
Ms Enders: I would like to add my view. I have been
an observer in this country for 30 years before
becoming British last year, but I am an in-love
observer because I am an immigrant. I love this
country and I love its quirks. I would say that
plurality is about print. I do a lot of TV news and I
am constantly being cudgelled by producers to
summarise everything in a soundbite lasting a
minute and a half if at all possible. I think that TV
news basically tells us what is going, on and the
ability for it to provide any kind of colour, depth or
whatever is incredibly limited. The same thing for
radio news. Radio news is about what is happening.
Interestingly, when you look at what people use
websites for—and that is across the piece: the
national websites, the local websites, the BBC—they
are really basically doing celeb news, news headlines,
sports results and celeb photos. Those are the four
drivers of activity, whatever you look at. In eVect,
online and in TV and in radio you have a pervasive
love of the news bite, the news headline. Obviously
as a celeb or sports person or something, it is not
relevant to what is really going on in the local
community, except in so far as there has been a
murder or car accident. It is really very diVerent. For
me, plurality is about print. It is about professionally
produced, thoughtful, printed, thinking. It is about
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words. It is about words on a page. It is not even
words on a screen. That is my view. That’s why
having looked at the way that people use media for
a very long time, and in particular the digital haves
and have-nots, I think in particular the digital have-
nots would recognise that plurality. I also think, of
course, that the local news services, provided by ITV
in particular, do play a part in enriching the range of
information sources for people living in local spaces,
but there is a very limited amount that you can do
with the number of minutes that they have at their
disposal. Of course ITV has been asking for
regulatory relief on those minutes for as long as I can
remember, but certainly since 1992.

Q27 Adam Price: You were sceptical in some earlier
exchanges about the prospects for things like citizen
journalism, blogging to occupy the space left vacant
by more traditional media forms. Is there not an
argument that a local newspaper is essentially a
passive form traditionally, apart from the letters
pages. Now we have a profusion of new tools that
people are only beginning to get into and they are
starting to collaborate as well. You are seeing people
using online tools with community activism. Is there
not going to be a rich, new sphere of engagement at
the local level?
Ms Enders: That is true, but blogs are personal
statements. I think it is US research that indicated
that less than 4% of news ever originates on a blog.
Blogs are commentaries on what is going on. They
do not originate stories, by and large. That’s the first
point; you cannot look to blogs to originate. With
very few exceptions, they do not have the resources
to do that. The other point I would like to reiterate
is David Simon’s, the creator of The Wire. His point
is that you do not see any bloggers down at the court
room. You do not see bloggers doing any hard work,
right? It is hard work to go down to the court room
and figure out what the case was about. That is
harder work. There is a level of sensitivity that many
bloggers just let loose. Everybody has probably had
the experience of the inappropriate email that you
sent to someone. There is a frankness there in that. It
is not a professional approach. The other thing that I
think it is really important to understand is that with
some of the regional portals, the user-generated
content, the community chat that was encouraged,
had to be shut down because of racism. So you
actually get the hot heads of the community
basically stirring it up. I do not see that as plurality
or democracy. I do not see that as a positive
development that racism or local disputes can
escalate in this way, and that that is a vehicle for that.
I just do not see it. I have a lot of respect for
everybody who is out there in blogger land and so
on, but, again, this is not a substitute. Most blogs are
never read by anybody but the person who created
the blog and his close personal friends. It is just not
a replacement for 1,300 titles, a whole network of
community space. I have not read every one of those
titles, I do not know to what degree they are about
letters pages, but they certainly have functioned in
the teeth of diYculty in getting those titles,
particularly the elderly folk who are really struggling

to get those titles. Also, of course, there is your point
about newspaper rounds. We live in a world where
people are terrified for the kids to ride a bike, let
alone do a paper round—because you kind of need
a bike for the paper round.
Mr Thomson: Blogs have their place, but they are not
a substitute. Our regional newspapers have 155
journalists, covering everything from charitable
activities, sport, the local football match,
photographs of kids in schools, very simple things.
Those are not what bloggers really cover. They have
their place, of course, and some of them are very
good, but they are more of a soap box. They are
perhaps a bit of a throwback to the 19th century. To
take your point, maybe they will develop into some
form of newspaper. My great grandfather was Sir
John Leng. He was a Liberal Member of Parliament
for Dundee, but he started oV the Dundee Advertiser
as a Liberal paper. He went across the world
lecturing on Liberal values, to Chicago and
elsewhere, and came back and reported those in his
paper. Initially, it was a bit like a blog, but it
developed into a newspaper, so it is possible to see
that; but not at present.
Ms Enders: Perhaps I could go back to plurality,
because I think that is really at the heart of our
concern. The regulated commercial media and the
BBC do not and cannot contribute to local
democracy. The BBC charter is explicit on this point.
I do not think we can look to the BBC or the
regulated commercial media to fill the gap, because
it is just not the way that those media are baked by
regulation.

Q28 Adam Price: Because of the need for balance,
et cetera.
Ms Enders: Exactly.
Mr Thomson: They cannot have political views.
Ms Enders: They cannot talk about politics, so they
do not.
Mr Thomson: As themselves.

Q29 Adam Price: Do local newspapers still have the
resources to do investigative journalism? If your
charge against citizen journalists is that they are not
professionals, they do not have the resources to
really devote to a proper piece of investigative
journalism, do local and regional newspapers do
investigative journalism?
Mr Thomson: Absolutely. It is the sort of core of a
newspaper man’s business. He is putting his foot in
the door for one thing or another. In the regional and
local space, I think they do it in a very measured way.
It is not a scandalous thing, it is a much more
measured thing, but absolutely. They are into the
district council chambers. Of course.
Ms Enders: Your father started a campaign against
increases in prices at supermarket petrol pumps,
because this was something that was a total
bandwagon. There were masses of letters flooding in
and so on. This was a cause that was championed by
the papers in that area, and that slowly spread. That
is quite an important part of consumers feeling that
they have some way. If the voter turnout is this low,
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I do not think that is a sign that everybody is happy;
it is a sign that everybody feels their vote does not
matter.
Mr Thomson: The local and regional press are sort of
feeders for the whole national newspaper industry, in
a sense. Whatever goes on, some of the stories come
up to the top and are big national stories and others
simmer along. There is plenty of resource in the
regional newspapers, but the stronger they are, the
better.

Q30 Helen Southworth: There is a very long
established concept that the local newspapers are
perhaps the most important training ground for
journalists, but also for writers and for broadcast
writers. Have you done any assessment of what sort
of impact the current situation is having?
Mr Thomson: We certainly saw them trained at our
end but certainly that is one of the things that
possibly could get cut, partly because we are taking
on fewer people, so a lot of the journalists who we
have are long established, long in the tooth and
extremely good at what they do, so there is a
problem, because training is particularly useful for
people who are coming into the industry. Probably
in most companies training, I will not say has
declined but the big training schemes are not there
because there is not the turnover or the throughput,
so you will not get 10, 20, 30, 40 people turning up
to a training session. You will have regular refresher
courses, of course, on libel and on the new Acts of
Parliament that have come through, absolutely, but
I think it is probably not as it was.
Ms Enders: It is inevitable, with the amount of
employment that has been lost across radio, TV and
newspapers over the last 20 years, that the
opportunities for the young too have steadily
diminished. Rather paradoxically and unfortunately,
media degrees appear to have been immensely
popular for the last decade. It is a bit of a paradox,
given that really the funnel through which those
young have to go has been getting smaller and
smaller. There will still be people who care and who
feel that they want to go through the rigours of it, but
the quality of life and the quality of employment that
they will experience will be very diVerent from that
which occurred in the past. I am sure you are aware
of the fact that basically newspaper staV are no
longer always taken on as staV. There is a massive
increase in freelancers and pensionless employment.

Q31 Helen Southworth: Do you have any stats on
that?
Ms Enders: I could get them for you. I do not have
them in my top of mind. I have other facts, but not
that one.

Q32 Helen Southworth: That would be very helpful,
to see trends.
Mr Thomson: I hope we can bring more and more
young people into the industry as quickly as we can,
because of course they are the ones, as we all know,
our children, who are watching television, they have
their iPhones, they are doing their homework, they

are able to multitask. The way that we train them is
to multitask. That is the sort of person you need for
the future of a business, I think—very much so.

Q33 Helen Southworth: In terms of the wider
creative industry, there is a very strong body of
opinion that says you draw from local media
because that is the first place that you will get a paid
job to write.
Mr Thomson: Absolutely. It is the first place to get
your foot in the door.

Q34 Helen Southworth: Are you finding concerns are
being expressed about that?
Mr Thomson: There are journalists of ours who go
into the PR business or go into the advertising
agency business and come back sometimes. I would
not want you to leave with the thought that it is all
doom and gloom. There is a lot of vibrant activity
still going on. We are still very vibrant in the regional
business, but I think the local business is suVering,
and we see our own business, as I said earlier, as
suVering greatly. Some of the ladies and gentlemen
behind me have probably been much better at
cutting costs and controlling the costs possibly than
we have, but I would not want you to leave with the
impression that the businesses are not well run. I
think they are exceptionally well run, but in a very
diYcult climate.
Ms Enders: As you can see from the forecasts we
have provided, there will not be, there is no
expansion in TV, there is no expansion in TV
production, there is no expansion in multi-channel,
there is no expansion in radio, there is no expansion
in newspapers, there is no expansion in magazines.
The overall level of employment in all those
industries will fall and will continue to fall for the
foreseeable future. That is a basic thing that will
aVect employment opportunities for the young.
Previously, through the 1990s, we lived through a
boom in newspapers, we lived through a boom in
magazines, in production, in multi-channel
operation and so forth, and obviously in the radio
sector a number of stations have been licensed all the
way through, until recent times. That always soaks
up people who want to stay in their local community.
As someone who lives a divided life between a local
community in Scotland and London, I know that
some people want to stay and work in local
communities. Young people want to stay and work
in them and not only as shelf stackers.

Q35 Janet Anderson: You have both mentioned the
substantial group of readers whose choice of media
is particularly restricted. Claire, you referred earlier
to the digital have-nots, the elderly, the low income
or the unskilled and so on. Do you not think that,
with the prospect of universal internet access, that
will disappear over a generation?
Ms Enders: It will disappear over a generation but
that does mean for a generation—ie in the next two
to three years and through that 25 year generational
process—the large number of people who are
aVected by this issue, because around 62% of the
country subscribes to or had broadband access—
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almost 40% of the country does not. That is not an
insignificant group of people. We also in my firm do
a lot of work in broadband, mobile, telecoms, as
John Whittingdale will tell you. We see across the
broadband piece a dramatic slow-down in growth.
And in fact the broadband market will be ex-growth
some time between August and November of this
year. That is not only due to access. Everybody in
this country can get internet access. There are few
homes that cannot. It is like pay TV. If people choose
not to buy something, it is for a whole set of reasons.
Firstly, you have to buy a PC. It is not cheap to buy
a PC, even a Netbook, for people who have an
income of £8,000, £9,000 or £10,000 a year. Many of
your constituents no doubt fall into this camp of
people who are no longer buying any non-essentials.
A Netbook or a PC is going to be a struggle. The
work done by a number of universities indicates that
the older you get your hand-eye coordination and all
your ability to master technology is really
substantially diminished. In the work we did for
Digital Britain, in which we did all the forecasts and
so forth for the team, we said the thing that would
really help is not access; it is not five meg, eight meg
or ten meg. It is a little bit like the process in which
elderly folk have been transitioned into Freeview by
way of a human being showing up and taking them
through the ropes slowly, giving them the equipment
and installing it for them. That has worked. That
was a scheme that cost £1 billion. I am just
remembering this figure out of the blue. It could be
less; it could be more. It is a massive job to do that.
Unless the government were prepared to do that, the
digital divide will be completely unaVected by
whatever government money is available. Also, this
Government has a purpose—perhaps the next
Government may also have a purpose—to try to
force people. It is sort of what I call the ATM system.
If a bank closes its branch, everybody has to learn
how to use an ATM. That is quite a cruel approach
to older folk who do not have the money to buy a
PC, who do not have any idea how to install a router.
Disenfranchising older folk in this way, telling them
that they are third-class citizens, is very
inappropriate. I certainly do not want that to
happen to me when I am 20 years older. I do not
think anybody would want it to happen to them.

Q36 Janet Anderson: Even if we could get over this
digital divide—you are obviously very sceptical
about that—you are saying that there is no
substitute for the written word.
Ms Enders: That is right. I think it is very important
to understand. We did a lot of work for Digital
Britain on this issue. The Government wanted a
completely optimistic view about the transition of
those digital have-nots which we have specified. I
think that is so unrealistic, because it is such a very
large number of homes. We are talking about easily
ten million homes in this country, many of them
occupied by single human beings who do not have
the support network of people who can say, “I can
take you through how to install the router” or, “Let
us see what we do with this piece of kit that arrived
in the post.” It is not plug and play. People have

enormous diYculty. Also of course there is the cost.
People who are not spending on non-essentials do
not need £8 or £10 a month of extra layout. So I
would just say that the digital divide is a given.
Obviously the Government took the view that the
digital divide, if they did not want to persevere, was
one related to TV viewing. In my view, TV viewing
is something that rots the brain taken to excess. I do
not see it as a valuable, social thing. Obviously the
Government wanted to have a spectrum auction so
it suddenly became a valuable good. There is no
substitute, even online, for the printed word,
certainly for the digital have-nots who are
disproportionately likely to read the local and
regional press and to have a strong love for their
community, a love that is far greater than their love
of what is going on in Iran or their interest in what
is going on in the US and all the stuV that you can get
by the bucket load online. Those people care about
where they live and their communities in a way that
we do not see so much any more. Some people have
left that community space and now live in the great
Internet age, as probably we all do in this room, but
for many people it is a choice they have made not to
go that way. That personal choice is being relayed
back to them as being inappropriate, stupid, that
they are third-class citizens and do not get it. I do not
think that’s fair that you can bridge the digital divide
given the necessity for a PC, installation of
broadband, payment for broadband. I just do not
see that as realistic.

Q37 Janet Anderson: Mr Thomson mentioned
earlier that you provide this website facility but you
do not make any money out of it. It is free. Would
your view about all of this change if you could make
money out of it? Could you suggest ways in which
you might charge for that kind of internet access?
Mr Thomson: It is very hard to see micropayments
and Kindle have been mentioned. Kindle is much
more for an academic environment. It is very hard to
see, given that the BBC (who earn a subscription
revenue—the licence fee) are giving so much away
for free. They are almost the only people who,
curiously enough, although it is free, we are all
charged for it. It is very hard to see, given where they
stand. They have almost single-handedly in the
world resulted in the news having to be free for
everybody else. It is very hard to see how you can
row back from that position into charging 5p, 10p,
30p for your newspaper on line or anything. We have
at the moment taken the view that the best we can do
is produce a reasonably good website, not giving
everything that is in our newspapers for free, because
otherwise why would anyone buy our paper. If we
look at the newspapers that have given almost an
entire paper online for free, you generally find in the
regional press that they have declined faster in sale
than we have. There seems to be a correlation there.
We might be able to come up with a way of selling to
local people some sort of PowerPoint presentation
that uses internet skills or some package we can
produce through the Press Association or something
of that nature to sell to local authorities an editorial
product of some sort, completely distinct from what
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we do at the moment. For example in Aberdeen we
probably take in about £1 million of revenue,
something of that nature, on our website and
obviously we incur costs on that. It is a nice,
incremental revenue but it does not compensate for
the millions of pounds that have been lost. So it is a
service. In Dundee we could cover politicians or
important people coming to the university, making a
speech. We could put that online, but it is very
narrow. It is a service.
Ms Enders: Micropayments. Out of the hundreds of
millions of people in the world who look at news
websites, only a million of them have chosen to pay.
It is about 20% FT.com or thereabouts and about
815,000 subscriptions to The Wall Street Journal,
which otherwise has a world circulation of 2.5
million. Micropayments and subscriptions do work
in the academic space. All the scientific journals and
so forth are sold on that basis. Access to archive is
micropaymented in some cases and not in others.
That is a model that works for professional type
information or highly valuable, economic business
stuV. If you go back to slide 2, you will see that
display advertising income which has traditionally
sustained all of the media including magazines and
so on, is not only ex-growth; it is in decline. That
display advertising also includes online display that
we are predicting will fall this year, as indeed it is in
the US. In the first quarter in the US online display
fell by about 4%. The only medium that we are
predicting to grow among the commercial consumer
media is Google, which we believe will grow at about
4%. This is a business that used to have a compound
average growth rate of 25%. That is the “star”
performance this year. It is going to be Google. I
imagine that will be the case next year. There is
simply a lot less money in the media and that money
will continue to drop. It is a pervasive phenomenon.

Q38 Janet Anderson: What would you say is the
main concern of the newspaper industry in this area?
Is it the fact that they no longer have a local
monopoly in the way that they used to or is it that
they are concerned about the demise of local news?
Ms Enders: I have to say that many newspapers do
not have a local monopoly at all. There are many
other media. People can buy a national paper. It is
not like people are trapped in their homes. On the
contrary: they have to get out there and hunt and
gather their paper. Otherwise they are not going to
get it. They can listen to radio. The words “local
monopoly” are very curious in my experience. We
live in a very fluid environment. There are a lot of bill
boards that have sold locally. I do not even recognise
the words “local monopoly.”
Mr Thomson: We have always seen ourselves as
trying to help our local economy, help our readers
and advertisers, on the basis that if the local
economy is successful naturally we might become
successful. In the 19th century newspapers lost
money. They had a really tough time. Increasingly
they provided a service and that grew into the
newspaper business that we know today. I do not
think we have ever looked at newspapers locally as a
sort of monopoly or anything like that. We view

ourselves as providing hopefully a good service to
our advertisers. Very often they are local people. We
have no interest in upsetting the local motor car
dealer, butcher, baker or candlestick maker because
they are part of us. We are part of the local
community. I think the Tescos of this world can look
after themselves in terms of negotiating. We are the
ones under the kibosh, if you like. And the local
people are our people. They are your people. I do not
think we have ever seen ourselves as having a sort of
monopoly.

Q39 Janet Anderson: I agree with you absolutely
about local news. How local does the oYce that is
producing that news have to be? Does it have to be
in the locality in order to do the kind of local
reporting that you think is important?
Mr Thomson: It is important. We have oYces in
Dunfermline, Kirkcaldy, Edinburgh, Dundee,
Montrose, Arbroath, Inverness and Peterhead and
so forth. Ideally, your journalists are part of the
community. They are known to people who are there
and they go out of their front door to the court and
cover a story. You cannot parachute someone in
terribly easily from Bristol to Dunfermline, except
for special events that you are covering.

Q40 Janet Anderson: It is happening. It has
happened in my local area.
Mr Thomson: There is an increasing amount of
freelance journalism taking place, probably on the
basis of cost, particularly in specialist areas. The
ideal thing that we always had is people who are
fundamentally part of the fabric of the community,
whether it is the butcher or baker, where there is a
journalist next door and you can drop in and say
hello. It is a very friendly . . .

Q41 Janet Anderson: I absolutely agree with you.
Ms Enders: In the struggle for survival in various
parts of the country where local economies have
been aVected by diYculties for a much longer time,
there are some local economies that have been
experiencing very severe diYculties since the
beginning of 2006. Obviously in those parts of the
country you are going to see more of an eVort to get
people to multitask and cover too much. I would say
that journalists as a whole are being expected to
work 12 to 14 hours, to blog, to video, blah, blah,
blah. That is aVecting local as well as regional and
national. That is not a recipe for success. The flavour
of the soup gets awfully thin. It is all pretty much the
same soup and then we all drift up to the
commonalities, which are what is going on in Iran,
what the Prime Minister said and so on and all this
big stuV. And there is this granularity, this reality, of
local life which is the reality of local people of whom
the majority of the population in this country lives
outside of London. For the majority of the
population, this is their reality. You do lose it but at
least you still have someone who is prepared to visit
and find out what is going on. It is better than
nothing.
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Mr Thomson: These are little, local enterprises, not
£100 million businesses. These are little, local
newspapers, all part of the fabric of local life. I think
they need as much support as they can get. We give
them as much support and investment as we can.

Q42 Chairman: A number of solutions are being
discussed. We might hear a bit more about those this
afternoon. Two in particular are assistance from the
BBC for local media and the second is relaxation of
competition rules. To what extent do you think
either of those oVers a way of ameliorating the
situation?
Ms Enders: The BBC partnership proposals in radio
and TV do not aVect newspapers per se except
downstream, subject to what Digital Britain will say
on the topic. Those partnership proposals are going
to be helpful in reducing the cost of the sector, in
particular the technology development and the
resource cost for them. They will help but they are
not going to save any organisation because what we
are dealing with here are top line issues. Good
examples include access to the i-Player for radio
companies. It will not do anything for radio
revenues, but it might extend the reach of
commercial radio a tiny titch. Facility sharing for
news is obviously something that has to be
considered by ITV and so on, but again all of these
proposals are of almost no relevance to the
predicament of the local media. In relation to
consolidation, as I said earlier, I think many titles
have been kept alive despite their losses because they
sit within portfolios of titles that were built up over a
long period of time by acquisition. As a result where
possible, non-editorial costs that can be cut have
helped to keep titles alive. I do not think there is any
doubt about that. What we are anticipating will be
spelled out in the Digital Britain report is something
that is neither here nor there in my opinion. I think
it is just a soundbite that makes the Government feel
that it has listened in some unspecified way. In my
view, I believe in action rather than just more words.
I am afraid that having the opportunity to present a
test case when the previous test case was that of the
Dunfermline press, when it agreed to acquire some
titles in Reading and Swindon and spent I believe
over £1 million on this extremely wretched and very,
very prolonged OFT process, given that the titles in

Witnesses: Ms Sly Bailey, Chief Executive, Trinity Mirror, Ms Carolyn McCall, Chief Executive, Guardian
Media Group and Mr John Fry, Chief Executive, Johnston Press, gave evidence.

Chairman: Can I welcome Sly Bailey, Chief
Executive of Trinity Mirror, John Fry, Chief
Executive of Johnston Press and Carolyn McCall,
Chief Executive of the Guardian Media Group. Mr
Sanders?

Q43 Mr Sanders: What is your assessment of the
state of local and regional media today and its
prospects for the future?

question were sold for ten million, to have to allocate
that money has frozen dead any interest at all in
consolidation. There is not enough there. I do not
think it is all that interesting. We will see. It has to be
delivered. A change to the OFT rules is not visible at
all. The idea that there might be a slightly more
relaxed approach to some of the issues is in the gift
of the OFT. No newspaper owner can bank on it.
Therefore, no newspaper owner is going to pursue
consolidation because you do not know what the
outcome is. Why spend the money? These are
companies that are struggling to hang on as best they
can. Why would they want to commit vast sums of
money to OFT processes or even the thought of
disruption to either the intended acquirer or the
intended acquisition? Why would they want to
engage in that process when it is fraught with risk
and extremely unlikely to be straightforward or
cheap?
Mr Thomson: As regards the BBC role, we put in a
submission against the BBC local video news project
and we take the view that it is not appropriate
entirely for the public purse to support other media
which might become a Trojan horse. It will stop
hopefully a vibrant press, even if an under pressure
press, from developing our own internet and video
businesses. We have a great concern about some of
the suggestions being made, either for ITV or for the
BBC, and whether they will result in some form of
enforced carriage by ourselves in the end on our own
websites and of their online content. That is a very
significant concern. As regards the merger position,
as I said earlier, a strong press does lead to a strong
democracy and a stronger local economy. We back
our local economies all the time. That is what we are
in business for. And the Regional titles have and we
have 150 journalists and we produce an awful lot of
content. That content is used by all the local papers
around us. I have never been able to quite
understand why this is going to be a problem for
regional and local papers around us being able to
merge or take each other over. The content is partly
the same content anyway. These are very small
publications. This is not like some huge company
taking over. I have never been able to understand the
merger regimes that exist, which seem almost to be
there and to control the press in some way, which is
not I am sure what is intended.
Chairman: Thank you both.

Ms Bailey: You only need to look at the trading
statements for the results of any consumer facing
media company right now, particularly the regional
press, to see that the industry is in crisis. We have
heard a lot this morning about the reasons for that
which are both structural and cyclical. I happen to
believe that pre-recession the majority of media
companies were coping pretty well with structural
change, so I do not feel as gloomy about it, with all
due respect to some of the evidence that we heard
earlier. Right now we are being ravaged by the
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recession on the top line, particularly classified
categories. Advertising is driven by corporate
profitability. When profits are under pressure
marketing budgets get cut. We have seen that rising
unemployment hits recruitment advertising. There is
carnage in the car market. That aVects motor
advertising. The property crash aVects property
advertising. You only need to look at the top lines of
any companies to see what is going on and to see that
we are battling very, very hard. At the same time, you
should not lose sight of the fact that we are all
continuing to invest in our businesses because we do
believe in a multi platform future. We think it is
really important and we certainly hope this
afternoon in Digital Britain that we will see an
admission that media markets have irrevocably
changed and the previously narrow definition of
measuring those markets is quite wrong. It was quite
right for 1989. It is now 2009. We need to reflect that
and that is very much what we are hoping to see this
afternoon, because we passionately believe that one
of the things the industry does need to do in order to
survive and prosper is to see consolidation.

Q44 Mr Sanders: Do you therefore think that the
depiction of the crisis has been perhaps overstated
and, if so, where?
Ms Bailey: No. We are in crisis. You only need to
look at the numbers. Statistically, we can see that.
You talked in the previous session about what the
solutions are. We think that we have come up with at
least one solution. I am not saying it is a silver bullet,
but we believe that more scale will give us more
opportunity to continue to build our businesses to
meet the needs of consumers and advertisers to be
part of Digital Britain. We all very much want to do
that, but I believe that the recession is a greater
problem than the structural issues that we are facing.
That will do for us if we are not allowed to
consolidate.
Mr Fry: What is clear is that we are having a very
tough time on advertising in particular. Advertising
has dropped 40% in the last two years. As was stated
in the last session, that is over 80% of our revenue
that has dropped by over 40%. You can work out the
numbers. It is around a third of our revenue that has
disappeared. To really understand the business, you
have to understand what is cyclical and what is
structural change. The structural change really got
going for us with the adoption of broadband in 2003.
What we found is that we were losing about 4% of
our advertising each year due to structural change.
Cumulatively by last year we reckon that we lost
about 18% of our advertising due to structural
change. Then we hit massive economic problems so
the 40% drop that we have seen in the last couple of
years I believe is more cyclical than structural. That
implies therefore that there will be a bounce in
advertising when the economy recovers. There will
of course be further structural change. We reckon we
will lose around a quarter in total of our advertising
versus where we would have been. From here
onwards, we are likely to bottom out this year and,
as the economy recovers whenever that may be, we
will see a recovery in our advertising.

Q45 Mr Sanders: That supposes some people are not
going to survive, does it not? The bulk may remain
but there are going to be casualties.
Mr Fry: As has already been discussed, there are
newspapers today in the UK losing money which are
either being sustained by their owners’ generosity
and their view of the future recovery or they are sold
as part of a bundle with other newspapers. I think
there might be some casualties along the way.
Ms Bailey: Regrettably, we closed 27 newspaper
titles in 2008. We have closed eight so far this year.
We have closed more products than that but those
are newspaper titles. Undoubtedly there will be
more. When your revenues fall as hard and as fast as
they are, one of the challenges is that you have to
vary your cost base. You have to get those costs out
in order to be able to stay alive. Therefore,
retrenching in markets regrettably is something that
we are just having to do. That is about some rather
than none, frankly.
Ms McCall: To build on John’s point, the structural
elements of this are very severe. GMG as a non-listed
company has been saying this for many years. We
have had to deal with structural change. It is
important to note that recruitment, property and
cars all have incredibly strong online competition—
Right Move, Auto Trader and Monster, Guardian
Jobs. You name it. There is a whole ream of sites out
there. Most of us were very reliant on classified
advertising. Where I am not as one with John is I do
not believe the prospects for recovery particularly in
classified advertising are strong. I think the
structural change means that many people are now
testing online media and using it quite eVectively. I
know that from one of our businesses in our
portfolio which is Auto Trader. I do not expect to see
a great deal of those three big markets and they were
the bedrock of a lot of regional newspapers. I do
believe display will come back. I do not think
“bounce” is the right word. I think it will come back
slowly and in a diVerent form and shape. To rely on
any kind of recovery for advertising going forward
will not really solve the problems of the regional
press. They are too severe. The structural change is
too profound and the economic recession has just
completely hammered it. Where can you engage on
this in terms of being helpful? I think Sly is right.
Deregulation is one step towards helping. Again, it
is not a panacea. It raises all sorts of important issues
about jobs because consolidation will mean fewer
jobs. One of the things we have to face about this
industry is it is going to be smaller with fewer people
in it. If we do not face that and we keep saying that
the industry has changed but the number of people
in the industry is going to be the same, it is
completely wrong and unsustainable. It will be a
smaller industry but consolidation will help because
then the clustering of assets in the right place, the
clustering of local papers and regional papers, will
make more sense. You will get more scale. The other
thing we have to deal with is the BBC, the fact that
they are there. They could be launching websites. We
have to ensure that the BBC, when it competes
online in particular here, needs to be compensating
for market failure when it has happened but not
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creating market failure, not crowding out
competition. There has to be a period where regional
newspapers can make their websites sustainable. At
the moment we are getting audience but we are not
getting revenue because the online revenue market is
so diYcult for everybody, not just for us. Although
this is a minor thing, it is a big thing for the media
economy and it does apply to regionals. It is this
whole role of aggregators in the online world. We
will always have local papers. We will try our best to
keep those in print but they also have to live on the
web. If you have aggregators where we make no
money on the copyright of that content, we do not
make any money on the point of consumption—that
is the model at the moment—that has to change
because we cannot sustain it. This is as relevant in
local media as it is in national media. That model
cannot go on because it is unsustainable. We are not
making money out of the traYc. We have to make
money out of content. When we talk about Digital
Britain and broadband access, broadband access is
fantastic, although Claire’s point about the have-
nots is extremely well made. The issue about
broadband access is it will aggravate all these issues
about BBC Online, their expansion, aggregators,
and where do we make money out of this? If we are
talking about the prospects, to answer the second
part of the question, the solutions to this, some of the
solutions are within the power of government and
regulators to help us build okay businesses in the
future. They are not going to be strong businesses.
They will be okay businesses in the future with much
smaller margins and we would hope they would be
slightly profitable. I honestly do not think they are
going to be very profitable.

Q46 Mr Sanders: The diYculty for us is
understanding what the challenges are for diVerent
forms of media. Do the challenges diVer between
local and regional newspapers, between dailies and
weeklies, between paid for and free newspapers?
Ms Bailey: I would not get too hung up on the
diVerences between those because the crisis is one
that is aVecting the industry. We own the
combination of those newspapers in markets. The
way we look at markets is what combination of
products do we need? What is it that our readers and
advertisers need in terms of dailies, weeklies, paid for
titles, free titles? They are all under enormous
pressure because those revenues have just
disappeared. They have just melted, particularly as
we have heard about this morning in recruitment
advertising. There are a number of reasons for that.
I would come back to what wider uptake of
broadband will do. There are some very positive
things but there are some negative things. We do
need to look at the super dominant position of
Google and Google News. It is our copyright that
the Google News product has come from. They do
not spend a penny on creating any news at all. We
heard earlier about investigative journalism and
what is happening there and do we still have the
resources to be able to do it. They do not spend a
penny on any kind of journalism at all and yet they
are making money out of our journalism. These are

the important issues that we have to address that will
hopefully give us a better equilibrium because these
markets have changed irrevocably.
Mr Fry: There is a bit of a news pyramid really,
where locally we create the bottom layer of that
pyramid. We have 11,000 journalists around the
country and they create huge numbers of local
stories. People further up the pyramid then take
some of them and develop them. At BBC News what
they do every day is they come into work. They buy
the local newspaper. They look on our websites and
they select from that. “There are 50 stories there.
Let’s take these three.” They will develop those three
stories during the day and that is what you will get
on your evening news. If you do not have our
journalists doing those 50 stories at the bottom, the
whole pyramid does not work any more. Similarly,
Google relies on us creating that bottom layer of the
pyramid and then plucks stories and makes revenue.
You have a similar issue as we have already heard in
the music business where, in the end, you have to pay
for content. Otherwise you will not have any
content. You have to give money back to the content
provider in some way and I think that is a way that
government can help us.
Ms McCall: One of the most serious things in not
having the bottom layer which would be local—I
think Sly is right—local and regional press face the
same problems. They are just exacerbated. The
MEN is facing enormous challenges just as
Rossendale is. They are just of diVerent magnitudes.
I agree with that. I think all of the press is dealing
with the structural change and being hammered by
the recession. The gravest danger of not having local
media doing local reporting—we will come on to
whether you need oYces to do that or not; you
certainly need local reporters to do that—is who is
going to challenge the local council? Who is going to
say that gang crime has got too much in this
particular area? The MEN did a huge series on gang
crime. It was a massive thing and it became a
national story, but it would never have started
without it becoming a local issue first and foremost.
Even something as basic as when the snow fell and
everything was paralysed, both ITV and the BBC
took all their leads from local reporters because they
could not get around the country themselves. There
was a role for user-generated content, user video and
all sorts of stuV like that but there was absolutely a
need for verifiable, accurate information about
whether you could use roads, get into work etc., and
that all comes from local journalists.

Q47 Chairman: 1,300 local papers. Between the three
of you, you probably account for at least half of
those. You heard Claire Enders’s prediction: in five
years’ time 50% of them will be gone. Do you agree
with that?
Ms Bailey: It is impossible to say.

Q48 Chairman: But it is not unrealistic?
Ms Bailey: Perhaps not. How long is this recession?
How deep is it going to be? If you look at regional
press figures right now in advertising you would
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probably conclude that we are bumping along the
bottom. Is the recovery going to be “V” shaped? Is
it going to be “W” shaped? Nobody knows.

Q49 Chairman: The figures which Claire gave us
which for instance predict the advertising revenue
for local and regional papers is going to drop a
further £1 billion between 2008 and 2013 are not “V”
shaped or “W” shaped. They are straight down.
Ms Bailey: We are very passionate at Trinity Mirror
about building what we see as a multi-platform
media business. In the future, if the majority of our
readers want to consume our content online, that is
fine as far as we are concerned, as long as we have a
business model. We now publish more online
brands, 400, than we do newspapers, 140. I
passionately believe that newspapers will continue
to be around but there will be fewer of them. The
industry will undoubtedly be smaller. You only have
to look at what has closed already. I doubt that we
will see a number of launches to make up for that.
It is important to understand what our readers and
advertisers will want in the future and to provide the
number of products. You have to look in the round
at the sorts of products that we are producing now
and what it is we are trying to do in being part of
Digital Britain, some of the practical things that you
can help us with to help us get there. A lot of that is
going to be the framing of legislation and a deep
understanding of the issues that the industry is
facing.
Mr Fry: Where there are three newspapers, the third
is extremely vulnerable and is unlikely to survive the
economic downturn. In some of the markets where
there are two newspapers, I think the second one will
also go. You are naturally going to get a
consolidation down towards a single newspaper in a
market place which means that the whole issue of
competition is solved anyway because there is only
going to be one in that market place anyway. The
question is can we sustain that one because, if we do
not sustain that one, all these issues of local
democracy and cohesion of societies become real
issues.

Q50 Chairman: The vast majority of the country, in
your view, should get used to the idea that they are
only going to have one local newspaper?
Mr Fry: Yes.
Ms Bailey: Definitely. It could be worse than that in
that you could have areas without any newspaper.
Ms McCall: It could be but you would want to avoid
that if you could. Reading is a good example where
we tried to buy the second title. We were not allowed
to so it has gone to an independent.4 Neither
newspaper can make money in that area. What
would people prefer? What is better for democracy?
What is best for the consumers in that area? To have
two titles that are going to have to retrench and
become more anaemic as a result or one strong title

4 Note by witness: GMG did look into buying the Reading
Chronicle, but decided not to proceed due to various factors,
one of which was the likelihood that, given previous cases
within the local and regional press, it would be blocked on
competition grounds.

which is going to compete with radio in Reading,
with online in Reading, with national newspapers?
This is a single market. To see these as isolated
markets, those rules were created years and years
ago when there was not a highly developed online
advertising opportunity. The opportunities for
advertisers now online are just enormous. Those
rules have to be shredded. We probably said this to
you at the last hearing we had that we need speed on
these things. We need speedily to sort these issues out
because the longer we take the weaker local titles are
becoming because the recession has been absolutely
dire for them.
Ms Bailey: In terms of Digital Britain and its
recommendations, we do not need to see a change to
primary legislation. It is about the interpretation of
markets and this inappropriate focus on narrow
definitions. We are evaluated and in that evaluation
the fact that we compete with Google is not taken
into consideration. That is not a framework that is
fit for purpose in 2009. That is the important point.
We do not need to see primary legislation changing.
It is about the interpretation of our markets and
what we are living with.
Ms McCall: It is also policy guidelines to the OFT.
The world has changed and therefore the OFT need
to take into account that the world has changed.
Mr Fry: I had the honour of the last competition
inquiry investigating a company that I was running.
I tried to explain that we do compete with Auto
Trader in print for car advertising. Forget the
Internet. That was not accepted. The local
newspapers in East London compete with The
Evening Standard for jobs advertising and again that
was not accepted. The level that the regulators have
come from has been quite bizarre. They have looked
narrowly at just newspapers and said everything else
is outside, whereas we all know that we are
competing with a wide range of media. We compete
with eBay, Auto Trader, national newspapers.
Ms McCall: Auto Trader targets local papers. I chair
the Auto Trader board and I can tell you that for a
fact. It is bizarre. It applies as well to radio, which is
this tiny, tiny market, £600 million last time I
counted but probably £500 million now in the
recession. It is a tiny market and yet it is seen as one
market that is not competing with newspapers and
online.
Ms Bailey: It is extraordinary that it is not the way
consumers consume media across platforms now.
We have been talking about this this morning, all of
us who think about our media consumption habits.
It is not the way that advertisers buy advertising or
they are trying to target a particular audience or
think about what is the best way to reach the
audience with a combination of that. It seems to me
that the only person still seeing these markets like
this is the regulator. Certainly the stock market is not
valuing media companies like it.

Q51 Mr Evans: We have had a fairly grim picture
described this morning but it is worse than that, is it
not? Sly, you said that you do not mind people going
online to consume whatever the product is which
may also be published and is published in printed
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form as long as there is a good business model. That
is part of the problem, is it not? There is not a
business model. You are in the middle, going from
one to the other, whereas the old model is being
destroyed because there are fewer readers and
advertising is being crippled because of either the
recession or because people are putting advertising
in diVerent sorts of ways. People are seeing all sorts
of examples of advertising which are new and
dynamic so therefore you are losing all of that but
you are not gaining the advertising at the other end
because the readership is not there and you cannot
charge, can you, for people to access your
newspapers on line because they will not pay.
Ms Bailey: You have a very diVerent cost base and
that is important to understand. You do not have the
cost of physical distribution, of paper and print. We
are one of the few media companies who have been
very thoughtful about our business model. We are
making money out of our digital products. I am not
saying it is easy or we are making as much money but
we have a business model that works. Our challenge
at Trinity Mirror is that we need scale. That is why
it is important to come back to the question of
whether it is structural or cyclical. This very deep
recession that we are facing is causing confusion as
to what is really going on and nobody really knows
the answer to that until we come out the other side
of it. I absolutely think that we have a business there
and that we can compete.
Ms McCall: Your point applies to many diVerent
mediums, not just local media. I work for a diverse
group that has other media interests, not just local or
regional newspapers, and we are all grappling with
what that online model is. We are an industry in
transition but we do not have all the answers. When
we are briefing our staV about the future, we say
that. It is not true to say we do not have readership.
Our part paid/part free strategy which now other
regional newspapers have too has grown our reach
for the MEN for instance. For our weekly papers,
reach is not the issue. Our online audience is about
a million, much of which is incremental to what we
would have had only in print. We cover, either
through radio or regionals, about 90% of the Greater
Manchester and Manchester area. That is a pretty
good reach. Our issue is we cannot really make the
money we used to make out of it, so we have to look
at the cost base, as Sly says. Then we have to look at
what are the viable models. It is not just one business
model. It is lots of diVerent models, one of which
could be the local news consortium which has been
proposed by Ofcom. I do find it quite extraordinary
that the BBC and ITV have been fairly vociferous
before they even know what this might be in Digital
Britain, because it has been mooted that perhaps
some surplus licence fee could be used to fund this
local news consortium. I say let us investigate that.
Let us welcome it. If you can sustain local
journalism, if it is done on an arm’s length, contract
basis, tendered for, done properly, well structured
and well run, why would you not subsidise local
journalism which could be bought by the BBC or
ITV? They do not want to do local news, not really.
Why is that such a horrendous prospect to people if

it sustains something that is so important to the
fabric of society? All of the regional newspapers
have got together and said, “We will try and make
this work. Let us run a couple of trials. Let us see
how it works. Do not discard it before it has
oxygen.” There are some things that we should be
looking at. That could be an income stream. It is not
going to be huge, but it could be an income stream.

Q52 Mr Evans: There is some potential there but you
have to remember it is only a year ago when the BBC
looked as if it wanted to put a lot of you out of
business using taxpayers’ money. At least you do not
have that. You have all made the point about the
pyramid and it is because the foundations are there
that other national papers and national media are
able to feed oV that. We all see stories appearing in
our local papers one day and then it is a national
story the next. Part of the problem in looking at the
cost base, which all local and national papers have
done, which means that we have had fewer lobby
journalists because they have been done away with.
We have seen fewer journalists locally because they
have lost their jobs because economies have had to
be made. That foundation which was put in, which
was pretty good maybe a few years ago, is now a lot
weaker as well, is it not?
Mr Fry: Can I make three points on that. I have been
trying to be slightly optimistic at this session. We
have an 82% penetration of UK adults in print
today, which is the second biggest penetration of any
media to television. For all our problems, we still
have an 82% penetration. On top of that we have
huge web audiences. My group has seven million
unique visitors a month and I am sure colleagues
here have similar sized audiences. These are quite
huge audiences.

Q53 Mr Evans: Are you making money online?
Mr Fry: Yes and no. The answer is yes if you
marginally cost it. I take all my costs that I have
incurred to add that extra media and the revenue
that I have incrementally, I am making money on
that. That assumes I have the journalists already
paid for from print. It depends how you answer the
question. I can answer it yes or I can answer it no. If
I fully cost it, the answer is no.
Ms McCall: There is no question that the online
model, whether it is local, regional or national, is a
very diYcult model to make profitable at the
moment. The display model has too much inventory.
There are ad networks and it is a commodity. We
need to find ways of getting over that. The recession
has not helped. If it is growing at 20% or 25%, you
could take volume and everyone is doing okay, but
when it is down it is a very diYcult model to make
work.

Q54 Mr Evans: Everybody has to be online, do they
not? You do not have a choice.
Ms McCall: No. We have to be online and we have
to find forms for making money online. They will
come. They have to come.
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Mr Fry: That gets you back to the BBC point. How
are we going to charge if the BBC is providing a
public service for free? It does put up a barrier.
Whatever mechanisms are developed for charging
for online content, it is very diYcult to see that
adopted when the BBC is doing it free with our
content, nicked from us.

Q55 Mr Evans: The question I have next adds to the
gloom. With the younger generation not buying
newspapers at the rate that they are perhaps when
they are in their late twenties and thirties, there is no
tradition there. Maybe newspapers will not be
hanging around the house perhaps as they were
when they were with their parents. The model is
going to change completely, is it not? How do you see
this future happening over the next few years?
Ms Bailey: For us, that is why multiplatform is so
important. In print, we should not lose sight of the
fact of how successful the Metro has been in bringing
in a younger, more urban audience. It does not
answer everything but there are new products that
have caught the imagination of young people that
are seeing them read newspapers. We believe that is
why pursuing a multiplatform strategy is so
important. Traditionally, a regional newspaper
business would have around 70% penetration of its
catchment area. If we are going to continue with that
with circulations falling as radio listening is falling
and ITV viewing figures are falling just driven by
natural media fragmentation and competition, to
get that penetration to continue we are going to have
to develop these new products and services which are
going to be online.
Ms McCall: I think it is more than possible that it
will be an online only world, but it is not absolutely
definite. I do not think anyone can say with any
certainty that that will definitely happen or over
what period of time. We have been predicting the
death of newspapers for at least 15 years now since
the advent of the internet. It has not quite happened
yet. The whole digital disruption is very challenging
but the demographic trends would say that
newspapers have a long life still because if you are
over 50, 55, 60, you choose to read newspapers. For
locals and regionals, as Christopher pointed out, it
has never been a very young audience. It has never
captured that very young demographic. It has
always been about 30, 40, 50 plus. There are diVerent
trends for diVerent media. I am not sure you can say
print will go for ever, just as you cannot say books
will be dead.

Q56 Mr Evans: Is this the worst crisis for local and
regional newspapers that you can ever remember?
Ms Bailey: Yes, no question.
Mr Fry: We have never seen such trends so quickly.
Ms Bailey: In the previous recession in 1991/2,
recruitment advertising was down about 40%, peak
to trough. It is down in excess of 50% already.

Q57 Alan Keen: Claire Enders was saying earlier this
morning that there is a great danger that people
locally will not have any information. There are not
any stories coming through to national papers.

Obviously we are entering the argument on the BBC.
I have sat on this Committee since 1997. We hear
from the commercial market saying that the BBC
should not be allowed to do this or that because they
are damaging the market. Here, the market is
disappearing fast. I used to buy three newspapers to
get the Yorkshire cricket scores. I do not need to do
that now. If I want to see footballing points, I go
straight to my own club’s website. If I want to see
what Marks and Spencer are doing, I do not look at
a newspaper. The market is going. How do we
provide both the stories and local people with a sense
of community? We are looking for government help
here. We already have the BBC and then we have
Nigel saying the BBC should not be allowed to do it.
What do you say about that?
Mr Fry: OVers from the BBC for help, I have heard
several over the years and they have never come to
anything so I am very suspicious first of all about
any help from the BBC. There is always, “We are
here to help” and then we write back and say, “How
would you like to help us?” and it is always very
silent after that.

Q58 Alan Keen: Are you saying the BBC should do
it?
Ms McCall: Should just get in there?

Q59 Alan Keen: Yes, wherever there is a gap. If local
communities need news and it cannot be provided by
the market, is not the BBC—?
Ms McCall: With the BBC you are going to get facts
and a particular kind of news. You will get BBC
news and you will not have plurality. I would also say
that the BBC is now a global colossus. They are
globally massive. They do not do local very well.
Theirs is not a local setup. Our setup is a local setup
so my question to you would be: why would you help
to destroy what already exists by allowing the BBC
that kind of entry to do local news? They are not
allowed to give opinion. They are not really allowed
to say, “This is good; this is bad.” Claire made that
point. Their Charter is very strict about what they
can and cannot do. You will get one-dimensional
news and reporting from the BBC and nothing else
probably. You will get a lot of blogging, a lot of user-
generated content. What you will not have is another
source of verifiable, accurate journalism.
Mr Fry: Most of the news agenda is set in print and
then taken by the broadcasters later on. If you do not
have that print to start it oV, you will end up with
very insipid news.
Ms Bailey: If we do not take the practical steps that
to us seem completely obvious and necessary to help
us preserve our industry and the future of local
journalism, one day we will wake up and all that will
be there is the BBC and Google. If that is the world
that we want to live in, then let us sleepwalk into
that. We do not think that is the world that we want
to live in.
Ms McCall: I do not think it is the world consumers
want to live in. All the research that I have ever seen
is that consumers want choice and they do not want
just the BBC.
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Q60 Alan Keen: That is the question I am asking. If
the market cannot sustain it, should government
give money to local authorities to put contracts out
for people to produce stories?
Ms McCall: Some local councils, as you all know,
produce their own papers. I am opposed to that not
simply because of the revenue it cuts oV to us. I am
opposed to that as a citizen because I live in
Hertfordshire. I get The Berkhamsted Gazette. I
think that is one of yours [to John Fry]. I like the fact
that they are constantly on the council’s back about
garbage collection and all sorts of other things. If the
council were producing that paper, I would see that
as a propaganda sheet. I would see that as talking
about the council very nicely. I think it is a huge
problem for society that local authorities are now
taking a lot of this in-house saying, “We can save a
bit of money and we can do it ourselves.” That is not
local journalism.

Q61 Alan Keen: That is why I asked the question.
Ms Bailey: It is terrible. I think there are some
practical steps in terms of stopping some things
rather than doing some things as well. Face the issue
head on in terms of practically allowing further
consolidation. We are not asking for all the cards to
be chucked up in the air and for there to be no
control over mergers. What we are asking for simply
is that there is an understanding that reflects the
media markets that we now operate in. I believe that
the industry then will find its new equilibrium as a
result of that. Focus on councils masquerading as
newspapers because that is what they are doing.
That cannot be a good thing. Let us take steps to
stop that. Councils absolutely need to communicate
with their constituents but they do not need to do it
in a form of a newspaper masquerading as a
newspaper. Think about the BBC and what it is as we
did successfully when we campaigned so
vociferously against their local media plans. There
are some quite practical things as a Committee that
you could be focused on that will assist greatly in
preserving local journalism. We realise that we run
businesses and we have to survive the good times and
the bad times. We think we can do that but that
practical help will assist us.
Mr Fry: There are three things you can do to help us.
One is to free up the merger regime to allow some
consolidation, which will enable us to get some costs
out. Secondly, to stop state-funded competition, be
it through local authority newspapers, which have
become quite extreme in places like Tower Hamlets,
or through the BBC encroaching further on locals.
Finally, by keeping on advertising in our medium
which penetrates 82% of the UK adult population.
Ms McCall: I agree with that completely and I
would underpin it by saying that the sooner we can
have certainty about the legal and regulatory
framework the sooner we can assess the viability of
what we are doing. I would put the local news
consortium as the fourth thing. That needs support
to be investigated further, to see whether it is part of
the solution to some of the things we have been
talking about today.

Q62 Chairman: Carolyn, you and Sly also have been
very critical of search engines and aggregators, by
which one essentially means one very large company.
To what extent are they seriously taking your
readers? They would argue that they are a signpost.
They are driving people to your websites. They are
not substituting.
Ms Bailey: They are not taking our readers. They are
taking revenue. They have a super dominant
position and they now control around 70% of online
ad spend.

Q63 Chairman: You mentioned copyright but you
are not concerned about them taking your material.
They are just siphoning oV your revenue.
Ms Bailey: Both.
Ms McCall: At the moment, it could be any
aggregator. It is not just one. There is a dominant
one but it could be any search engine or aggregator.
At the moment, they send traYc to us when someone
clicks on Google and asks for something. The Iraq
War; The Guardian comes up; oV it goes; we get
traYc. Google will say perfectly rationally, “You get
traYc; we get revenue”, because they sell ads at the
point of distribution. They make money on our
content by selling ads around that point of
consumption. We do not get anything for that. We
get traYc. Five years ago, you were able to monetise
some of that traYc because the online model was
very nascent, so you could get £15 for your clicks-
per-minute. You were getting a decent amount of
revenue. Now you are lucky if you get £2 per
thousand. There is no real revenue oV there. All the
revenue is going to the search engine and we are not
making money on that at all. It is copyright content
that is being taken. Some will say, “Take your
content oV Google.” You just cannot do that. It
would be unbelievably damaging. The Guardian
website has about 30 million unique users. Quite a
lot of our users come from Google. A large
percentage of that traYc comes from Google. We
would be cutting oV our reach and therefore our
influence as a result of that. It is interesting because
there is a competition issue there. The reason we
cannot take our traYc oV Google is because it would
just hugely damage us competitively. We are in a
complete no win on that. We have to put up with it
and we cannot take any action.
Ms Bailey: It is worse than that because five years
ago Google news did not exist in the way that it does
now. We have talked about young people and media
consumption and attention spans and how people
consume media now. The worry I have is that, if you
look at Google news, you will click on Google news.
If you want a few lines about the Iraq War, you will
see that. If you want a few lines about Britney
Spears, you will see that. If you want a few lines
about Amy Winehouse or whatever, click, click,
click, and you may never ever click through onto
those newspaper websites. That is a real issue for us.
The model that previously worked in terms of us
getting traYc starts to fall apart as well. This is a very
real issue both in terms of their super dominance of
the search market and the revenue market but also
in terms of Google news and its rise.
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Ms McCall: We work in partnership with Google on
many things. We have Google applications across
Guardian News and Media. At the same time, we
want to get around a table with them and say,
“Look, you have to recognise this issue.” At the
moment, because of the competition law, because of
collusion, we as publishers cannot sit down in a
room together and talk about the issue of
aggregators. We cannot sit down and say, “What can
we do about this? Can we go together to Google?”
We would be in collusion so therefore as individual
players we have to think about this or come to select
committees like this and say, “This is a really big
issue.” We cannot sit in a room, even with lawyers,
and do this because it would be deemed anti-
competitive.

Q64 Chairman: I think you can do it here.
Ms McCall: One of the things you could
recommend—they are doing this in the States at the
moment—is that publishers can get together to talk
about this issue, because it is such a huge issue, and
that it would be legal to do so as long as it was
documented and recorded. We could as an industry
talk to Google. At the moment we cannot talk to
them as an industry for the reasons I have
mentioned, which massively weakens our position.

Q65 Chairman: In terms of what you would like this
Committee to recommend specifically helping you
address the dominance of Google problem—
Ms McCall: It is not simply the dominance. It is
about aggregators and search engines in the digital
economy and how we get remunerated. What is the
fair exchange of value at the point of consumption
of our content?
Ms Bailey: It is a bit like radio as well. Nobody
objects to their track being played on radio and that
is because they are being compensated through the
Performing Rights Society that collects a payment
for all of those copyrights. Nobody is concerned that
radio owners then go on to sell advertising around
that music because they pay for the copyright to do
so. We do not have that kind of model at the
moment. Google is selling the advertising and
deriving profits from that but we are not getting our
slice of that in the way that the Performing Rights
Society does for the music industry so very well.

Q66 Chairman: Are you suggesting you should?
Ms Bailey: I am suggesting that we need a
mechanism to be paid for the use of our copyright
content.

Q67 Chairman: Google would have to make a
payment for every single piece of information it
displays.
Ms Bailey: I am not suggesting that that necessarily
should be the same model. I am talking about the
concept, just so that we understand that there is a
similar concept in the radio industry where the
creators of that content, the musicians, the recording
artists, are paid for their material.

Q68 Chairman: Google would say they are not
reproducing the entire Guardian editorial. All they
are doing is producing one line saying, “If you are
interested in this subject, go and look at The
Guardian.”
Ms Bailey: They are monetising that.
Ms McCall: Which is why I keep saying “at the point
of consumption.” Whether you get it at the
beginning or at the end, there has to be a model by
which we are fairly rewarded for originating and
creating the content that then goes on to be the
business of the search engine. Search engines exist
because they aggregate content. The content
creators at the moment in journalism do not get
rewarded for that in anyway. However that happens,
we have to engage with them. There has to be some
form of discussion, negotiation or debate about how
this is fixed and at the moment there is no forum to
do that. You can certainly help by saying, “This is a
ridiculous state of aVairs. It needs to be addressed.”
Ms Bailey: It is one of the practical steps that could
be taken to allow us to do that.
Mr Fry: We had a discussion about online business
models earlier on. We have to recognise that two-
thirds of all online advertising revenue is going to
one company. That is the issue that we are really
discussing.

Q69 Chairman: Have you talked to the Competition
Commission and the OYce of Fair Trading about
that?
Mr Fry: No.
Alan Keen: You almost said that MPs have a use
sometimes. We take that as a compliment.
Chairman: Thank you very much.
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Chairman: Good morning. Welcome to this second
session of the Committee’s inquiry into the future for
local and regional media, and we are focusing again
on the print media this morning, although the Press
Association of course does extend beyond the print
media. Can I welcome as our first group of witnesses
Tony Watson, the Managing Director of the Press
Association, Jonathan Grun, the Editor, and John
Angeli, the Head of Content.

Q70 Adam Price: Good morning. Many of the
witnesses to this inquiry have painted a fairly
depressing picture of the future for local and regional
newspapers. Claire Enders in particular, you may
have seen, predicted that up to half of the
approximately 1,300 local and regional newspapers
would close within the next five years. What is your
assessment of the prospects for the sector?
Mr Watson: I do not think there is any doubt at all
that the regional press is probably facing the greatest
challenge in its history. Whether those predictions
come true or not, I do not think anybody can reliably
say at this stage. They are caught in the classic
perfect storm. They are facing structural pressures
which began to assert themselves on the sector some
time before the beginning of the recession, and that
is notably the migration of classified revenue to the
Internet. The regional press has traditionally relied
very heavily for a large income stream on the major
pillars of classified: recruitment, motors and
property. So that process has been going on in the
lead-up to the recession and I think it is fair to say
that the eVects of those changes are likely to be
permanent. What nobody really knows at this stage
is to what extent the cyclical downturn is responsible
for the reduction in advertising revenues that we
have seen over the last 18 months or so, and I think
what is clear is that when the newspapers do emerge
from recession they will be smaller businesses and
they will be businesses that operate to much smaller
margins than has hitherto been the case.

Q71 Adam Price: You mentioned the perfect storm,
which many people have referred to. We do not know
to what extent the problems are cyclical in relation to
the recession or whether they are more structural.
Could I probe you a little bit further on that? What is
your hunch? There are some straws in the wind which
point in diVerent directions, just in the last week
TrinityMirror closingnine titles in theMidlands, and

yet UBS saying that actually it thought maybe
revenue will bounce back in the sector and, indeed,
there is one report predicting that next year
advertising revenue in regional titles will rise.
Mr Watson: If I understand it correctly, UBS’s advice
was that Trinity and others might see anything up to
100% of revenues coming back that were aVected by
the downturn. The question is to what extent the
revenue losses have arisen as a result of structural
changes, ie that revenue is never going to come back.
Bear in mind the year-on-year comparisons are being
made at a much lower base than they were before
these businesses went into the recession. There is no
doubt about it, titles will continue to close,
particularly titles that are second or third within their
local markets. I think the free newspapers are
particularly vulnerable because they do not have the
benefit of cover price revenue as part of their revenue
mix. There will definitely be a slimming down of the
sector.WhatI thinkisopentoquestionat themoment
is how far that is going to go. There is no doubt that
the movement of revenue online, particularly
classified revenue, is here to stay and that has put
tremendous pressure on the business model of these
publishers.

Q72 Alan Keen: Nick Davies, in our recent inquiry,
which we have not even released a report on yet, was
prettycritical of the standards.He said that standards
had not only reduced but he particularly complained
about “churnalism”. I know you rely a great deal on
local journalists,doyounot, for stuVcoming through
to you which you then put out yourselves, or am I
wrong?
Mr Watson: Yes, I think there are all sorts of sources
for news and one of the most important functions of
regional journalism is that it sits at the bottom of that
news pyramid, and whether it is the broadcasters,
agencies or national newspapers, there is no
substitute for having people on the ground who
understand their localities and the issues that
resonate with those audiences. It is quite common
practice forstories tobepickedupthatarerun in local
newspapers that then have to be checked and
developed and brought on to wider audiences.

Q73 Alan Keen: How is that system developing then?
We have just been talking about the critical state of
the newspaper industry because of loss of revenue. Is
that system changing now? How do you see that
developing?Does itneedmore formal links thanthere
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are at the moment? For instance, we have seen the
BBC, instead of having a lot of journalists covering
the same story, now for all their news programmes
tend to put it through one source. What are the
developments like in the print industry?
Mr Watson: I do not sense that there has been any
great change in the way that informal systems
operate.What is clearly thecase is that incertainareas
the reduction in thenumber of journalists that areout
there gathering is bound to have an impact on the
number of stories a newspaper can cover. It is clearly
something we may wish to discuss, but the coverage
of public institutions, for example, in certain areas
has diminished over time and that certainly has an
impact on democratic engagement and holding
public institutions to account.

Q74 Alan Keen: Do you think that the pressure on
local newspapers has meant that the standard has
reduced? Has the standard reduced greatly, as Nick
Davies said? He was pretty critical of the press at all
levels.
Mr Watson: We would seek to disagree with a lot of
whatNickDaviessaid inhisbook,andIdonotaccept
that the quality of regional newspapers, in terms of
the quality of the material that they produce, has
suVered. There may be an issue around volume;
clearly, editions have been lost, paginations are
tighter than they were, so there is almost certainly an
argument for saying that in some areas the breadth of
coverage may not be what it was, but in terms of what
ispublished I donotdetect any reduction inqualityat
all. In fact, as an agency, in addition to training our
own staV, we do recruit within the regional press and
there are some exceptional journalists working in the
regional press. You just need to look at some of the
stories and the campaigns and the investigations that
are run. You see them every year at the Regional
British Press Awards: fantastic endeavour, great
attention to detail, taking on local issues. I do not see
any evidence that that has collapsed but clearly, if the
trends continue as they are at the moment, there has
to be a question mark over whether the resources that
are at the disposal of publishers will be adequate to
discharge that function in the way that they have in
the past.

Q75 Alan Keen: Some people say that desperation
because of falling revenues, critical analysis, has
brought about a diVerence in the type of local
journalism. Have you noticed that?
Mr Watson: Jonathan, I do not know if you want to
perhaps talk this because you deal with this on a day-
to-day basis more than I would.
Mr Grun: Yes. The actual subjects that regional
newspapers report on have probably changed,
evolved, in line with what they think their customers
will be looking for. Just to reiterate what Tony said, I
think the actual quality of regional journalism is as
high now as it has ever been. Regional journalists are
probably better qualified and better trained,
probably harder working, than they have ever been
and can be proud of the products that they produce. I
was one of the judges at the Regional Press Awards

this year and it was a very pleasurable experience to
read the quality of the entries and also to see how
regional newspapers were adapting so that some of
the entries were not just in print; they were in
multimedia format as well. I was very encouraged by
what I saw, so I would not agree with some of the
criticisms that have been levelled against the absolute
quality of the regional media.

Q76AlanKeen:Iamreluctant toraiseapersonal issue
but I experienced a local journalist using
photographs takenover thebackfencewhichshowed
the back of my house. He said it was dilapidated. He
lied about the local council threatening to take
possession of the house and use it for social housing,
which led to squatters moving in, and they are still in
therenow.Clearly, quitea lotof lieswere told. Idonot
know whether you have seen that story. How would
you verify whether that was true or not?
Mr Grun: If we wanted to follow that story up, we
would attempt to contact you, attempt to contact the
authorities and attempt to establish what the facts
were. Even with regard to the newspaper that would
have originally published that story, you would still
have the means of redress yourself because there are
strict rules regarding things like long lens
photography and accuracy. You have a means of
recourse, if you want to take it.

Q77AlanKeen:Finally,canyousayhowdoyouthink
the industry should address the problems? What
reorganisationneeds to takeplace?Wedonotwant to
see all the press shutting down so there is nothing left.
What is thenext step in the reorganisation inorder for
local papers to survive?
Mr Watson: I think a lot of the groups now are in the
process of trying to migrate their newspaper brands
online. They are now moving into areas like video.
Obviously, there is the opportunity for them if this
becomes policy to take part in the independently
funded news consortia that have been talked about.
There is no doubt that the future is uncertain and, at a
time when large sums of money are being talked
about to preserve 30 minutes of regional news on
Channel 3, there is an argument to say if that is the
priority thatweattach topublic servicebroadcasting,
what about public service reporting? Is there not a
case to recognise the role that local newspapers play
in the life of their communities in holding public
institutions to account for that contestable fund to
extend to newspapers? The industry has always set its
face against direct public funding, for all sorts of
reasonable reasons, but I think things are getting so
diYcult in parts of the regional press now that there is
a serious danger that courts and councils and other
public bodies will not be covered to the extent that
you would wish to be the case in a functioning
democracy. I think for the policymakers and the
regulators this is an issue to consider very carefully.

Q78 Chairman: You were ahead of many others in
seeing the direction of the development of your
industry and in providing multimedia content, and
you have now established the digital pool. Can you
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tell us how that is going and what take-up you have
had for that content, both from the traditional
newspapers and also from the new online providers?
Mr Angeli: Yes, just going back, we started video
gathering as an agency round about five years ago. I
would not describe it as a broadcast model. Many of
our journalists now are covering events both in text
andvideo.Weprovide that videocontent toanumber
of national newspapers in packaged form, and also
wearebeginning tomakeavailable rawvideocontent
to our regional clients. The setting up of the digital
pool was really to ensure that where there were events
of national and local interest, particularly local news
providers were getting some of the access to that
content. In the past the broadcast pool has operated
around the Prime Minister’s monthly briefings,
political party events, Buckingham Palace and so on,
and some of the stories that are emerging from those
events will be of core interest to local news providers.
Forexample,at investituresat thePalace,whilst there
are many people picking up honours that will be of
interest to national news audiences, there are often
local figures who will be recognised, and we have
traditionally provided both the words and the photos
for thoseeventsbut increasingly therewasanappetite
for video coverage. So we entered into discussions
with Number 10 and with the political parties and
with Buckingham Palace and with various
departments to ensure that therewasavideopresence
for online clients, which we dubbed the digital pool,
and now we are regularly working alongside the
broadcast pool, providing that video content to
clients on, I guess, a cost basis that is more in line with
next-generation provision. So we do not particularly
have trucks, engineers or producers at these events,
and we make that available on the PA video wire and
for the most part our access to those events is fine. We
are coming up against occasional diYculties in terms
of access for national and regional clients of ours, but
we are working on that.

Q79Chairman:Whycould theynothaveaccess to the
broadcast pool?
Mr Angeli: The conversations that we have had with
BBC, Skyand ITN arearound those corenews events
where only one camera is allowed in. Because we and
manyofour clients arenotpartof thebroadcastpool,
therefore there is not access to that content.

Q80 Chairman: Is that not old thinking that there is
broadcast journalism and non-broadcast? The two
are coming together. Surely there should now be one
camera supplying content to anybody who wants it.
Mr Angeli: Yes.
Mr Watson: Yes, we would not argue with that.
Mr Angeli: I think it is an issue of convergence. In the
same way the broadcasters now develop text-based
services online, regional and national newspapers
develop multimedia content online as well, and, as a
consequence of convergence, some of the
demarcationofwhogets todowhat reallyneeds some
clarifying.
Mr Watson: To be frank, we are, and from a very
friendly perspective, in dispute with the broadcasters
on this issue. Single camera assignments where we

are oVering to make our camera available will
always tend to go to the broadcast pool and all we
are saying is if you are permitted to move that
material to your own online operations, in BBC,
Sky, and ITN, and, in the case of ITN, sell that on,
that footage ought to be made available to us or to
whoever else wants to do the digital pool to pass on
to their online audience. We are talking sometimes
about assignments of real national importance. One
recently was the filming around the advice to
manage the spread of swine flu. To our mind, the
access holder would have a reasonable expectation
that that information was going to get out to as wide
an audience as possible. It is a public health
emergency. We were not allowed access to that
material so, therefore, huge swathes of audience,
users, on newspaper websites and digital portals
were not able to see that information. There are
many other examples.

Q81 Chairman: So it was not just that you were not
given access; you were not able to obtain it from the
people who were given access?
Mr Watson: No. That would be shared amongst the
members of the broadcast pool, the three
broadcasters, and they will use it on their own online
properties but we were not allowed access to that to
pass on to our customers. We would pass that on to
both customers and non-customers on the basis of
public service.

Q82 Chairman: So the case would be that
newspapers, online providers who were trying to
develop an online oVering—are denied material
which is made available to traditional broadcasters,
which is clearly of a public service nature.
Mr Watson: Precisely.
Mr Angeli: In describing it as a broadcast pool, the
content makes its way onto the online properties of
the broadcasters themselves, means that in a local
area a story which has been filmed under the
auspices of the broadcast pool may appear on a local
BBC—well, it is probably going to be the BBC local
website but not available to the local newspaper
website in the same patch.

Q83 Ms Anderson: Could we just turn to the Ofcom
proposal for independently financed news consortia,
and I think you will know in the Digital Britain
report there was a proposal that there should be
three pilots. Do you think this is the answer to the
continued delivery of regional news, and how do you
think it will work out?
Mr Watson: I do not think it is the complete answer.
The exact shape of the news consortia is yet to be
determined and I think the discussions and
consultations between DCMS and Ofcom around
the criteria for pilots will begin to frame what that
might look like. I think what is positive is that it gives
an opportunity for the first time for a wider range of
media players to contribute content around regional
news. I think one of the opportunities that ought to
fall out of that is that it should not simply be a replica
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for regional news programming as we know it now
because I think there is an acceptance that as a model
that has failed to deliver to audiences. One of the
things that we would hope to see in the awarding of
those bids is some commitment to a more granular
approach, at least a sub-regional service, so that the
stories that are being covered there resonate more
closely to those audiences. If you look at the size of
some of the regions now that form the current ITV
regions, there is no geographic compatibility in the
stories from one end of a region to another, which
mean absolutely nothing to the people receiving the
news. Clearly, one of the challenges for news
consortia is to deal with that but I do think that, of
the options that were open to Ofcom, this has the
best chance of safeguarding plurality of provision
within the regions. I think the other point to make is
that there has to be an expectation that the
technology platform that operates within a
consortium has to be a lower cost option than the
legacy broadcast provision that we have seen in the
past. Finally, the replacement of the 30 minutes of
programming on Channel 3 should be seen as just
one step on a roadmap which leads to more on-
demand, more multi-platform provision for that
content. It is not the destination. As Stephen Carter
acknowledged, that linear output would decline in
its importance over time, but that is the issue that the
policymakers have to deal with right now with ITV
in eVect being given the green light to walk away
from those licences by 2013.

Q84 Ms Anderson: Would PA want to be involved?
Mr Watson: We certainly see ourselves as a player in
that proposition from the point of view of a content
provider because one of the things that we have done
over the last four years is invest heavily in our video
gathering capability. I think we are well placed to
help the newspapers to play a meaningful part in
that proposition. Because we have the technical links
into all of the newsrooms, so there will be an issue
about moving video around, I think we can help,
working alongside the BBC, to set industry
standards around format and metadata. I think
there is a training aspect to this as well for us and
other training providers. There is no doubt that
whilst the regional press have got on to the first rung
of the ladder, if you like, in terms of video gathering,
there is a quality threshold to be met if you are
gathering video for output on a broadcast medium
but it is not the leap that some people in
broadcasting will have you believe.

Q85 Ms Anderson: So you think your video wire
service will be quite important?
Mr Watson: Absolutely, yes. We are covering
anything up to 30 stories a day around the UK, and
that will grow over the next couple of years. We think
that we can provide a bedrock of pooled material
that would then allow other players to focus on the
distinctive material which is really at the heart of
plurality.

Q86 Ms Anderson: How do you think the cost of
these consortia would compare with the cost of
delivering regional news at the moment? You have
mentioned the demand for more local and sub-
regional news, would that not be more expensive?
Mr Watson: Yes, it would, and not least there would
be transmission costs involved there but what you
would hope to do is to make up that gap, if you like,
by reducing the cost of the technology platform that
you are operating so that, for instance, you are
gathering and moving video on a file-based
technology platform rather than predominantly
satellite. There is really no reason to do that now.
Satellite trucks, engineers, heavyweight cameras, all
of that, whilst there will be a place for that, it should
not be the dominant technology platform going
forward. That is where I think you will begin to
depress, quite rightly, those costs.

Q87 Ms Anderson: You mentioned earlier that
traditionally the industry has set its face against
public funding but it may be that in the light of
current circumstances that is changing. If there were
to be public funding provided for the regional press,
do you think that would have a chilling eVect in any
way? Do you think it would aVect the way they
reported news?
Mr Watson: I do not think so. I think it would have
to be done centrally and you would probably have
to find some indirect mechanism. Setting the criteria
would be very challenging. Whatever the views of
the BBC are, I do not think anybody would argue,
because it is in eVect centrally funded, that aVects its
ability to discharge its functions in terms of impartial
journalism, and I do not think it would in the case of
the newspapers.

Q88 Ms Anderson: Finally, can I just ask you one
question about the pilots? The proposal in Digital
Britain is that there should be one in Scotland, one
in Wales and one in an English region. It was
suggested to us last week when we visited Yorkshire
that maybe it would be more sensible to have the
whole of England as a pilot. Would you agree with
that?
Mr Watson: I think it would be more challenging.
You would probably find ITN would agree with the
whole of England as a pilot. I think it is such a big
undertaking and, of course, the way in which Ofcom
are envisaging, subject to consultation, this is
actually happening is that the contestability around
the pilot would actually happen before the pilots
were awarded and that, assuming the quality
thresholds were met, at the end of that pilot process
they would run into live transmission, so they would
simply take over that service. To do that on a
national basis I think would be pretty challenging. I
think you would want to try to do that in a
manageable area, to be able to do a little bit of
experimentation, and I think to do that in a
contained area, it need not necessarily be one
English region but that is what Ofcom and the
Department for Culture, Media and Sport (DCMS)
have determined.
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Q89 Ms Anderson: Do you have an opinion about
which region that should be?
Mr Watson: I think any region would have its merits,
but I think what you have in the North West, for
example, you have a city TV channel there that you
can build out from. That would be my main reason
for favouring the North West, plus of course it is a
very good news area.
Ms Anderson: Thank you very much.
Chairman: That was the right answer for Janet.
Ms Anderson: And Nigel.

Q90 Mr Evans: It is the right answer for me too. The
BBC had 400 people at Glastonbury, hundreds over
at Beijing for the Olympics, loads at Obama’s
inauguration, and I suspect there is not a BBC
journalist left in this country now; they will all be
covering Jacko’s memorial today in Los Angeles.
Do you not think the BBC’s advantage is so huge
that it is crippling the commercial organisations?
Mr Watson: I do not think it is for us to pronounce
on the way in which the BBC deploys its journalists.
I can only talk about the potential impact in relation
to us at the Press Association. I would frame these
comments in terms of being a critical friend, if you
like. I think what we have found is that, having
promised partnerships for the last couple of years,
the BBC now seems to be stirred into action. We are
finding oVers of free video to our customers who we
have been trying to build an investment around for
a commercial solution, and that is potentially very
damaging to us. We feel there is a chance that the
market will be distorted as a result of that. It puts the
BBC in the position of eVectively operating like an
agency and I do not think that is what its purpose is.
I do not think the way in which they are making that
material available answers the issue of plurality, and
there are all sorts of issues around the content itself.
It is geo-blocked, it has to be BBC branded, you
cannot monetise around it, and it will have been on
bbc.co.uk first. The BBC is a very important
customer to us. We have a very good relationship
with the Corporation. In this respect, we feel very
strongly that the way in which they are conducting
their business in this particular area is not helpful.

Q91 Mr Evans: Have you made representations to
the Trust about this?
Mr Watson: We have made representations to both
the BBC management and the Trust, and that
conversation is ongoing, shall we say.

Q92 Mr Evans: You would prefer that the BBC
outsourced some of their own newsgathering to
commercial organisations?
Mr Watson: It is nothing new for the BBC to do this.
It does it in terms of its foreign coverage in video
already. It does it in text and photos in relation to
online and broadcast. What agencies typically do are
those heavy lifting jobs, which are not about
distinctive content, but you need it in your
programming, and so we would say, rather than have
three crews watching some individual coming in and
out of a building, why not outsource that and point
your resources at what makes your output

distinctive. That is a well trodden path, the agency
model. The BBC makes a lot of its commitment,
quite rightly, to outsourcing to independent
producers in non-news. We would not ever go as far
as saying that they should pursue quotas but there
does seem to be something in the DNA of the BBC
that says, “We cannot possibly allow anybody else to
do this.” This principle was, in eVect, conceded
under the Memorandum of Understanding between
the ITV and BBC when they were talking about
sharing facilities up to and including content. That
said to us well, if you have conceded the principle
that it does not matter which one of you covers a
certain type of diary or non-exclusive assignment,
what is the diVerence between actually outsourcing
that to an agency? The regions of the BBC do
commission us on an ad hoc basis to cover certain
jobs, what we have yet to establish is a principle that
we have established here a video agency for the UK
for the benefit of not only online but for
broadcasters as well to help them reduce the cost of
doing those diary, non-exclusive jobs, to allow them
then to work at what is really at the heart of
plurality: distinctive journalism.

Q93 Mr Evans: But then you get the idea that
because they have got access to so much of the
licence fee money they are able to throw lots of
money at things. Online is a perfect example. Online
BBC news, I suspect, is one of the best in the world
and that is because they can just throw a
disproportionate amount of money at it which then
thwarts other commercial news organisations from
being able to oVer anything like what they do.
Mr Watson: It is certainly true that BBC news online
is the only, by some considerable distance, online
property in the UK that gets into the top ten sites,
and there is no question that the ubiquity of BBC
news online makes life diYcult for us when we roll
into a customer selling news services for their online
properties because often the answer is “Well, we will
do a little bit of news but we are not going to do it in
any depth because everybody goes to the BBC
anyway.” There is no question that that is an issue
for us.

Q94 Mr Evans: The answer to that is what the
Government is now doing, which is top-slicing the
licence fee.
Mr Watson: That is one solution. We believe it is an
innovative solution. We believe that it is a reasonable
suggestion and worthy of detailed consultation.

Q95 Chairman: Can I come back to the concept that
you have suggested, and that is public service
reporting. Can you say what you see as public service
reporting and how you think in the future you can
assist to ensure that it continues if it is under threat,
as it seems to be now?
Mr Watson: I would class public service reporting as
the coverage of those public institutions that have
power and influence over people’s lives, and the
coverage of those activities is essential to the
functioning of a healthy democracy. We would say
on the courts that there is a very important principle
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of justice being seen to be done and yet there are
courts up and down the land, as we know, where
reporters are not covering those proceedings, and it
raises the principle of people being sent to prison
without anybody being there to record that fact. I
think also local authorities, although there is a
suggestion that local authorities in some cases have
not helped themselves in terms of opening up their
proceedings, and then there is the plethora of other
bodies, health trusts, police authorities, et cetera.
That is broadly how I would define that activity and
there is no question that because of the pressure on
resource that is going to itself come under pressure. I
think what we would say is that the contestable fund
oVers a unique opportunity here. There is a
paragraph within the DCMS consultation
document which speaks about are there other public
purposes that would be an appropriate use of those
funds over and above the independently funded
news consortia? We would say very definitely that it
is worth further examination of whether there could
be some mechanism of recognising that very
important role—just as important as public service
broadcasting—that the newspapers perform. We
would not seek to be prescriptive about how that
might work. What we are trying to suggest is that
there is a principle here that needs to be recognised,
there needs to be some equivalence here if we are
potentially talking about spending up to £100
million of public money to support, in the first
instance, linear TV output for regional television
news. There is a question mark here as to whether
newspapers are equally deserving of some
recognition in that regard. The picture is very patchy
here and it is quite anecdotal. There are many places,
and MPs will see this themselves in their own
constituencies, where coverage is patchier than it
used to be. I think we need more information around
this. We have conducted our own snapshot research.
I would not suggest it is statistically robust but it
certainly does back up the notion that this coverage
has diminished. We are proposing, alongside this, to
launch a pilot project which is aimed at trying to
really get to grips with whether there is content out
there around public institutions that is not finding its
way into the media at the moment as a result of the
pressure on resources, and the only way to do that is
to stick a bunch of reporters into an area for a
defined period and point them at those institutions
and just see what comes out and see what take-up
there might be from the regional news media.
Helpfully, Trinity Mirror, one of the largest
publishers, has agreed to join us in this project and
will make their papers in the defined area available
to take part in this. They are very happy for the local
authorities and other public bodies to be involved in
this so that we get a much better handle on the extent
of this problem and then a discussion about what
might be meaningful solutions. We would hope
ideally to launch that in the autumn. At the moment
we are seeking a source of independent funding.

Q96 Chairman: So you are going to deploy PA
journalists in a particular locality to report on the
kinds of institutions that you described and then that
content is made available to anybody?

Mr Watson: Yes. That would have to be the basis on
which you would do that. I think for regional
newspapers, they would have to have confidence in
their ability to package that content more quickly
and in a more interesting way than other media
players. That would have to be part of the ground
rules there.

Q97 Chairman: Is it made available free?
Mr Watson: Yes. We are talking about a pilot here at
the moment.

Q98 Chairman: I understand that, although
essentially it is diVerent because in a sense that is
what you do anyway but at the moment newspapers
pay for it.
Mr Watson: Yes.

Q99 Chairman: Whereas this, you are going to go
and do it.
Mr Watson: Yes. We would not typically cover
public institutions at that level of localness. That is
their role. Crown Courts and High Courts and so on,
yes, that is our role. Just on a point of information,
we would not deploy or redeploy our PA journalists
into that project, we would actually go out and
recruit those specifically for that project.

Q100 Chairman: Where do you see the money to
support this coming from?
Mr Watson: We have a couple of conversations
going on at the moment. I would hesitate to mention
them because I do not want to seem to put them
under pressure and jeopardise the opportunity.

Q101 Chairman: But it will not be the industry?
Mr Watson: No.

Q102 Chairman: The people who get this
information do not have to contribute to the cost
of it?
Mr Watson: No, and I think there is something to be
said for it to be independently funded. It makes it a
lot easier to say that this information is more widely
available. Were there to be a public funding solution
ultimately around this, I think there would have to
be some acceptance on the part of the industry that
you make that information widely available.

Q103 Philip Davies: Can you just touch on the
impact that local authority publications and
publications by people like police authorities and
things like that are having on the local newspaper
industry.
Mr Watson: Yes, I think they are having a
considerable eVect. We picked up a document from
the Local Government Association recently which
said that something like 94% of all authorities had
someformofpublication,whether itbeamagazineor
a newspaper (66% publish a magazine and 28%
publish a newspaper). I think that local authorities
have a perfect right and, indeed, an obligation to talk
to their council tax payers, but I think there is a world
of diVerence between that and seeking to set yourself
up as a bona fide newspaper competing with the local
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titles. I thinkwhere it isparticularlydamaging to local
press is where these publications are chasing
advertising, chasing the same advertising as local
press, particularly at a time when they are in such
distressed circumstances. So I think the decision to
ask the Audit Commission to look at this is right and
proper.

Q104 Philip Davies: Of course, it is not just the
competing advertising. Lots of people do consider
these things to be just propaganda anyway. It is not
just the competing advertising but it is actually the
advertising of local authority jobs and things, which
hasalways traditionallybeenabig revenuestreamfor
local papers.
Mr Watson: Indeed.

Q105 Philip Davies: Some people have expressed a
concern that, because many local papers have
become so dependent on local authority advertising
for things like jobs, it means that the local paper
becomes less critical of the local authority in case that
advertising revenue disappears. Do you think there is
any truth in that?
Mr Watson: That is a danger the papers have had to
live with throughout their history, and it is not just
related to local authorities. It is not unusual for a
powerful local motor dealer to threaten to pull their
advertising because the paper has written something
that it takes exception to. When I worked in
newspapers, the advertising departments would
often be in total exasperation to see an article that
they knew nothing about—and it speaks volumes
about the separation of advertising and editorial in
local newspapers—appear on page 1 and they would
take the call from the local advertiser saying, “Well, I
amgoing topull.” Inmyexperience,newspapershave
been very strong at resisting this because where do
you stop with that? If you have an issue around
credibility in terms of council-run newspapers, if all
you have to do is to threaten to pull your advertising
to ineVect emasculate a localnewspaper, thenyouare
not going to have a lot of credibility within the
marketplace. So in my experience, if it is a serious
newspaper, it will tend to tough those things out.
Obviously, what is a lot more diYcult these days is
that there is much more competition and advertisers
have much more choice as to where to place their
business.

Q106 Philip Davies: Are you in favour of the
relaxation of the newspaper merger and cross-
ownership issues?
MrWatson:Wewould support that. I think fora long
time those rules, in the way in which local markets are
defined, have been too narrow and it has not taken
into account the fact, for example, that online news
aggregators operate across geographical boundaries.
I think a review was long overdue and I think that the
market guidance given in the Digital Britain report
and the role specified forOfcom on behalf of the OFT
to conduct local media assessments when merger and
acquisitions are discussed is to be welcomed. I do not
think it is a panacea for the regional media’s
diYculties but I thinkwhat itwill do is give them scale

and synergy to allow them to make the investments
that they need to do to re-skill and to develop their
properties on other platforms.

Q107 Philip Davies: Finally, can I just ask you what
the impact of the problems that the local newspaper
industry has been having is on the Press Association.
Has it beennegative, in the sense that localpapers can
now no longer aVord to put things in the paper that
you provide that they once did, or has it been
beneficial because whereas once upon a time local
papers would employ their own people to do things,
now they cannot aVord to and so pool the costs and
employ somebody from the Press Association? Has
this been positive or negative?
MrWatson:Absolutely.That is averygoodquestion.
The answer is both actually. There has been a trend
towards outsourcing certain types of activity. We
would supply more on the data manipulation side, so
you are talking about TV listings, sports data, race
cards, that kind of thing, which if you invest in
database technology and you have the economies of
scale that we have within our production operation,
we can do it more cheaply than the publisher, but we
will never replicate the ability of local newspapers to
cover their own patch. They have more people on the
ground, even in these distressed times, than we would
ever have, and that is not our game. To answer the
other part of your question, yes, we have also been a
victimof thisprocessaswell.There isnoquestion that
our revenues from traditional media within the
regions have declined as a result of the pressures that
they felt themselves.

Q108 Mr Sanders: I wanted to ask that question the
other way round. To what extent do you rely on the
local press and local journalists for your source
material?
Mr Grun: I think, along with any other national news
organisation,wewouldhappilyacknowledgethat the
regionalmediaare incredibly important.Theyare the
solid foundation for the whole of what you could
describeas thenewspyramid in this country. Manyof
the stories that you read in the national media or
indeed see on the Press Association wire started,
originated, ina localnewspaperandwere thenpicked
up or followed up by national news organisations.

Q109 Mr Sanders: It is a symbiotic relationship, is it
not, between yourselves and regional and local
papers, and therefore you suVer if there is a closure of
titles or there are fewer people beavering away,
finding stories at a local level?
Mr Watson: Yes, I think the whole media ecology
would suVer. If you talk to anybody that has worked
in local broadcasting, they will tell you that one of the
first things they would do when they were planning
theirprogrammeoutput for thefollowingday is toget
the local newspaper, because there are all sorts of
leads there for them to develop into their own video
schedule, so the local and regional press is a massive
resource for the rest of regional broadcast media and
for national media, and there is an army of local
agency journalists—less than there used to be—that
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spend all of their time combing the local newspapers
for stories that they can develop and sell on to
national newspapers.

Q110MrSanders:Doyouforeseea future, if thereare
fewer local newspapers, of people starting to trawl
blogs and the Internet for stories?
Mr Watson: Some of that is happening already. The
big question is—and it was raised by John Meehan in
this Committee’s public meeting in York last week—

Witnesses: Mr David Newell, Director, The Newspaper Society, Mr Michael Pelosi, Managing Director,
NorthcliVe Media, Ms Geraldine Allinson, Chairman, Kent Messenger Group and Mr Ed Curran OBE,
Editor-in-Chief, Independent News and Media (Northern Ireland), formerly Editor of Belfast Telegraph,
gave evidence.

Chairman: Good morning. For the second part of
this morning’s session, I welcome David Newell,
the Director of The Newspaper Society, Michael
Pelosi, Managing Director of NorthcliVe Media,
Geraldine Allinson of the Kent Messenger Group
and Ed Curran, the Editor-in-Chief of the Belfast
Telegraph.

Q111 Mr Sanders: Is the current downturn the
biggest crisis that the local press has ever faced?
Mr Newell: I think in terms of financial position of
the industry, yes. Not only in terms of the size of
the downturn but also the suddenness of it and that
is replicated in terms of the overall position of the
industry which is then demonstrated by the
challenges that are faced by individual companies.
In bringing along today Michael, Geraldine and
Ed, what The Newspaper Society has tried to do
is try to ensure that you have before you industry
representatives Michael Pelosi, MD of one of the
largest companies, NorthcliVe Media, Geraldine
Allinson, Chairman of one of the privately owned
companies in Kent, and Ed Curran who has deep
editorial experience. We hope during this session to
give some of the texture and some of the flavour of
the issues that are facing the industry.

Q112 Mr Sanders: What sets this apart from other
downturns that the industry has had to face?
Mr Newell: I think the sheer scale of the loss of
advertising revenue and it is a paradox because it
comes at a time where our audience is growing but
our revenues are declining. At one level, and on the
plus side for the industry, if you aggregate our
circulations with our web traYc to our websites,
there are now more people with an interest in local
information than ever before and the companies
represented here and within the industry have
access to a greater audience than ever before, which
shows that there is a consumer demand and interest
in local news and information. The challenge for
the industry is to find the revenue stream that
actually supports that, when our traditional
revenue stream is under challenge, I think,
structurally in terms of cycle, but Michael may
want to say something.

that somebody has to initiate, source, this material
somewhere, otherwise all you are dealing with is
comment and opinion, valid though that is. For an
informed society, you need well-sourced, accurate,
quality information. I do not think blogs or social
media are ever going to be a replacement for that.
Theyarepartofabiggerconversationbecausepeople
want to participate as well as being lectured to these
days, and that is quite proper.
Chairman: Thank you.

Mr Pelosi: May I help with some data? Just looking
at trends, which I am sure you could dig out for
yourselves if you access public records, our
industry’s advertising revenues peaked in the spring
of 2005. If you look at current trends, we are
beginning to see the ad revenue downturn bottom
out. Someone once asked me if that was a floor or
a ledge and I do not know at this stage. I think it
is a floor. If you just project it forward to the
middle of next calendar year, our industry will have
suVered a decline in advertising revenues of
between 45% and 50% and I think that any industry
facing that level of advertising revenue decline
would be struggling. So, I would say that this is the
biggest crisis that our industry is facing.

Q113 Mr Sanders: How many of the 1,300 local and
regional newspaper titles do you expect to close in
the next five years?
Mr Newell: I can give a global figure. At the
moment, we think that the figure is around 100 will
close, getting on for 100. What the trend will be over
the next five years I think is hard to estimate. Claire
Enders gave evidence to this Committee and gave a
very alarming figure of around 500. I think from our
perspective it would be very hard for us to say
whether that is a correct figure or not. I think that it
is an overly pessimistic figure in the sense that we do
believe very strongly that with the right
environment, both regulatory and otherwise, that
the traditional model of local media companies
providing independent news and information is a
model that will sustain and be sustained, if it gets the
right level of support from government.

Q114 Mr Sanders: So, you do not see a future
without government changing either the rules or
indeed changing how companies are funded. Are
there any particular rules which you think
government need to change in order to help the
newspaper industry survive?
Mr Newell: There are a number of things that
government can do. Government for example
believe very much in the role of local newspapers and
spends a lot of time trying to get stories into local
newspapers, but the way in which they allocate their
advertising spend is completely unrelated to that.
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The Government at the moment I think spends
through Central OYce of Information (COI) getting
on for £193 million a year on government
advertising. Of that total, only between 3%–4% of it
finds its way into local and regional newspapers.
That is an example of something that can be done
which is not related to the need for legal or statutory
change but would undoubtedly help.

Q115 Mr Sanders: How would that compare with,
say, a large corporation in its advertising budget and
percentage that it might spend on local newspapers?
Is it the case that the COI is actually just doing its job
properly in making sure that taxpayers’ money is
being spent most eVectively or is there something
you can compare it against to show that actually it
would get better value from taxpayers’ money were
it to spend more on local advertising?
Mr Newell: We recognise—and others may want to
contribute to this—that we have to fight our corner
with COI in terms of showing what the advantages
are of the Government public authorities using
regional and local newspapers as opposed to other
media, but we feel that there should be more of a
political steer that COI should actually open their
door to these sorts of messages.

Q116 Mr Evans: Hearing about the number of losses
you are predicting of about 100, Ofcom in their
evidence to us said that they felt that, of the closures
that had happened already, the majority of them
were either free sheets or weekly newspapers with
low circulations. Do you think that they are being
too optimistic?
Mr Newell: Of the closures that have happened so
far, the majority of them are free newspapers or
weekly newspapers and often in areas where there
are other newspapers in circulation. As I said, I think
that it is very hard to predict this. I think probably
the truth may in the end be somewhere between
Ofcom’s analysis and Claire Enders’s analysis.
Mr Pelosi: In our case, we have closed 21
newspapers and they were free newspapers and they
have been our weaker titles.

Q117 Mr Evans: Were they all loss making?
Mr Pelosi: They were loss making, yes. I believe that
advertising revenues are now bumping along the
bottom. That is what we have seen over the last 20
weeks. I believe that when there is an upturn in the
economy, then we will see an improvement in our
advertising uptake. Undoubtedly, some of our
revenues have been lost forever; that is the migration
to online. What we do not know is how much is
migration and how much relates to the economic
downturn, but I believe that we will see additional
revenues in our papers when the economy recovers
but that could well be two years from now. I do
believe that more titles will close; again they will be
the weaker titles. I do believe that publishers will
look at diVerent publishing models. For example,
they may take some of their daily titles to a weekly
model. We have done that with one newspaper, the

Bath Chronicle. It was not making money in a daily
format and we took it weekly. It could well be that
some weekly paid-for titles will become frees. I think
that publishers will look at diVerent models and
therefore I think that over the next five years to say
that half the regional press will close is too
pessimistic. I do believe however that fundamental
issues will remain. Those fundamental issues are that
there has been a long-term gentle decline of the sale
of newspapers, not just local newspapers but also
nationals, and that gentle decline has accelerated
over the last few years. I think that is inescapable and
is ongoing. We are going to see the sale of
newspapers going down. So, the reach that we will
have in print will be less. I think that that is going to
be a challenge for our industry. How do we deliver
the reach that advertisers want that they find value
for money? There is no doubt that our online
audiences are growing. We say that in print you
enjoy pound notes whereas online you enjoy
shillings. So, it is very diYcult at this stage to
monetise online audiences and, whilst I can see our
online audiences growing and growing and growing,
it is very diYcult to see how we are going to make
money from online activities.

Q118 Mr Evans: If you cannot make money from
online at the moment, then this really reinforces the
dire projections because, if you say that it is going to
be another two years before there is an upturn in
your advertising revenue and you cannot monetise
online and it is all costing you money to do all this—
Mr Pelosi: The online.

Q119 Mr Evans: The online as well, yes. It is going
to cost you a lot of money. Do you see perhaps in five
years’ time a total migration away from some titles
just to the online productions if you can monetise
them?
Mr Pelosi: That caveat is the right one, if you can
monetise them. I do not think that there is a proven
model yet that you can take a newspaper online and
make money out of it.
Mr Newell: Particularly given the construct in the
UK through the licence fee. The BBC actually has
created an online vehicle that is free to the public to
use, which makes it very hard for us to monetise a
content model where we are competing on the same
platform. In the past, there were diVerent platforms:
BBC, radio, TV and newspapers. In a converged
world, we are having to compete against the heavily
subsidised BBC that is entitled through the licence
fee to make content free.

Q120 Mr Evans: What would you do about that? Is
the BBC the number one bogeyman for you?
Mr Newell: There are a number of bogeymen. Ed is
better at bogeymen than I am but, yes, the BBC is a
big, big, powerful beast in the sense that its total
licence fee income is greater than the whole revenue
of the regional press put together and we in that
sense are a fragmented industry trying to compete
against a national institution.
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Mr Curran: My career spans about 40 years and, in
Northern Ireland, the BBC of course has been
particularly strong as it is in Britain. I do regard it
very much, with the benefit of hindsight and going
forward, as being the bogeyman. I think that if you
were to look at the history of regional newspapers
over the last 30 or 40 years, the decline in circulation
of big regional newspapers, big city regional
newspapers, I think you can actually set the decline
against the development of regional radio and
television, not just the BBC but principally the BBC.
I see the BBC—and I have seen it all the way through
my career, even though I have appeared on it—as
being a competitor and not being complementary.
Many people within the BBC seem to think that they
are complementary to us. I do not see any evidence
of that. I have seen many occasions for example
when newspapers have produced exclusives where
no credit has been given to them where information
that is in newspapers has been pinched. Going
forward from radio and television, we now have the
biggest challenge of all which is the Internet. In the
1990s when the BBC began for example to develop
its Internet sites for the first time they went round the
principal regional newspapers in Northern Ireland
and pinched some of the best journalists at higher
salaries, put them into an Internet department and
attracted them in that way. I think that is grossly
unfair as it never was a level playing field. We for
example run one of Ireland’s biggest Internet sites. I
think that at one time the Irish Times in Dublin and
the Belfast Telegraph would have been the biggest
Internet sites and still are large. We have huge hits
per week and unique users. There is no way that we
can compete against the largesse of the BBC. I may
say that the same thing applies to its regional
journalism as distinct from national journalism. I
would suggest that for example, in a region like
Northern Ireland, the BBC employs more
journalists and has more resources than all of the
three daily regional newspapers put together in
Belfast and probably a good number of the weekly
papers added on as well, and I think that is
something that is almost impossible to compete
against.

Q121 Mr Evans: So, over the years, the BBC has had
its hand on your neck and it has slowly been closing
its grip.
Mr Curran: Yes. The final tourniquet, if I may use
the phrase, is really the Internet in the sense that we
are all struggling to find some means of monetising
the Internet and, even if we all collectively got
together tomorrow morning, Rupert Murdoch,
Associated Newspapers, Independent News and
Media, and said, “We are all going to charge for the
Internet”, we would be undermined by the BBC.

Q122 Mr Evans: We know the problem, what is the
solution?
Mr Curran: My personal view is that I think the BBC
needs to be restricted in the way it expands,
particularly in the regions. All of us have a huge
appreciation for the BBC nationally, for its
international service and its national service

throughout our lives—the model “nation shall speak
peace unto nation”, all of that and everything.
However, since the 1960s, I think that its expansion
in the regions has been detrimental to the overall
regional media and is inevitably leading to
journalists and newspapers being diminished, either
journalists losing their jobs or newspapers closing
eventually.

Q123 Alan Keen: I can go back even longer as a
consumer of news. I used to work for
Middlesbrough Football Club; I used to be in
London every Saturday; I remember watching one
club before we played the following week or two
weeks later. Much of my excitement in football was
driving out on the Great West Road and watching
the Evening News and the Evening Standard vehicles
trying to get newspapers to the local users and
people would be standing outside waiting to look at
the football results and the league tables. That was
really exciting. Nowadays it is absolutely nothing
compared with what it used to be. It is a change in
technology; it is nothing to do with the BBC being
better funded. Why would anybody stand outside a
newsagent shop on a Saturday evening to get the
football results and league table results when you
can get on your iPhone or whatever and get the up-
to-date league tables and results with the advance of
technology? I have to say that I have sat on this
Committee since 1997 and we have had people from
the private sector in broadcasting and print saying,
“It is terrible; the BBC shouldn’t be allowed to do
the Internet; they shouldn’t put it on the website;
they shouldn’t be allowed to do this; they are
stopping our competition”. If people had their way,
we would not be able to get this wonderful service
from the BBC. It is nothing to do with BBC funding.
Be honest. Argue with me if you want to.
Mr Curran: I would suggest that if in fact what was
happening in the media industry with what is a
pseudo-nationalised industry, namely the BBC, was
reflected in any other sector of our society, there
would probably be a hue and cry. In reality, we know
for example at the moment how important private
industry is and if any other area of it, we had a
taxpayer-funded organisation that was basically
going to a point where it was actually damaging the
future of that private industry, I think there would be
questions raised all over the place.

Q124 Alan Keen: It is the technology that has
changed. Print media has to come to an end. I also
go back a long time and I have photos of me with my
mother and father walking down the prom at
Scarborough with newspapers sticking out of our
pockets. I used to go and buy a newspaper every two
hours to get the Yorkshire cricket scores. It is the
technology that has changed. My local
newspapers—and they are both known nationally—
do not even produce an ongoing website. They are
only just beginning to produce an ongoing website
day by day. If they had their choice, they would still
be just producing a newspaper once a week. It is the
technology. You are going to have to go over to
electronic and you might as well say that the print
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media is going to finish altogether and I will be sad
because I have lived my whole life loving local
papers.
Mr Newell: I do not think we take that degree of
pessimism really. We think that the future is a
combination of print products and website products.
The problem about the BBC is that the BBC crowds
out our ability to make our website oVering
financially successful. Our website service is there
and it is changing fast. There are now 1,200 websites
run by regional and local newspapers of varying
degrees of expertise, but the degree of expertise is
increasing. Some of the issues that you discussed
earlier this morning with the Press Association will
actually hopefully accelerate that and the pilots that
were referred to in terms of Digital Britain and all the
rest of it will help the journey, but there are things on
the journey that make things diYcult. The BBC is
one of those things. It may be interesting to hear
from Geraldine whose Kent Messenger Group is a
company that actually concentrates on Kent, in a
way that does cover not only newspapers but other
media.
Ms Allinson: We are a company that has newspapers,
radio stations and websites primarily but we do have
mobile magazines and things like that, but we do
concentrate on Kent. We are passionate about Kent
and that is the area we concentrate on. We have been
going through change really for the last 10 years
when we decided that the future was not going to be
just print media and that is why we invested heavily
in radio and online. We have been doing video news
on our website now for three years. When we started
doing it, it was laughable because we only had still
pictures and a person would be doing the
presentation and we would pan in and pan out of still
pictures. We have come on leaps and bounds since
then. We have moving footage. All our journalists
are being trained in broadcast journalism and video,
likewise the commercial departments. We have
partnered with Kent University on a new journalism
course they are doing which is going to produce
journalists who have a degree across all types of
media and we oVer work placements with them for
all students. So, we are really trying to approach this;
we believe the future is multimedia. When it comes
to the BBC, we do have a big competitor. They do
have a Kent BBC news website which mirrors their
radio station. We compete with them in radio
obviously; we have commercial radio; they have the
BBC Kent radio. The interesting thing for me is that
they approach the country, I believe, as if it were the
same across the country. I believe that we do need to
have very good journalism at a local level and, if
there is market failure, I completely understand why
we may expect the BBC to go in there and actually
provide that service. It would make perfect sense to
me for the country to be able to have access wherever
people are to a very good local journalism service.
When you ask the BBC about that, they are only
interested in producing the same thing across the
whole of the nation and I find that quite interesting.

Q125 Alan Keen: If I lived in Kent, I would rather go
to you than to the BBC. Is Kent Messenger Group
still family run?

Ms Allinson: Yes, it is.

Q126 Alan Keen: There must be still a lot of pride
in it.
Ms Allinson: Huge.

Q127 Alan Keen: With the national groups of
newspapers, there cannot be the same pride as there
is around a family-run business. Can you contrast
the Kent Messenger with the newspapers owned by
a national who are really, apart from a few owners,
interested in money?
Ms Allinson: It is a really diYcult thing to quantify.
My shareholders nearly all live in Kent and they
absolutely are committed to the company and what
it is able to do and the activities that the company
have. I think you find that in the national companies
like NorthcliVe—and I worked in NorthcliVe—there
is also local pride with all the people who work in
those titles. I do not think that there is any diVerence
with regard to the people who work in those titles
and actually what they are delivering to the local
communities. I do not think that that is diVerent.
Maybe with the commitment from the shareholders
when it comes to the returns they expect from their
investment, that is diVerent and maybe the big
groups are driven diVerently to my company with
regard to that. We have always thought that 10%
profit to turnover would sustain our independence
but clearly, when we face situations like we are facing
now, if I am making a smaller profit when we go into
a decline like we have, I have bigger problems to get
back to profitability, which is what I have now.

Q128 Janet Anderson: May I touch on something
which I think is a very important part of this
discussion and that is the protection of creative
intellectual property rights because essentially the
BBC have this huge public subsidy, they lift a lot of
your creative content and use it to cross-advertise
their diVerent services and pay absolutely nothing
for it. You talked earlier about there not being a
model that is useable for monetising your online
services, so what is the answer to this because it
seems almost insuVerable because, if you try and
monetise and the BBC continues to provide
everything for nothing because they have this huge
public subsidy, what is the solution?
Mr Pelosi: I think ‘twas ever thus. Our local
journalists obviously have access and do gather a lot
of content and a lot of unique content which is
published daily. I did not know that in Northern
Ireland the BBC had more journalists than the local
press. If you take all of the areas that we cover, we
will have far more journalists in our communities
than the BBC has, but they can buy a copy of our
newspaper and they can then rework the news
content or just republish the news content online and
it is the same with local radio. Local radio employs
very few journalistic resources. Again, they will get
their news from local newspapers. That is not to say
that they do not get scoops as well, of course they
will get the odd scoop, but, if we are talking 312
publishing days a year Monday to Saturday 52
weeks a year, then the vast bulk of local news is
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originated by the local press. What can you do about
it? I fear we are where we are. I do not have the
solution. Just as someone was asking what is the
solution to monetising these websites, I do not think
anybody has the solution at this stage, not just in the
UK but in the USA. With all the reading I do, it is
very diYcult to see how we are going to resolve this.

Q129 Janet Anderson: But it is true to say that this
huge public subsidy that the BBC has puts you in a
very unfair disadvantage, is it not?
Mr Pelosi: Absolutely.

Q130 Janet Anderson: So, when the BBC claim that
they have to pay large salaries to people in order to
compete, that is just not true at all.
Mr Pelosi: They certainly have to pay the salaries et
cetera, et cetera, but of course they do not have to
generate any revenues so as to pay for these services.
They are publicly funded.
Mr Newell: I think that one of the things that
concerns us about the BBC—and we must not just
talk about the BBC, I know—is that, in all their
public comments, they talk the language of
partnership and yet the discussions that they have
had with the regional and local newspaper industry
have been fairly superficial and do not start oV with
the premise we think they should. For a partnership
to work, discussions should start oV from the
premise of the BBC acknowledging how reliant they
are on regional and local newspapers as the premier
news-gathering resource in the country. I think that
there has been too much in the language talked by
the BBC, that the BBC have content to oVer us
whereas actually de facto we have the content that
the BBC use on a daily basis.

Q131 Mr Sanders: May I say that there is a lot of
BBC bashing here. The reality is that the BBC has
always been there. Is not the new threat now the new
kid on the block, something like Google, that takes
your content, puts it on the web and gets lots and lots
of people looking at it?
Mr Newell: I think that some of the issues that we
have raised vis-à-vis the BBC could apply in the
same way to Google and of course I think where
government can help is to ensure that there is a firm
copyright regime that allows a content owner to
control the destiny of their content and—

Q132 Mr Sanders: How can the government do that
in a global environment?
Mr Newell: . . . to ensure in addition to that, an
ability for the content owners to have dialogue with
Google. Ed earlier on referred to the interesting
prospect of all the national newspaper owners and
regional newspaper owners getting in a room
together to decide how they should handle the BBC.
You could also say getting into a room together to
try to handle Google. The basic issue is that
competition law does not allow that to happen at the
moment and there is a fundamental imbalance, I
think, that exists between a large, in the case of the
BBC, public corporation that is a unitary body and,
in the case of Google, a world-wide enormous

company. To do business with those institutions on
your own, whether you are a Group or an
independent, whether you are NorthcliVe or Kent
Messenger, is extremely diYcult. To be able to do it
by way of co-operation and collaboration, existing
competition law makes that hard. I think that one of
the disappointments we would have with the Digital
Britain report is that although on the whole it
identifies the right issues or a lot of the right issues,
albeit it is pretty light on Google, it does not with any
degree of urgency suggest what the solutions will be.
Although the OFT review and the possibility of
Ofcom being involved will be helpful, I do not think
that the Report really addresses the fundamental
issue that it is very hard for newspaper companies,
regardless of their size, to discuss with one another
rationalisation, whether it is a sharing of resources in
some areas and the swapping of titles in some areas.
The geography of individual newspaper groups in
this country is a geography of history. It is not a
rational geography in terms of regional areas. Kent
Messenger is very unusual in that Kent is Kent.
NorthcliVe titles are grouped around diVerent areas
within the country. The competition regime, if it is to
change quickly, should allow those discussions to
take place and also allow the industry to act as one
when it comes to having strategies towards Google
or the BBC.

Q133 Chairman: May I pursue this because Google
is clearly the bogeyman in the room, but there
seems to be a certain amount of confusion in your
industry about what you are complaining about. Is
it a question in fact that Google is taking content?
So it is an intellectual property question in that
essentially Google is stealing your content and
putting it up for nothing and therefore diverting
eyes from your sites? Or is it that actually Google
is taking advertising revenue? We know that the
majority of advertising online is spent on search
and by far the biggest provider of that is Google
and that therefore advertising is not being put onto
your sites, instead it is being taken over by Google?
Mr Newell: I think you are right in characterising
the position as one at the moment that individual
companies have diVerent views on and diVerent
arrangements with Google, but I think that what
would unite the industry is the importance of a
strong copyright regime and the need in practice
using technology to make certain that individual
companies are in control of their content so that,
if they do not want Google to actually take their
content, there are conventions and means to
prevent that happening.

Q134 Chairman: Surely you have to have Google
otherwise most people are not going to find your
site. People are not necessarily going to go directly
to the Kent Messenger Group site or the
NorthcliVe site, they are going to Google, and
actually Google is driving people to your sites.
Mr Newell: And, within that, the way in which
advertising revenue relates to that is extremely
important. I think the more general point that I am
making is that we need a strong copyright regime
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that works in practice and we need to find a way,
which I do not think the industry has yet found,
partly for the reasons I indicated because of
competition law, so that there can be more generic
discussion with Google about some of these issues.

Q135 Chairman: When you say stronger intellectual
property law, you are not suggesting that Google
should not be able to carry the first sentence of an
article because that actually is to your benefit and
not to your detriment.
Mr Newell: I think that it should be within the
sovereignty of individual companies to decide
whether they want Google to be a vehicle that they
use or not.

Q136 Chairman: I think the evidence we received
last week was that however much people did not
necessarily like Google, they accepted that they had
to have Google if they were going to get people to
their websites.
Mr Newell: I think that would be the view of the
majority of companies, but I think that they are in
that position because of the sheer power of Google.

Q137 Chairman: Google has been immensely
successful and dominates search but there is not
very much that you can do about that. The
advertising issue is one perhaps where there is an
imbalance and that may well be a competition
issue.
Mr Pelosi: There is no doubt that we need Google
and the way in which we compile pages online are
such that they are search engine friendly so that
when people are searching for, say, “cricket scores
in Cheltenham”, then they will go to our site first.
Yes, we do need Google, but Google has this
aggregation service which of course means that
traYc eyeballs can stay on Google and scan the
news without coming to individual sites. Again, I
suppose that we are where we are now because how
can you get a snapshot of news other than through
an aggregator but it is through an aggregator that
we are denied traYc because traYc will go to
Google first to look at Google News and then, as
a result of an aggregator having that traYc, then
they have the primary opportunity to monetise the
eyeballs. Again, I think that we are in a very
diYcult situation and it is rather diYcult to see how
we are going to find a solution to this. We need
Google for the search. As a result, we can have
Google News, which is an aggregated content, and,
as a result, they are going to get a lot of the
eyeballs.

Q138 Chairman: But you can always oVer more
than Google can in terms of depth of coverage
and quality.
Mr Pelosi: Yes, absolutely, and obviously we do.
When somebody clicks onto that story, they click
through to our website but it is whether they stay
on that website or click back so that they can go
on to the next story.

Q139 Chairman: I am left with the impression that
you see Google as being a serious threat in terms
of taking eyeballs and indeed revenue, but it is not
immediately obvious what we can do about it. Is
that fair?
Mr Pelosi: Certainly I feel that it is not obvious
what we can do about it. We can stop Google
taking our content—I think you can just block
their robots—but, if we do that, then we do not
have access to the Google search engine when
someone keys in “cricket in Cheltenham” because
we want them to come to our sites.

Q140 Philip Davies: Are you satisfied with the
recommendations of the Digital Britain report
about mergers and cross ownership?
Mr Newell: As I said earlier, I am satisfied that the
work that has been done means that the regulatory
authorities are now more in tune about how local
media markets operate and I am satisfied that the
process that will emerge will be more satisfactory
than the current process. What I am not certain of
is, when the system is tested, quite how it will work
through. And I am not satisfied that the sense of
urgency has actually come across, in particular that
newspaper groups of all sizes would like to be able
to have discussions with one another about titles,
the possibility of title swapping, the possibility of
rationalisation and whether the right environment
has been created or not. It will take one company
to test it and then we will know whether we are
satisfied.

Q141 Philip Davies: But you are not sure whether it
goes far enough.
Mr Newell: No.

Q142 Philip Davies: At the beginning, Adrian asked
how many titles are expected to close over the next
five years and you were understandably cautious to
give a figure. How do you see the merger market
going? How many mergers and what sort of title
mergers can we expect to see over the next five years
in your view?
Mr Newell: DiVerent people have diVerent views on
it. I think that there will be a whole texture of things
that will go on if the regulatory regime works in a
more realistic way. In some areas, it will be marginal
increases in size of companies or rationalising their
geography to which I referred earlier and then there
is a possibility that some big companies might get
larger or some medium-sized companies themselves
might get larger. I think that there will be a choice
there. If you ask what I think the shape of the
industry will be in five years’ time, I would hope that
there would be the type of mix of players that there
are at the moment. I do not think that it is a one size
fits all solution, that you end up with one company
owning every single regional and local newspaper in
the country. I think that it is absolutely good and
healthy that there will be a variety of ownership
regimes, some companies in public ownership, some
companies in private ownership. Regardless of the
size of the company at the moment, up until recently,
it has been hard for companies to navigate
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themselves through the competition regime. There is
an amber light that has been given I think by Digital
Britain, but whether it is an amber light that gives
enough comfort to people to rationalise their
businesses remains to be seen.

Q143 Philip Davies: Geraldine, I wonder if you see
an independent future for companies like yours or
whether you actually felt that, in the medium to long
term, there was only a matter of time before
companies like yours are swallowed up by bigger
players in the market.
Ms Allinson: There are definitely diVering views on
that. We do see an independent future but what has
happened in the last couple of years has been pretty
significant and we need to change the shape of our
business over the next few years, otherwise there
probably is not an independent future. We know that
our reliance on ad revenue in our printed
publications will continue to decline and we have to
find other revenue streams to grow our revenues and
that may be through mobile or all sorts of diVerent
things which we will be experimenting with and
trialling over the next few years. Yes, I do see an
independent future. The marketplaces in which we
operate are very competitive in Kent. There are
sometimes three, sometimes four diVerent
publications in some of the marketplaces, sometimes
two. I cannot see that we and our competitors will
continue to be able to operate in those marketplaces
in that same way. Michael competes with me in quite
a few of them, so the battle is really between us and
some others to see who is going to actually win. The
diYculty in that is what David has referred to in that,
if you are fighting in a marketplace, there is the
possibility that you both get weaker and weaker and
weaker and then there is nothing whereas the better
outcome could possibly be that there is some
agreement or some changes in ownership or
something like that to make independent journalism
still very viable within that marketplace.

Q144 Philip Davies: Michael, are you on the hunt for
extra titles to swallow up or swallow up other
competitors?
Mr Pelosi: No, is the answer. Just coming back to the
line of questioning, it is impossible to tell what the
shape of the industry is going to be like, as I think
you have asked, five years from now. There is no
money for mergers if they are going to involve cash.
It might be that there could be some kind of merger
recourse and we can only wait and see if that comes
about. It could well be that if there is an upturn in
advertising revenues and therefore in fortunes some
owners will try and sell to private equity or to
another owner but, as I say, there is not a lot of
money [available for newspaper transactions]. I
think you are aware of the debt issues in some of the
regional press at the moment and that has to be
addressed. David has alluded to swaps. I think that
there could be some swaps but where you are
swapping titles in continuous areas, I do believe that
the opportunity for cost reduction is limited. I think
that the only opportunity for making serious cost
reduction is where Geraldine has alluded to and that

is where you have two or more titles in one market
and are fighting it out and, as a result, are fighting for
a much lower revenue share. It may make sense for
there to be rationalisation so that there is only one
title serving that market, but of course that goes
against all that the OFT stands for. They will want to
see no diminution in competition in a market where
there are two or more titles serving that community.
I think that it is very diYcult to tell how this is all
going to pan out in the next few years.

Q145 Philip Davies: David, I was struck by your
comment on the disappointing nature of the
discussion you had with the BBC about the
partnership and I just wonder if you could tell us a
little more about those discussions and whether or
not you have raised your concerns about those
disappointing discussions with the BBC Trust.
Mr Newell: Obviously, we were engaged in a process
that happily we won with the BBC Trust and Ofcom
in relation to BBC local video. We have not gone
back to the BBC Trust for the moment because we
have had discussions with the BBC—and it is an
ongoing process as it were and individual companies
at the moment are currently having discussion with
the BBC—but I do not hold out, for reasons I have
indicated, much optimism that those discussions will
lead to a fundamental change in the issues that we
have already raised. In terms of where we go from
there with the BBC, I think that a lot depends on the
decisions that the government makes on Digital
Britain. We are optimistic and we hope that the
Government will actually come forward with top-
slicing proposals which will allow for the funding of
independently funded news consortia pilots and we
hope that regional and local newspapers will be part
of those pilots. It is clear in terms of the discussion
that we have had with the BBC that, to a certain
extent, the BBC have put on hold any further
discussions that they will have with us until they
know the outcome of the Government’s decisions—
I think that the consultation is over in the middle of
September—about how the Government will
respond on independently funded news consortia
and on top-slicing. We would feel that area of
experimentation, and for that to happen sooner
rather than later, would be a very positive
encouragement to the regional and local newspaper
industry and I know that a number of companies, in
co-operation with the Press Association and looking
at other vehicles, are very keen to do something in
this area. What we hope is that this does not become
another example of an industry initiative that could
possibly be smothered by the BBC who are clearly
against the idea of these pilots going ahead and
being funded out of licence fee money.

Q146 Philip Davies: Do you feel that the
Government are going to have to force the issue and
that the BBC itself is not going to do anything
meaningful of its own volition?
Mr Newell: I think that there has been a pattern
where that is the case and I do not see the pattern
changing.
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Q147 Chairman: Just on the independently funded
news consortia, the English pilot explicitly rules out
participation of the existing ITV news provider.
How do you see the consortia coming about? Do you
see a local newspaper as being the sort of organiser
and co-ordinator and presumably, if the pilots work
successfully, you would want to see more than one in
order that you can have contestable funding?
Mr Newell: In our discussions with Ofcom, we have
been very keen that there should be a pilot rather
than there being a one size fits all for the whole of
England starting at the same time. First of all so that
we can get things oV the ground quickly and
secondly because of some of the issues that I raised
earlier. As there is not a geographic logic to the
ownership of newspapers, actually getting all the
newspapers for example in the Granada TV area
together in a way that complies with competition law
and allows them to, in partnership, possibly come up
with a proposition requires a lot of work. It would be
the same if you looked at any of the ITV regions. I
think that there is willingness by the industry to go
in for this experiment and to make it work. I think
that it should then play out, if it is successful, in other
areas of the UK. However, I would make the point
that, even if the Independently Funded News
Consortium proposal is successful, it will contribute
to the local news and journalism and contribute to
the possible success of the industry, but the sums of
money involved are not all that significant versus
some of the challenges that the industry actually
faces. So, to run a pilot in the Granada area, one
might be talking about £6 million or £8 million a
year. If there were a total figure of £130 million for
the whole of the UK, it is significant money but, as
against an industry that had a total revenue of £4
billion and that £4 billion is going down very, very
quickly indeed, it is not a magic wand. But I think
that it does allow psychologically the industry to
actually accelerate the dynamic of becoming a
multimedia business and I think that it is one ray of
light, as it were, within Digital Britain in terms of a
positive development with which the industry can
experiment. A lot of the other stuV in Digital Britain
is stuV that has been around in our terms for some
time: reforming the ownership laws, trying to do
something about local authority publications and
some of the issues we covered earlier in relation to
the BBC. This is a new idea and a new concept. It
may be one of the ways in which local news and
information provision can be safeguarded and
developed within a construct that still allows this
industry to be fundamentally independent of the
state and independent of local authorities and a
commercial sector rather than a public sector.

Q148 Alan Keen: I have a fairly boring question to
ask. Google is a problem because they are taking
revenue, are they not? The BBC website does not
take any revenue. Why do we not re-organise it
altogether? We can do it through the market; we do
not need to enforce it. Why do we not use the BBC
website as the channel for your websites? So, if they
want news, they go to the BBC and then, if they want
the Kent Messenger, comment and news in Kent,

they go through that website and you could get paid
by the adverts. It would attract people through the
British Broadcasting Corporation website and they
would get through to the Kent Messenger. Would
that not be a way to do it? That would stop Google
taking that advertising revenue. You could get
advertising revenue when the viewers got through to
your individual website using the BBC. People trust
the BBC and they would be happy to go from that
instead of Google to get to your individual areas
whether it be stuV for people to read or whether it be
videos and films or whatever it is, and then you could
get the advertising revenue, so people would be
attracted whenever they wanted news of any sort to
go through that BBC channel instead of Google.
Ms Allinson: The problem with the BBC is that first
of all they would prefer the traYc to stay on their
website. I do not think that they particularly like the
idea of just being an area where you go and then
move on to somewhere else though it is probably
something that is worth exploring. The other issue is
that we have huge commercial sides to our
organisation and a lot of people go searching on
Google for commercial things, not just news. The
BBC is well known for the news side of things. I
think it would completely cut out a whole area of our
business that we obviously want people to go on to
Google to search for because we also help our
commercial partners to find things on Google as well
as on our websites that are actually for sale. So, it
does not tick the commercial box. What I would love
the BBC to do is to actually give credit where credit
is due. If they do cover a lot of stories which they
source from us, I wish they would tell everyone they
sourced it from us. Every time they sell a story or
publish a story or put it on the Internet, if they would
say “sourced from”, I think that would be one thing
that would be great.

Q149 Alan Keen: I expect you to say that you do not
trust the BBC and that they would not want to do it,
but we could make the BBC do it, could we not?
Mr Newell: In fairness, in terms of partnership
discussions, it is one area that the BBC have
discussed with us. They do actually put links
through to regional and local newspaper websites.
But the research that was done both by Ofcom and
the BBC Trust and the BBC local video application
was that the drive through of traYc from the BBC to
local newspapers is not all that great. Moreover,
because of the limited amount of time people have
even if it actually drives the eyeball from the BBC to
the local newspaper website, the person who gets
there then does not spend as much time on that local
website and therefore the commercial value of that
eyeball, as it were, to the local website is not as great
as if you had not come through the BBC. I think that
there are issues there that mean that publishers do
not necessarily feel that the BBC driving traYc
through is a way in which they are going to be able
to monetise their audience.
Alan Keen: Can I come on to my boring question?
Chairman: It is not a boring question, it is an
important question.
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Q150 Alan Keen: We touched in the previous
session on what local authorities should be allowed
to produce. What would you like to see? It is the
same with the Health Service. How do you think
things should be done because if it is taking revenue
away from you and obviously a local authority
weekly newsletter would be less boring if it was
being done in co-operation with people like you?
How do you see that?
Mr Curran: I think there is co-operation with some
of the local authorities. Certainly in my part of the
world, civic events and major developments by the
local councils or whatever may well be publicised
in the form of supplements or whatever. I would
like to see the local authorities not taking
advertising from the local newspaper because that
is undermining revenue completely. I do not think
any of us have any objections to local authorities
putting out a glossy booklet or whatever once a
year. I receive it from my own local council in
Northern Ireland telling me who the councillors are
et cetera and what good works they have all done
et cetera. Increasingly, I find that MPs in
Westminster are doing the same thing with their
communications allowance or whatever it may be
and I find that very valuable. I think that if you go
beyond that and you go to the point of producing
something on a weekly or a monthly basis and
shoving it through people’s letter boxes and taking
advertising on that basis, then you will undermine
the local newspaper. The other point is, how
objective and independent are these local authority
publications? How credible are they? In fact, it
should surely be in the interest of the local council
to have independent assessment of the good works
that it is doing to get the brickbats but also get the
praise. Most weekly papers and regional papers do
not spend their time undermining local authorities.
I think that the vast majority of publicity that we
give to local authorities is positive.
Mr Newell: May I say, just so that you have some
statistics, that the Local Government
Association—and these are their figures, not ours—
say that 94% of councils produce a publication of
some sort but that as many as 64% of those
publications carry third-party advertising. The
regularity of the publication is of concern, together
with third-party advertising, whether the
publications are carrying news and information
about local authorities or whether they are doing
general news and information. And the further
issue which is of particular concern to us is the way
in which local authorities, in creating a newspaper,
then use that as the place in which they put
statutory notices which would otherwise go in
regional and local newspapers. So, the Council
publication becomes a device to avoid a cost
including and the public cost of statutory notices,
which are meant to appear in bona fide newspapers
so that they reach an audience. I would hope that
the Audit Commission review will tighten up on
codes and any recommendations that you, as a
Committee, can give in this area we would find very
helpful. We are not saying that local authorities
cannot have websites and that they cannot have

publications, but we do think that there should be
a fairly commonsense clear set of rules by which
they should abide. It is not only the issue of local
authority publications, I do not know whether
Geraldine would like to say something about the
concept of local authorities becoming television
companies.
Ms Allinson: Kent County Council launched Kent
TV two Septembers ago. It is up for review as a
two-year trial. The project morphed into the
provision of video—people can upload video and
things like that on the site. It is a very interesting
site but, when they launched it, they said they were
going to take sponsorship and advertising on it
and, at that stage, we said that we were not
prepared to work with them on it and, until that
stage, we had worked with them with the idea and
concept. We believe that it competes for eyeballs
and also, although it is something that we do not
see as a huge competitor at the moment, apart from
in audience, they will not put in writing to me that
they will never take advertising and sponsorship on
it. So, we therefore have to agree to disagree over
Kent TV. Although we do partner on lots of other
things, Kent TV is something that is seriously
concerning.

Q151 Alan Keen: We have a heavy responsibility
here. Despite sometimes not being happy with the
print media, we care about it. We have a
responsibility and, with a failing industry—and I
am talking about print; it has taken you a long time
to move from print to media news—I think we have
failing technology which is history really. I think
that it is going to need more and more intervention
than there has been so far, whether we are heavily
involved with schools and universities and local
communication through local authorities to help us
to combine with like the commercial print and
broadcasting media. We have a duty to provide
news for people and proper news but also comment
as well. I think you would agree with me that there
has to be some invention and some more
intervention than we have had so far otherwise we
will see a decline in print media and we do not
know what is going to be replacing it. I have
worked in the private sector and I am a great
believer in the private sector as it drives eYciency,
but we have reached a critical point. Do you agree
with me that we really have to look at much more
intervention than we have had before, not to save
the commercial companies but in order to provide
the best for the public? It is our duty.
Ms Allinson: Intervention in what regard?

Q152 Alan Keen: Obviously Ofcom have a
responsibility but we are going to have to get
together. You are saying that you are hampered by
the competition rules and that you cannot talk to
each other or get together. We have to come up
with something that really does save the news
industry and not just leave it to the politicians. You
agree yourself that you want to be able to talk to
competitors unrestricted.
Ms Allinson: Yes.
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Q153 Alan Keen: So, really, we are going to have to
open our arms completely to change.
Mr Pelosi: You say that the print media is a failing
industry. It is interesting that local authorities use
print to communicate.

Q154 Alan Keen: I mean commercially.
Mr Pelosi: Yes, but obviously they are trying to take
revenues from us in print. Secondly, print still
delivers an enormous critical mass of audience
today. I am not arguing that there has not been long-
term decline in the sale of newspapers, of course
there has been, but they still deliver a critical mass of
audience. Take one of our newspapers that serves the
community of Chelmsford, we sell almost 40,000
copies a week.

Q155 Chairman: Probably because there is a column
from me in it!
Mr Pelosi: And a very well written column, may I
say. That title will reach over 100,000 people a week
in that community. So, it still delivers critical mass.
You could argue that television is therefore a failing
industry and that radio is a failing industry because
they are losing their audiences. I think what is
happening is that there is just greater media choice
and there is time poverty—we all have limited time
nowadays—and so we have to share the audience
and we have to share the revenue cake with more
media channels. Print drives our online oVerings. If
our print assets fail, I fear that we will not be able to
cover local communities at all because currently our
online properties pay nothing for the news and
information that we post online. I would not want
you to think that we do not embrace online. I think
that we do and that we and the industry do online
brilliantly. There will be one or two examples of poor
websites, but we do online brilliantly and we have a
lot more content online than we do have in print.
What we have to do is to try and find ways of print
journalism surviving so that the online services that
we oVer will benefit from that print journalism so
that we can make our news and information
available to the market, however the market wants
to consume it. There are still a lot of people out there
who want to consume their news and information in
print; the serendipity of print is there versus the
immediacy of online. I do not know if you can have
government intervention to help us there because, as
an industry, as David says, we still enjoy about £2
billion from advertising revenues and therefore we
have a very big cost base to sustain. I do not see how
we can have some kind of intervention from
government to help us—

Q156 Alan Keen: Can I change two words? When I
said “failing technology”, I meant changing
technology. I read print on my PDA and on my
iPhone—it is an electronic version but it is still
print—and it is often better than listening to
somebody speaking. The other word is
“intervention”; I do not mean government
intervention, I mean that the Government should
facilitate the industry getting together with
everything.

Mr Newell: What we would say, although we have
been slightly critical of some of Digital Britain in that
it does not go far enough and it’s not speedy enough,
is that the momentum that was created by Lord
Carter and Andy Burnham in looking at the local
news industry and the work of this Committee, we
value and we think that it is important because I
think that there are things that the Government can
do. But the issue is trying to balance that action
through in such a way that it is not the case that we
become suborned by government and become
dependent on government subsidy. There are quite a
few things that we have mentioned this morning
where government could help and that would make
a diVerence. At the end of the day, what happens in
the marketplace will be the determinant of the
industry.

Q157 Janet Anderson: I am going to go back to local
authority newspapers and I agree with you that they
contain useful things like how to contact your
councillors and when the bins are going to be
emptied, but they do not need to produce a whole
newspaper to do that. I know that when I get home
on Thursday night, there will probably be one on my
doormat which I will pick up and put straight into
the bin. I hardly ever read it. Yet, the Chief Executive
of the local council tells me that it is more widely
read than the local daily newspaper. Is there any
evidence about how many people actually read these
publications?
Mr Newell: I do not have evidence available here as
to the readership of local authority newspapers.

Q158 Janet Anderson: The LGA do not produce
anything?
Mr Newell: If there are any statistics on it, we will
make them available to you.
Janet Anderson: That would be really useful.

Q159 Chairman: We have the LGA coming in due
course.
Mr Curran: Obviously the newspapers themselves,
the weekly and daily newspapers, do produce
readership surveys on a regular basis. I think it is
interesting. My part of the world is about the size of
Yorkshire, I think that reports of our death are
grossly exaggerated. Today, about 140,000–150,000
regional daily newspapers will be sold in Northern
Ireland to a population of 1.1 million adults—that is
the electorate, (there is a 1.7 million population
overall) which is still staggering by any standards,
plus about 300,000–400,000 weekly newspapers plus
Sunday newspapers. The reach, as has been stated,
may be underestimated today. We begin to think that
we are actually going out of business when in fact we
are a very, very strong product. Sometimes old
stagers in my business have come up to me when I
was Editor of the Belfast Telegraph and they said,
“You know that newspaper you edit is not what it
used to be” and I would say to them, “You are darn
right it isn’t what it used to be” because, when I
started on the newspaper, there were only a handful
of pages published daily and now it is probably
sometimes up to 70, 80 or 100 pages. I launched for
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example a Sunday newspaper in Northern Ireland in
1988 and I remember that in the week we launched
it there were 48 pages of content in it. Most weeks
now that newspaper has had 128 pages of content.
So, there has been a huge change. Quantity and
quality of journalism has substantially improved in
my lifetime; it has not diminished and it has not been
diminished by the rationalisation of the industry in
the last four or five years—and I have been involved
in this myself. What we have done is concentrate on
the people who actually put pen to paper or put their
finger on the typewriter or put it on a computer
screen and who actually write something. If I looked
at a cross-section of the regional newspaper industry
four or five years ago, I would have found that
maybe a third and more of the journalists actually
did not write anything at all. They designed the
pages and put headlines on and so on. What we are
getting to now is a situation where you have purist
journalism where the people who work in the
regional press—and I think the same things apply in
the national press—are writers, reporters,
commentators et cetera. Newspapers are not
squandering so much of their revenue and their
expenditure on a production process that they do not
require anymore.

Q160 Janet Anderson: You know how many people
are reading your newspapers and my point about
local authority ones is that I think they assume that
just because they shove one through everyone’s door
it is read and I do not think that it is.
Ms Allinson: I would completely agree with that.
One of the ways to evaluate whether it is value for
the money they are spending on it is what the
readership will view. In terms of Kent TV, how many
people are actually looking at it and have it
measured by a third party and independently
audited by the media.
Janet Anderson: I think that would be very useful
because, as has been said before, most of it is
propaganda for whichever the ruling political party
is anyway.
Philip Davies: There is good news on Lancashire
County Council which is, since its new control in
May, they are going down from 10 editions to two,
so at least it is a step in the right direction.
Chairman: Can we at this point pay tribute to the
Mayor of Doncaster, who has scrapped the council
newsletter, who happens to be the father of a
member of the Committee! That is all we have for
you. Thank you very much.
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Q161 Chairman: Good morning. This is the third
session of the committee’s inquiry into the future for
local and regional media, and in the first half this
morning we are concentrating on local authority
publications. Can I welcome Sharon Taylor of the
Local Government Association (LGA) and
Stevenage Borough Council, Gerald Vernon-
Jackson of Portsmouth City Council and Mark
Loveday from Hammersmith and Fulham Borough
Council. We do not usually have long opening
statements, but I understand, Councillor Loveday,
you wanted to say a couple of words.
Councillor Loveday: I was not prepared to say
anything orally, but I suspect the reason our local
authority is here is that we have a slightly diVerent
model from most local authorities in terms of
newspapers, as you have seen, which is practically
break even in terms of funding through external and
internal advertising. We probably have the largest
proportion of external advertising of any local
authority newspaper in the country and it is all driven
very much by the value for money agenda. That is, I
think, encapsulating just the introductory remarks.

Q162 Chairman: Very good. Undoubtedly, we will
wish to come on to ask you about that shortly. The
LGA have said that they are encouraging local
authorities to improve their communications with
residents, and one of the core actions suggested is the
publication of a council newspaper. Can you say why
it is the view that councils should publish newspapers
and why the functions of those cannot be fulfilled by
commercial publications?
Ms Taylor: I would like to start by saying that both
points of media are necessary. We need both our local
newspapers to be challenging of us and to pick up
stories that we may not pick up in our local authority
newspapers, butas to the reason that communication
from the councils does something unique from what
local newspapers can do, I looked at a number of
diVerent areas, first of all, supporting the community
and voluntary sector. If you look at my newsletters,
which have been passed around, you see that quite a
lot of space is taken in giving information about our
community and voluntary sector activity, and that is
something that they would not be able to aVord to
produce in commercial newspapers. We provide
information on council services, and you will find
examples both of performance information and
information about what we have spent people’s
council tax on, and I think that is an absolutely vital

part of what we do in communicating with the public
(to tell them what we have spent their money on and
how we are delivering services) and to give them
information on council services is absolutely vital, as
far as I am concerned, and also our duty to promote
democracy. You will see a whole page on electoral
registration in one of my council’s newsletters, and
this duty to engage people and involve them in the
democratic process is something I do not think local
newspapers would take on so strongly. It is not
particularly newsworthy in the sense of a weekly
newspapergoingout, but it isavery importantpartof
the democratic process. I have got a number of other
points. I could go on, but I will not. Lastly, in terms of
community cohesion, you will also see in one of my
newsletters we started a series of communications for
people that had come to the area from another
country and we published an article both in their
language and in English, so that they were able to
communicate with other residents in the town, get in
touch with them, talk about their experience of living
in our community. That has been very successful,
both with the English-speaking community and
communities from outside of the area, in generating
interestandpromotingcommunitycohesionandthat
is something our local newspaper would not have
done. On the other side of this, our relationship with
our local newspaper is extremely good. We have run,
recently, avery eVective joint campaignwithour local
newspaper called“Buy local, live local, go local”, and
thatcamefromtheeditorofour localnewspaper,who
wanted to do a joint campaign, which we have done.
Wealsospendvastamounts inadvertising inour local
newspapers.Gerald cangive youanactualquantified
example of that. I think there is a very good rationale
for both councils communicating with the public in
theirownwayand localnewspapersdoing their job in
their own way.

Q163 Chairman: You mentioned the importance of
publishing information about how council tax is
spent, about electoral registration. Why can you not
just take a two-page version in the local newspaper,
which will support the local newspaper, rather than
publish your own which undermines it?
Ms Taylor: I think we do spend large sums of money
on advertising. Can I ask Gerald to give you his
example?
Councillor Vernon-Jackson: I am Gerald Vernon-
Jackson; I am leader of Portsmouth City Council.
Just to give you an idea, we do five or six Flagships a
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year, which costs £45,000 of public money; we spend
£970,000 a year advertising in our local paper (so
£970,000 of public support fora private newspaper in
Portsmouth),but it still onlygets to30,000housesout
of the 85,000 people who live in Portsmouth. There
are some things that they do very well, and we work
extremely closely with them, but sometimes we need
diVerent forms where we are guaranteed of getting it
through everybody’s letter-box, which not all papers
are able to do.

Q164 Chairman: You are saying, just to be clear,
£970,000 on one newspaper?
CouncillorVernon-Jackson:That iswhatwespendby
advertising in our one local newspaper each year. So
that is state support for a private newspaper.
Ms Taylor: I think we would have common
experiencesof that.Theamountsofmoneywill diVer,
but we all spend a lot of money advertising as well as
writing a lot of copy for newspapers, because a lot of
the copy that is in our local newspaper comes from
news releases which we have written, and that
provides them with copy. I think there is a large
amountof support,but I agreewithGerald.Our local
newspaper in Stevenage, in my district, only goes
through about 10,000 doors now, at most, and we do
on occasion need to communicate with all the
residents of the borough. We have about an 85%
readership of our local magazine, and we only
produce it six times a year, so it is not in competition
with our local weekly newspaper.
Councillor Loveday: Perhaps I can answer this using
some figures. In our part of London there is a media
void when it comes to the local newspapers.
Obviously, we have a plethora of national media in
our part of London. I have attached to my written
submissions a table (at the end) which details the
audited circulation figures for our two paid-for local
newspapers, which shows that over the last ten years
their circulation has declined from about 4,000 to
approximately 1,500, and when we come to
communicate with residents (and local authorities
have a need to communicate with residents, not only
for statutory notices, but also for many of the
demands thatareputonusbycentralgovernment,we
need to communicate with 180,000 odd residents in
our borough), it is simply not an option for us to rely
entirely on the paid-for local newspapers to provide
thatcommunication. Ihavegivenanexampleofsome
of the costs that are involved. A typical statutory
public notice in the Hammersmith and Fulham
Chronicle, which is the higher circulation of the two
local newspapers, costs approximately £650. That
worksout, fromourpointofview,withasubsidyof52
pence per copy just using one advert. So we put a
considerable amount of subsidy in for a very low
circulation. It is far, far cheaper for us to channel our
communications into an in-house produced
publication which has a penetration in the order of
80% and you can see the costs per delivery point
workingoutata fractionof thatcost, andIhavegiven
the figures in my written submissions.

Q165 Rosemary McKenna: You said that you were
only covered by national newspapers, and then you
said there was a Hammersmith and Fulham Chronicle.
Councillor Loveday: No. In terms of national
newspapers, we do have national newspapers. The
highest circulation regional or local publication in
our borough is the Metro newspaper. We have these
matters tested by—

Q166 Rosemary McKenna: Is there a paper called the
Hammersmith and Fulham Chronicle?
Councillor Loveday: There is a Hammersmith
Chronicle and a Fulham Chronicle, which are part of
the Chronicle series, and there is, equally, a
Hammersmith Gazette and a Fulham Gazette. They
are all part of Trinity Mirror and, in fact, latterly, I
think, all of the editions in the borough have carried
the same copy with a diVerent strapline, but, in any
event, they are paid-for local newspapers, yes. They
are the figures that you have got in the written
submissions for circulation.

Q167 Chairman: In your submissions and your
evidence you talk about the numbers of copies
distributed. These are, presumably, free copies that
you pay somebody to go and put through letter-
boxes.
Ms Taylor: Yes.

Q168 Chairman: What surveys have you done as to
how many are actually read or are not put straight in
the bin?
Ms Taylor: We test this every year in our annual
survey. We have about an 85% readership. It is a very,
veryhigh level of coverage in theborough. In fact, it is
quitenoticeablewhen themagazinehasgone out that
people will actually approach you and talk to you
about things that are in it, and we survey that every
year. That is why I think it is very important that we
keep this distinction between what we are doing and
what the newspaper is doing. They are very diVerent
functions and, as far as I am concerned, they are
complementary to each other, they are not acting
against each other. In fact, our local newspaper
editor—we dida series of “I loveStevenage because”,
and he actually had one in our magazine, so he is very
understanding of the fact that these are diVerent
functions and, as I said, we work with them as well
when they are running campaigns in their newspaper.

Q169 Chairman: The editor of your local newspaper
is entirely happy with the local council publication.
Ms Taylor: As far as I know, he is entirely happy with
it, because we are not competing with him at all and
we provide him with a lot of advertising and a lot of
copy for his newspaper and we work very well
together.

Q170 Chairman: But you do not take advertising in
your newspaper.
Ms Taylor: We do not take advertising in ours, no.

Q171 Chairman: Mark, your newspaper takes a lot of
advertising.Whatcontactdoyouhavewith theeditor
of the Hammersmith and Fulham Chronicle?
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Councillor Loveday: Given that his ultimate boss, I
think, has given evidence before this committee
already, I would be surprised if he would take a
forthright position supporting us, but that is one
thing. In terms of our circulation, because we are
fortnightly, we are ABC audited, so our figures are
audited independently, but of the local authorities—
there are various studies done in respect of local
authority readership—we have a score of something
in the order of 80% readership on various scores. You
can look at it over six months, or a month, or two
weeks, or whatever, but we are one of the highest in
terms of penetration certainly.
Ms Taylor: Can I just clarify the point on
advertising? I said we do not take advertising, there
is no commercial advertising in our publications, but
we do promote our voluntary and community sector,
and I think that is an important distinction. They
would not be able to advertise in the local press. So
although we are not taking commercial advertising,
we do use the publication to inform people about
what our Voluntary Community Sector (VCS) sector
is doing.
Councillor Vernon-Jackson: We take advertising
from the Health Service, from the Fire Service, from
the Police Service, because they want to guarantee
that they are getting things through everybody’s
letter-boxes across the city, which they cannot do
using the local paper.

Q172 Mr Sanders: I think there are some clear
distinctions here, are there not? There is the
magazine type thing that does not take advertising,
there is the one in the middle, which is Gerald’s, that
takes some advertising from some other public
bodies, and then we have got the communist council
that believes in the state ownership of newspapers
and is putting the private sector out of business.
Certainly all the representations we have had from
newspapers are about their fears about councils
taking away from them things that used to go in the
local newspapers, in particular oYcial notices,
planning notices and that sort of thing. That is not
something that you do, is it, in Stevenage and
Portsmouth? You do not use your magazine for
oYcial notices, planning applications, that sort of
advertising.
Councillor Vernon-Jackson: No, but Adrian, I am
terribly sorry, we spend £40,000 a year doing our
public notices for planning and, as far as I can see,
that is a complete and utter waste of public money.
I do not know anybody who scans page 49 of the
Portsmouth Evening News to look for the planning
applications. When we drop letters to everybody in
the local area to tell them there is a planning
application, we put a sign up outside the property to
tell people there is a planning application. All that
money is money out of council tax payers’ pockets
to subsidise a private newspaper. It is, in my view, a
waste of money. Unfortunately, the Government
tells us we have to waste that money.

Q173 Mr Sanders: It is a statutory duty, is it not?
Councillor Vernon-Jackson: It is a statutory duty,
yes, but actually, if we put it up on the website and
did things properly in terms of telling local people,
then you could actually give a much better service
for a lot less money.

Q174 Mr Sanders: Are you still advertising in
whatever the Portsmouth newspaper is?
Councillor Vernon-Jackson: Yes, because we have to.

Q175 Mr Sanders: In Stevenage do you still do that?
Ms Taylor: Yes, we still publish our planning
notices, but, as far as the LGA is concerned, on the
district councils network we have been asking for a
long time not to have to publish those statutory
notices in newspapers. We have very stretched
budgets in district councils now and it is a huge
strain on our budget, newspaper advertising of
statutory notices. We would much prefer to publish
them online. I would not publish them in my council
magazine because it does not come out frequently
enough.

Q176 Mr Sanders: At the moment you still pay—
Ms Taylor: At the moment we are still paying
newspapers, yes.

Q177 Mr Sanders: What happens in Hammersmith?
Councillor Loveday: First of all, I welcome your
comment about communism. It is a rare day when
Hammersmith and Fulham are outflanked on the
right! We actually consider ourselves pragmatic
about this. There is a point. Is it really proper for us
to be subsidising the shareholders of Trinity Mirror
to the extent that we have been, or are we doing
better to go out there and grab as much help to
alleviate the burden on local taxpayers that we can?
We have taken the second route. I have worked for
the newspaper industry for very many years myself,
I am married to a journalist, my father-in-law was a
distinguished newspaper editor and I have a lot of
time for the industry. Nevertheless, at the end of the
day, there is no evidence at all that local authorities
taking newspaper advertising is hitting the paid-for
commercial sector.

Q178 Mr Sanders: That is an answer, but it was not
actually the answer to the question. The question
was: where do you place your statutory duty
planning advertising? Do you do it with the existing
newspapers or do you do it through your own
publications?
Councillor Loveday: We place the bulk of it with our
in-house newspaper. The reason for that is that there
are technical reasons on the lead-in time that you can
have with planning notices and licensing notices
which mean that it is almost impossible to place
them with an in-house newspaper unless it is
fortnightly or weekly. If it is a monthly publication,
it is simply impossible to comply with the statutory
requirements.
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Q179 Mr Sanders: This is monthly?
Councillor Loveday: This is fortnightly.

Q180 Mr Sanders: If I look through there, will I see
the planning notices?
Councillor Loveday: Yes, you will see there is a page
on planning notices.

Q181 Mr Sanders: It is interesting; you have got
letters to the editor. Obviously, you are going to say
the reason there are no critical letters at the council
is because there are no problems which people have
with the services, but if I was to be objective about
this, I would suggest that it would be rare for you to
want to have criticism of your council in your own
letters page.
Councillor Loveday: The local authority newspapers
and publicity as a whole are governed by a strict
statutory code which was actually passed by
Parliament, I think, early this year or the last part of
last year. It is a far more restrictive code than the
Press Complaints Commission code. It is written
into the contracts of the journalists who work for
the paper.

Q182 Mr Sanders: Yes, but this is the public writing
letters. It is about editorial, not about what you
write.
Councillor Loveday: Yes. We do cover critical letters;
they do appear in the letters page. One thing I would
say, though, I was just glancing through The
Chronicle today, and I can hand up a copy. I turn to
the letter page, and I think there are six letters, all of
which were written by councillors, parliamentary
candidates, and so on. I do not think that letter
writing in local newspapers is necessarily something
that grabs the public imagination in my borough. I
can hand that up for you to have a look at.

Q183 Mr Sanders: So your case is that you are not
taking any money. Well, it is not your case, because
you must be taking money away from existing
publications. Your case is that you should do that in
order to subsidise the taxpayer?
Councillor Loveday: The particular model that we
have in our borough for the commercial paid-for
sector is that they are essentially wrap-arounds of
other newspapers—they are four or five pages
wrapped around editions of an Ealing newspaper
and a Westminster newspaper—and, as a result, they
have always found it very diYcult to attract local
advertising and, in particular, property advertising,
which is the big earner, as I understand it, adverts for
house and flat sales. They have never attracted that
market and we have been able to grab that, and you
will see there are plenty of pages of local property
advertising. They were not getting that market
anyway, and we have gone after it. It is very diYcult
to show cause and eVect as to whether we do aVect
them at all. The circulation figures suggest that they
were declining well before we came on the scene.

Q184 Mr Ainsworth: If I understand you rightly, we
have been talking about the statutory notices that
you have to publish going into paid-for local
newspapers.
Ms Taylor: Yes.

Q185 Mr Ainsworth: Why do you not use local free
sheets? If the problem is distribution, if the problem
that you have cited is getting things through people’s
letter-boxes, then free newspapers are delivered
through people’s letter-boxes and you could
advertise in them, could you not?
Ms Taylor: Our free sheet is not delivered town-
wide. The newspaper I have circulated, which is The
Comet, is a free sheet to those properties where it is
delivered, but it is only delivered to about 10,000 out
of our 38,000 properties in the borough. So they do
not deliver town-wide, but we do publish our
statutory notices in there because we feel it is right.
We cannot do it in our local magazine because we
only publish it six times a year; it would not meet the
requirements of it. So we cannot publish in The
Chronicle: it is not published frequently enough.

Q186 Mr Ainsworth: Your situation, with respect, if
this is the only publication that Stevenage regularly
put through people’s doors and, therefore,—
Ms Taylor: No, that is the council magazine that is
put through six times a year. The local newspaper,
which is around somewhere (it is called The Comet),
is a weekly free sheet to those properties where it is
delivered, but it is not delivered borough-wide now.
About six months ago they took a decision not to
deliver it on a borough-wide basis, and the statutory
notices are in there.

Q187 Mr Ainsworth: I am sorry; I had not seen it.
Councillor Vernon-Jackson: The issue we have got is
that in lots of diVerent parts of the country there are
very diVerent coverages. Particularly in rural areas it
is very diYcult to get coverage through free sheets
who do not deliver and, particularly in places like
London, in lots of places there are really no local
newspapers, because you either have The Evening
Standard, which covers the whole of London and is
actually almost a national paper, and so Mark has a
particular problem that he has addressed.
Councillor Loveday: You will find that both the
statutory requirements on licensing and on planning
adverts is that they have to be published in a
newspaper circulating in the locality, I think is the
word. We have a free newspaper which circulates to
14,000 households in the south of Fulham, which
will not be the locality for Hammersmith, Shepherds
Bush or the northern part of Fulham, and, as has
been said by the other witnesses, it is horses for
courses, there are diVerent patterns around the
diVerent parts of the country. We have responded to
our particular need in our particular way.

Q188 Mr Ainsworth: We have had evidence from
Trinity Mirror, who say that some of these
newspapers are publishing advertising rate cards
which aggressively set out to undermine the market
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advertising rates as a competitive move on the part
of the local council. Is that how you managed, in
your words, to grab the property sector for news?
Councillor Loveday: One of the oddities of all of this
is we have a number of statutory limits on what local
authorities are able to do, and one of those, for
example, is that we cannot make a profit out of a
newspaper. The moment you get to break even, that
is the end.

Q189 Mr Ainsworth: No-one else is making a profit.
The argument from the industry’s point of view is
that you will make it even harder for them to make
a profit.
Councillor Loveday: If that is the case, is it the
function of local government to provide that
subsidy, in our case to the tune of, broadly speaking,
£400,000 a year. I doubt that this committee is going
to make recommendations to central government to
provide that funding to subsidise the local press. I
am afraid it is a matter of money from our point of
view. We do this in the most cost-eVective way
possible.

Q190 Mr Ainsworth: I must say, I had no idea,
Chairman, of the nature of the sort of newspapers
that have been circulating here this morning, the way
that they look, feel and have every appearance of
being commercial publications. Are you satisfied
that it is easy enough for people in Hammersmith
and Fulham, or, indeed, in Stevenage, to realise that
what they are reading is a public sector publication?
Ms Taylor: I think we are talking about slightly
diVerent beasts here. The examples that you have got
in front of you are very diVerent. From our
perspective, it is very clear, I think, from our
magazine, that it is a council publication. When the
newspaper which you have just been looking at
comes through the door, you will know that is not a
council publication. So they are very diVerent beasts.
I cannot answer for Hammersmith and Fulham.
Theirs is obviously a diVerent approach to ours.
Councillor Loveday: The Portsmouth one says on
the top of it, “From Portsmouth City Council”, so
we are very clear.

Q191 Mr Ainsworth: But the Hammersmith and
Fulham one does not.
Councillor Vernon-Jackson: But we choose to give a
huge subsidy, almost a million pounds a year, to our
local paper out of the taxpayers’ pockets. It may be
that the Hammersmith and Fulham option is a
better case for saving public taxpayers’ money by
not doing that. Personally, I think I will keep doing
what we are doing in Portsmouth at the moment, but
it is clearly cheaper for taxpayers to do what Mark
is doing in Hammersmith and Fulham and not
subsidising the private papers to the huge extent that
the public sector is at the moment.

Q192 Mr Ainsworth: You are absolutely certain that,
by placing your job adverts, for example, in your
own publications and online, you are reaching more
people than you would if you had been putting it
through the local newspaper?

Ms Taylor: We place our job adverts in the local
newspaper.
Councillor Vernon-Jackson: As do we.
Ms Taylor: That is what we spend money on.
Councillor Vernon-Jackson: But now, increasingly,
head-hunters will say, you just need to have teasers
in and you direct everybody to your website, because
that is the better place to get people.
Ms Taylor: We ought to talk about using diVerent
forms. We have got a new post which has just been
created which we have advertised on Facebook and
Twitter. There has been an advert in the local press
as well (I think it is actually in that newspaper you
have got), but we decided that for this particular role
we would like to use some of the new methods of
communication as well. I think, as I say, that is
complementary to the advert in the local newspaper.
Most people in Stevenage, if you are looking for a
job, will go to the local newspaper first.

Q193 Mr Ainsworth: Does it worry you that the
commercial sector are saying that publications like
the ones we have got in front of us today are putting
them out of business, or is that not a problem for
you?
Councillor Loveday: Can I pick up on the point you
made before? Our private advertising from external
sources is currently running at the rate of £286,000 a
year. Internal advertising from the council is running
at about half that, £143,000 odd a year. We run an
internal market, however. We do not direct our
departments and departmental directors to place
their adverts with the in-house publication, but the
cost-benefits are pretty clear and they do largely
place them there. In terms of job adverts, the
diYculty, again, is we are not dealing with a frozen
market; the reality is across the board job advertising
is fleeing to the Internet—when somebody goes to
look for a job as a rat catcher in Doncaster, or
something, they are not these days looking in a local
paper to see that; they are going on the Internet to
look for that job—and to place the blame for local
authorities withdrawing advertising from national
and local newspapers, I think, singles them out for
unfair criticism, because everybody is doing it.
Councillor Vernon-Jackson: W4np is a classic
example where we get people to work in politics. You
get a much better return rate from w4np on the
Internet than you do placing an advert in a local
paper.

Q194 Mr Ainsworth: Can I come back to my
previous question? Do you accept there is a conflict
of interest between your desire to look after your
council tax payers and deliver value for money and
the interests of commercial newspapers that are
struggling in a very diYcult market and having
property ads taken away and published by
yourselves? Is there a conflict of interest?
Ms Taylor: I do not think it is the fault of councils
that newspapers are struggling.

Q195 Mr Ainsworth: But is there a conflict of interest
about this particular question?
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Councillor Vernon-Jackson: In most council areas
there is a huge subsidy in the private paper by the
local council. We are keeping them afloat while their
advertising for property has gone down because
people are not moving house, their advertising from
cars has disappeared because people are not buying
cars, their advertising for jobs has disappeared
because people are not recruiting. We in local
authorities in the public sector in many ways are
keeping those newspapers afloat, because we keep
advertising and we keep pumping money into these
papers, hundreds of thousands of pounds every year.
Ms Taylor: Can I give you a very specific example of
that? Our arms’ length leisure organisation has
recently done a wrap-round, which is quite an
expensive thing to do, because we felt that in the
recession we wanted to promote the leisure activities
we were able to oVer, and it might counteract some
of the problems that were being experienced with job
adverts dropping and housing adverts dropping, but
I think there is a big point here about the public
sector subsidising the commercial newspapers. Our
first priority has to be value for money for our
council tax payers. We have got to think about that;
it is very important to us. There has got to be a
balance here between the relationship with the
commercial sector and the amount of money we
actually spend on it. As Gerald said, we are a very
small authority but we spend a lot of money on
advertising and statutory notices, so the relationship
is still there.
Councillor Vernon-Jackson: Just to put it in context,
79% of councils do a magazine up to six times a year.
Mark is not typical of the vast majority of councils.
Sending a magazine out six times a year can in no
way be considered to be a conflict with a daily or a
weekly newspaper.
Ms Taylor: Also, there are a number of authorities
who improve the revenue stream of their local
newspapers by, for example, having them print their
in-house newspaper, so they are supporting the
sector in that way as well, and they also sponsor
environmental initiatives in their newspapers and
things like that. So there is a lot of joint working
between the commercial sector. I do not think it is as
black and white as wicked council newspapers
taking all the revenue from the commercial sector.

Q196 Mr Ainsworth: On the other hand, it is
interesting that Councillor Vernon-Jackson says we
are pumping money into the commercial sector on
the one hand, as if you are some kind of hero that is
keeping the whole commercial sector going single-
handed, and on the other hand you are arguing for
an end to the statutory obligation which requires
you to put public notices into those newspapers. I do
not think you can have it both ways.
Ms Taylor: I think that is a very specific thing. As to
those statutory notices, if you wanted to turn to the
back pages of that Comet newspaper, I think there
are two issues here. There is the amount of money it
costs the taxpayer to publish those and the fact that,
because they are in the back pages, they are in tiny
print, is that really the best way of telling people
what you are doing in their local area? Probably not.

So I think there are diVerent ways of doing that that
would be a more eVective way of communicating
with the public, and I think we have got to think
about that. They do cost thousands of pounds a year
to publish, but there is a lot of other advertising.
There is the copy that we provide in terms of new
releases and there are the campaigns that we run
jointly. So there is lots of activity that goes on
between newspapers and the councils.
Councillor Loveday: Can I just, finally, say on that
point, if we were to go down that route, we would be
subsidising 1,500 copies of the two newspapers in the
borough, but we would still then have to go out and
spend a lot of money communicating with the other
170, whatever it is, eight and a half thousand odd
residents in the borough, because we would not be
achieving the objective by placing advertising in our
local paper; we would have to do it again.
Ms Taylor: There is another example of a council
newspaper that is actually distributed by the local
newspaper; so in distribution as well there is a
revenue opportunity for the commercial sector.

Q197 Philip Davies: I do not know what your
motivation is for wanting to expand these council
publications. It may well be that you want to save
your council tax payers’ money (although when I see
many of the jobs advertised in local papers,
politically correct jobs, I wonder how serious some
councils are about saving taxpayers’ money, but that
is a diVerent issue), but I do not know whether it is
because you want to get your own propaganda out.
The bigger picture here, surely, is about democracy.
Surely it is essential in a successful democracy for
people in authority to be held to account. Who
would you think is best placed to hold the local
council to account: an independent local newspaper
or the local council publication?
Councillor Vernon-Jackson: I am sorry, it is not a
question that arises. We very strongly support
working with our local paper and work extremely
closely with them and all our local radio stations,
and we are lucky in comparison with Mark. We are
a defined city and so we have got a strong local
paper, we have got two city radio stations and we
work very closely with them to try to make sure that
they have information and that they are able to
challenge us, as they regularly do, but there are
things that they will not carry. One of the things that
was circulated was a “credit crunch special” to tell
people places where they can go for advice if they are
having problems with their mortgage, how they can
get advice about jobs, 20 things they can do with
their families for free in Portsmouth so they do not
have to spend a lot of money. Those are the sort of
things that the local paper will not carry and do not
carry. So I think we are complementary between
what we do and what the local paper does and what
the local radio station does, and we are not in way
fettering their ability to criticise us, as they regularly
do, even when we spend large amounts of money
with them.
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Q198 Philip Davies: What they will not carry is your
propaganda. That is what you find so nauseating.
You have got your positive spin on everything that
you do that you want to get out there and the council
do not always want to do it. So rather than accept
that, you have decided to trump them with your own
publication.
Councillor Vernon-Jackson: I think that is diVerent.
MPs have a communications allowance, which
many MPs use, to report back on what you do to
your local constituents, and you will carry
photographs of yourselves and things. Our rules say
that councillors will not appear in any of our
publications. There are no quotes from me in any of
it, no quotes from any other councillor, our leader of
the council, and in some ways I think that is
something we should maybe change, because by
refusing to have the publicity that was available, we
are not maybe allowing ourselves to be as
accountable as we could be, but we take a political
decision that we choose not to have councillors’
photographs, not to have us quoted in our
publications.
Ms Taylor: We do not have councillors’ photos
either. We have a readers’ column in our newspaper
which is in there every time. Our local newspaper has
no problem in challenging what the council is doing,
but there are areas where there are no local
newspapers and I do not know how you square the
circle if you need to inform your residents. If you
have not got a local newspaper, I do not see how you
would do that. We are fortunate enough to have a
very good local newspaper.

Q199 Philip Davies: Is it not amazing how you only
communicate with your residents all the good things
that the council is doing. Surely, if you were so
bothered about making sure that your local residents
were so aware of everything that was going on in the
local area, you would think, would you not, that a
fair proportion, therefore, of that space would be
taken up with all the things the council has got
wrong over the last few months or where the council
has been criticised by people, where there is a scandal
in the local authority? Is it not amazing how you are
so keen to communicate to all of your residents
about what the council is doing, but only when it is
good? If you are so bothered that everybody knows
what is going on in your local area, why do you not
put in there all the things that your council is
getting wrong?
Ms Taylor: I am very happy to go on the radio and
be interviewed by our local paper when people think
we have got things wrong. We do that very
frequently.

Q200 Philip Davies: Exactly. So now we are getting
somewhere. Are you happy to concede now that you
are not interested really in your local residents
knowing everything? Remember, your local paper
hardly goes to any local residents. That is why you
need to do your stuV. If you are worried that your
local media does not go to many households and not
many people listen to the radio stations, that is why
you need to do your council publication. Surely all

the more reason to start putting some of the negative
stuV in there, so all of your local residents know what
the council is getting wrong?
Councillor Loveday: Mr Davies, I think the diYculty
is that the starting point is that we are not there to set
up a newspaper; the purpose of the newspaper is as
a vehicle to communicate with residents and,
necessarily, we are going to communicate the
messages that we need to communicate.

Q201 Philip Davies: That you want to communicate
or need to?
Councillor Loveday: That we need to communicate,
because if we did not communicate with them, then
when it comes to changes in library opening times or
the decline in a particular tertiary retail frontage
which requires some support from residents by
advertising it, then that would not get done. It is a
communications driven operation rather than us
setting out to produce a democratic document. That
is the first thing. The second thing is that local
newspapers may be an important democratic tool in
many parts of the country, but the model in West
London is that they have failed to do that. We have
now the highest broadband penetration of any local
authority area in the country and things have moved
on. When people want to hold us to account they do
so in other ways, they do not do it these days by
buying and writing in to local newspapers. As to the
suggestion that we are not held to account when
those of you who were at the Labour Party
Conference will have seen trenchant criticisms being
made of our local authority from the platform, if you
do a Google search of our council you will find that
there is a very vibrant market out there for criticising
our local authority and we welcome the debate, but
I am afraid the debate these days does not take place
in local newspapers in our part of the country.
Maybe in other parts of the country, but not with us.

Q202 Philip Davies: It certainly does not take place
in this newspaper, that is for sure, because this is just
positive spin. I am just going to take you all in turn,
but we will start oV with Hammersmith and Fulham.
This is, let us face it, council propaganda
masquerading as an independent newspaper. There
is nothing here to the casual reader that would
indicate that this had anything to do with a council
publication. This is masquerading as an independent
newspaper. If you are so proud of your publication,
let us have it plastered all over it that this is a council
publication so that everybody who reads it knows
exactly where they stand when they read it. Why are
you not upfront about what this is?
Councillor Loveday: I can bowl for Britain on the
subject of propaganda, and Sefton Delmer and the
radio stations that were set up in this country during
the war, and the distinctions between black
propaganda and other propaganda, and so on, but
in terms of residents knowing that this is a council
newspaper, my simple answer is that we do test this,
and the latest survey showed that 80% of residents
said it was clearly a council newspaper. People are
aware of that. I suspect that 80% is a pretty good
score by any means.
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Q203 Philip Davies: I will give you a better score,
which is 100%. I guarantee to you that, if you were
to put on the front of your paper (and plaster it quite
prominently) that this is the newspaper delivered to
you by Hammersmith and Fulham Council, you
would be able to improve on your 80%, you would
probably be able to get to 100%. We would all know
where we were and also you would not need to spend
any money testing out whether or not people knew;
you would be able to know straight away that people
knew. I know you are obsessed with saving money at
Hammersmith and Fulham Council. I have given
you a perfect money saving idea, so can I now expect
you to save money on testing it out and plaster over
it that this is council propaganda so that your
residents know exactly what it is they are reading?
Councillor Loveday: Can I ask you a question?

Q204 Philip Davies: No, I am asking you a question.
Councillor Loveday: Will you give us the £400,000 to
put it through our paid-for local media, because that
is not going to happen.

Q205 Philip Davies: I am asking you, on here, to
make it abundantly clear to your residents that this
is a council publication, right on the front page. You
are saying how good it is. Why are you ashamed of
it? Surely you should want to be proud of the fact
that the local authority is putting out this kind of
propaganda. Let everybody know why you are
hiding your light under a bushel.
Councillor Loveday: The majority of copies, I think,
certainly did have a strapline reference.

Q206 Philip Davies: I am just unlucky, am I?
Councillor Loveday: No, I have not followed the
details of the straplines on the various editions. The
front cover, of course, is a slip advert, or a wrap-
around advert.

Q207 Philip Davies: Yes, inside is even worse.
Councillor Loveday: Inside this, obviously, the
front page—

Q208 Philip Davies: Yes, I know exactly what you
are doing: you are putting out propaganda and
masquerading it as independent news.
Councillor Loveday: Propaganda is a loaded word.

Q209 Philip Davies: It is indeed. Can I move on
quickly. I want to quickly take up Portsmouth and
Stevenage as well. You did say that there were no
pictures of any local councillors on yours.
Councillor Vernon-Jackson: Yes.

Q210 Philip Davies: But I have just seen three.
Councillor Vernon-Jackson: Absolutely, but there is
nothing with any editorial from any of them. We tell
people who their councillors are, and so the copy of
that was signed oV by all three parties and their
spokespeople to make sure it was clear it was not in
any way party political.

Q211 Philip Davies: Nobody is saying it is party
political. This is, again, Stevenage here. No
indication. It says, “The magazine for Stevenage
people”, not “The magazine for Stevenage Council”.
It would be more honest if you put it was the
magazine for Stevenage Council on the front.
Ms Taylor: It does have a back page with all the
councillors listed in it, so I think it is fairly obvious
that it is a council publication.

Q212 Philip Davies: Do you think then that local
newspapers would do more for community cohesion
if they printed half the paper in Nigerian, as you
seem to have done in your publication? Will that
help with community cohesion?
Ms Taylor: That was a specific project which we did.
We did a number of diVerent articles about people
that had come into the town, giving their
impressions of the town in both their own language
and in English, and that was specifically designed to
both draw together the Nigerian community, the
Filipino community (because we did one in Filipino)
and to let some of the people who were not minority
ethnic communities know what the impressions are
of the town when you come into the town, and it has
been very successful in the town. People have really
enjoyed those articles.

Q213 Philip Davies: Is Nigerian the only other
language spoken in Stevenage?
Ms Taylor: No, that was series of articles. There was
a Filipino one; there were a number in diVerent
languages. There was a French one, an Italian one
and a Chinese one.

Q214 Philip Davies: If it was demonstrated to you
that what you were doing was actually putting your
local newspapers out of business, if that could be
demonstrated to you, would you still carry on with
your propaganda or would you ease oV and think,
“Hold on a minute, keeping a local independent
newspaper is actually in the bigger picture important
and we do not want to be doing anything that might
put them out of business”?
Ms Taylor: There is no evidence to suggest that we
are.

Q215 Philip Davies: But if it was.
Ms Taylor: No, we would not stop, because we have
a duty to inform our residents of what is going on.

Q216 Philip Davies: The good news.
Ms Taylor: No, of what we spend their council tax
money on. We have a duty to support our voluntary
and community sector in promoting what they are
doing in the town and when you go through periods
like the recession, Vernon talked about his leaflet, we
have a similar one that we produce for our residents,
giving them contact details and vital information of
agencies that could help them through the recession
period. It is mainly focused on information, and I
think the dividing line between information and
propaganda, obviously there is a PhD thesis in that
that you could write, but we do have a duty to
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provide information, we have a duty to involve our
community in what we are doing and we try and use
our publication to do that as far as possible.

Q217 Philip Davies: Your case will be strengthened
if you ever put anything that was critical of the
council in it, but the fact that you do not, I am afraid,
undermines your case.
Councillor Vernon-Jackson: But we actually in
Portsmouth spent £970,000 a year of taxpayers’
money supporting the local paper.

Q218 Philip Davies: Supporting the local
community, putting in adverts and things.
Councillor Vernon-Jackson: Actually some of it, at
least, is wasted money, public money, that has little
or no eVect, but we do it because we are told we have
to do it by statute.
Councillor Loveday: Can I answer the last question
simply because ultimately, as I understand it, the
main concern of the committee is to deal with the
eVect of local authorities on the commercial side of
local and regional media. Mr Davies asked the
question, if it were proved or if it were established
that our activities on our newspapers would have an
adverse impact on the local papers, would we still do
it? That is ultimately a question of political
priorities. Local authorities do many things which
potentially impact on the commercial sector, and a
good example would be providing and supporting
business start-up units for small and medium sized
businesses. There are people out there in the market
who provide those and, potentially, by helping
provide and support small and medium sized
enterprises by providing those units, we impact on
the private sector, and we would have to take a view
as to whether it was better to spend large sums of
public money in supporting the media locally or
spending it on other things, and I am in no doubt
that some local authorities would go in one direction
and some local authorities would go in the other
direction.
Chairman: Let us move on to slightly calmer waters,
maybe diVerent waters.

Q219 Mr Watson: Can I ask you about your
advertising policies. Presumably you have got
guidelines about what advertising you would take
and you would not take in the newspaper?
Ms Taylor: We take no advertising in ours, so it is
not really a question for us.
Councillor Loveday: We have not got any formal
advertising guidelines, as I understand it, but, again,
we are still governed by the Local Government Act
in terms of party political matters.

Q220 Mr Watson: If I could take you to page eight
of the edition you have given us.
Councillor Loveday: I do not have a copy of the
paper.

Q221 Mr Watson: It is an advertisement for Guta Ra
Mwari’s book who lectures us about his 12 lessons
and 52 chapters of God’s work. It is some form of

religious advertising. If you have not got any
guidelines, presumably you are happy with religious
advertising.
Councillor Loveday: Yes, I did see that earlier. I
know nothing about this particular advertising.

Q222 Mr Watson: You have not got a problem with
religious advertising?
Councillor Loveday: I am sure that there will be—

Q223 Mr Watson: Would you take adverts from the
Church of Scientology?
Councillor Loveday: I do not think that has ever
arisen as an issue.

Q224 Mr Watson: Clearly newspapers have to work
out their guidelines on this. You have not got any
guidelines.
Councillor Loveday: I am not sure they publish
guidelines either of their advertising policies, and, of
course, do not forget, our local newspapers do
accept quite a lot of advertising for personal services,
which I am sure would not be appropriate for most.

Q225 Mr Watson: So you would not take personal
services but you would take religious advertising?
Councillor Loveday: One of the people who works
on the paper works as an advertising manager, and
I have no doubt that that would not be appropriate.

Q226 Mr Watson: Really, it is down to the arbitrary
decision of the person who takes the advertising; is
that right?
Councillor Loveday: Obviously, the statutory code
contains quite a lot of restrictions on various
matters.

Q227 Mr Watson: Can I take you to the next page?
There is a rather attractive deal for an XL pizza,
garlic bread and a can of drink for £11 from Perfect
Pizza, which, had it been in Westminster, I might
have availed myself of it.
Councillor Loveday: No doubt after today you will
get a special delivery!

Q228 Mr Watson: How much would that piece of
advertising cost?
Councillor Loveday: It is about £700.

Q229 Mr Watson: How much does Hammersmith
and Fulham spend health promotion and healthy
eating, would you know?
Councillor Loveday: As a local authority or
including the PCT?

Q230 Mr Watson: As a local authority.
Councillor Loveday: I cannot put a figure on it, I
am sorry.

Q231 Mr Watson: You would not see a super
carbohydrate, calorific feast like that as being in
conflict with some other policies that other sections
of the council might be promoting?
Councillor Loveday: I am not aware that we have
had any complaints about that at all, Mr Watson.
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Q232 Mr Watson: Gerald, I see you have Councillor
Mike Hancock as one of the three councillors here.
He is also an MP, is he not?
Councillor Vernon-Jackson: He is indeed.

Q233 Mr Watson: Has he ever purchased advertising
news in his communications budget in this
publication?
Councillor Vernon-Jackson: No. It would not be
appropriate. We do not go out for private adverts;
we will work with our partners in the PCT, the
police, the fire services, colleges, et cetera, but that
is it.

Q234 Mr Watson: Do you ever give equal
prominence to Portsmouth’s other MP?
Councillor Vernon-Jackson: If she was a councillor
and she was appearing in her role as councillor, then
she would get exactly the same treatment as any
other councillor.

Q235 Mr Watson: You do not see this as some kind
of political conflict of interest?
Councillor Vernon-Jackson: No. We only have two
Labour councillors left in Portsmouth now and, as
you can see there, they get an undue prominence
because they are treated as equal with everybody
else.

Q236 Mr Watson: I cannot quite remember my stats
but is it fair to say that the constituency represented
by Councillor Mike Hancock in his role as a
Member of Parliament would be seen as a Liberal
Democrat marginal seat?
Councillor Vernon-Jackson: No; a Lib Dem safe seat
would be a correct assumption.

Q237 Mr Watson: I am sure Mr Loveday might have
a diVerent view on that.
Councillor Vernon-Jackson: As Conservative
councillors keep defecting to us and not delivering
leaflets in most of the patch, I think the Conservative
Party is in turmoil there and we have not had Labour
councillors for many years.

Q238 Mr Watson: Mr Loveday, I must apologise for
giving the Liberal Democrat propagandist an unfair
advantage.
Councillor Loveday: Mr Watson, can I just mention
one point? The political constraints, which are
perfectly proper, do result in some very odd
consequences. I will give you an example. I think we
have already referred to it. It is in our newspaper at
page 2. One can see there that a by-election took
place. One can see the result of the by-election. The
position that was taken by the editorial staV was that
to go any further than simply reporting the bare
numbers and the statutory declaration there would
probably have gone beyond party political
constraints. It is a very odd concept.

Q239 Mr Watson: I think Mr Davies has probably
covered this but, as you have tempted me, if you were
arrested by the police for having a horse’s head in
your bed, do you think it might make the front page
of the H&F News?
Councillor Loveday: I am a lawyer. I would prefer to
think of myself as Tom Hagen rather than the
gentleman in the bed.

Q240 Mr Watson: If you were arrested for
corruption, for money laundering of Mafia cash,
would the editorial team think it a newsworthy event
that a local councillor had found himself in an
unfortunate position like that?
Councillor Loveday: I do not know because it has not
arisen yet.

Q241 Mr Watson: I think Mr Davies probably
answered that one, did he not? I want to get on to the
internet point. I do not think it is your job to save the
British newspaper industry and I do not think you
are responsible for its ills. I think Craigslist and
Google probably would be ahead of you in the queue
on that. You mentioned that you have broadband
connectivity. Do you see yourselves as moving into
other forms of media, like lifestreaming, radio, Kent
TV was an example, or are you going to email and
social networking?
Councillor Loveday: I think we would like to, simply
because it is a cheaper and more eVective way of
communicating with residents. We have a very
mobile population. In some wards we have a 30% to
40% turnover in population each year. Obviously it
connects with those people, transient people, much
more than with the settled population. We do put a
lot of work into testing how people interact with the
council, whether face-to-face or internet, and, where
possible, we provide that connectivity through the
internet. Paying bills and all of that sort of thing we
are doing as fast as we possibly can but in other areas
it has proved quite diYcult. We do twitter, I gather—
I do not personally but we do twitter. I am not a great
fan of the idea of webcasting council meetings. I
think in many cases you would get a very odd person
who would consider their time would be best spent
by looking at that.

Q242 Mr Watson: May I remind you that it was Mrs
Thatcher’s Private Members’ Bill that opened
council meetings up to public scrutiny.
Councillor Loveday: The reality is that we would
spend a vast amount of money and the indication is,
even from those local authorities that do it, that it
would not result in a huge expansion in the number
of people watching.
Ms Taylor: Can I answer your question about young
people? Contacting some of our younger residents is
quite diYcult through the local news media. My
daughter is 20 and I do not think she has ever picked
up our local newspaper. She might look at the front
cover but she would never read it. We have to contact
them in the way that they contact each other, and that
is why wewere quite early into social networking. It is
all a very strange world to me but I am experimenting
with it and lookingat it.FacebookandTwitter are the
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way that youngpeople communicatewith eachother.
We have just started a service where if you sign on for
the Stevenage Borough Council Facebook reports,
you will receive notices of what is going on in the
town. It is an information feed; it is certainly not
propaganda. It is about what is going on in the town.
If there is something coming on at our local theatre,
you will get it on your Facebook if you are registered.
It is optional; you can choose it. I see this as about
giving as much choice to people as possible in the way
that we communicate with them. That is really
important, particularly for some groups of residents
that we could not reach in other ways. We would not
reachtheunder-20sbyputtingoutanothernewssheet
or a diVerent news sheet. There are some quite
artificial thingsdoneaboutmaking it lookabit jazzier
orabitmore funky, someofwhichworkorhave some
success. The best way to contact them is the way that
theycontact eachotherandthathasgot tobe through
these new media—social networking and all the rest
of it. I think most councils now are taking a very hard
look at their websites to make sure that the websites
are not only giving out the information but that they
are interactive. Mr Davies made the point about
criticising the council. If youcangetonyourcouncil’s
website and say what you think about how they have
swept your street orpicked upyour litter, orwhatever
other service they are delivering, that is a very good
and quick way of getting that through to both the
council, the councillors and the oYcers in your
council. I am all for that. I think that is a much more
interactive way of communicating with the public.

Q243 Mr Watson: Do you know if any local
authorities on-line services take advertising?
Ms Taylor: Ours does not.
Councillor Vernon-Jackson: Ours certainly does not.

Q244 Mr Watson: Can I challenge your business
assumptions? This might be for Mark. We may have
reached the nirvana where the kind of soft subsidy to
the newspaper industry through your obligation to
buy advertising for statutory notices stands at
probably about £40–£50 million a year nationally. If
we were to release you from that obligation so that
you could put that on a website and therefore do it at
next to nothing or at no cost, and we get to the
position where Early Day Motion 2130 [Advertising
ofPublicSectorJobs] is supportedwhereeverypublic
sector job is available in an on-line, open standards
format, would that aVect your business assumptions
with your own print media in that you are no longer
essentially saving yourselves money through
subsidising your own paper? Would that enhance
your transition to an on-line platform?
Councillor Loveday: I think it is inevitable. You
mention in terms of statutory notices. I pick up on
whatMrVernon-Jackson said earlier thathedoesnot
actually believe that many people search planning
applications by looking through local newspapers.
What actually happens is that in many cases many
local authorities have the facility for you to be
emailed in the event of aplanningapplicationcoming
up in the vicinity of your property anyway, so there is

an active sense. I think that is the way forward.
Certainly, there isageneralmigrationofeverythingto
the internet because it is cheaper and more eVective.
Councillor Vernon-Jackson: In terms of money, we
spend £40,000 a year doing statutory notice planning
out of a budget of £970,000 that we put into our local
paper, so it is a pretty small amount of money but it is
a useful amount of money.

Q245 Mr Watson: Where does the £940,000 come
from?
Councillor Vernon-Jackson: It is mainly advertising
for jobs and things like that because we want to have
them on much more prominent pages as opposed to
the statutory notices which the newspaper chooses to
hide at the back.

Q246 Mr Watson: You are not statutorily obliged to
spend that money?
Councillor Vernon-Jackson: No, but we will do
because we want to attract really good people from
the local area.

Q247 Mr Watson: If you do not have a great reach
through the local paper, why are you making that
spend?
Councillor Vernon-Jackson: Because it does not just
coverour localauthority; it covers threeothers. Itgets
us to a wider job pool, and that is a better deal for us.
It covers half a million people but with only 30,000 to
40,000 sales. If people are looking for a job, they may
well go and buy that, or they may go on to the
council’s website. At the moment our choice is to do
both.

Q248 Mr Watson: Could you see a point in the future
where you just switch to save the £940,000 and put it
on your website?
Councillor Vernon-Jackson: I do not think I could
ever expect to do all of it there by any means. I think
there is always a need from our point of view to
advertise in the local paper. I do not know at what
level and the size of advert. We used to do great
adverts listing all the personal specifications, et
cetera. Now increasingly people are just putting in
adverts directing people to websites so that they can
get the large content on other website.

Q249 Mr Watson: You can get a broadband
connection for £6 a month now. It would probably be
cheaper for you to give the unemployed a free
broadband connection than take out advertising?
Councillor Vernon-Jackson: Possibly.

Q250 Mr Watson: In the Digital Britain Report, the
Local Government Association was asked to do a
review of council newspapers. Are you involved in
that at all or do you know where the LGA are at
with that?
Ms Taylor: None of us have been particularly
involved with it but I know that the LGA has been
looking at what the future is in terms of us
communicating through digital means rather than
through the paper means. We are looking at that. I
think we are at a transition stage here. Councils are
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still looking at paper communication, but we feel the
power of communicating in digital ways. I think we
have to be very careful about the possibility of
exclusion here. Although you rightly say that
broadband connections become cheaper virtually by
the week, and I certainly get a leaflet from Virgin at
least once or twice a month about how much cheaper
it is getting, there is a danger that people will be
excluded not onlybecause of cost butbecause of their
skills. Somepeopledonothave the skills tousedigital
media. We always have to be conscious of that and
aware thatwedonotwant to excludepeople fromour
communications. For the time being, we will always
have to use a wide range of media to communicate
with the public. We have not mentioned it here today
but there is also actually talking to people and having
local public forums and things like that where those
people who do not want to read things and do not
want to go on the internet can actually come along
and speak to us and that is just as important. We are
very nervous about not excluding anybody. You need
a very good coverage in libraries and places where
people can access the internet free to try to make sure
that you are not excluding anyone from this process.
Councillor Loveday: We have done similar work
trying to assess that. What the consultants, the in-
house people who produce these reports, always
describeas face-to-face facilitiesandoYceshavebeen
identified as still being necessary, particularly in areas
of deprivation, of which we have significant numbers
in our part of London.
Ms Taylor: One of the big benefits it has in areas of
deprivation of course is that you can produce very
local information forpeople. Ifyoucanfindapointof
access and you are certain that they have access to it,
you can produce very locally based information,
which is very helpful in some cases.

Q251 Rosemary McKenna: I think we are in a time of
great change in information exchange and there is a
big diVerence between the kind of newspaper or
magazine thatyouproduceandgoingon-lineandthis
kind of pretend newspaper because basically that is
what it is. That is exactly what Digital Britain was
talking about when it said that we need to examine
carefully if the Government should be able to make
any recommendations based on Digital Britain to
look at those authorities that are over-stepping the
mark in termsof what they are producing. If you look
at page 5 of your newspaper, there is a clear attack on
the Government. It is not an impartial article. It is
about business rates. It is about the views of
Councillor Loveday. People looking at that are
assuming that that has been written by a local editor
taking an objective stand, but it is anything but. It is
your council newspaper. I think that is what Digital
Britain and the Newspaper Society are concerned
about. I do think local newspapers are going to have
to look very carefully at what they do. I think they
shouldbedoinga lotmore. Iwonder,as someonewho
was involved in local government in the Eighties and
Nineties, if this did not all start because local
authorities thought they were getting a raw deal from
the local press that they did not like, the kind of
exposé that a newspaper is there to do.

Councillor Loveday: The answer to that is “no”. The
motivation is not to get back at newspapers. I have
cited the figures. Our paid-for local media does not
reach residents.

Q252 Rosemary McKenna: Maybe it is because you
have taken away all the stuV that they would
normally do.
Councillor Loveday: It was declining well before we
accepted advertising in any shape or form. It was way
in decline before that. I can produce copies of the
earlierversionsof themagazineH&FNewsandsoon.

Q253 Rosemary McKenna: There is a diVerence
between what Hammersmith and Fulham are doing
and what Portsmouth and Stevenage are doing.
There is quite a distinct diVerence there. That is the
argument or the debate. It was the OYce of Fair
Trading (OFT) that said there were real concerns
about this. I think that is the debate that will be had.
Councillor Loveday: As I understand it, the OFT and
the Audit Commission are both not proceeding with
inquires into this area.

Q254 Rosemary McKenna: That is a pity.
Councillor Loveday: Obviously, madam, it is a matter
for you, but the figures are there. I have shown the
figures. Our local media was in a parlous state well
before we took this initiative in response to not being
able to use them to communicate properly.
Ms Taylor: I think we are in a transition phase, and
you are right to point that out. Maybe some of the
pain that is being felt by newspaper editors is to do
with local councils but I think it is more to do with the
digital media and how that is taking over many of the
areas that traditionally have been their territory.
Gerald has already pointed to job vacancies. As for
propertyadvertising, Ihaveadaughterwhocurrently
is in the stages of buying a house. She has looked on-
line; she has not used local newspapers at all for that.
That is painful for local newspapers and they have to
address it. Local newspapers are also taking part in
this digital process. Many of them have very eVective
websites. Our local newspaper has withdrawn some
of their circulation of paper copy because they have
found that they reach some parts of our community
better through their web-based approach. They send
you an email alert when the new web edition is ready.
They are certainly moving in that direction. This
transition phase is painful for them and I think that is
more the reason for the problems than because of
things the council is doing. There may be the odd
council that is taking some advertising from them—I
do not know about Hammersmith and Fulham—but
for the most part this is to do with the interference of
digital media taking over, not councils taking over.
Councillor Vernon-Jackson: Last night for instance I
met a friend who is the editor of a magazine and they
just publish on-line now. They do not do any physical
copies any more because that is the way in which the
media has moved.

Q255 Mr Watson: Rosemary has brought this article
to my attention. There is a quote from you on page 5,
Mr Loveday, on business rates.
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Councillor Loveday: I am sure there is.

Q256 Mr Watson: It says: “Small businesses are the
lifeblood of the economyand forcing some of themto
payhigherbusiness rates, justas theyarestruggling to
stay afloat, is madness. There is no doubt in my mind
that this business rates rise will unnecessarily force
some small businesses to close and we are urging the
Chancellor to have an urgent rethink.” It goes on a
little further. In this article there doesnotappear tobe
a countervailing viewpoint put by your opponents.
Do you think that is a badly written piece? Is that
characteristic of this paper?
Councillor Loveday: Again, one of the oddities of all
of this is that I would be surprised if you find a quote
from any politician other than a member of the
cabinet of the council. The reason for that is that that
is the advice that has been given historically to
political parties of both persuasions when producing
these publications. I have a copy here of HFM
magazine, which was produced under the previous
administration. You will see it has photographs of
various individuals in it. You will not have found,
duringallof theyears that theycontrolledthecouncil,
a single photograph of one of our side. That is the
advice that we are given, that the quotes come from
members of the cabinet and that is it.

Q257 Mr Watson: So the only quotes in this
newspaper are from Conservative Party councillors?

Witnesses: Mr Andrew Harrison, Chief Executive, RadioCentre, Mr Travis Baxter, Managing Director,
Bauer Radio, and Mr Steve Fountain, Head of Radio, KM Group, gave evidence.

Q260 Chairman: We now move to the second part of
this morning’s session. We turn our attention to the
commercial radio sector. I welcome Andrew
Harrison, the Chief Executive of RadioCentre;
Travis Baxter, the Managing Director of Bauer
Radio; and Steve Fountain, Head of Radio at KM
Group. The committee has already received evidence
about the bleak prospects facing the local and
regional newspaper industry. We have also had it
suggested that if anything the prospects for
commercial radio are even more poor. Can you give
us your rough take on the current state of the
commercial radio sector and the future prospects?
Mr Harrison: Chairman, the revenues for 2009 are
projected to be down 11%; 2008 was down 8%; and
indeed we have had six successive quarters of decline
since quarter 2 of 2008. That is the state of play at
the moment. In terms of our share of the overall
advertising market, with our revenues projected to
be down 11%, that probably means our share of the
overall market is holding up quite well, given that
the overall market is probably declining to an even
greater extent than that with some of the pressures
facing, for example, the regional and national press.
Nevertheless, the crucial financial diYculty for the
small commercial radio sector is that we are a small
sector and the overall turnover of the sector is only
£500 million spread over 300 local commercial
stations, and so on average most local stations are

Councillor Loveday: I have not been through it but
that has always been my understanding that it is
members of the cabinet. Indeed, we have many
complaints from backbenchers on our side who say,
“I have been involved in something. I would like to
have my picture in the H&F News” and we say, “I am
very sorry, it has got to be on our side”.

Q258 Mr Watson: What you have is a very eVective
business model. It is not losing money. By the sounds
of it, it could make money. You have to jiggle the
figures a bit to make it break even. I am told we are
entering the post-bureaucratic age. Why do you not
privatise it?
Councillor Loveday: Interestingly, I gather we have
had an approach to purchase the paper, which in this
current media environment, I would imagine is
almost unheard of.

Q259 Mr Watson: Presumably you would consider
selling it if it would allow you to concentrate on core
services?
Councillor Loveday: It would be very complicated to
do but certainly if somebody is going to pay our
council taxpayers a substantial sum of money to do
this, then we would be silly not to accept it. We will
consider oVers.
Chairman: A pioneering council like Hammersmith
and Fulham could perhaps blaze a trail in this area. I
think we have spent enough time this morning.
Thank you very much for your evidence.

turning over only £1–£2 million. This is a succession
of small businesses. So it is a very fragile
infrastructure; it is also a sector with very high fixed
costs, partly as a result of some of the regulatory
environment in which we operate. Commercial radio
is very much fighting for financial survival. The
Myers report, which was recently commissioned as
part of Lord Carter’s Digital Britain Report into
local radio identified that seven local radio stations
have gone bust so far this year and identified
potentially a further 50 were vulnerable. Indeed,
Ofcom in its current consultation on the state of
local radio has also emphasised that the radio sector
is probably facing its most critical financial
challenges in its existence.

Q261 Chairman: There has been quite a significant
growth in the last few years of the number of radio
stations. Is it possible that there are simply too many
for the market to sustain?
Mr Harrison: Yes, I think there is no doubt that the
truth is that the radio sector’s share of advertising
revenue grew from around 2% at the start of the
1990s through to about 6% through the end of the
1990s. That was partly as a result of new
programming, partly as a result of new stations, and
so on. Nevertheless, given that the size of the
advertising cake for commercial radio is about the
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same as it was in 2000, the reality is that we are now
spreading our revenues across a very broad station
base. One of the things that we need to get clarity on
as a sector with Ofcom and with Government, partly
as referenced in the Digital Britain Report is how we
shape the future for an industry that has three tiers
of commercial radio, large national stations which
are on digital, the larger local and metropolitan
stations that are also on digital, and a tier of smaller
local stations on FM, each of which are
commercially viable as opposed to the current
uncertainty and regulatory burden where there is an
enormous number of stations fighting for a smaller
slice of the advertising pie.

Q262 Chairman: Do you have an idea about
minimum size of area or population which is required
to make a radio station viable?
Mr Harrison: The evidence from the John Myers’
report was that over 60% of commercial radio
stations serving an area of less than 250,000 were on
the borderline of profitability. There is clear evidence
from the Myers’ report that the broader the target
area that each station serves, clearly the more
audience they have the opportunity to secure their
commercial viability.Weabsolutely recognise thatwe
want to have stations serving smaller local
communities,but itwouldseemtobethecase thatany
station with a Total Survey Area (TSA), a potential
audience, of under about 500,000 is always going to
find it very diYcult to get to any critical mass to have
long-term sustainable viability. My colleagues may
have direct operating experience.
Mr Fountain: We operate seven, small-scale, local
radiostations,allofwhichrunata loss.The largestwe
have is about 250,000 to 260,000, which is in the
Medway towns. Thereafter, they go down to well
below100,000andthesmallest isabout70,000,which
isAshford inKent. It is particularly tough; it hasbeen
tough in the three and a half to four years I have been
there, but it clearly has become tougher in the last 12
to 18 months. Had we not been protected to a great
degree by a larger parent company, then we almost
certainly would have gone out of business.

Q263 Chairman: How long is your large parent
company going to be willing to go on?
Mr Fountain: We are part of the KM Group. So far as
they are telling me, at any rate, they are completely
committed to the future of the radio stations.

Q264 Chairman: Do they think that they can be made
profitable?
Mr Fountain: Yes.
Mr Baxter: There is only one comment I would make
on the point about population size as current: it does
self-evidently depend to a degree on the nature of the
economy that those radio stations serve. We have
amongst our nearly 45 radio stations a radio station
calledNorthsoundinAberdeenwhich isapopulation
centre from a medium perspective of around 200,000,
but it is self-evidently a very prosperous economic
centreand is averyprofitablebusiness for us. So there

is some diVerence between the markets that any
particular population size relates to based on the
economic dynamics of the market.

Q265 Chairman: The Government and Ofcom are
keen to encourage the growth of community radio
stations. Is that chipping away at the revenue base at
the same time as the nationals?
Mr Harrison: I think under the current regulation in
terms of how community radio is funded the smaller
commercial radio stations and the community sector
can quite happily co-exist. The reality is, though,
Chairman, that there are two tensions that are yet to
play out. One is that there are an awful lot of
community radio stations that havebeen licensedbut
are not yet actually operational, so we wait to see
whether there will be an impact cumulatively over
time. However, amongst the community radio
stations that have been licensed, perhaps
understandably from that sector, there is already
pressure on relaxation in terms of how they are
funded. Of course our concern would be that if you
end up with eVectively another sub-tier of
commercial radio, which would be advertiser-funded
community radio, alongside advertiser-funded
commercial radio, you will inevitably get a squeeze.
To be fair, that has not happened quite yet but it is
certainly something on which we are keeping a
watching brief.

Q266 Chairman: We were given evidence for instance
that up to half of the 1300 local and regional
newspaper titles could close in the next five years. Do
you have a general view as to how many commercial
radio stations there will be in five years’ time as
compared to today?
Mr Harrison: The evidence that we submitted to the
Myers’ review forDigital Britainwesupport, which is
that we estimate up to 50 of what is just over 300
commercial radio stations could go bust in the next
year or two without significant regulatory change or
intervention. That would be of the order of
magnitude of one-sixth or one-seventh of the
universe, I guess.

Q267 Chairman: Did you say 350?
Mr Harrison: About 340 in total.

Q268 Chairman: Of those, how many are making a
profit at the moment?
Mr Harrison: Less than 20%.

Q269RosemaryMcKenna:Thecommercialvaluehas
dropped dramatically of the radio stations. I am
thinking about what happened to SMG when it
purchased Virgin Radio. They lost a huge amount of
money.
Mr Harrison: In that particular deal, from
recollection, SMG paid order of magnitude £200
million in2000or so forVirginRadio. Itwasacquired
recently by Times of India Group for order of
magnitude £50 million. So in the course of seven or
eight years, the transaction value at least declined
four fold.
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Q270 Rosemary McKenna: Would that be typical of
thecurrentsituationorwasthatanunusual situation?
Mr Baxter: I think it was slightly unusual and
possiblyunusual totheUKmarket.Someoftheradio
assets that were traded at he back end of the Nineties
were on high profits but there were huge multiples of
those profits that were generating the capital value of
theassets, and toadegree theremayhavebeenbubble
being created there through both enthusiasm around
the media but also a trend through the Nineties,
which was probably a more positive one for
commercial radio overall.

Q271 Rosemary McKenna: Can we move on to
another issue and that is the impact of the decline in
advertising revenues on the quality of local
commercial radio output, in particular the provision
of news. Do you feel there has been a decline because
of the loss of revenue?
Mr Harrison: I guess there are two things in tension
there. The first is that we would not accept there has
been any decline in the provision of news. All of our
stations are absolutely committed to local news
provision; it is a critical part of our format and our
licensing. All the evidence that we have from
RadioCentre from all the surveys we have run of our
members is that commitment to local news, traYc,
travel and information is often what sets us apart
from both rival commercial stations but of course
fromtheBBCaswell.Ultimately, all stations canplay
music from the vast music repertoires that are out
there. We recognise that local content as critical. The
flip side to your question is clearly one of the reasons
why we are here giving evidence, which is that we are
a small sector and revenuesare under pressureand we
do have a high fixed cost base. Inevitably, therefore, if
you have a high fixed cost base, the pressure is on to
make sure that your variable costs are under control.
As I mentioned in my introductory response, we have
seen about an 11% decline in revenues this year.
Broadly speaking, if we take as a simple straight line
for the purpose of this exercise that the profit margins
of the sector were 11%, that means the sector broadly
is trading overall at a loss and we think the whole
sector is tradingata loss. Inevitably, toyourquestion,
it puts an awful lot of pressure on the creativity and
ingenuity of the stations to ensure that the
programming costs are as well spent as they can be.
However, to be fair, the commitment to news remains
one of the cornerstones of our oVer.
Mr Baxter: May I make a brief comment on that? I
picked up some data on our business before I left the
oYce yesterday. We produce about 646 bulletins on
any given weekday with between eight and 40 local
storiesbeingcreated foreachstationagivenday.That
reaches a total of about 4.5 million people a day
listening to our bulletins on Bauer Radio radio
stations. It isa fundamentalpartofwhatwedobut,as
Andrewsaid, thecommercialchallengesofdoing that
as eYciently as possible are key to us and capturing
every possible opportunity to operate using new
technological advances to the maximum so that we
can retain that quality. Our business won 20 Sony
awards fornews in the last threeyears.Youknowthat
is the industry standard. That is competing against

theBBC.Wethinkwearehittingthequality threshold
but when I started in broadcasting 30 years ago, we
used reel-to-reel machines; we had to go out, bring
them back, edit them with a razor blade. Now it is all
electronic. That whole systemic eYciency is to a
degree not reflected in the regulatory environment we
have to live with, and we would like to change that so
that we can capture those eYciencies and keep the
front-of-house quality.
Mr Fountain: Our news requirement comes from a
news hub. We simply would not be able to aVord to
run seven local news services, so we have a team of
journalists running out of one hub that supplies news
to our seven radio stations. Geographically we are
unique; all of our seven radio stations are in east and
west Kent, so everything is in the same county.
Frankly, if abig storybreaks inonepartof the county,
it is just as important in another part of the county
quite often. We are able just to run the one news
service on which we run 12 local bulletins a day
Monday to Friday and then six on Saturdays and
Sundays. We have not suVered, as far as we can tell,
looking at our audience numbers, from going down
that path.

Q272 Rosemary McKenna: What about the
investment in journalism? Are you still on local radio
stationsable to invest inbringing inyoung journalists
and training, et cetera?
Mr Fountain: It is where we begin. In sporting terms,
in football terms, we are verymuch conference league
or perhaps third division. Part ofour role, as I see it, is
that it is our job to bring new talent into the industry,
whether it is news or programming talent of another
format, and to develop that talent so that they can go
on to work for the kinds of stations that Travis
mentioned.
Mr Baxter: We share that view totally. An individual
station with us might have between six and nine local
journalists based in the radio station, maybe a bit
more if we are covering sport with live commentary,
which we do for a number of the stations, including
our station in Liverpool. We generally take a view
that as well as keeping some very experienced
editorial skills on the team so that there is good
editorial judgment taking place, we want to bring
youngsters through, probably people who, being
realistic, are not going to spend the majority of their
journalistic career within commercial radio, but we
give them the great opportunity to work across a
broad range of activity very quickly.

Q273 Rosemary McKenna: You also get their
enthusiasm and their freshness?
Mr Baxter: Absolutely, their creative ideas about
both how they deal with content from a creative
perspective but also how they deal and migrate it on
line and so on. We accept that after a period of time
theymay well pursue their careers into otheravenues,
but we capture that and cultivate it and train it while
it is with us.

Q274 Mr Watson: If you do not mind me saying,
TravisandSteve,youhavethebest radionamesIhave
ever seen.
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Mr Baxter: The truth of it is that we were both on the
air as well.

Q275 Mr Watson: Can I ask you about Digital
Britain and the Digital Britain Report? Do you think
the report gave a good way forward for the
commercial sector to journey out of its current
troubles?
Mr Baxter: Perhaps I could ask Andrew to give an
overview on that and then maybe we can give our
respective views?
Mr Harrison: To give an overview, I think the short
answer to that is “yes”. One of the fundamental
issues the sector faces right now is the appalling cost
of dual transmission. Ultimately, right now, this is a
small sector and very many of our stations are
simultaneously paying for the cost of analogue and
digital transmission. That clearly does not make any
financial sense. What we advocated for in Digital
Britain was a pathway for all stations to end up with
a very clear plan of what is the single transmission
platform for them. That led, as I said in my opening
remarks, to three very complementary tiers of the
commercial radio oVer. The first tier is a strong
national oVer on digital to compete with the BBC,
and that is critical for the sector because the truth is
that the FM spectrum is full. I am sure all of you will
know from some of the other conversations we have
had before that the BBC dominates the gift of
analogue spectrum. It has four national FM
stations; we only have one with Classic FM. For the
sector to compete and capture its share of national
advertising revenue, the ability to have a national
digital platform I think is critical. As we then had the
conversations with Digital Britain, I think it became
very clear to all of us that you cannot just migrate
national stations to digital and leave all of the large
metropolitan local stations, like City in Liverpool
for example or Metro in Newcastle, all the BBC’s
local stations, as analogue only. The listeners to
those stations will want the functionality, experience
and benefits that come with digital. It is then very
important that we have a second tier of the large
local and regional stations which also migrate to
digital. Critically, however, that nevertheless leaves
an important third tier, which are the smaller or the
rural stations for which either DAB coverage is
currently not present—there is just not the
transmitter build-out in some of the rural areas—or
for which it is likely to be prohibitively expensive
going forward. That sector equally needs clarity and
that sector being able to stay on FM alongside
community radio we feel gives a very balanced
ecology where the sector has the most opportunity to
compete and the lowest cost base because each
station can ultimately choose whether it is on one
transmission methodology, i.e. digital, or another,
analogue. At the moment, we are in limbo where
stations are paying for both but the profitability of
the sector is fragile and there is not a plan. So we
absolutely welcome the beginnings of that plan,
which we recognise is the start of what is going to be
a long and diYcult journey as stations migrate and
decide if their future is on digital only or their future

is on analogue. The quicker we can move the
industry there, clearly the better for the fragile
economics of the sector.
Mr Baxter: Perhaps I can encapsulate some of the
things we sent in to the Carter Review. Our business
view generally is that the future is digital. There is
hardly the need for me to make that clear to you. Our
view has been for the last ten years that we will look
at all platforms as we develop our business. We have
successful radio stations, primarily operating for
example oV the audio channels on the freeview
digital television system. However, within that we
think it is of real value for radio to have a bespoke
platform and the one that is available to us that is a
bespoke broadcast platform is DAB. It has,
however, taken 12 to 13 years of very slow
development for that platform to get to its current
state. Therefore, our proposition to Carter’s Review
was: let us get on this horse or get oV it. We think we
should get on it and put every possible energy we can
over the next view years into getting consensus,
direction and pace into the whole process of take-up,
like there has not been during the last 12 years. If
that can be achieved, it will produce a new resonance
for commercial radio as a whole, indeed for the
whole of radio. It will help position radio more
eVectively in the fragmenting media landscape we all
have to deal with and give us an opportunity, as
Andrew said, of clarifying our investment levels
around platforms where currently we are having to
pay for two when, in a future where either one is
successful, we would only have to pay for one,
thereby allowing resource to be put into developing
content and other things around our business.
Mr Fountain: KM Group does have a digital
platform. It is currently costing us over £100,000 a
year and we get absolutely nothing back from it. I
think the company at the time, six years ago, took
the view that they wanted to be a part of the future.
Circumstances since have not really helped them to
be able to develop that particular medium. I think
we too take the view that we would want to be part
of a digital platform going forward, but there are a
number of issues that would need to be overcome,
not least of all the cost of entry and also in our
particular case our DAB coverage and the coverage
of our FM stations is not mirrored. We have better
coverage right now on our IrFM platforms than we
do on our one single DAB coverage. The problem
around the coast, if you take that from Medway
right the way round perhaps as far down as Rye,
around the Kent coast and just touching into Sussex,
is such that DAB does not actually reach into large
parts of that coastal area.

Q276 Mr Watson: Would DAB plus?
Mr Fountain: I could not answer that because I do
not actually know.
Mr Harrison: No, there is no diVerence in terms of
the coverage for DAB or DAB plus. DAB plus is just
a diVerent method of compressing the signal so you
can actually get more signal down the pipe, if you
like; you tend to get more stations, but it does not
actually aVect the coverage.
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Mr Fountain: You can see that in order for us to
extend the coverage of DAB, there is clearly a cost
involved, and there is also a conversation to be had
between Ofcom and the French communication
authorities as well.

Q277 Mr Watson: Presumably you are all relatively
happy with what is quite a demanding timetable
outlined in Digital Britain if your view is that we
should just get on with it and do it?
Mr Harrison: I think you have expressed it exactly
right. The timetable is demanding. I think it is set
deliberately as being demanding. Digital Britain
does not set a date for switchover. What it sets are
two criteria that it says are axiomatic to be hit before
switchover can be contemplated: one on listener
levels and one on coverage, both of which we
support. The aspiration in Digital Britain is to try
and hit those two gates, if you like, by the end of
2013. On what Travis was saying earlier on, we think
that is absolutely right, that the industry now works
terrifically hard together, alongside the BBC and
alongside the Government and the regulator to do
our very best to hit those criteria. Once we then hit
the criteria, the Digital Britain report identifies that
it will probably take a couple of years from the
criteria being hit before we could actually
contemplate switchover. That is aggressive but we
think it is appropriately aggressive against the
context of an industry that is clearly struggling
financially now, and the vast majority of my
members are highlighting the cost of dual
transmission as the single biggest cost issue that they
face and self-evidently one that could be eliminated
the quicker we can get to a decision one way or the
other.

Q278 Mr Watson: May I ask you a bit of a left field
question? You are quite confident that we should
move to digital radio quite quickly. How confident
are you that consumers will want to make that
journey and that they will not migrate to internet,
radio or choose to listen to livestreaming sites like
Spotify?
Mr Harrison: There are two diVerent points there.
We are quite confident, as you say, about the
movement to digital, but purely because what the
Digital Britain Report sets up are consumer-led
criteria to drive that change. The criteria are
absolutely that we will not move until coverage is
built out to match FM. It would be absolutely
suicidal for the industry to switch people oV who
currently listen and enjoy radio services, so it is
axiomatic that we have to build coverage out.
Secondly, the criterion is that listenership to digital
has to be that the majority of all listening has to be
to digital before you would contemplate switchover.
We are not going to rush into this without being led
by the consumer. What we are trying to do, as Travis
said earlier, is inject some pace, momentum and
energy into the process. If we wait for the natural
replacement of sets and the natural progression of
DAB—it has taken a long time to get to the listener
levels we have right now, we still have all of the
BBC’s services for example available on analogue—

it is going to be very diYcult to kick start the
progression. We are very comfortable but we are
comfortable because it is led by the consumer. The
second part of your question is: are we worried
about competing services? We are absolutely. I think
there is a whole generation of new entrants into the
market—Spotify, Last.fm, Pandora—available on-
line, all of which are unregulated and against which
we are competing for listeners and for advertising
revenue. When you have a small, heavily regulated,
constrained local radio sector competing with an
unregulated world-wide series of music oVerings,
that is one of the challenges we have to face. We are,
however, absolutely committed to the importance of
a broadcast transmission methodology for digital.
That is not to say that the internet will not be an
important complement to that but our business
model is based on a broadcast signal of one signal to
a wider audience. There is very little evidence so far
that on-line music oVerings are in themselves
profitable business models. For UK citizens and
consumers, for our listeners, we think it is absolutely
critical that radio remains free at the point of
delivery. That has been one of its great strengths ever
since the BBC was founded in the 1920s. Of course
at the moment, although as I heard this morning the
cost of broadband is potentially down to £6 a month,
nevertheless, to access any internet-delivered service,
you have to pay an ISP connection. That may
change but I suspect we are a long way away from
that.

Q279 Mr Watson: It has been said that pirate radio
in Britain was killed oV by statutory licensing of the
commercial sector. Would you feel threatened by a
statutory licensing regime for on-line music
streaming?
Mr Harrison: No. I think we have always advocated,
whether it is competing with on-line media or
competing with the BBC, that what we want is a level
playing field in which to be able to compete. While
we have never had any discussion about how that
might work in practice, we are more than happy to
compete and fight for audience share against all
oVerings, but we do want the playing field to be level
as we do so.
Mr Baxter: About Spotify and other things, so far
the evidence we are collecting seems to suggest that
people who are consuming those sorts of music
streaming channels are consuming them in addition
to what is their traditional amount of total radio
listening. I am not suggesting that we should not be
conscious that things may change over the next few
years but I think that gives some indication of the
strength and the value of us investing in content.
Therefore, from a commercial perspective, that is
something we will choose to do, be it news, quality
presentation, entertainment, all of those things that
radio is about that makes it close to you and makes
it your friend. It is a personality not a utility. Those
things drive our commercial agenda. We do not need
a regulator to make that happen. My second point is
around the bespoke platform. As Andrew has said,
we think a bespoke digital platform for radio, DAB
is the one, is a good thing for us. If you just took car
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listening as an example, even with the internet
protocols and the various distribution channels that
are available to get streamed, live content through
those channels to a car listener, which makes up a lot
of radio listening, that is still a very hard thing to do.
Again, some of radio’s benefits are that it is your
friend and it is live; it lives the day with you.

Q280 Mr Watson: Do you think the car industry is
suYciently prepared for the digital revolution?
Mr Baxter: I think we have had some very
encouraging conversations with the motor industry
over the last six months. The response to Carter’s
work during the beginning of this year has helped
galvanise interest in that area quite significantly, so I
think there is a very diVerent aura around those
discussions than there was 12 months ago.

Q281 Chairman: Just on the cost of the digital
upgrade, what is your best estimate of how much it
is going to cost?
Mr Harrison: I was on the working party, the Digital
Radio Working Group, that was the forerunner for
Digital Britain. That working group identified the
cost of build-out, the one-oV capital cost, as between
£100 million and £150 million. That is quite a spread.
The reason for the spread ultimately depends on
what degree of coverage build-out you get to from
equalling FM to universality and at what signal
strength. Of course, you get real diminishing returns
as you go to the very rural areas. That is the reason
for the spread. There has been a lot of debate about
that number. In reality, the way we have tended to
look at it is that if you take that spread of £100–£150
million over the 12 year period of a licence, which is
typically when a radio station is licensed or a
multiplex is licensed, and if you said for round
figures it is £120 million, that is £10 million a year for
the licence period. I think it was £10 million a year
that the Secretary of State quoted for example last
week. Funding that we have always felt is actually
absolutely critical to the build-out and conversation
to Digital Britain. The commercial sector is
absolutely happy to pay its way to the extent that the
build-out is commercially viable but, after that, there
is a clear public policy imperative. If the
Government and Parliament decide that it is
important to have a dedicated transmission
structure for radio, that will be a public policy
decision and it will need funding. That said, we
believe that funding is very aVordable. If you take
that £100 million number, we believe that, for
example, the BBC would save much more than that
over the period of the 12-year licence just on what it
will save on FM transmission alone, so there is a
straightforward business proposition. Another way
to think about the £100 million over a 12-year licence
with the current licence fee settlement for the BBC at
around about £3.5–£3.6 billion a year is that over 12
years that is £43 billion. The £100 million
infrastructure cost for DAB radio is less than a
quarter of one per cent of what the BBC’s income
will likely be over the next 12 years. So it is eminently
aVordable if there is a public policy decision that it
is important to do that build-out.

Q282 Chairman: Those two arguments suggest that
you are looking for the BBC to pay for this.
Mr Harrison: We have said very clearly and very
fairly that we are absolutely happy to pay our fair
share in our way to what is commercially viable.

Q283 Chairman: What does that mean?
Mr Harrison: That means that we have already put
our hands in our pockets substantially to build out
coverage on a local and a national basis as far as we
judge is aVordable. I think realistically, given the
state of the sector, the vast majority of the cost going
forward, which is primarily designed to meet the
BBC’s obligations of universality rather than the
commercial sector’s obligations of viability, should
rest with the BBC.

Q284 Chairman: So whilst RadioCentre is keen to
move ahead with the digital upgrade, the economics
of your sector at the moment means that you cannot
really aVord to put any more money into it?
Mr Harrison: We believe that transmission coverage
build-out is axiomatic; it is one of the criteria to
aVect switchover. We cannot aVord it but we
absolutely believe the BBC can.

Q285 Philip Davies: Andrew, on this part can I ask
you about how representative your view is of the
industry as a whole? It was over this issue it seems
more than any other that UTV Radio quit the
RadioCentre and said that it felt that it was no
longer representing the interests of the wider
industry and gave too much power to its biggest
member.
Mr Harrison: Yes, UTV did say that. Scott Taunton,
the UTV Radio managing director, actually
represented the commercial radio industry with me
on the Digital Radio Working Group through all the
peer-work that was done for Digital Britain, and so
they have been intimately involved. To be fair to
UTV’s position, they have a particular reservation
over the date and the timing for digital, but to be fair
to Digital Britain, and indeed we await the clauses of
any potential Bill because it is not yet written, there
has never been a formal switchover date actually
agreed. Although, for example, I think Scott in his
Guardian article yesterday talked about a 2015 date
being farcical, that date has never been set. What
have been set are two consumer-led criteria that have
to be hit and then a transition period after that
before we all migrate. As Travis said earlier, the
majority of opinion across the sector, and certainly
across my members and representing my board, is
that we need now to put our foot on the gas and
work hard to deliver the criteria. Inevitably, there is
going to be a spectrum of views with diVerent
businesses in diVerent places in terms of their own
business models as to the urgency or not they see
behind that. UTV are absolutely right to have their
own position. They are more at the tail end of the
timing.

Q286 Philip Davies: UTV did not just say that they
had a diVerent position to you. They said something
a bit more fundamental than that that they felt that
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you were no longer representing the interests of the
wider industry. It was not just as if they had a
disagreement. They were indicating that there were
others in the sector who shared their view. Do you
accept that there are many others or some others in
the sector that would share their view?
Mr Harrison: I would absolutely accept that we are
a broad church and there is a breadth of opinion. I
represent large and small stations, local and
national, rural and metropolitan, so there is a
breadth of opinion. To give you an example of that,
our other major national station member that is on
AM is Absolute Radio and they believe that the
timing for digital should be sooner rather than later.
They already have over 50% of their listening on
digital platforms, one way or another, so they would
move sooner. I have a number of digital-only
stations in membership, stations like Jazz and Planet
Rock, which clearly are already digital only and
would like to be in the vanguard. Inevitably, there is
a spectrum of opinion and we try our best to reflect
the overall views. The truth is that it is very
unfortunate that UTV have left membership but we
continue to represent the vast majority of the sector
and its stations and will continue to try to steer a
path, helping Government and helping the regulator
through this tension.

Q287 Philip Davies: My final question on this is: do
you anticipate anybody else leaving?
Mr Harrison: We will wait to see what happens and
what the clauses in the bill are and then inevitably
people will decide whether or not to support it. I
would hope that would not be the case and that
when we see the bill, we will continue to represent the
vast majority of stations.

Q288 Chairman: Can I turn quickly to the local
ownership rules? There are obviously proposals
which Ofcom has been consulting on. Can you say
how important it is to you that changes should be
made to those rules?
Mr Harrison: Changes to the local ownership rules
mean another very important deregulation for the
sector. The truth is, as we have submitted on many
occasions, that we have a number of regulations
around how we operate. One of the additional
constraints has been around our ability to own either
a collection of radio stations in an area or to share
ownership with newspaper groups or other media
outlets. As we compete more and more with
deregulated media competitors, and the BBC locally
has the ability to cross-promote across television and
radio and on-line, it is more and more important in
the current environment that we have the
opportunity to partner, to merge or join with other
media where that is appropriate. Do I think there
will be a real rush to do that? In the current economic
environment, probably not, but over time, having
that flexibility to operate rather than it being
constrained by primary legislation would be an
important step forward for the sector and ultimately
I would hope would be one of the possible triggers
for extra investment into the sector.

Q289 Chairman: Are you aware of any potential
mergers or takeovers which currently are not
allowed under the ownership rules but which might
be triggered if they were to change?
Mr Harrison: No. To be fair, we felt over the last
couple of years that the deals that took place in the
sector, for example with Bauer Media buying Emap
or with Global Radio buying the Chrysalis GCap
businesses, that those deals took place under the
current ownership rules, but the truth is that we will
never know whether there was a major cross-media
player out there that never even considered bidding
because the current legislation precluded them from
doing so. We would certainly like to think that what
we oVer in terms of audience scale, breadth of
advertisers and our news and local coverage would
be pretty attractive to some of the other players who
are also in that space, be it newspaper groups,
television groups and so on. We would like that
opportunity over time to compete with other sectors
of the economy where there is more freedom to
operate.

Q290 Mr Sanders: What are your views on the three-
tier structure that Ofcom has proposed?
Mr Harrison: The three tiers for national stations,
regional and the smaller ones?

Q291 Mr Sanders: Co-location, regional stations
sharing multiplexes and development of
community radio.
Mr Fountain: The conversations that the KM Group
have had with Ofcom over the last two years have
enabled us to carry out a significant amount of co-
location. If we had been geographically placed in
another part of the country, perhaps they would not
have been quite as forthcoming as they have been.
Because we are basically broadcasting to one county
geographically, they did not see any particular issues
with us co-locating. In most cases the stations were
quite close, within 15 or 20 miles geographically as
well. We put three stations into one building and
three stations into another building in Ashford and
we have one out on a limb on the Isle of Thanet. We
do not really have any particular plan to move them.
However, when I did suggest that we may like to
consider that, I was told that that it is probably not
a good thing to go forward with that on the agenda
at the moment because it is some distance away from
where we would want to locate it. That idea was then
put to bed, but it was still in the same county,
nonetheless. To be fair, Ofcom have been very
helpful as far as the KM Groups is concerned but I
do think it is because of our geographical location
much more than the fact they just happen to like me
or like our group. It is just the fact that all of our
stations are very close together; they are
broadcasting to one country; and we do not have
county boundaries.

Q292 Mr Sanders: Your experience is untypical. I am
wondering how realistic it is in other parts of the
country.
Mr Fountain: Evidence suggests that it is much
tougher, there is no doubt about that.
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Mr Baxter: I can talk to you briefly about our
position on co-location, which is that so far we have
not really taken much advantage of it. I think
technically we could join together our radio stations
Key 103 in Manchester and Radio City in Liverpool
with Warrington but we have chosen not to do so.
They are still based in Manchester and Radio City is
up the 1960s tower in Liverpool. So far, we have
taken a view that having a presence in these large
metropolitan markets, which are a little diVerent
from the ones that have just been outlined, works to
our commercial benefit because we are, after all, a
business operating in the community as well as an
entertainment and information provider in the
community. I do think that some of the regulations
that we have to work with are a bit anachronistic. We
are required to do a whole range of things which we
could probably do more eYciently. Just as an
example, if I chose to say that we were going to have
an improved news-gathering operation across our
network of stations and we were going to place in
hubs some of the news production and presentation,
we start to fall into all sorts of areas of regulatory
issues that we need to address. If, for example, I want
to find a fantastic broadcasting talent from the
north-west who I might think fits across three of our
stations in the north-west, I may hit a boundary in
terms of regulation. Fundamentally, as I have said,
our business is local. We need to reflect those areas
and be part of the business community, but where
there is an opportunity which still has a relevance
and a resonance to a region, it would be nice to be
able to move and take that opportunity, without
having always to go back to the regulator and have
a conversation. I think one of the issues in that is that
it aVects how we approach our business from a
cultural perspective. Sometimes, if it is sluggish as a
result, and we are always cross-checking with the
regulator, then there is the opportunity of another
business entirely to come across on the outside of us
and snatch some of the opportunity we are trying to
capture. You talked about community radio.

Q293 Mr Sanders: Yes, that is the third point of the
three-tier structure. My fear here, and you may be
able to answer, is that this idea of switching over
from analogue to digital will leave a large number of
community radio stations still on analogue. If there
is then no funding for the upkeep of the analogue
transmitter network, what happens to the
community radio stations that are being invested in
and starting up at the moment?
Mr Baxter: The analogue transmission network
consists of a transmitter and a pole in the ground,
and away you go. It can be relatively
straightforward. There a lot of the community
stations that are not perhaps as committed. Again
talking about Manchester where we are, we have a
huge transmitter up a giant TV pole in Manchester.
It costs us more to broadcast on FM in Manchester
than it does to broadcast on DAB. For a smaller
community station, the inverse can be the case, so a
small transmitter that is based on a high-ish building
with a very cheap antenna on the roof can do the job
for the sorts of areas that they serve. From an

infrastructure perspective, from the operator side,
that can be resolved. All the evidence to date is that
as these new receivers are brought in to the market,
they actually are going to be multi-platform. We
have seen DAB and FM combined in just about
everything and increasingly you see these WiFi
access points provided within the set. It is a bit like
mobile phones; the proprietary platform, which is
the radio set, also has a number of diVerent access
points built into it. So I do not, at this stage, see the
stations that remain on FM being disenfranchised,
but your point is well made because if they are going
to stay there, we need to make sure that there is a
means by which people can receive their stations.
Mr Harrison: Just building on the answer that Travis
gave, and I think it is a very helpful question, the cost
of maintaining the FM infrastructure, which is also
we estimate about the same as the cost of conversion
to digital, is primarily the cost of building out that
national infrastructure. If, for example, you think of
Radio 2 on 88 to 91 FM, that means you need to
have transmitters all over the country capable of
taking a signal between 88 and 91 FM eVectively on
quite a narrow piece of bandwidth. We think the
migration to digital is going to free up quite a lot of
FM spectrum, both for the smaller commercial
sector stations that want to stay on digital, some of
which for example might be the UTV stations that
Philip Davies was speaking about earlier, or for the
community sector. If we can ensure that those are
local stations serving local communities and only
need a mast and a signal strength to serve a relatively
small geographical area—a small town or
whatever—then I think we can have both systems
potentially co-existing rather well.

Q294 Janet Anderson: I wonder if we could turn to
the issue of music licences in the workplace? I was
very surprised recently, and I have an equestrian
centre in my constituency in Darwen, and the owner
wrote to me to complain—she only employs a
handful of people—that she was required to get a
music licence because they wanted to listen to the
radio when they were grooming the horses. I took
this up with the Minister and he confirmed that that
was indeed the case. This was something that was
raised with us when we visited Real Radio in
Yorkshire. What are views about that and have you
measured the likely impact on the reach of
commercial radio?
Mr Harrison: Our views on this are very
straightforward. We already pay 10% of our revenue
to license music. We pay the record labels, the PPL,
and we pay the artists and composers, the PRS. We
already pay once for that broadcast licence. We
think it is incredibly unfair that there is in eVect
double taxation on the consumers of our product
that they are then obliged to pay for having the radio
on in the workplace. It would seem a transparent
example of iniquitous double taxation. The evidence
we are beginning to pick up is that the rather
aggressive licensing demands that the collecting
bodies like the PRS and the PPL are putting on small
shops, oYces, hairdressers and factories are
beginning to lead to a flurry of people certainly
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writing to us. I probably have 60 or 70 emails from
people saying that they are going to switch oV the
radio. We are now tracking RAJAR quite closely,
the audience measurement system, to see whether
this is tracking through into a decline in listenership.
We are very worried about it. Encouragingly, there
was an important copyright tribunal case, the results
of which were published last week, between the
hospitality sector (pubs, clubs, nightclubs and so on)
and the licensing bodies, which eVectively ruled that
the licensing deals that the collection societies had
tried to publish were inappropriate. There has now
been a demand that they will come down and
potentially there will be rebates for operatives. We
are looking at that ruling across pubs, clubs and
nightclubs potentially as a template for what might
be appropriate across shops and oYces. The
principal response has to be that we absolutely
believe in the value of music and that it is right for
our business that we should pay the rights collection
bodies, but, having paid that to broadcast, we do not
believe that there should then be double taxation on
the recipients of our products as well.
Mr Fountain: I would add to that that apart from the
occasional annoying advert or song that somebody
does not like or the moving of somebody’s favourite
talent oV the radio network, the one single thing that
I get most complaints about is the tactics of PRS
going into small premises saying that they need to
have a licence. A number of people have said they
are going got have to switch oV; others have said that
they work in areas where they may be able to listen
on-line through headphones and stuV like that. It is
hard to see that it will not have some level of impact
somewhere.

Q295 Janet Anderson: Are their tactics quite
aggressive?
Mr Fountain: That is certainly the feedback that
comes to us. It is about: Have you got a licence? You
need one and this is how much it costs. It is pretty
direct. They see themselves as a business collecting
the fees for their clients.

Q296 Janet Anderson: So that would apply even to
the extent presumably of a small corner shop with
one person in it?
Mr Fountain: It would be exactly the same.
Mr Baxter: I echo what my colleagues have said.
One of the things we find equally, which I imagine is
similar for others, is, as you would expect, they ring
us up because they think it is the radio station
sending someone to them saying, “Oh, you are
listening to our radio station. We are now going to
charge you for the privilege”. We seek to explain that
that is not the case, but it is quite diYcult because
they are sitting there trying to understand why they
have suddenly been confronted by this charge, this
double taxation, as Andrew said.

Q297 Janet Anderson: Would you remove that
requirement altogether or would you perhaps have a
diVerent requirement according to the size of the
workplace or the number of employees?

Mr Harrison: I would remove that requirement
altogether. The truth is that we pay, as I have
mentioned, just over 10% of our revenues in
copyright, so we are repatriating over £50 million a
year to the rights collection bodies for the benefit of
playing music. That would seem to be a fair amount
to me in return for that. Then penalising the listeners
of that product would seem to be inappropriate. It is
not something that happens across the EU, for
example. There are other markets where that is not
considered an appropriate way of dealing with this.
It comes out of the historical copyright on public
performance which we think belongs to a totally
diVerent interpretation around orchestra
performance and that sort of thing rather than about
radio stations. It is a loophole that we would like to
see closed.

Q298 Chairman: To be clear, you are only concerned
about the requirement on small businesses to pay a
licence for broadcasting the radio, not broadcasting
music. What about if they were playing CDs?
Mr Harrison: With my RadioCentre hat on,
Chairman, yes, I am only concerned about radio. I
do not know what the licensing arrangements are
across CDs and so on.

Q299 Chairman: There is a whole other inquiry here,
so we will not pursue that at the moment. I have one
final question. I know that the commercial sector has
always been concerned about the dominance of the
BBC in radio. The BBC is now oVering partnership
arrangements and is proposing a radio council. Are
you concerned that this might be a case of Greeks
bearing gifts?
Mr Harrison: The honest answer is that we are
absolutely concerned about Greeks bearing gifts. We
are engaging constructively, as you would expect,
with the BBC and I think there are one or two area
where we are working together very well, not least on
the whole transition to digital and potentially on
things like a common on-line player and potentially
how we may be able to look at local news provision
and so on. We are absolutely engaging on the
partnership oVers. The truth is that at the moment
they are long on rhetoric and short on delivery. In the
meantime, if you think of an operation like Steve’s in
Kent, the day-to-day reality is that Kent Messenger
Group is competing with three levels of intervention
from the BBC in Kent. There is a large regional
station with BBC London that overspills into half of
Kent; there is BBC Kent, which is county-wide; and
there are then all the national services. You have
three levels of intervention. While partnership is
important, and I think there will be increasing wins
that we can take, I am not under any illusions about
the size of the footprint and the relative strength of
the BBC in the market, against which we have to
fight for audience day in and day out.
Mr Fountain: Certainly last year when BBC Radio 1
brought Madonna to Maidstone, which was quite
something as you can imagine, it was widely
reported in our newspapers. We thought that as the
local commercial radio station for Maidstone we
ought to try and make some kind of capital out of it,
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so we talked about Madonna coming, we talked
about Kent’s big gig and all this kind of thing. I
received a phone call from Radio 1’s legal
representative saying we had to refer to it as Radio
1’s big gig. I eVectively said I was not going to do
that. I said, “You guys are coming to Kent. You have
Madonna. Clearly it is a major story and it will be
reflected in our newspapers. You are getting lots of
free publicity about the event in our newspapers. I
think you could at least cut me a bit of slack here and
allow me to talk about this. We are not saying it is
KMFM’s big gig; we are just saying it is Kent’s big
gig”, and it certainly is. To be fair, I did not hear
anything more from them because I was probably
nothing more than just an irritating fly, at the end of
the day. For me, it just encapsulated the whole big
brother thing really that you have to put up with
sometimes from the BBC.

Q300 Chairman: Andrew, you said that the
partnership had not amounted to anything or not
very much. What specifically are you pressing to get
from the BBC?
Mr Harrison: I think a good example of partnership
that would be transformatory would be an
agreement with the BBC in the spirit of partnership
that they would not bid exclusively for sports rights.
To me, that is transparently something where we

could work together in partnership for the benefit of
all of radio. At the moment, the reality is that what
happens is that the BBC bids exclusively for sports
rights, often to the exclusion of talkSPORT in
England or the Bauer stations in Scotland for SPL
football rights, for example, but they do not have
enough physical capacity to broadcast all the
matches anyway. If you can imagine that most
Premiership matches all start at 3 o’clock on a
Saturday, the BBC has one hour led on Radio 5 Live,
possibly two with Five Live Sports Extra but that
would be assuming they had no other sports
coverage. So it cannot cover all these matches but it
has an exclusive deal that shuts out the commercial
sector, inflates the cost of the rights and eVectively
leads to a transfer of public money straight from the
licence fee to the sports governing bodies. It would
seem to me a breakthrough example of partnership
to have the situation certainly in radio where
exclusivity for music concerts or for film premiers or
for major sports rights should be negotiated together
or some sort of arrangement worked out in the spirit
of partnership so that we can all cover those events
together.

Q301 Chairman: Is there any progress on that?
Mr Harrison: Zero.
Chairman: That is all we have for you. Thank you
very much.
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Q302 Chairman: Good morning. This is a further
session of the Committee’s inquiry into the future for
local and regional media. Can I welcome Gordon
MacMillan, Head of News at STV, and Bobby Hain,
Director of Broadcast Services and Regulatory
AVairs. All of the commercial stations are looking
pretty bleak in economic outlook, and you have
reported a pre-tax drop in profits of 84% in the first
half of this year. Can you tell us whether you are
seeing any sign of improvement or whether it is
continuing to decline?
Mr Hain: Yes. We issued a trading statement to the
markets last week and, I think, overall, we would
describe our approach remaining very cautious,
although we are seeing some signs of improvement
in the market towards the end of this year. On the
one hand, that is very welcome and we may see some
growth in our business in terms of revenue on a year-
on-year basis in December, but it is slightly cold
comfort because the comparators get much easier as
we move into December 2009 and into 2010. I think,
beyond that, there is still a lot of late money around.
It is very diYcult to see very much further: visibility
is very unclear. Our overall approach is that, as I say,
we remain cautious, although we are seeing signs of
the decrease in revenue having slowed down, which
is encouraging.

Q303 Chairman: The other commercial broadcasters
we have talked to about this over a long period of
time have pointed at the fact that there is a structural
shift going on with advertising migrating online, and
whilst, obviously, that has been exacerbated by the
recession, there is a general pessimism that you are
ever going to recover back to the days pre recession.
Would you share that pessimism?
Mr Hain: Yes, I think it is unlikely we will see
advertising revenues returning to the quantum and
the magnitude that they were at pre recession,
certainly in the short to medium term. The future
visibility is extremely poor, and it is diYcult to say
with any certainty. One thing I would say is that STV
has taken pre-emptive action over the last couple of
years to prepare our business for a diVerent
commercial future, one which is based around a
digital age, and I think that has involved us making
sure our cost base is appropriate for the environment
and, also, diversifying into online and other new
areas of business ourselves.

Q304 Chairman: Do you remain confident that you
can continue as a stand-alone Scottish broadcaster

given the economic tsunami that is hitting your
industry?
Mr Hain: Yes, I think the actions that I just referred
to, the way in which we have repositioned and rebuilt
the business in the last couple of years and prepared
it for a digital future, stand us in excellent stead to
weather the storm, and we are very confident that
when we start to come out of recession, because we
are largely a fixed cost business, as revenues start to
return, there will be a return to profitability fairly
briskly thereafter and a return to greater
profitability. One of the things to note is that,
although we published smaller profits in the first half
of this year, we still did make a profit. Going
forward, I think there are three legs to our strategy:
as a free-to-air commercial broadcaster using
commercial advertising sponsorship and other
advertising revenues, together with a production
business, that we see great growth potential for, and
our online new business development, which will
take us into areas where in the past we have not
received any revenues. That is a growth area for us
going forward.

Q305 Chairman: Finally, obviously, talking to ITV,
they are very concerned about a number of
additional costs they have to bear—things like the
public service obligations—and they have been
seeking to lift at least some of those. Is that
something that you agree with them about?
Mr Hain: I think there is a lot of common ground.
In addition to the cyclical downturn economically,
there is a structural issue around the delivery of
public service obligations which is based around the
move to digital. Licences in a digital world are worth
less than those in 1955 when the analogue network
started and it was relatively easy to compel
broadcasters to deliver obligations of some of size
and scale. We are at the point now where the delivery
of those obligations, particularly in regional news, is
costing more than the value of the licence itself, and
that is why our focus has been around the delivery of
news and trying to sustain regional news in putting
the case for having some public funding applied
towards it.

Q306 Mr Watson: You have invested very heavily in
your web presence. Can out outline how that
investment is going and how your strategy is
progressing?
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Mr Hain: It is going extremely well. Actually, I
would characterise our investment in the web as
smart. It is not a huge quantum of money, but I think
we have applied what level of investment we have
placed extremely smartly. As opposed to two years
ago, when we had virtually no online traYc, this year
we have seen visitors of over a million unique hits
every month and, in a market size of just five million
in Scotland, that is a considerable amount of people,
that is a considerable traYc base. Our strategy is to
develop a traYc base footfall, if you like, people
coming to the site because it is delivering video and
stories and then being able to monetise that traYc
through additional advertising revenue,
sponsorship, and so on. There has been very strong
growth in the value of online catch-up, for example,
using the programmes and the features that we make
and that we are broadcasting to attract visitors
online. Encouragingly, a very large number of our
unique visitors are Scottish, and that is a very
important factor in determining what the value of
that audience is to potential audiences. It is relatively
straightforward to attract large audiences from
around the world; it is much more diYcult thereafter
to try and monetise them. I think when you link that
consumer facing business, which is really an online
manifestation of our broadcasting business,
together with new areas such as an online job service
that we have just launched this year, which is
classified revenue that we are taking for the first time
with more plans in that area, together with the roll-
out that was announced last week of up to 300
websites which provide local information, local
listings, user generated content for diVerent areas in
Scotland, we are in beta test at the moment, but we
know that there is a very strong attraction in that
kind of content and we think that is a market that we
can really enter in a strong way.

Q307 Mr Watson: What income are you deriving
from the websites at the moment?
Mr Hain: The income is not hugely significant
compared with our broadcast revenue. It is in line
with our city KPIs published in summer 2007 and
extending out to 2010.

Q308 Mr Watson: Are you going to be solely reliant
on advertising, or are you going to try and sell your
customers things and develop diVerent revenue
streams using the web presence?
Mr Hain: Just now the entire model is based around
free content for users and using advertising and
other advertising-like revenues, sponsorship and so
on. In the longer-term we have no plans, as yet, to
introduce charging, but we will keep that under
review, obviously.

Q309 Rosemary McKenna: Good morning,
gentlemen. You say in your written evidence to the
committee that STV does not want to take a drastic
step of reducing its news oVering, and is highlighting
with urgency the need for direct funding. You spend
seven million pounds per year. Is your news
programming suVering at the moment in the current
economic climate?

Mr MacMillan: We spend around seven million
pounds a year on our news programme budgets, up
to ten million if you count the overheads supporting
that news service. Money is tight at the moment, as
you would expect in the environment, and so we are
looking to spend the money we have wisely. We have
had some savings in news. I am pleased to say that I
do not think that has come on to the screen: I think
the viewers would not have seen any significant
impact in the quality of the news that we provide. So
we work very hard to control our costs but, I think,
not at the expense of quality.

Q310 Rosemary McKenna: Does that apply to your
political coverage as well?
Mr MacMillan: We still have our dedicated teams at
Westminster and at Holyrood, and we still produce
our weekly Politics Now programme, and we
continue to invest in a significant resource to cover
politics, not only in London, but in Scotland as well.
Mr Hain: I think it is worth also saying that, even
through diYcult times, we have invested and used
our news team outwith bulletins. So, where major
news events have happened—I am thinking of two
recent examples: a helicopter crash oV the north
coast of Scotland and the release of Abdul Megrahi
from prison—in both those cases, we ran an
extended news service throughout the day and broke
into our daytime schedule to oVer additional news
programming. We have also extended the Politics
Now programme in the lead up to the Glasgow
North East by election, and that kind of scheduling
and that use of our news base, I think, is a very smart
way of ensuring that the coverage on air is as
extensive as it can be.

Q311 Rosemary McKenna: You are saying that in
the future you are looking to get some money from
the top-slicing towards public sector broadcasting.
Currently you are still continuing to deliver the
service, despite the economic downturn?
Mr MacMillan: As I say, we have been having to
make some savings, like most of the broadcasters,
but I think that is not evidenced in terms of quality
that the viewers would notice on screen.

Q312 Rosemary McKenna: Can we move on now to
the opting out issue and the dispute with ITV. We are
not talking at the moment about the legal side of it.
How convinced are you that people in Scotland do
not want to look at the kind of programmes that you
were previously showing?
Mr Hain: Our programme strategy has emerged
from being at a crossroads, if you like. This was a
business which was taking largely all of its content
from ITV, from a single supplier, and was paying up
to £50 million a year for content which was
commissioned in London by the ITV network, over
which we had absolutely no say, and we had very
little visibility about what was being commissioned
and what would come down the line. I think there is
one road that we could have gone down, which is to
accept that situation and simply become a pass-
through of ITV for all the content to go to viewers in
Scotland. We have gone down a diVerent road,
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which I think is a more appropriate road for where
we are as a business, and also for our audience,
which is to retain some of the money that we would
have previously spent with ITV for supplying
programmes, as is our right under the devolution
contract, and to invest that money in content. I
admit that we have very diYcult choices to make. We
have a single service and we have a single schedule
and we have to make our choice as a business, as a
commercial operator, to get the best return for our
money. There are diYcult decisions and, I think, for
viewers it can be unsettling when material they
would have seen over a long period of time is no
longer on the schedule. However, I think the pattern
that has emerged is very encouraging. Where we are
replacing programming with material that we have
invested in and produced ourselves, we are scoring
generally higher than the ITV network would have
done in the same slot; where we have moved material
from elsewhere on the schedule or used repeats—the
best example is Sunday nights, for example, where
instead of drama we have used some film—that has
not been successful. We are learning that as we go
along and, I think, we are in the very early stages of
a long-term format and a long-term strategy and we
are adjusting our scheduling and adjusting our
commissioning as we move forward.

Q313 Rosemary McKenna: You have lost viewing
figures. There is no doubt about that. Overall you
have lost viewing figures when you have opted out
of, say, The Bill, Doc Martin, programmes like that.
Does that not aVect your revenue from advertising?
Mr Hain: It is more a curate’s egg than that suggests
actually. If you take Scotland Revealed, for example,
Scotland Revealed, which was a high definition shot
travelogue from the air around Scotland, performed
better than The Bill. Made in Scotland, which was an
examination of Scottish culture and Scottish
cultural icons, performed better than The Bill.
Where we have run the story of Susan Boyle’s
phenomenal rise to fame or, on the eve of the
Champions League final, the Story of Alex Ferguson,
those are programmes which have done better than
the schedule. Those are areas where we have
improved our audience.

Q314 Rosemary McKenna: But are you going to
have the income to produce enough of them to cover
what you have opted out of?
Mr Hain: Absolutely, because the opt-out strategy
or the programme strategy is not reliant purely on
creating our own programmes, we have also
acquired some programming. In fact, we ran a very
successful series from Ireland, which was called
Proof, and a second one called Damage, which has
just finished; we have just acquired a series from
Australia called Underbelly, which is one of the most
successful Australian dramas ever made; and I think
what we are seeing is that there are other places and
other ways that we can acquire material that will be
successful and will attract audiences just as much as
being reliant on a single supplier for everything.

Q315 Rosemary McKenna: Do you know how many
people in Scotland are watching ITV on cable and
Sky?
Mr Hain: It is not a significant number. The numbers
I have seen most recently say it is around less than
10% of the audiences that we would get for our
programmes at the same time. I think it is a very
small number overall.

Q316 Mr Sanders: Have you done that analysis
within an area that is fully digital because not all of
Scotland is digital yet?
Mr Hain: There are no areas in Scotland yet that are
fully digital.

Q317 Mr Sanders: The Borders?
Mr Hain: The Borders area is part of ITV Border,
which is not our schedule in any case.

Q318 Mr Sanders: Even though there are Scottish
viewers there?
Mr Hain: Yes. This is one of the anomalies of the
1955 map, where the very south of Scotland is
actually half of the ITV bordered area that straddles
the south of Scotland and the north of England, but
there is no fully switched over part of either STV
Central or STV North’s region.

Q319 Mr Sanders: Because I think you might get a
diVerent picture then than the one that you are
describing.
Mr Hain: Yes, I think the thing to remember is that
the option for people to choose channels and to
access ITV1 only exists for satellite and cable
customers, it is not available on digital terrestrial,
which is likely to remain the way by which the vast
majority of people receive their television signals. In
a landscape on Sky, for example, where there are 500
channels, there are many more channels that we have
to be worried about than a single relay of ITV
London which is up at the end of the dial. I think the
evidence is that the numbers watching is not
particularly significant.

Q320 Mr Sanders: Just on a point of information:
DTT, what fills the ITV slots in your regions then?
Mr Hain: The DTT capacity contains STV and the
further digital capacity which was awarded as part of
the digital replacement licences is, through a
commercial arrangement, sub-leased to ITV plc.
Viewers in Scotland have the same collection or the
same line-up of ITV channels (ITV2, 3 and so on) as
they would have elsewhere in the country.

Q321 Mr Sanders: So somebody living in north or
central Scotland can see ITV2 and 3, they cannot see
ITV1 on Freeview?
Mr Hain: Correct; yes.

Q322 Rosemary McKenna: On this particular
section, another question. I understand you had a
successful meeting with the Secretary of State last



Processed: 30-03-2010 20:55:55 Page Layout: COENEW [E] PPSysB Job: 433672 Unit: PAG4

Ev 62 Culture, Media and Sport Committee: Evidence

10 November 2009 Mr Gordon MacMillan and Mr Bobby Hain

week. You know I have supported your plea for
being regarded as an independent producer in terms
of how the BBC uses the independents. I believe he
gave you a fairly positive response.
Mr Hain: I was not present at that particular
meeting, it was meeting between Rob Woodward,
our Chief Executive, and the Secretary of State, but
we are very pleased that DCMS has now issued a
consultation on the question of independent status
for Channel 3 licences in general, and, as I
understand it, it would apply only to ourselves, to
UTV and to Channel TV, but it certainly reflects
what we feel is appropriate in that it recognises our
status as being completely outside any influence or
control in the commissioning and scheduling of
programmes within the ITV network.

Q323 Rosemary McKenna: It is a consultation that
has been issued. This Committee has said in the past
that it was worth looking at. So it is a consultation
that is being issued.
Mr Hain: Yes, the consultation runs until 10
February, and we feel that the method which has
been brought forward by DCMS recognises our
status whereby we would be able to pitch for the UK
domestic incremental quota. In other words, there is
a European statutory minimum of 10% of
independent quota and, beyond that, the UK runs
with a higher level for public service broadcasters of
25%. The diVerence between 10 and 25 would be an
area that STV would qualify as an independent.

Q324 Rosemary McKenna: Are you making some
programmes for the BBC at the moment.
Mr Hain: We have achieved our first commission for
the BBC. The BBC runs the window of creative
competition whereby people who do not have
independent status and who are not in-house BBC
producers can bid for this 25% notional part of the
cake, and I am delighted that we have won a
commission called The Antiques Road Trip, which
starts on BBC Two in January.

Q325 Janet Anderson: Could you tell us how much
you have saved by opting out of programmes like
Miss Marple, Midsomer Murders, and so on? What
has been the saving to you of opting out of these
programmes?
Mr Hain: We expect the full year eVect of that to be
in the order of three to five million for 2009.

Q326 Janet Anderson: What makes you think that
people do not want to watch these programmes?
Mr Hain: I have no doubt that these are popular
programmes, but, equally, I believe in our ability to
produce programmes which are relevant,
entertaining and attractive to viewers. Also, I think
it is very important that we have a mix of
programmes. I think it is very, very sad that in other
ITV regions there is scarcely a single programme
made for those regions in those regions any more,
and I think it is vital that our licences continue to
serve our audiences and that Scotland continues to

build a television business and have a television
sector which is growing and aspirational to create
new content.

Q327 Janet Anderson: I have to tell you, I have
family in Scotland and they do not agree with you.
They are very angry. I think you said earlier that you
broadcast a programme called Scotland Revealed
and that, in terms of audience share, it had outdone
The Bill. Is that what you said?
Mr Hain: That is correct.

Q328 Janet Anderson: Yet the figure I have got for 1
October is that The Bill’s audience share was 19.1%
on that day and Scotland Revealed was 14%.
Mr Hain: I think that is the night that Celtic was
showing on Channel 5, which won the slot. I think,
on that particular occasion, it would not have
mattered whether we had The Bill or anything else,
STV would have been beaten by the Celtic game. For
the two weeks where we were in straightforward
competition, with no additional oVering for football
fans, we came top.

Q329 Janet Anderson: What kind of complaints
have you had from viewers?
Mr Hain: It has died away. We started with a number
of people who were confused by the changes to the
schedule, and we have run several campaigns and we
have taken great time to explain what our schedule
is. We have had people coming forward and
expressing the kind of sentiment that you have just
mentioned, but, largely, when people understand
what we are doing, I think we have had great support
and, I think, latterly, when people have seen the
programmes that we have come forward with. I
think one of issues we had to start with is there is a
very long lead time in production, so that when we
started opting out of programmes we did not have a
strong pipeline of new material that was ready to go
into the schedule. We are now in a position where we
are feeding in new programmes almost every month,
and that new variety of programmes is assuaging
people’s concerns that they will be missing out and
there will be nothing to replace them. Actually, we
are proving that we are coming up with the goods
and that we have a very healthy schedule.

Q330 Janet Anderson: How much of this is actually
about cutting costs? It is really about cutting costs,
is it not?
Mr Hain: We have said all along, it is about having
a relevant and aVordable schedule. Those are two
important and very strong legs of our strategy. The
schedule has to be relevant and it has to be
aVordable. As a commercial business we have had to
take some very tough decisions and make sure that
the business remains profitable, and, as I say, the
saving is in the order of three to five million pounds,
but the schedule has also benefited from
programmes which would never have seen the light
of day and would have been made by no-one had we
not gone down this road.
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Q331 Janet Anderson: When you are putting
together this alternative schedule, what priority do
you give to it having a Scottish flavour?
Mr Hain: I think that is a balance that we need to get
right. I think our first foray into programming has
been too much of a Scottish theme in the first three
or four months, and I think people have the
mistaken opinion that it is always going to be
entirely Scottish programmes. Actually that is not
the case: we are broadening out, as we go forward,
with things that have relevance and things that are of
interest to Scotland but which take us into all aspects
of life. We would love to do some drama of some
description; we will be doing more factual; we would
love to do entertainment; we have plans for sport. I
think, across the mix we want to reflect life in
Scotland and not just Scottishness itself.

Q332 Chairman: But buying an Australian drama
production does not have a great deal to do with
Scotland.
Mr Hain: No, and I think neither did the RTE
drama Proof, which we also bought. I think there are
numerous channels on the dial which are using, very
eVectively, content that is acquired from other
markets.

Q333 Chairman: Have you got exclusive rights to the
Australian drama?
Mr Hain: We do indeed.

Q334 Chairman: Anybody in England is not going to
be able to see it.
Mr Hain: Some of it has already been on the FX
channel, but the material we have bought contains
some material that has already been watched and
material that has not been seen anywhere.

Q335 Chairman: Were you bidding against other UK
broadcasters?
Mr Hain: We were.

Q336 Chairman: But you think that having an
exclusive right to be able to show that on STV is
worth it?
Mr Hain: To be honest, because our broadcasts do
not go further than our own licence areas, the most
important thing for us is to have a window where we
can use the material in Scotland rather than to secure
UK exclusivity. Actually, securing UK exclusivity is
not a huge play for us, because we cannot exploit it
across the UK on our terrestrial and Sky platforms.
The most important thing for us is to buy our
content for the audience it is intended; in other
words, being able to use it in Scotland.

Q337 Chairman: What slot are you showing it in?
Mr Hain: We have not decided that yet, but we will
be coming forward towards the end of the year when
the network schedule is clearer.

Q338 Chairman: In your view, will it be cheaper to
have bought an Australian drama rather than show
a programme which is going out on the main ITV at
that time?

Mr Hain: That depends exactly where the
programme ends up. It would be cheaper than a UK
drama, but it would be more expensive than a UK
factual piece, for example.

Q339 Adam Price: Many of us in Wales look on with
a mixture of admiration and envy at what you are
doing. Maybe, if ITV Wales handed the licence back,
a Welsh company would be able to do the same.
Looking at the legal dimension, could you give us an
update of the current situation with the legal dispute
with ITV?
Mr Hain: We have been trying for over two years to
reach a position with ITV going forward which
reflects both of our business’s needs and
requirements, our objectives and also attempts to
streamline the networking arrangements that
underpin the Channel 3 network itself, and
throughout that period we have become very
frustrated that we have not managed to make
progress. Going into a legal arena was never our first
choice. We have been forced into that position by the
action of ITV plc. I can say what was given to the
City last week and reiterate that we are coming
forward with a very robust defence on the question
of the £38 million law suit. We will be filing a defence
and a counterclaim for £35 million by the end of this
week and, in addition, we will be coming forward
with a claim around our advertising sales agreement
which is about working practices within the role of
ITV as our agent for advertising revenues. You may
be aware that we audited that revenue stream and in
the very small time period that we had access to,
which represents a very small amount of our
revenue, there is a £2 million shortfall that we have
identified that we will be seeking clarification and
seeking recompense for. We also expect to file further
claims on ITV’s abuse of our video-on-demand
rights and significant prejudicial behaviour towards
us as a minority player within the ITV network.

Q340 Adam Price: It is quite extraordinary, is it not,
to see two major broadcasters with such a
complicated set of very clear disagreements. The
overall figure that ITV is suing for is massive, is it
not: £38 million? Are they trying to drive you out of
business?
Mr Hain: I think that is a question for ITV. All I can
say is that we are very committed to launching a
rigorous defence and we are very confident that our
position will be upheld.

Q341 Adam Price: What about the impact on
viewers? Obviously, all of this is ramping up legal
costs on both sides. Is that going to have an eVect on
the viewing experience?
Mr Hain: No, I think that we continue with our
schedule. I have to say, we should remember that
over 95% of our content still comes from the ITV
network and that, although we are intent on making
a diVerence and creating a schedule that is relevant,
actually at the moment it represents a relatively
small percentage of the schedule overall. I think that
viewers are being kept well away from the detail of
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the legals and the costs, and we are confident that
our business continues to flourish and grow despite
this kind of action.

Q342 Adam Price: Is there a conciliation service for
broadcasters? Has there been any attempt to try and
find another route to solve this?
Mr Hain: As you may be aware, Ofcom, our
regulator, did oVer in the spring to undertake and
preside over a process of binding arbitration to try
and get to the bottom of this, if you like. That was a
process that we, as STV, were very keen to sign up to
and indicated our acceptance to Ofcom. ITV had
refused that oVer of arbitration, and now we find
ourselves embroiled in a legal process. As I say, it is
not our desire to be here, it is not our choice. We are
put in a position where we have to defend ourselves
and we will do that.

Q343 Rosemary McKenna: Can we move on to the
news now. You are proposing, some time in the
future, to have what has become a sort of strong
political issue in Scotland, a Scottish Six, to produce
a programme which would be an hour long
programme from six until seven which would be
directly against the BBC’s UK and then the BBC’s
Scotland programme. Are you confident that you
will be able to do that?
Mr MacMillan: Yes, I am. The Scottish Six has been
talked about for a fair number of years now. I would
characterise that as a BBC idea that really came
about properly about ten to 12 years ago. Our idea
for the programme is quite diVerent. Yes, it will be an
integrated programme which incorporates Scottish,
UK and international news, but, significantly, it has
a significant proportion of very local news that
currently the BBC does not provide in Scotland. As
you know, we have four micro-regional news services
in Scotland. We would produce a dedicated five
minutes of regional news for viewing areas around
Glasgow, Edinburgh, Dundee and Aberdeen. As
part of this proposal the integrated news hour would
include six micro-regions of ten minutes each.
Within Scotland, each day 60 minutes of unique
local news produced within Scotland for very local
audiences, and that is a fundamental diVerence to
the idea put forward as part of the BBC Scottish Six
proposals some years ago. We would envisage that
our programme would be an hour long, it would be
what I would call a wide mix of international,
national, Scottish and local news but, crucially, the
news would be presented in the order and way that
suits the audience and you would move away from a
slightly artificial division between UK and
international news and then Scottish and local news
in separate programmes. A running order, and
choice, and an ordering of stories very much suited
to the needs of the audience, and a devolved
Scotland, where so many issues that people are very
interested in and aware of are actually devolved. We
need to be able to portray stories, particularly in
social policy, in the context of a devolved UK, where,
in fact, some of the stories that appear on national
news do not always have the proper context of how
they might apply in diVerent parts of the UK.

Q344 Rosemary McKenna: I think that was the case
in the past, but I do not think it is the case any more.
Nationally, they are much more sensitised to the fact
that there is a devolution settlement, and I do not
think that that is necessarily the case, but what really
concerns me is how you are going to aVord the
journalists and the whole set-up to cover UK news
and international news compared to the resources of
the BBC and Sky. The main competitors for news are
Sky and News 24. How are you going to be able to
provide that end of coverage in Scotland: because
people in Scotland are internationalists, they are not
just nationalists?
Mr MacMillan: Absolutely. I think people in
Scotland have always been interested in what goes
on, not just in their own back yard but over a wider
field as well. The crucial part of the proposal we have
put forward is that this would be in partnership with
ITN, one of the world’s most respected UK and
international news gathering operations. ITN would
be a key partner in supporting the delivery of the UK
and international news service and we feel that that
service, aligned with the very strong service that we
already provided Scotland and we propose to
enhance as part of the proposals, is a perfect
combination and would allow us to take the
component parts and deliver a service that is directly
relevant to the audience in Scotland.

Q345 Rosemary McKenna: It would require a
change of legislation to allow you to do that.
Mr MacMillan: We have already had some
discussions with DCMS and Ofcom about that.
Some of the feedback is that some aspects of the
Communications Act need to be reviewed as part of
this, but we think that is a proposal that has some
merit and we would be happy to talk about what the
consequences of that might be.
Mr Hain: In a digital world the interesting prospect
is that of all the news services that people will be able
to access—and everyone will be able to watch Sky
News once they have Freeview, DTT, satellite and so
on and so forth—if you have satellite you have any
number of news providers, international as well as
national. I think not to have a single news bulletin
which has national and international presence as
well as a Scottish interest, not to have a single
bulletin which is edited and produced anywhere
outside of London, is a missed opportunity. I think
this is about viewer choice.

Q346 Rosemary McKenna: You do have that. You
have half an hour of that.
Mr Hain: Yes, but it does not have an international
or national demeanour.
Mr MacMillan: Also, if you look at all other media
in Scotland, be it the newspapers or radio, they all
make these choices day to day, hour to hour, minute
to minute, about how they take all of the world and
Scottish news together and order it. A radio station
makes that decision every hour when it does a radio
bulletin; Scottish newspapers take that choice every
day when they do the front page and create the
content for the papers. What we are really suggesting
is that, in this one bulletin, television moves on to the
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same part of the playing field and has an opportunity
to cast its net as widely as it can and to provide the
whole news in a context that is appropriate for our
audience.

Q347 Chairman: You said earlier that the cost of the
news was £7 million. That, presumably, does not
include your proposals for a Scottish Six?
Mr MacMillan: We have confirmed that our
programme budget for news is £7 million. When you
look at all the infrastructure and overheads that we
have as a company to support that it comes to
around about £10 million. We pay a proportion of
the ITV news costs and we think that, for broadly the
same amount of money, we can reconfigure our
service and deliver the type of programmes that we
have outlined.

Q348 Chairman: How much do you get in
advertising revenue around the news?
Mr Hain: We get very little by way of commercial
return. There are a couple of reasons for that. Our
regional advertising base is very retail based and
retail advertisers tend to want a slightly diVerent
environment from news (they want something more
relaxed, whether it is soaps, drama or entertainment)
and, also, the Contract Rights Renewal mechanism
encourages optimisation of commercials (that
means putting as many commercials as possible
where the biggest audiences are) so the breaks
themselves tend to be moved slightly later into the
peak area. We do run a localised break in the six
o’clock bulletin, but the actual demand which is
based around news is not huge.

Q349 Chairman: Can you give any estimate of how
much revenue you do get from advertising around
the news?
Mr Hain: For people who demand news, it is a very
small number. It would be less than half a million
pounds a year.

Q350 Chairman: If you are to proceed with this plan,
are you going to need public support to do so?
Mr Hain: Yes, I think our case all the way through
the Ofcom Review and the Digital Britain Report
has been that, absent public funding of some form,
we would be forced to scale back the £10 million
investment that we make in our existing news
coverage because it is not commercially sustainable.

Q351 Chairman: If the Scottish Six worked, would
you envisage, in due course, moving to a Scottish
Ten on the same basis?
Mr Hain: I think we would walk before we ran. I
think the very interesting area that we are on the
brink of is a pilot scheme and, as such, this gives us
an opportunity to examine what has been (as
Gordon said) a long held idea, firstly, by the BBC
and, subsequently, in a diVerent form. I stress ours is
not just the Scottish Six, it is quite diVerent, because
it has very localised news as well as the national and
international focus, and the pilot opportunity
aVords us the perfect chance to put this on air and
make it work. Thereafter, I think you could

potentially move beyond that but, first things first,
we would like to use this pilot opportunity to run the
integrated six o’clock.
Mr MacMillan: Certainly, in terms of audience, the
highest audience would be available at six o’clock,
far in excess of what you would expect to see at ten.
In terms of impact and the people who would see the
service would be much higher, in fact, at six.

Q352 Chairman: It is an interesting comparison but
ITV are arguing the obligation to provide regional
news is becoming unsustainable and, therefore, are
trying to withdraw from it; you are arguing that,
equally, it is costing you a huge amount of money for
very little return, and yet your plan is to increase the
amount of regional news. How do you explain the
diVerence?
Mr Hain: I can only speak for STV, we acknowledge
and absolutely see the value and the benefit of news
coverage. In fact, our six o’clock bulletin is often the
most watched news bulletin of any on television that
day, and I think that is something that we see
enormous viewer benefit for. Having prepared it,
produced it and broadcast it for 50 years, our
preference would be to continue to do that, but we
face the same structural issues that the other
Channel 3 licensees do, and that is where our ground
is common that it is diYcult to sustain on a
commercial basis. In our case, we see the benefit of
it and we think we are well placed to move it forward,
either on its existing terms or we think the
introduction of public money should be a catalyst
for creativity and innovation, which is why we have
tabled this new vision.
Mr MacMillan: It is worth saying that STV News is
much more highly valued than regional news in
other parts of the UK. It is among the most highly
valued anywhere in the UK. If you look at our
audience share average for our six o’clock news
programme, it is 25%. That is 6% above the ITV
network average. Also, if you look at the
performance against, not only, as Bobby said, the six
o’clock news, but reporting Scotland within
Scotland the gap between STV and the BBC’s
regional service is only 1%, and that is the lowest for
diVerential in any part of the UK. There is a strong
local interest in news, a strong loyalty to STV News,
and STV punches its weight very well and as well as
the BBC in many cases. That is a strong indication
of how highly valued our regional service is by the
audience.

Q353 Mr Ainsworth: I am genuinely puzzled by this
direction that you seem to want to take. You are a
commercial broadcaster. You have said that the
news service you can provide is highly valued and
commands great loyalty, but it does not seem to
command high value from the people who keep your
business going, your advertisers. It is clear that you
envisage this thing being supported by what you
euphemistically call public support. What form do
you think that public support should take, where do
you think it should come from geographically, as
well as in terms of whose account should pay for it,
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and why should the public be asked to fund a
commercial broadcaster who is taking an
uncommercial decision?
Mr Hain: I think that our role in this is as a
broadcaster and as a producer of news. We see the
value in that, in terms of the audience, but I think the
economics of it have been analysed and fairly
forensically looked at by a number of people,
including Ofcom and Digital Britain. The fact is you
cannot expect the holder of a Channel 3 licence,
whether it is STV or ITV or anybody else, to go on
investing the kind of sums that we are in return for
holding that licence. The benefit is not in excess of
the cost.

Q354 Mr Ainsworth: Because the Chairman has said
in ITV’s case they want to shed themselves of what
they consider to be an uncommercial burden. That is
a logical response. There are all sorts of public policy
issues around that approach, but it is a logical
commercial response, whereas this strikes me as
profoundly illogical.
Mr Hain: I think our view is much more logical on
the side of viewers, which is that we believe that there
is a need to have an alternative to the BBC (and
actually not even the BBC suggest that they should
be the sole provider of impartial, high quality news
for Scotland or anywhere else) and, on that basis, we
think that there is no alternative, given the
economics of our licences, than to look to some form
of public funding to support regional news going
forward. I think the diVerence is that we are
committed to working to make sure that viewers are
in no way disadvantaged, that they continue to enjoy
the service that they have got used to, that they value
and that they watch in great numbers. Two million
people a week in Scotland watch our news. We think
it is fundamental that Channel 3 news continues in
some shape or form going forward, and that is why
we have taken the position that we have.

Q355 Mr Ainsworth: This is an altruistic/political
decision that you are taking rather than anything to
do with the viability of your business?
Mr Hain: In all honesty, the course of regional news
going forward has very little impact on our business
given that there seems widespread acceptance that
you cannot expect us to spend £7 million pounds on
it going forward. You then have three choices. Either
we do not spend any money on it, and it reduces
from the level where it is currently funded to a very
diVerent service on a very diVerent footing and does
not provide any proper plurality or any alternative
to the BBC (which is the first suggestion); the second
suggestion is that we make the programme and that
we continue to broadcast that programme if funding
is made available; and the third suggestion is that
somebody else comes forward and makes the
programme and we broadcast the programme. From
a commercial perspective, we are largely agnostic as
to what happens in those, because there is not a huge
diVerence between them. The diVerence is we would
prefer to continue the way things are and to continue
making the programme, but I would also say we are
very open to the idea of partnership. We struck a

very successful partnership with the BBC, which is
very smart self-help, and we are also talking to
several other partners about how any public funding
could have an impact wider than just sustaining
regional news in Scotland, be it other media or other
services who might also be able to produce public
service content.

Q356 Mr Ainsworth: Can I bring you back to one of
my earlier questions. We are talking here about
funding a regional news service. Do you think the
public support should come from that region?
Mr Hain: It is not for us to say where the money
comes from.

Q357 Mr Ainsworth: You just want the money.
Mr Hain: I think that is a matter for politicians. The
role that we can play in this is to provide the service,
it cannot be provided by anybody on a commercial
basis on the level it is already at, and we think there
is a strong case for some kind of public funding.

Q358 Philip Davies: The bit I do not understand
about what you have just said is that Gordon has just
given us a passionate defence of his news coverage
and told us how popular it is, and it is the most
popular anywhere in the UK. Why on earth do you
want to change the format on something that is so
incredibly popular? Surely, if you have got a format
that is very popular, you keep that and you change
the format of things that are not popular. Why do
you want to change the format of something that is
very popular?
Mr MacMillan: I think we have always built on
success. Our news service has never stood still in the
50-odd years that we have been doing it and we have
had two regional news programmes for a number of
years. We have now introduced four micro-regions.
It has been hugely successful, the micro-regional
news service. It is often the most watched part of our
six o’clock news programme. There is very strong
support from all the regions that get this service and
there is room to expand it and to change it. I also
recognise that Scotland and Britain are moving on
and we want to build on the success of what we are
doing, not standing still, to come forward with
something that is innovative and new and has not
been tried before.

Q359 Philip Davies: My suspicion is that you are
perfectly happy with your news coverage and it is
doing well, so you would not normally want to do
anything to interfere with that, because it is a
triumph from what you have just said, but you have
seen this idea of top-slicing and some potential
public funding and you thought to yourself, “Hold
on a minute. There could be some money up for
grabs here, but we are not going to get any if we just
do the same thing as we are doing now. We are going
to have to try and do something, we are going to
have to oVer something, we are going to have to try
and come up with some new weird and wonderful
scheme which might attract some of this public
money.” This is not about doing something for the
viewers, is it? This is really trying to find a novel
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innovative kind of trial in order to get your grasping
hands on some public funding, is it not? That is
really what you are trying to do here, is it not, to
be honest?
Mr MacMillan: I think this is absolutely about what
works for the viewer and what is innovative and new,
and I think it is a very important proposal to come
forward with something that takes television news
forward into the future. If you look at how Scotland
views national and Scottish news together, I think
there are some issues that are worth addressing at
this point. This gives us an opportunity to look at
some of the ways that news is portrayed at a UK
level in Scotland and to begin to deliver news in the
context and the order and the manner that best suits
the audience. It is very much about an audience
focus and what we think does the best job to report
Scotland, the UK and the world to a Scottish
audience.
Mr Hain: Can I make two other very quick points in
response to that allegation? The first is that I would
be just as confident about our ability to come
forward for some public funding with our existing
oVering given its strength, quality, legacy and appeal
to viewers, and I think that that is one of the reasons
that Ofcom, DCMS and Digital Britain have looked
so closely at the future of regional news. It is the
performance of services like ours which, I think,
need sustaining. I think that is more the horse before
the cart analogy. The other thing I would say is that
this is not a scheme that we have dreamt up in
response to the idea of public funding. We first
proposed in 2005, as part of Ofcom’s first public
service review, that there ought to be such a bulletin,
and it was based on our experience, as Gordon says,
of continual improvement, of change, which is good
for viewers, and of always wanting to innovate and
move forward. This is not something that we have
just cooked up; actually it has its roots in very good
consumer research that we did at the time, that we
will be repeating and, at the point where we come
forward to say what our final plans are, we will have
a very strong case for it.

Q360 Mr Ainsworth: Can I ask how you would make
that case to my constituents in Surrey, who, if you are
thinking of using top-slicing of the licence fee,
obviously pay their licence fees but cannot watch
your television programmes? What is in it for them?
Mr Hain: I think this is about viewers in Scotland,
and the important thing from our perspective as the
broadcaster in most of Scotland is to do what we can
to ensure that the news service that they enjoy, rely
on and use daily somehow manages to persist into a
digital future.

Q361 Chairman: You said that you were looking to
form partnerships in this new arrangement. This
Committee has received evidence from both the
Scottish Newspaper Publishers Association and the
Scottish Daily Newspaper Society strongly
opposing any public funding for STV local news
output on the basis that this may give you an unfair
competitive advantage. How do you respond to
that?

Mr Hain: I think the merits of our case will need to
be considered by those making the decisions. I am
slightly confused by the role and the position of the
Scottish Daily Newspaper Society, which purports
to represent all of the Scottish daily newspapers and
yet, on the one hand, they are saying the idea of the
use of public funds would be a bad idea and, on the
other hand, several of their members have formed a
Scottish consortium to bid for the same money. I am
not really sure if they think it is a bad idea or a good
idea. What I am absolutely convinced about is the
strength of the oVering that we provide, the quality
of the news, and that is what this debate is really
about: are we going to be able to make that continue
as we move into a digital world?

Q362 Chairman: But you do not see the position in
Scotland being similar to that in the English regions,
where there are going to be these new independent
regional news consortia looking for funding to
provide the local news on the ITV bulletin?
Mr Hain: No, we see that there is every possibility
that that could be the same kind of make-up of
consortium. We are speaking to a number of
diVerent potential partners in diVerent media and I
think there is every chance that, as we finally come
forward with a new proposal—and I would hesitate
there—I would say that what we have unveiled as the
integrated news bulletin is a vision, it is not a clear
proposal yet, it needs working on and it needs
refining, but we did think it was important to have
a debate around our news and what news content in
Scotland means and what it should look like. We
think there is a very strong chance that we will team
up with other players in Scotland, or maybe
elsewhere, to come together to provide such a
service. The consortium idea we absolutely get and
see the value of and we will be investigating that as
we move forward.
Mr MacMillan: It is also worth noting, perhaps, that
we have oVered to make our video material available
to third parties as part of this proposal so that some
Scottish newspapers may also be able to benefit from
some of the video material that will be gathered
under this proposal.

Q363 Chairman: You are in active conversation with
particular Scottish newspapers?
Mr Hain: A number of partners, not just
newspapers.

Q364 Mr Watson: Do you accept that a subsidy
would give you a competitive advantage over your
commercial rivals in diVerent media like newspapers
and radio?
Mr Hain: I do not think it would. One of the things
that we have to be very clear about is that the use of
any public funds to sustain Channel 3 news has to be
absolutely transparent and clear. There will need to
be very clear accounting for every penny spent, and
that will go towards the provision of Channel 3 news
or Internet news, for example, online services for the
consortium, as agreed but what it is not is simply a
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top-up funding mechanism for STV which would
put us in a position that was any more favourable
than competitive media.

Q365 Mr Watson: Will you be giving the video
content and online newspaper sites for free?
Mr Hain: That is our proposal, yes.

Q366 Adam Price: The Scottish Broadcasting
Commission’s idea of a digital channel for Scotland
seems to have been buried by the Digital Britain
Report, which did not include it amongst its
recommendations. Do you think that is a shame?
Mr Hain: We support the idea of a digital channel.
As a broadcaster who does see returns and the value
of material relevant for the audience, which is not
available on other channels largely, we do see the
editorial idea behind such a channel has merit. What
we have said all along is that we do not think
establishing a channel should be at the expense of
STV’s news and, as a matter of priority, one of the
first areas that we need to look at is how can we
continue to provide news which does have a very
high and loyal audience that expects it, actually a
diVerent audience from the BBC, which is an
important point to make. This is an audience that
the BBC does not always reach. This is a diVerent

audience in society, a diVerent television audience
for our news from the BBC. It expands the reach of
public service broadcasting. We have said all along
that, attractive though a channel would be and we
would love to produce for a such a channel, there are
channel management operations that we might be
able to provide for such a channel, it should not be
at our expense and the priority is what happens to
regional news.

Q367 Adam Price: You see in the future architecture
of Scottish television that STV could continue to sit
alongside a new national digital channel?
Mr Hain: Yes. Also I think that the idea of, not just
a channel, but potentially a fund for content that
could be distributed either through existing channels
or online is an attractive one. I think that the
creation of more content for Scotland not being
made elsewhere is attractive.

Q368 Adam Price: That is the idea that is being
mooted in Wales, the content.
Mr Hain: Yes.
Adam Price: Thank you.

Q369 Chairman: I think that is all we have for you.
Thank you very much.
Mr Hain: Thank you.
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Q369 Chairman: Good morning, this is a further
session of the Committee’s inquiry into the future for
local and regional media. I am pleased to welcome
this morning John Fingleton and Alastair Mordaunt
of the OFT, and Ed Richards and Stewart Purvis of
Ofcom. You will be aware that the Committee has
heard quite a lot of evidence about the diYculties
which all forms of local and regional media are
facing, particularly newspapers, and the evidence we
have had from local newspapers is that they see it as
almost inevitable that there will be further
consolidation and mergers, and that the likely
outcome is that in most areas, there may be one
newspaper left. Can you just tell us a bit about your
attitude, because you have said that in your view the
current merger regime is fit for purpose, and does not
need to be changed.
Mr Fingleton: Yes, thank you very much, Mr
Chairman. The merger regime has seen six
newspaper mergers in recent years, four of those
mergers have been cleared by OFT at Phase I, one
has been remedied and allowed to go ahead by OFT
at Phase I, one has been referred to the Competition
Commission, and that has been cleared. We have in
the Digital Britain report set out for people in the
industry our general view on issues in the industry
going forward. In those cases where mergers raised
concerns, they are to do with customer concerns, and
in the newspaper industry, we have two types of
customers who we are concerned with: readers and
advertisers. When we think of advertisers, we think
of the businesses, and in this case often local
businesses, this is their means of getting to the
market, so we have to ensure that we protect them.
I would make the observation that we do oVer
parties to come in for confidential advice on mergers.
We have not had an approach of that kind in this
sector in the last three years. There are many
problems facing the local newspaper and the
newspaper industry generally. I am not convinced
that the mergers regime and the way it operates is a
particular problem. It has not blocked any mergers,
and we are very open to giving people advice,
guidance and whatever else is needed, but we must
protect consumers and businesses who in turn
compete to supply consumers as advertisers, and if
we have ever had concerns, that is where we have
raised them.

Q370 Chairman: You have said that you believe that
competition is possible and should be promoted
wherever it can be, but the evidence we have received

suggests that the most likely outcome is that there
will be almost no competition between local
newspapers in any area of the country. Do you not
think that you need perhaps to look again at a
regime which is now six years old, and where there
has been enormous change since it was first drawn
up?
Mr Fingleton: It may be a question for Parliament,
as to whether the mergers regime should allow anti-
competitive outcomes. Certainly we do not have the
discretion to decide that we should allow, for
example, local monopolies. I would also make the
point that when companies merge, they buy their
competitors’ customers on the stock market. They
have the alternative of competing in the marketplace
for those customers. So there should be a reasonably
high threshold. If the outcome is that there will be
one newspaper in each area, we would argue that the
counterfactual is that that happens through
whichever one best wins the demand locally, and not
through whichever one happens to out manoeuvre
on the stock market and buy customers in that way.
Even if the outcome does end up, and we see lots of
markets where inevitably there is one supplier,
particularly in rural areas, and it is not just in the
newspaper sector, but I think it is important that the
competitive process operates eYciently. The final
observation would be that the issues confronting the
newspaper industry are typically around declining
demand, and I am not sure, in any industry facing
declining demand, that charging higher prices to
consumers through having a monopoly is necessarily
going to cure the problem. In actual fact, it may
augment the decline in demand, and precipitate
some other change rather more rapidly.

Q371 Chairman: To what extent do you take account
when doing an assessment of cross-media issues of
the competition that is provided by, for instance, the
BBC, by local radio, et cetera?
Mr Fingleton: We absolutely do that. It is a very
customer-focused analysis, looking at the options
available to the customer, so we look across all
media types.
Mr Mordaunt: That is absolutely right, we do not
make any distinction between whether or not a
competitor is publicly owned or privately owned. As
John says, we look at what are the alternative
options available to customers. I just wanted to add
a point to your previous question, which was about
whether or not the regime was fit for purpose.
Certainly the evidence we received in relation to our
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review under the Digital Britain report was that
publishers were not asking for actual legislative
change to the regime; it was more that they wanted
us to recognise these alternative constraints. So it
certainly was not the message we were receiving that
the regime needed to be changed through legislation.
Going on to the point about us recognising
alternative constraints is precisely the point that
John has just made, we will look at all the options
available to customers, and whether we think they
are realistic.

Q372 Chairman: Ofcom now has a role in drawing
up local media assessments; can you tell us a little bit
about how that is going to work? Is there not a
danger that is just going to make the whole thing
even more laborious and time-consuming?
Mr Richards: There is clearly a risk of that, but I
certainly do not expect that to happen. What we
would do is work very, very closely with the OFT, as
we do in any mergers which are aVecting our sector,
and we would want to do it and undertake the work,
the local media assessment, in line with the timescale
that the OFT set for the whole process. You cannot
rule out the possibility that it might take longer than
that, but I think we would expect not to do so, and
we would expect to do it within that timeframe. So
our very clear objective would be to ensure that work
was done such that it did not prolong the process any
more than it is currently set out at.
Mr Fingleton: It may lead to faster outcomes in the
following sense, that across all of our mergers, one
of the problems we see is with parties coming in in
a merger situation without having thought through
very clearly what data we will need to examine the
merger. In the short period we have to do a Phase I
review. If we feel there is a competitive issue in the
market and the firms have not produced the data to
show us that that is not a problem, it makes a
reference to the Competition Commission more
likely. That happens in some cases where parties are
not particularly well-prepared. I think this would
actually enable us to have a much better database to
deal with the concerns at an earlier stage, so it may
increase the likelihood that we can clear deals that
are not anti-competitive Phase I. We face a higher
hurdle at Phase I in clearing a merger than the
Competition Commission does. Sometimes
businesses do not always anticipate that, so we have
done our best to try and point that out in our Digital
Britain work, so people in the industry are very well
aware of the need to come in well-prepared on deals.

Q373 Chairman: Ofcom this week have published
revised guidelines for local cross-media ownership.
Can you tell us a little bit about that, and how you
envisage that helping the situation?
Mr Richards: This is the second report that we have
done on this area. It is a statutory obligation. As the
Committee probably recalls, we have to do a report
to the Secretary of State every three years. This is the
second one of these that we have done, and in both
cases, we recommended some relaxation; we did in
2007, and we have done so again this time. We have
proposed essentially the elimination of rules in

relation to radio, to free up the ownership
constraints in that area, and a significant relaxation
in relation to cross-media local ownership, I am
focusing very much on local here, with the one
caveat that we recommend that there should not be
joint ownership of all three of a dominant
newspaper, a radio and Channel 3 licence. So that is,
in a sense, a backstop position. It is worth saying
that, as far as we are aware, there is simply nobody
interested in pursuing such a strategy in the first
place, so it may be literally one of those insurance
policies which sits at the back and is never actually
brought forward into a real situation. Our sense was
that that was a backstop position, but obviously,
these are recommendations, and as with all reports
of this kind, Government and then Parliament needs
to decide whether it accepts them. You could decide
to sweep them all away, in which case, you would be
left with the competition regime, and the questions
around market definition and competition concerns
in relation to the ownership of all three of those
diVerent media in any particular area.

Q374 Chairman: These changes you recommend, if
they are to be brought in, does that require
legislation?
Mr Richards: I do not think they do require
legislation, but we can double check on that. I think
there is freedom for the Secretary of State and we
would have to go through Parliament, I am certain
about that, I do not think it requires primary
legislation though.

Q375 Chairman: So it could be done by statutory
instrument?
Mr Richards: I think so, but we can double check
that. So I think the nature of the system really is that
we look at it analytically, we look to see if viewer/
consumer/readership behaviour has changed over
time, such that you may change your view about
cross-media ownership rules. We have done that, it
is a very analytical report, and we found that there
have been some changes—and significant changes—
locally. There were fewer changes nationally than we
were expecting, in the sense that the significance of
television news is still very, very strong as a first
source of news, primary source of news, but there
has been change locally. There has obviously been a
lot of commercial change locally, and the economic
pressures faced by organisations working in that
area are, as everybody knows, very intense, and we
think therefore that recommendations to relax those
rules are the right thing to do. I do want to underline
that we made similar recommendations in relation to
radio in 2007, but they were not accepted, and the
rules are as they were.

Q376 Paul Farrelly: I sat on the Joint Committee of
the Commons and Lords that looked at the
Communications Bill and the establishment of
Ofcom, and actually the merger regime, particularly
when it came to local media, was a matter of intense
debate. Clearly, 2001 and 2002 was when times were
good, and now times are not so good, and the
question is whether you change the rules within a
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cycle, or you keep them robustly through a cycle but
also recognise that there is some structural change
going on as well. Could I just ask John whether you
have had any instances coming to you where a local
newspaper has said, “We are going to go bust, and
the only way of saving the newspaper is for us to be
able to sell out to a regionally or sub-regionally
dominant competitor”?
Mr Mordaunt: No, we have not.

Q377 Paul Farrelly: Because some of the calls for
change have come from people who have said is it
better to let a newspaper go bust rather than sell to
a competitor, and therefore reduce competition, or
have no publication at all?
Mr Fingleton: This time last year, with the financial
crisis, we anticipated we would see failing firm
mergers of that type across the economy generally,
not just in this sector, and it has been the dog that has
not barked. That is true internationally as well.
Other agencies that do first phase merger review
have not seen the incidence of failing firm mergers
that we might have expected from previous
downturns. We would look at that, and we re-issued
our guidance on failing firms last December, and we
said we would try to deal with these cases incredibly
quickly. We were very concerned at that stage that if
firms made the wrong judgment call with the first
fire, that they would run out of time on the second
one, so we were trying to basically get them to think
in advance and come to us very early before they
would make the wrong call, and then not have
another option, if that turned out to be a very anti-
competitive way of doing it. This type of situation
has not arisen. Where we have had a problem is
finding suitable alternative buyers in some of the
assets in some of these cases, and we have developed
a methodology which I think is becoming
internationally accepted, it started with our Lloyds/
HBOS merger, of looking at the failing firm as part
of the relative counterfactual, what would happen in
the market but for the merger, and that is
increasingly the way we would look at this, so we
would always look at that and say, well, what is
going to happen in this market if this merger does
not go ahead, but we have not had the cases.

Q378 Paul Farrelly: To take one instance, when
NorthcliVe Media had their on/oV, on/oV proposed
sale of regional papers that they then decided not to
carry through, were you consulted in advance on
what your reaction would be in diVerent local
markets or not?
Mr Mordaunt: We were not consulted. I think John
has already alluded to this, we do oVer non-statutory
informal advice, and no one has come forward in the
newspaper market in the last three years. There are
clearly caveats to the extent that we can advise on
deals before we can go and talk to the marketplace,
because typically these sorts of deals are still at the
confidential stage, but nevertheless, we think it is a
valuable tool or service that we oVer, but as I said,
no one has come forward in the newspaper sector
yet. We think the Digital Britain report that we
issued earlier this year gives some quite good

guidance, and one of the complaints, as it were, from
publishers was that the regime was not clear enough
for businesses when considering investment
decisions. We hope that that report is a useful piece
of guidance, but also, as I said, when there are actual
potential cases in the oYng, then people can come to
us and ask for our advice.

Q379 Paul Farrelly: Just before turning to Ofcom, in
case the dog does bark, could you just describe the
approach that you would take towards local
newspapers? Let me give you an example. In my
area, the dominant newspaper in North
StaVordshire is The Sentinel, its only real competitor
in terms of news is BBC Radio Stoke, and to a lesser
extent the independent radio Signal. They are very
fierce competitors, to the extent that sometimes the
newspaper will not carry stories or news if it has been
covered on the radio, that is its own editorial
judgment, but in part of the area toward the south,
in StaVord, it does overlap with the Express and
Star, so there is competition there. What process
would you go through if one of the papers was either
proposed to be sold to the other, or one was on its
last legs and was on the verge of closure, and the only
way to rescue it was to be sold to the other, what sort
of process would you go through in determining
whether to allow that, in the case of sale as a going
concern, or a forced sale because of potential
closure?
Mr Mordaunt: It is probably worth just making the
point at the outset that we approach each case with
an open mind. The fact that we may have concluded,
to give you an example, in a previous case that
maybe the market for print media advertising is self-
contained, and that these alternative options are not
a constraint, that does not bind us in any way in any
future cases. So we would come to the particular case
with an open mind, and we would look and see what
the options are available to customers, so to the
extent that local radio, perhaps even local TV or
other types of advertising options are available,
whether it is direct mail or outdoor advertising, all
these things we would look at, to see how close a
constraint they are on the merging parties. What we
are doing is looking at the scope of the market, how
closely are the two print titles competing with each
other, if that is what the merger is, and then
considering how close all these alternatives are. We
said in our Digital Britain report that in the
particular areas that we were given evidence on, it
seemed to be that alternative constraints,
particularly the internet, is a likely suYcient
constraint such that if two print titles were to merge
in a particular area, then they would be constrained.
We said that the evidence we received was broadly
supportive of that proposition, but we did not go the
step further and say, therefore, the market is clearly
wider in all instances, because we do not think that
would serve any purpose. We have a statutory duty
to look at each case, and it may be that in diVerent
parts of the country, the constraints or these other
alternatives are not as strong. For example, in the
example you have given me, maybe local radio is,
but in other areas it is not, so we need to look at these
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alternative options. That is the first argument, so
your market definition argument is perhaps the best
way of describing it. Then there are all these
alternatives and this is why we say we think the
regime is flexible, because you can look at the failing
firm argument that John has already articulated,
which is: is that title going to exit the local area in any
event? So the loss of competition is not caused by the
merger, because it would have happened otherwise.
The second limb of that test is to consider whether
there is an alternative outcome which is better for
competition, and there we look at whether the
competing title is the only person who is in a position
to buy the title. If there is someone else out there who
would create less of an impact on competition, and
they are willing to buy the title, then the failing firm
defence would not typically be allowed, but that is a
sort of secondary argument. You have your market
definition, your failing firm, and then the third line
of argument can often be eYciencies, so that
publishers will argue that actually merging two local
titles will be able to create eYciencies that they can
pass on to customers. So there is a whole line and
range of arguments, it is not clear which one is going
to be the potential silver bullet, if any of them, it will
depend on the specific facts of the case, but there are
certainly a number of options available when
publishers are considering that type of merger.

Q380 Paul Farrelly: So in summary, in terms of the
current rules and the legislation, would you describe
it as robust, fit for purpose, suYciently flexible, and
in any event, the dog has not barked?
Mr Fingleton: And quite agile. We are very
responsive, we do this work incredibly quickly. The
type of issue that could come up in a case like this,
we have to be very clear that we would not want to
prejudge any decision in discussing hypotheticals,
but the question of whether there are small
businesses advertising locally who would have
choices severely restricted, and protecting them in
the process, but the law does allow us to approve
mergers where the overall eYciencies would
outweigh harm to consumers. This has not been a
much used provision either of the law, but it does
allow that. So there is quite a lot of flexibility built
into the Enterprise Act, and even though it was
signed to law in an economic upturn, it really did
anticipate a range of scenarios in terms of the
economy. That is because it is based on European
law in part, which I think has worked well over a 20
or 30-year economic cycle, and a lot of the American
best practice was imported into the Enterprise Act.

Q381 Paul Farrelly: There have been pilots and
experiments with ultra local or city television, and I
think they have not generally sort of bloomed, and I
think there has been fair comment from some
independent firms that actually until they know
what the BBC can and cannot do, it is very diYcult
to know whether any initiative is going to be
sustained. Again, I will just take it to my area, which
is a sort of self-contained sub-region: Stoke
Television might be a viable enterprise, but in reality,
people might say that actually it is only going to

happen if the BBC do it or the local newspaper. Now
if the local newspaper, which is dominant in print,
came forward with a proposal to set up a citywide
television station, no doubt featuring our wonderful
Premier League club time and time again, what
would your attitude be, in terms of cross-media
ownership in that instance?
Mr Richards: If the local newspaper wanted to start
a service of that kind, I think we would not have a
problem with that at all. I think the central issue
there is not restrictions or responses by us, I think the
central issue there is the one you began with, which
is: is there a commercial model for this that anybody
can identify? The record on that at the moment is
very clear, it is extremely challenging, extremely
challenging. A lot of people have tried very hard,
and I take my hat oV to a number of organisations
and individuals up and down the country who have
a passion for local information, local news, and who
would really like to make it work. Some companies
have invested millions of pounds in trying to make
these work. We are instinctively very supportive of
that, but the analysis that we have done, the evidence
that we have seen on this is that it is really
challenging, and I think to be fair, I think it is really
challenging with or without the BBC. I think the
economics have always been diYcult, and they have
become progressively more diYcult because of the
internet and the capability of the internet to absorb
classified advertising and other forms of local
advertising. So the local TV model, as it were, is, I
think, a very diYcult economic challenge. I do not
think it is impossible, and I think people will keep
experimenting, and as you know, we have made a
spectrum available for that, and people have taken it
up for that purpose, in Manchester and in CardiV,
but I think the economics of it are the central
challenge, and I would add one rider to it, which is
that I think there is a version of that kind of local
information which you can definitely see flourishing,
and you might call that ultra local, community, and
in a sense, it is an internet or video-based version of
the enormous success that we have seen through
community radio, which is essentially not for profit,
volunteer-based, and fantastic, given what it does,
but what that is doing is not what people associate—
it is a diVerent thing to what people associate with
what one might call well-resourced, high quality
local journalism that is routinely and authoritatively
holding to account the holders of local power,
whether they are politicians or businessmen and so
on and so forth. It is a diVerent thing, and one could
be very welcoming and supportive of ultra local
websites, community radio, and indeed we have
pioneered the roll-out of community radio, we think
it has been a huge success, but you have to recognise
it is a diVerent thing to well-resourced, authoritative,
comprehensive journalism in any particular locality
or area.
Mr Purvis: I just wanted to add to your specific, of
course Channel M in Manchester, the local TV
station for Manchester, is owned by the Guardian
Media Group, owners of the Manchester Evening
News, so there is no problem with cross-media in
local TV.
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Q382 Mr Watson: Just to follow on from what you
said, I was encouraged to hear what you said about
hyper local news and citizen journalists. Do you
think bloggers should be regulated?
Mr Richards: My instinctive response to that is: by
us, definitely not.

Q383 Mr Watson: The new chairman of the PCC
seems to think they need dealing with.
Mr Richards: Well, the PCC is a self-regulatory
body, it is working in the unregulated or
unstatutorily regulated press. As I think is very
well-known to everybody, we have a diVerent
tradition for the press than we have for television
and radio. As we all also know, that is becoming
blurred as a consequence of convergence, as
newspapers go online, and so on and so forth. We
can see how that is developing, and as a matter of
fact, people sometimes ask me: when are you going
to regulate the internet, are you going to, do you
think you should? I have two answers to that. My
first is we already do, and we always have, and that
is the extent to which we regulate the networks over
which the internet is provided; and secondly, the
first significant move on that came with the
Audiovisual Media Services Directive from Europe,
where the regulation of television-like services, a
co-regulation, as we have embraced it in this
country, of television-like services on the internet,
has begun, or it begins—
Mr Purvis: 19 December.
Mr Richards: Thank you, 19 December. We are
already in discussion with diVerent organisations
about who falls which side of the line; are they in,
regulated by this form of statute, or are they not?
That is going to be an interesting debate. We have
set out where we think the line should be drawn.

Q384 Paul Farrelly: Tom’s question begs another
point that we are considering in another report, I
think in The Guardian on Monday, the chair of the
Society of Editors called the Press Complaints
Commission not a regulator at all. To what extent
do you think it might be logical or sensible to bring
the PCC under your comforting wing?
Mr Richards: Well, I think that is unequivocally a
matter for Parliament and not for us. I think you
consider that in the context of these very, very
strong traditions of the separation between a
formally regulated television and radio
environment, which I think people are comfortable
with, I think the companies are comfortable with
it, comfortable with the history and reasons for it,
and I think viewers and listeners are comfortable
with it and expect it; and in contrast, the history
and tradition and culture and expectations of
people, as well as the companies, in relation to the
press. So that kind of issue is, I think, an enormous
step, and one which is unequivocally a matter for
Parliament, and one which would have to be
considered extremely carefully.

Q385 Chairman: Can I just come back to the OFT?
You have covered this ground to some extent, but
I just want to be absolutely clear. When you carry

out an assessment of the state of competition in the
local market, you talked earlier about the local
business and the various opportunities available for
advertising. The biggest complaint I think we have
had from the newspaper industry is that essentially,
you are too narrow, you are not taking account of
particularly the opportunities for online
advertising, both national and local, freesheets, and
that by focusing on paid-for local newspapers,
actually you are creating a competitive position
which is not really an accurate one.
Mr Fingleton: I think it is diYcult to point to a
transaction that we have blocked or inhibited on
that basis. We do look at these issues, we consider
them. Very often, we find that people come in and
wave their hands about the fact, oh well, the
internet is a very strong competitive force, but they
do not have a good story to tell us about why this
particular group of advertisers, for example, is
protected. We would have to make sure, for
example, that if local businesses could only
advertise through a particular medium, but, for
example, national retailers had much wider options
available, the ability of national retailers to have
online and to be able to switch between online and
internet-based, as opposed to local print media,
would not necessarily protect the local person who
is trying to get to the market. So you could end up
with quite big distortions of competition at the
retail level, whereby you say, well, we do not care
about the small local business whose only means to
the market is through these publications. So we are
very centred on the customer, who in this case is
the advertiser, who acts as a proxy for the final
consumer, but I think we are very open to listening
to these arguments, in the Digital Britain report we
set that out. I think we would be enthusiastic to
look at some of these transactions, but we are still
waiting for somebody to bring us one of these
cases, so that we can look at them. So I think we
are in this diYcult chicken and egg situation; we
say the regime is incredibly flexible, agile and so on,
but sets a robust standard, but until we see some
cases, it is quite diYcult for us really to prove that.
I would say that the merger regime as a whole has
blocked or remedied 1–2% of all of the examined
mergers, which is even a tiny proportion of all
mergers, M&A activity in the economy, so it is not
a particularly intrusive tool in economic activity.

Q386 Chairman: But you would accept that part of
the reason, in fact one of the major causes of
diYculties facing local newspapers is the fact that
their advertising is leaving them and going online.
So I mean clearly, advertisers see that as in some
cases a better platform to advertise on.
Mr Fingleton: By way of example, the existence of
electricity, when it started, did not mean that people
who did not have access to the electricity network
could not be exploited in the production of candles
or other forms of lighting. We have to worry about
the consumers, the buyers who get left behind in
that process. That is the delicate balancing act. I
did mention that we have a de minimis condition,
and we have increased enormously our de minimis
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in recent years, and we have the ability to allow
some consumer harm, if we think the overall
eYciencies on behalf of consumers generally
outweigh that. So we have those provisions in
there. The diYculty is of course it is very diYcult,
it is a risky activity for businesses to bring
transactions that bang up against that margin, and
one of the benefits of the confidential advice is not
so much that we can tell them how the deal would
turn out, because I think that depends on the
market testing of it which we have to do, but
actually us giving them some steer on what data we
need to clear at Phase I, if we think the deal could
be cleared at Phase I. Very often, it is about how
to manage the process that is as important for the
firms. So some of the deals that were referred to the
Competition Commission have more to do with the
fact that the firms walked into the process without
having thought that out very clearly in advance,
and in order for us to give a quick answer at Phase
I, we do need the firms to engage in that process a
bit earlier, and we are willing to help them do that.

Q387 Mr Sanders: Turning to local newspapers and
advertising revenues there, do you think it is
appropriate for local authorities to be diverting
advertising revenue away from local newspapers at
such a critical time? That question is for the OFT.
Mr Fingleton: The local authorities question breaks
down into two issues: let me call one of them self-
supply, which is supplying their own information,
their own advertisements; and the other is
competing for third party advertising, so we
separate out those two issues. I think it is quite
diYcult to be critical of the self-supply argument
if the local authorities feel they can do that better.
Whether local authorities should be in the business
of competing with commercial enterprises is
something we would view, and we would have to
view that under the law as being neutral as to
whether somebody is publicly owned or somebody
is privately owned in the marketplace. That would
also apply to a local authority based publication.
There is, of course, a provision, if there is a legal
state aid implicit in it, that tends to operate better
at a European level, so it is not necessarily going
to translate into a local level. The extent to which
this is a really harmful problem in the market is
something we have struggled to understand. The
local newspaper market is about £3 billion a year.
Our estimate is that there is about £50 million of
local authority expenditure in this area, so that
might be a measure of the size of the self-supply,
and the decline last year I think was close to half
a billion in the local newspaper advertising, and
about a billion over the last five years, so that
decline is quite rapid. So I think there is a risk that
the issue about what local authorities are doing in
this space, while contributing to the problem, is not
in fact as big an issue as the internet and the decline
in demand generally facing newspapers.

Q388 Mr Sanders: I think there are two sides on
this. There is the local authority that goes into
direct competition with a newspaper, the example

we saw was Hammersmith & Fulham, with a
complete weekly newspaper, advertising homes and
local businesses. The only diVerence between it and
a local newspaper was that the only politicians who
appear are the ones in the ruling group, so it was
more like Pravda than a local newspaper. The other
thing is that when you get local publications
produced by local authorities, that perhaps take
public sector advertising from their partners, be it
the police and some of the statutory advertising or
information or infotorial that they have to do, or
the health authority or other public bodies, who
have to from time to time make reports, and they
are making them through the local authority
publication, whereas before, that would have gone
into local newspapers.
Mr Fingleton: There may very well be a problem in
terms of harm to the democratic process resulting
from that; I think the problem is it is quite diYcult
for us to link that to a competition problem which
aVects the customer, which is the statutory mandate
we have. We would have to look at whether readers
are harmed, or on the other side, whether
advertisers are harmed. It seems here that the harm
is to competitors. The type of case that we would
have to find is one in which, as a result of doing
that, the local authority is able to monopolise the
local newspaper market and raise prices to
advertisers. We have not been presented with a case
like that. We cannot invoke our investigative
section 25 powers unless we have a case where we
think there is a threat to competition at that level.
So we are in the position that I think absent any
example where that is what is happening, we would
not be able to investigate an abuse of dominance
type claim, and abuse of dominance is really the
only way we could get at something like that. I
think there is a broader question for politicians as
to what local authorities should and should not be
doing in this space that has to do with the
democratic process and democratic accountability,
but it is not something that is necessarily correlated
with the work we do, and we would not have a
mandate to opine on that.
Mr Richards: Can I just add, I very much agree
with what John has said, and it is, of course,
beyond our remit, which is newspapers, but I think
the connection is with the comments I made earlier
about the importance and significance of
authoritative, independent local journalism. I think
if there is a harm that we are concerned about here,
it may or may not be competition issues, in relation
to consumers, but John has all the powers he needs
to address those. It is more likely that the harm we
are concerned about is the loss of or the impact on
independent authoritative journalism in the way
that was implied at the start of the question.

Q389 Mr Sanders: As John mentioned, I think you
gave a figure of £50 million, but that could be, in
every newspaper, a journalist who in the past used
to cover the council meetings and is not there
covering the council meetings, so there is a loss of
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accountability in that. Is it not an area that perhaps
the OFT could issue some guidelines to local
authorities, or is that outwith your remit?
Mr Fingleton: It is outside our remit. I mean, with
national media, the way, for example, in a media
merger and another situation, there is a separate
actually view taken on plurality by Ofcom,
recognising that, for example, in a media merger,
we can analyse the competition aspects but we do
not opine on the plurality aspects. In the Lloyds/
HBOS merger, in the legislation that went through
Parliament for that, the FSA, the Bank of England
and the Treasury gave us their view on financial
stability, which is the non-competition criterion
that has to be balanced there. So that is how it
works in other areas, but in local newspapers, there
is not any provision to do that. We could spend
more time looking at the issue; at the end of the
day, we would have no power to act, so there is
nothing we could do that, for example, the
Government could not decide to issue guidance to
local authorities themselves, or to decide to deal
with this through legislation. I think we are very
happy to contribute whatever we can through the
analysis of competition in this case, and I think if
we did see predatory pricing cases in this sector, we
have been very committed to looking at predatory
pricing at a local level, we have examined previous
predatory pricing cases in the newspaper industry
that have gone right through the court system, and
we have done predatory pricing in CardiV, again
a local market issue, so we are quite interested in
predatory pricing cases at a local level, and it is
important to state that, because people sometimes
think we are not interested in small local markets,
and we are very much interested in them, because
they set an example. So if we did see a predatory
pricing case, we would be very interested in it, but
that is going to be probably the best contribution
we can make in the area, other than contributing
to the debate as we are doing now.

Q390 Mr Sanders: Final question: a local authority
produces an information leaflet that some might
consider was more propaganda or advertising than
news. Is there a definition between what is
advertising and what is news, and who adjudicates?
Mr Richards: There is in the broadcast arena, I am
not aware of one in the newspaper or freesheet
arena at all. I think that is completely unregulated.
Of course, in broadcasting, we do have rules about
separation of advertising and editorial, and those
are well established, they are currently under review
in the context of product placement and
sponsorship, but those are UK laws, they are
European laws, and are well understood and have
been tested and examined and the boundaries have
been interrogated and stretched in broadcasting,
but not in newspapers.
Mr Purvis: I just feel there is a missing area, which
is the regulation, if that is the right word, of what
local authorities do and do not do. I am reminded
of the case of the former Mayor of London who, if
I remember, got into trouble with some supervisory
body over what he should or should not have said

to an Evening Standard reporter. If I give you
another example, which goes to the fact that this is
not really a competition issue, in our review of the
local and regional media in the UK, it was brought
to our attention by the Scottish newspaper industry
that advertising, whether job advertising or
statutory notice advertising, that would normally
be put in their newspapers, was now being put in
online sites run by local authorities or by other, for
instance, the National Health Service in Scotland,
and they saw that as a kind of taking away of
revenue that was reasonably theirs. Whether that is
the right or wrong thing to do for local authorities
is, I do not think, for competition authorities or for
broadcast regulators, but I have a feeling there is
probably somebody out there whose job it is.

Q391 Mr Sanders: That is a slightly diVerent issue.
I am more interested in if a local authority is using
taxpayers’ money to eVectively push the policies of
an elected administration that goes beyond just
informing the public of what services are available
and what they are doing, and enters the realm of
political propaganda, and who is there to stop that
from happening.
Mr Fingleton: That is not, I contend, a competition
issue. That is an issue about what local authorities
are doing.
Mr Richards: The answer to the question is nobody.
The answer to the question is we have no remit on
that, the OFT has no remit on that, and as I think
Stewart was trying to suggest, this is a lacuna. If
this is a serious issue from the perspective of (a) the
use of taxpayers’ money and (b) the consequences
for independent journalism in any given locality, I
think it is something that Parliament has to decide
what it wants to do about. Either the Government
needs to give some guidance, or give somebody else
the responsibility to look at it, but at the moment,
we certainly do not, and nor do the OFT.
Mr Fingleton: I mean, DCLG does have a code
covering some aspects of this, but it does not deal
with this issue.
Paul Farrelly: Just on this point, to be parochial
again, in my area, The Sentinel newspaper, which
has a fine tradition of covering Newcastle-under-
Lyme as well as Stoke-on-Trent, not too long ago
dropped its Newcastle edition. So therefore the
council, in expanding the publication of its own
reporter news sheet, would have a legitimate
argument to say, “There is no avenue otherwise for
us to get our news out”, but that said, it is
doubtlessly true that since that decision was taken,
and since the regime changed to a Conservative-led
council in 2006, I do not think I have appeared in
it once. I am not going to complain about that, but
it is a matter of fact that it does push its own
agenda. But it has become a political issue, I think
the new Mayor of Doncaster, for instance, who
stood under the banner of an English democrat,
Philip will correct me if I am wrong, actually made
it part of his platform to scrap the local
propaganda sheet, I do not know whether he has
followed through on that promise.
Philip Davies: Yes, he has.
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Q392 Paul Farrelly: But it has become a political
issue. Is there no other avenue to control this than
actually the local electorates, or should there be?
Mr Fingleton: The local electorate might not check
the problem, if there really is a problem of
democratic accountability, so I am not sure that I
would just say, well, the local electorate will solve the
problem. I mean, of the two reasons why local
authorities might be doing this, one is it could be a
very eYcient way of them reaching their target
audience in a more cost-eVective way than
advertising through third party publications, and if
that is the case, there certainly could not really be a
competition issue, in that if it is an eYcient way, it is
going to be good for consumers, good for them as a
self-supply of advertising and so forth. The other is
that there is a darker side, which is whether this is
about subverting processes of accountability and so
forth. If that is the case, it is unlikely to show up
particularly as a breach of competition law in any
sense, it is much more likely to show up as a much
wider problem, but then, I think if that is the
problem, there may be a policy trade-oV, which is we
want to limit certain eYcient activities of local
authorities in the interests of preserving democratic
accountability. That type of trade-oV is a trade-oV
that must be made at a political level, and I would
say is probably more eYciently made at a national
level rather than requiring it to be made at 196 or
whatever it is local authority levels, where the
incentives might not be correctly aligned.

Q393 Chairman: I think we have strayed quite a long
way from the remit of the OFT and Ofcom.
Mr Fingleton: I am sorry.
Chairman: It is not your fault. Let us return to the
matters in hand.

Q394 Mr Watson: If I could get you back to the
proposals for independently financed news
consortia, before I ask you a couple of detailed
questions, can I ask, is there a reason why there is not
a pilot in Northern Ireland, which seemed to vex a
number of Northern Ireland representatives?
Mr Richards: The decision about the pilots is a
decision for the Government, so we do not know,
you will have to ask the Secretary of State or the
Minister as to where the pilots are going to be.
Mr Purvis: As Ed said, it is a matter for the
Government, but there are a number of factors
which are diVerent in Northern Ireland, and one is
that the existing licence holder for the Channel 3
licence in Northern Ireland, Ulster Television, says it
does not require funding for its news service, which
I think is the only licensee saying that. So that may
be part of the explanation.
Mr Richards: The economics in Northern Ireland
are the most attractive, and one of the reasons for
that is the spillover into the Republic. They derive
revenue from that which nobody else—there is no
equivalent of that. There is no spillover into France
from Kent.

Q395 Mr Watson: Can I just ask you about the
estimates of costs? Your costs require an additional
sum of public money, you think, is that right,
compared to what the existing regional TV news
costs are?
Mr Richards: What we have done on the cost side is
a series of steps. The first thing that we have done
exhaustively and repeatedly is analysed the value of
the licences, and whether they are in deficit or not.
We have done a lot of work on that, and we can talk
about that by all means in more detail. What we did
when we looked at that was say, what is by far the
biggest element of cost that takes you into deficit?
The answer is it is regional news by a country mile.
What we then did was to say, well, what is the cost of
provision of that? You can debate this, because of
cost allocation issues, but it is roughly at the moment
£68–70 million. One needs to remember that that is
after a period in which those costs have been reduced
and chipped away at over many, many years, but let
us take that as a starting point. What we then did
was say, look, what we need to have is some kind of
range against which you could say, if you wanted to
create a new service or oVer a new service which
partly replaced this, but moved it on as well, what
financial area would you be in? What we said was
somewhere between 40 and 100 million, and we said
that because clearly, you could oVer a lower spec
service, you could oVer fewer regions, you could
consolidate, oVer less journalism, and take it down
below the 68 to 40, or you could have a more
ambitious view, and say let us start with the window
on Channel 3, and make sure we provide what is that
standard there at the moment, but let us also make
sure it is online. Let us make sure it is cross-media.
Let us make sure it is oVered on demand. Let us
make it more local, rather than just regional, in those
areas where a regional service is not what people
really want. So in other words, you can clearly
enhance the service, and that is a choice. So what we
did in the end was say, look, there is a range here, and
you can decide where you want to pitch it, if you
want to have it at all, but clearly, the more money
you spend, the more localisation you can get, the
more cross-media service you can get, the more
forward looking it can be, and so on and so forth. So
that is how we approached it.

Q396 Mr Watson: Do you have any concerns about
big state funding interfering with the objectivity of
independent journalism?
Mr Richards: Of course, you must never lose sight of
that risk, but it is worth saying that that already
exists, and is managed in a number of areas. It is
managed on a day-to-day basis by the BBC World
Service, it is managed on a day-to-day basis by S4C
in Wales. It is a reality, and there are ways that you
can approach that kind of funding relationship such
that it ensures independence, but I do not minimise
or belittle the risk. One has to think about it
extremely carefully and make sure, if you go down
that path, that the right measures and protections
are in place.
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Q397 Mr Watson: Could I just ask you a quick
supplementary question on the Digital Economy
Bill? The original consultation said that they would
consult on proposals to legislate to give you the duty
to take measures to reduce copyright infringement,
and Lord Mandelson appears to be removing you
from that onerous task, and taking the full
responsibility on to his own shoulders. Have you any
views on that?
Mr Richards: I thought you were going to ask me
exactly how pleased I was about that! I would make
three general points about this. The first is we have
kept completely out of this issue, other than on a
very technical background basis, because I think it is
very highly charged, as everybody knows, and
therefore again it is one of those issues that
politicians need to decide, and organisations like
ourselves need to implement. So I am not going to
express a strong view about the substance of the
policy, other than to say two other things, I think.
One is that I think we are concerned about the
evolution of the content economy, and how in this
period of structural change, because that is definitely
taking place, alongside the cyclical challenges, how
the range and vibrancy and diversity of content that
we have historically enjoyed in this country adapts
to this new set of economic structures. It is important
in that context that we make good decisions about
the regulatory and institutional and legal
framework. Where that takes me to on this is that at
the moment, I think it is extremely important that a
decision is made on this, and the reason I say that is
because what we see is a lot of the companies
involved being reticent to strike commercial deals,
because they think the regulatory or the legal
framework is going to come and solve the problem.
Until Parliament takes a view on it, I think they will
all hold back, but we all know that commercial deals
have to be part of the solution. So we have a strong
sense that one will follow the other, and I would urge
you therefore to make sure a clear decision is taken,
which does not send it over to Ofcom or anybody
else for three or four years’ more worth of
consultation in which there is no progress.

Q398 Mr Watson: There is a proposal that the
Secretary of State under delegated powers can
amend the 1988 Copyright Act. Do you think it is
healthy that such a general amorphous
responsibility should be carried by one individual,
who may be subject to the usual pressures from
media publishers, or if you are talking about giving
politicians a regulatory role in copyright, should
there not be some kind of body independent of a
politician doing that? The impression I get is that
you do not want to do it.
Mr Richards: I think those sort of relatively open-
ended powers are the stuV of Parliamentary debate,
and I think it is a matter for all of you to decide what
powers a Secretary of State should or should not
have. I did not want to infer that we do not want to
do it. We are very happy to do it, and indeed we think
it is an issue at the heart of the relationship between
electronic networks and electronic content, so we are
very happy to do it, and indeed I anticipated two or

three years ago that this is where we would end up.
What we do not want to have is our own open-ended
power, because all that will happen then is we will
have to make judgments which are probably more
correctly taken by politicians, we will have to consult
on them, they will get challenged, we will be litigated,
and in three or four years’ time, we will be no further
forward. So we are very happy to do it, but we would
like as much precision as possible from Parliament
about what they do want us to do and what they do
not want us to do.

Q399 Mr Watson: Presumably that is the position
you are in with cross-media ownership and all the
responsibilities you have now. There is no diVerence
if you are regulating on copyright to other areas, is
there? You can have as precise an authority, but you
cannot have total definition.
Mr Richards: Definitely not, and there will definitely
be scope for discretion, and we live with that every
day, and in some cases, it may be better to punt it
over to us and say, can you do us a review, and make
some recommendations? That is what we do on
cross-media ownership. On illegal downloading, I
think one of the proposals is for us to do a review on
the eYcacy of the proposals, and we would be very,
very well placed to do that. Of course, you cannot
eliminate discretion, and we are not uncomfortable
with discretion, I think though there is a point at
which you are asking us to make decisions which are
fundamentally highly political, and we have always
felt that we want to stay the right side of that line;
politicians should make political decisions, and we
should make regulatory decisions about
implementation following the framework that we
are set by Parliament.

Q400 Mr Watson: Just on that, the European
telecoms package that is being discussed in Brussels
on 24 November, the measure on illicit file sharing
uses the phrase “fair and impartial”. Have you got
a definition for fair and impartial when it comes to
making a judgment over whether people have been
acting illegally? Will you have a role in that
definition?
Mr Richards: We may well have in terms of the
experience as it develops but in relation to individual
cases where it is going to be most challenging—has
someone illegally downloaded, were they
responsible, can that be identified and so on, there
needs to be a court procedure in relation to that and
those judgments are most likely to be made by a
court or a tribunal rather than us and they will build
up over time. There is no doubt that some of those
issues are going to be very challenging.

Q401 Mr Watson: It is for a tier one tribunal through
case law to define what fair and impartial is going
forward.
Mr Richards: In relation to allegations of individual
infringement, yes, I think that is how it will work. It
is better that than that we are put in the position of
becoming a general enforcement body. You are very
familiar with the fact that some of these cases will be
quite diYcult if people can access other people’s
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connections through wi-fi, if there is a question of a
large family and who is doing the illegal
downloading. All those sorts of questions will need
to be bottomed out if Parliament passes these laws.
Chairman: We have got Ofcom coming back in one
week so we can return to this issue then.
Paul Farrelly: Tom’s line of questioning begs a much
wider question, slightly outside the remit of this
session but I will ask it anyway. One of the tests for
the existence of a regulator or any quango set by the
Leader of the Opposition is that if there is a highly
technical area that demands expertise and therefore
regulations—
Chairman: This is way outside. We have got a full
session with Ofcom in one week’s time.

Q402 Paul Farrelly: Yet at the same time the Shadow
Culture, Media and Sports Secretary has come out
and said “We are going to abolish Ofcom.” How do
the two reconcile each other because if you do not
exist you cannot adjudicate on all these matters we
are questioning you about?
Mr Richards: You will have to ask the individuals
involved but nobody has said they are going to
abolish Ofcom to my knowledge and if you did do
that you would have to get somebody else to do what
we do. It is an interesting debate which we are very
comfortable to be part of and we are very happy to
welcome it, but there are activities that we do which
somebody is going to have to do. If we were doing
things which do not have to be done we would stop
doing them tomorrow.

Q403 Paul Farrelly: Is the uncertainty having any
impacts on your organisation at the moment?
Mr Richards: There is always uncertainty in our line
of work and it is obviously going to be a little bit
more uncertain in the period before and immediately
after an election but, frankly, we live with that, we
get on with it and the organisation is confident in
what it does, why it does it and the quality to which
it does it, so we will get on with that.

Q404 Chairman: These are issues which we will want
to explore in greater depth but not today; we can do
so next week. Before the OFT leave there is one body
which has featured in the complaints that we have
received from a wide range of media organisations,
and the diYculty that they have faced in monetising
particularly on-line activity. They complain about
the dominant position of Google. Can you say
whether or not the OFT has concerns about the
dominance of Google and whether or not you can do
anything about it?
Mr Fingleton: We certainly are aware of the size and
impact of Google. The complaints that have come to
us thus far about Google have been competitor
complaints, competitors who are not pleased with
the fact that Google makes a better oVering to their
customers. That type of concern in principle is not
something that would precipitate an investigation by
us. We certainly talk to our colleagues at the Federal
Trade Commission, the US Department of Justice

and in DG Comp. Typically in markets like this
those agencies would be the ones that would take the
lead in any investigation of that kind. It is unlikely
that there would be an issue about Google’s size in
the UK that was not replicated outside the UK as
well and the issues that have come up in the United
States have been more on the consumer protection
side and the privacy side which is an issue, for
example, for the Information Commissioner’s oYce
and that network within the European Union. That
is where we have seen more activity in the United
States around that.
Mr Mordaunt: From the mergers perspective we are
not aware that Google’s size has been created
through a series of anti-competitive mergers with its
major search engine competitors or through any
mergers with its major search engine competitors, so
it has clearly created this position. I am sure it has
undertaken acquisitions but we are not aware of
problematic ones.

Q405 Chairman: It does not have to be just
acquisitions. The same complaint can be made
against Sky and Sky has not acquired anyone, it has
just become the dominant player in the market.
Mr Fingleton: We will always be on the lookout for
customer complaints saying we think that either the
listing price is very high for us or now we do not have
an alternative because competitors have been driven
out of the market, but we would like to see that
coming from customers. In fact, some rather large
corporations themselves, with dominant positions in
other markets, have been very keen to rush in and
complain to us, not just directly but indirectly, and
that is part of the commercial fighting it out in the
marketplace that we do not want to necessarily
dampen down because it has brought enormous
benefits to consumers to have companies vying to
make better oVers, to innovate in various ways. We
are very conscious of the chilling eVect on the
innovative process that intervention could have, but
we certainly keep markets like that under review and
we talk to our international enforcement partners
about those and related issues on a regular basis.

Q406 Chairman: The fact that of the total spend on
on-line advertising such a significant proportion is
going to one company, is that not a matter of some
concern to you?
Mr Fingleton: It could be a matter of concern but we
always look at why that is the case. If a significant
share of expenditure goes on one company and that
company previously inherited that position from
state ownership or from some feature of the market
that means that consumers cannot switch, we would
be concerned. Where a company achieves that
position through superior innovation, foresight or
better targeting of its customers we would be very
wary about intervening. While in principle the
existence of a dominant position is legal under
European and UK law in practice there is very little
case law on that, one has to look for an activity that
actually abuses or strengthens or maintains that
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dominant position by excluding others from the
market to the detriment of consumers. Thus far,
while lots of people have come and talked to us
about harm to competitors, nobody has articulated
to us harm to the customer around this or related
companies in this market. Not this particular
company but another company we certainly
examined for a number of months over a possible
issue and eventually we decided really there was not
clear, even in theory let alone evidenced, harm to the
customer emerging from the complaint we got. We
are certainly alive to the issue, interested in it, we talk
to stakeholders about it on a regular basis but
nobody has brought us a good, convincing case
around these types of issues and we see a lot of
customer benefit and benefit to the economy from
what is happening in this marketplace and from a
very high pace of innovation that is good for the
British economy at a general level. We would not
want to send a negative signal about that.

Q407 Mr Sanders: On the fact that we have, as part
of this inquiry, learnt about a number of newspapers
that are no longer publishing or newspapers
publishing fewer days a week, it seems that there is
an opportunity there to perhaps roll out community
radio more quickly. Is that something that has
crossed your desk?
Mr Purvis: Yes, it actually crossed my desk yesterday
because we had the latest list of applications. We are
doing it region by region and we have now moved on
to London and the South East where we have a very
high number of applications. As Ed has said, a very
particular feature about this area is the number of
volunteers who have come forward. Whether that is
sustainable for other areas that we have talked about
is perhaps not for us to speculate. I was in a
community radio station in Norwich the other day
where they had 172 volunteers who come in and do
something—there is a queue of people in the evening
wanting to do their own programmes. They have
slight trouble in the daytime filling the slots but they
have no trouble when people are oV work, so there
is an extraordinary public benefit and we are trying
to find the frequencies to enable these things to
happen. The challenge—and the first ever
community radio station in the Forest of Dean
announced yesterday that it was actually shutting
down—is funding. There has been a 20% drop in the
funding which tends to come from the relatively
small amount of commercial activities which these
stations indulge in and quite often it is funding from
public funds of various kinds. There is a community
radio fund, which is DCMS’s money, and there have
been calls from the panel which operates that—
which we oversee—for more money and that is a
matter for government again as to whether there
should be more money, mostly to help these stations
start up. The crucial thing about, for instance, digital
upgrade, which is the process of moving to a position
where there are national services and most large city
services on DAB, is that it does actually create more
space on FM for more community stations. At the
moment there are not that many frequencies
available, so community radio could have a really

important part to play but we do have to be realistic,
as Ed said, about their ability to challenge authority.
The station in Norwich does not actually do a news
bulletin but when I was there the other day they had
a local magistrate who was explaining what local
magistrates do. That is not a challenge, but it is a
form of public accountability if you like.
Mr Richards: I think they are fantastic and I have
visited a number of them. I was in Wythenshawe in
Manchester the other day and when you go to visit
them because they are full of volunteers the
enthusiasm in most of them is extraordinary. It is one
of the best things that the Government enabled some
years ago and that we have done over the last few
years. It has been far more successful than anybody
anticipated and the demand for more of it is
definitely out there, there is no doubt about it.

Q408 Chairman: Finally, we had evidence two weeks
ago from STV who obviously are in dispute with
ITV. Is it correct that you did oVer to try and
arbitrate in that dispute and that oVer was rejected?
Mr Richards: It is. We saw these problems coming
some time ago. We are obviously in contact with
both companies and we did make an oVer to try and
arbitrate in some form, both for the existing disputes
between the two companies and in relation to future
disputes. That oVer was made but it obviously
requires both parties to accept it and that did not
happen, so we have not done it. It is obviously a
regrettable set of circumstances, I do not think
anybody wants to end up in court in this kind of
position but I feel we explored a number of avenues
to try and help avoid it, but that is where they are.
We have got some ideas about the future. Stewart.
Mr Purvis: On the past and the matter that is going
to presumably come to court it is very much an issue
about the interpretation of a commercial contract,
so that is a past activity and an argument to be had
there. Looking forward, we have got a role in what
is called the networking arrangements which we
review regularly and so we are beginning discussions
with ITV Plc and with STV and the other Channel
3 licence-holders about the future of the networking
arrangements, which are essentially the commercial
arrangements between them which they reach but we
oversee. One would not want to be unduly optimistic
against a background of people ending up in court
but there is an opportunity to take this issue forward
rather than just revisit the past.
Mr Richards: The background to this is of course
relevant and the background is that it was designed
as a federal structure, as we all recall, and the reality
is that we have now moved to a position where you
have one overwhelmingly dominant member of that
federation and three very significantly smaller ones,
one being very small. What you are seeing is the
tensions in the evolution of those relationships
unfold. Of course we would like to see them out of
court, we would like to see dispute resolution done
quickly and eYciently. Sometimes that is not
possible and it looks like that is the case on this
occasion.
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Q409 Chairman: But you do not see any further role
for Ofcom?
Mr Richards: We are willing to help in whatever way
we can, if it is useful and productive, but it is one of
those situations where both parties have got to want
us to help and want us to help find a solution,
otherwise we would be wasting our time. We would
be very happy to do that and we are very happy, as

Witnesses: Mr Mark Byford, Deputy Director-General, BBC, and Ms Helen Boaden, Director, BBC News,
gave evidence.

Chairman: We now turn to the second part of this
morning’s session, taking evidence from the BBC;
can I welcome the Deputy Director-General, Mark
Byford, and the Head of News, Helen Boaden. Tom
Watson is going to start.

Q410 Mr Watson: Good morning. An open-ended
question to start with: how do your proposals for
media partnerships open up and enhance plurality in
local media?
Mr Byford: The first thing to say is we absolutely
believe in plurality; we believe that is good for
audiences across the United Kingdom and good for
the BBC as well. There are a number of ways: we
have looked, firstly with ITV, at the provision of
regional news to help secure plurality there. You will
be aware of our initial partnership proposals for
facilities and desks as well as some limited content
That has now moved on to potential new providers
such as the independent consortia; we would want to
have similar partnerships there and could take
forward the memoranda of understanding but we do
other things as well. We have brought partnerships
on embedded video from our own websites that can
now be carried by national and regional
newspapers—it is up to them, obviously, if they want
to carry it, but we have been able to develop that
partnership and there are critical partnerships on
training, which we do not just do with Skillset but
across the United Kingdom in supporting training at
local level. I was interested that in the previous
session you were talking about community radio: we
have partnerships with the community media
association as well, right at the very local level, where
we can oVer some support.

Q411 Mr Watson: The Press Association is probably
the organisation that is most worried about these
proposals; they think that there is some infringement
in their territory in that sense. They have actually
made the argument that it would reduce diversity; do
you reject that?
Mr Byford: The proposals in connection with
embedded video to the newspapers?

Q412 Mr Watson: Yes.
Mr Byford: We have been very, very sensitive to that.
One of the things that the BBC has been encouraged
to be is more open, more sharing, more enabling and
we have been in liaison with newspapers who have
asked us: “You generate this video material for your

Stewart has said, to help think ahead about how we
can avoid future disagreements of this kind and,
also, think beyond that to 2014 which is when the
licence period concludes to ask ourselves what form
of agreement and what form of licence regime will
ensure that, for example, dispute resolution is built
in if you are still working with that federal structure.
Chairman: Thank you; that is all we have for you.

own site, can you not share it?” yet we have also
wanted to be balanced with the potential to PA or
ITN in market impact terms so we narrowed the
subject areas in which we would oVer that embedded
video to politics, business, health and science and
technology, not on the day for the day hard news, not
sport, not entertainment, areas where PA would
want to pursue that development obviously. I have
met with Tony Watson and liaised with him about
the plans, so they are very restricted by genre and it
is up to the newspapers themselves to take the
content on board. In the first instance there were
four national newspapers that took this partnership
forward using very limited video themselves—the
Guardian, Independent, Telegraph and the Mail but
we do not force it; if they want to do it they can have
it. The interesting evidence of the first three months
is that that has expanded now to around 18 websites
but the use of our material is very, very limited.
Ms Boaden: Just to reinforce what Mark says, the
fact that we are not using as it were on the day
material—this is material that has already been on
our website which means we are not fighting them
where they are strongest. You have to remember that
we have contracts with PA and AP and Reuters
anyway; we have had partnerships with them over
many, many years so we do absolutely understand
their business. We are slightly between a rock and a
hard place on this one because we want to be
sensitive to them but, equally, we do want to share
the value of the licence fee with other players who are
having a diYcult time.

Q413 Mr Watson: PA seem to make some quite
technical but nonetheless very important proposals
to do with the way you do on-line stuV and if you
have invested £1 billion since 1994 in on-line you
have got some learning there. They asked you to
look at sharing some of your audience and usability
research, some of your on-line usage data and some
of the open standards with which moving content is
tagged and the taxonomy of that. Have you
responded to that, are there any proposals to try and
be a little bit more open? It might be too technical a
question.
Mr Byford: When I met with Mr Watson and Mr
Angeli from PA that was not raised in my own
meeting but we will share what we can share. As I
say, the BBC wants to be open, wants to be enabling
and if there is technical data we can share or
audience research and learning we will do so.
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Ms Boaden: There is a whole push at the moment for
more common standards about audience
measurement on-line anyway because there are very
diVerent measures and it is frustrating for everybody,
not least the advertisers, so some of that will be
solved when there is a common standard.
Mr Byford: The key thing to stress, Mr Watson, is
that the material that we share we have already
generated for our website, we are doing no bespoke
work for any newspaper at all. It is work that is
already sitting on our own website that can then be
shared by them.

Q414 Mr Watson: On the website I think it was the
last Charter where for the first time you included
your on-line public service commitments within the
Charter. Have you received any representations that
that should change, that you should not have a role
for on-line at all?
Mr Byford: No.

Q415 Mr Watson: Are there any proposals in the
system to consider charging for on-line news at any
point in the future?
Mr Byford: No. Obviously we understand and
appreciate the fundamental debate now around
business models and the potential for charging and
the diVerent potential charging methods, but the
BBC as you have rightly said recognise now that it is
enshrined in the Charter for our activities across not
just radio and television but on-line. We would see it
as a fundamental public purpose of the BBC to
provide news and information to support our public
purpose of citizenship. The licence fee payer pays the
£142.50 and through that fee they then get free at
point of use access on radio, television and to our on-
line materials.

Q416 Mr Watson: I might be drawing you into too
political a position so feel free to body swerve this if
you want but Rupert Murdoch has recently said that
news aggregators are destroying the news industry,
and that people are stealing content for free and that
he intends to move his organisation into a pay model
for news. Obviously the gorilla that is BBC News
gets relatively bigger and bigger in that jungle when
people start to pay; are you concerned that there will
be pressure on you to reduce your news content in
the on-line space?
Mr Byford: There will be, certainly, pressure or
sensitivity in that we are aware of the potential
market impact of the whole BBC on-line activity
which fundamentally is there to fulfil the BBC’s
public purposes, but in news we have made it
perfectly clear that that is an absolute core public
purpose with universal access to free and trusted
news and information at the point of access, and in
the same way that we have provided that in radio for
80 years and in television since the 1940s and 1950s,
so too over the last ten years we have been
developing it in on-line. Just by the very fact of the
embedded video partnerships we have shown
sensitivity in market impact terms but actual access
to it—universal access at the point of entry—we
believe is fundamental in the BBC’s role of news and

information. On the role of aggregators, obviously
again I am aware of the arguments that have been
put forward by Newscorp and others about the role
of aggregators. We ourselves have to think how do
we get to our audiences that want to utilise BBC
information, and in the main that is through direct
access on the BBC site, but obviously BBC stories
can be accessed through aggregators as well and they
are growing rapidly. You talk of the gorilla: actually
the biggest growth is in those areas.

Q417 Mr Watson: That would not surprise me. You
would see it as the ability for people to find your
content through search engines and news
aggregators as part and parcel of your public service
obligations.
Mr Byford: It is part and parcel of the way that
people are accessing information in 2010. Clearly the
primary focus for us is the establishing of bbc.co.uk
and you using the news site through the BBC but
stories are accessed through aggregators as well, yes.
Ms Boaden: One of the interesting things we have
discovered with the audience recently is that
increasingly they are using mobile devices and they
are actually spending less time in the home, so the
idea of going onto a computer and going to the BBC
website, they will very often just put in a name of
someone they are interested in a story about or a
date or a tag word. The search engine is obviously
the place that will then drive them to us or to
anybody else.

Q418 Mr Watson: That is the PA point, that because
you are very good at search engine optimisation and
people finding you on the web, if they come to you
at number one . . .
Ms Boaden: We would actually regard ourselves as
less good than others on our search engine
optimisation. It is a skill that all of us in the news
business are learning. The Guardian is seen as well
ahead of anybody.

Q419 Mr Watson: The Telegraph is probably big on
any one particular story.
Ms Boaden: The Telegraph is probably very good.
Mr Watson: Thank you very much.

Q420 Chairman: It has been suggested that there is a
certain type of news content which really does not
need to be collected by more than one organisation,
the basic core background footage or whatever, and
that therefore you might consider outsourcing some
of that. Is that something you would consider?
Mr Byford: No. What we have done within the
regional news and the suggested partnership initially
with ITV and then with the independent consortia if
and when they develop is that primarily the
partnerships would be around facilities, studios and
technical facilities, but there is a core amount of
content there that is indisputable between us—an
interview outside a council chamber possibly—
where we can do one camera crew and one report,
but the regional distinctive journalism would be
done by the diVerent teams because the whole point
is to secure plurality.
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Q421 Chairman: Sure. Obviously with things like
interviews it is important that there should be
plurality but if it is just basic, something like the
Prime Minister leaving Number 10 Downing
Street—
Mr Byford: We do that now of course. There are
pooled arrangements all the time.

Q422 Chairman: There are pooled arrangements for
particular events of that kind—
Mr Byford: It is taking forward that principle,
Chairman, to a greater extent and yet at the same
time balancing that with securing plurality. The
whole thing is for the BBC not to be doing both.
Where we gather material, and suppliers of the new
independent consortia are happy that that is shared
jointly, in order to reduce costs, we can look at that
as part of the memorandum of understanding, but
original work—distinctive work—is obviously done
by others.

Q423 Chairman: But the suggestion was perhaps,
actually, that you might no longer use your own staV
for that but that you might commission an outside
organisation and buy in that material.
Mr Byford: Primarily the BBC at network and at
local level has an in-house capability of reporters
and correspondents. We already have agency
agreements such as with PA for stories and agencies
across the country and we would always look, if it is
for the benefit of the licence payer alone, that we can
also get sources of material from other areas too; we
are not doing all our work just by ourselves both at
international and at local level, but primarily we are
an operation that produces BBC material and then
publishes it.

Q424 Chairman: Can I move on to the proposed
local video service which was then vetoed? You will
be aware of the enormous concern that was
expressed by local newspapers at the time that that
proposal was under consideration, which was one of
the major reasons why it did not go ahead. Have you
now withdrawn from that idea completely or are you
looking at alternative ways in which the BBC might
provide very local services?
Mr Byford: We have withdrawn from it. We put
forward the proposals, as you know, for that local
video initiative to build the capability of being more
local with greater video material on the broadband
oVer. That was rejected by the Trust, firstly on the
priorities of the audiences themselves and, secondly,
the sensitivity to market impact. They asked us to
look at ways that we could continue to strengthen
and commit to a strong regional and local oVer but
more in linear work on radio and television. We are
strengthening local government correspondents, we
are strengthening some local news-gathering in areas
across the United Kingdom, we are doing some
work around specialist ‘state of the region’ reports
once a year that we have been able to secure some
investment for but primarily the building of bespoke
local video at a more local level than in our local
radio network we are not doing.

Ms Boaden: You have to remember that our
localness is actually county-wide by and large, big
cities and counties, which is very, very diVerent from
local newspapers, so in the English regions which I
am responsible for you have 40 local radio stations
and their websites which are very modest by
comparison with the 1,100 local newspapers that
you have across the UK who would be able to dig
down into far more localness. Our localness has
always been county-wide which is really rather
diVerent from most local newspapers.

Q425 Chairman: Indeed, although that was the
argument you deployed when you were trying to sell
local video services.
Ms Boaden: Of course and we did feel there was an
audience need there, but we entirely accept what the
Trust has said and we have no ambitions in that
direction.

Q426 Mr Sanders: Do you feel that the BBC has a
duty to assist other public service broadcasters in
these diYcult times?
Mr Byford: Yes, in securing plurality of provision, as
we said right at the start of the session. Clearly the
licence fee itself has been focused on generating
material for licence-payers through the BBC but
where we can oVer support, whether it is through
technical facilities and supporting arrangements
through the memorandum of understanding,
through training, through the examples we have
given about sharing our video, yes.

Q427 Mr Sanders: There was a report this morning
in the Western Morning News about BBC Radio
Devon axing four presenters because the station is
losing listeners to Heart FM and Radio 4. It strikes
me as odd that the BBC would be worried about
losing audience share to another part of the BBC but
Heart FM has a very narrow focus in terms of who
its listeners are and I wonder why the BBC would
want to be competing with a commercial
organisation rather than tracing the listeners that
Heart FM is not aimed at and does not reach.
Ms Boaden: The axing of presenters may not be
anything to do with the competitive position, we
refresh our presenter line-up on a semi-regular basis
and that may be an interpretation given to that
move. You are absolutely right, we have to be
competitive up to a point because, clearly, we want
as many people as possible to consume what we are
oVering, particularly our news oVering, but if we are
in head-to-head competition with commercial
players that is not the right place to be. I suspect
Radio Devon are actually refreshing, as we often
refresh, the presenter line-up to make sure that the
audiences that they have get the best possible service.
Mr Byford: What I would say as well is that BBC
local radio, whether Radio Devon or any of the
others across England, are speech-led; they are
absolutely focused on news, information, debate
and discussion—and sport obviously as well,
complementing the commercial oVer which is
primarily music with some local news. Our
audiences are geared to an older audience, 50-plus—
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it does not rule out of course on any BBC station
who can be listening but they have an older audience
than commercial radio in the main and it is
important for us, you are right, that if a local radio
station is losing some audience to know where and
why and if they are all part of the BBC it is quite
important that we understand that. It is also
important that obviously you want a healthy
audience for local radio but we are not in the kind of
challenge where we have got to beat commercial
radio at all costs in any patch. The most important
thing we oVer is that it is a distinctive oVer of quality,
speech-led journalism and debates and discussion
that is well used by the target audiences that come to
it. The interesting thing with local radio as well is
that as well as the 6.8 to 7.0 million audience a very
high percentage of that audience are unique listeners
who only come to BBC local radio and to no other
BBC service. That is important for us to understand
as well.
Ms Boaden: What they want of course is the
distinctive service of local news and sport, but the
localness is absolutely critical to them, the speech-
led localness.

Q428 Mr Sanders: You are absolutely clear that
there is no dichotomy between wanting to assist
other public service broadcasters but, at the same
time, competing with them for audience.
Mr Byford: The first and foremost of any BBC
activity is to fulfil the public purposes as laid out in
the Charter of the BBC; that is why we are here, so
the driving force of any BBC output—local radio,
network news—is to fulfil public purposes on
citizenship, trusted news and information, taking
people to account, the coverage of democratic
institutions and also the clear public purpose of
celebrating a sense of place and the diversity of the
UK at a local level. Radio Devon and Radio 4’s
Today programme are both fulfilling those roles but
they absolutely have to recognise that they are in a
marketplace with other players, other BBC services,
commercial players and then in the wider sense of
people coming for information in print as well. They
need to see which audiences they are going for, so
there needs to be a discipline rather than an absolute
rigidity. Local radio is primarily an older audience
that it is trying to attract and it is trying to oVer a
distinctive oVer, as Helen said, through high quality
local news, information and debate. It plays some
records during the day but the primary reason for it
being there is not to play music.

Q429 Philip Davies: You have said on a number of
occasions today that you believe in plurality and you
have also said in answer to what Adrian said that the
BBC has a duty to assist other public service
broadcasters, so why should that assistance not
include some of the licence fee?
Mr Byford: Because we feel that the accountability
of the licence fee itself to licence fee payers is critical.
When they pay the £142.50 they know they are
paying it for BBC services and that clarity of
accountability is critical. Secondly, there is an issue
around independence and if this fee was being used

for other priorities, political priorities, that could be
damaging there but primarily it is the clarity that the
licence fee itself is being used for BBC content and,
therefore, we feel accountable to the licence payers
themselves. When asked during the summer as you
will know through the independent research that was
the view of the licence fee payers themselves.

Q430 Philip Davies: What is the big diVerence in
principle between the BBC using the licence fee to
help other public service broadcasters and the
licence fee just going directly to public service
broadcasters?
Mr Byford: The licence fee itself is being used to
support BBC content and BBC services such that the
licence fee payer knows that we are wholly
accountable for that. We have said though are there
ways in our activities, additional to the BBC
fulfilling its public purposes, where we can be open
and supportive? For instance, if there is a studio or
technology or desk space that can be used that saves
those independent consortia costs in them setting it
up themselves free-standing, then we are willing to
explore that and discuss it. Obviously there would
have to be a charge for it but that would support
their ability to be able to fulfil the plurality of a
second source of news more than just ourselves. So
it is not the direct use of the licence fee, it is the BBC’s
activities being able to support them.

Q431 Philip Davies: In the recent consultation
document the Government said quite clearly really
that the television licence fee is not the BBC licence
fee. Do you accept that or do you disagree with that?
Mr Byford: I accept that it is the TV licence fee but
I also believe that because it is used for BBC content
and BBC services the licence fee payers themselves
know in accountability terms what they are spending
their money for and therefore we are accountable to
them because they own the BBC.

Q432 Philip Davies: You are not saying in any shape
or form that the reason why there should not be any
top slicing of the BBC licence fee as you see it is
nothing to do with the fact that you think the BBC
is strapped for cash and it could not aVord to
manage on less; that is not in any shape or form your
argument.
Mr Byford: No, it is a principle.

Q433 Philip Davies: It is a principle, so the BBC
could manage with less money.
Mr Byford: The BBC will manage with the money
that it is given through the licence fee to provide the
wide range of services that licence payers expect.

Q434 Philip Davies: As I mentioned at the start you
have said time and time again today that you
absolutely believe in plurality. What do you say to
those people who raise an eyebrow at that, when ITV
have an incredibly successful, popular income
stream called the X Factor and the BBC go and put
Strictly Come Dancing on at a very similar time?
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What do you say to people who see that as a clear
attempt at the BBC to try and deprive ITV of some
much needed income?
Mr Byford: I say that ITV are getting absolute
record audiences for the X Factor, 15 million on a
Sunday and 14 or 15 million on a Saturday. There
seems no evidence of anything that Strictly Come
Dancing is doing on a Saturday evening which
damages that.

Q435 Philip Davies: That might be because they have
got a better programme than you have but the issue
is that nobody was to know that at the time. The
issue that people raise is that you were deliberately
trying to put on a very popular BBC programme at
the same time as ITV’s X Factor programme in order
to try and deny them some much needed advertising
revenue which does not have the hallmarks of an
organisation that has an absolute belief in plurality.
Mr Byford: It is not true Mr Davies. Firstly, Strictly
Come Dancing is not on a Sunday evening any more,
ITV schedule X Factor both on the Saturday and on
the Sunday. On the Saturday evening the BBC has to
serve licence payers with the programming that they
expect. There is a major family drama, Merlin, early
in the evening, we have contractual obligations on
Match of the Day with the Premier League later in
the evening and, therefore, between those two we
also schedule Strictly Come Dancing and Casualty.
Actually this is not the first year where there has been
a time overlap between Strictly Come Dancing and
the X Factor, this has happened over years, but by us
not being there on a Sunday, by us explaining about
the early evening family drama and Strictly Come
Dancing being in its traditional place we have shown
that we are absolutely clear on our public purposes
and sensitive.

Q436 Chairman: I am advised by my expert on
Strictly Come Dancing that there are reports that it
is going to be broadcast on a Sunday.
Mr Byford: It was certainly not in the initial weeks
that I have been watching.

Q437 Chairman: No, in future I am told there are
plans for a Sunday show.
Mr Byford: I am not aware of that as I speak now but
I am aware that one of the things that ITV have been
able to have this run is the show over two days,
obviously, and that Strictly Come Dancing has been
scheduled, driven by the public purposes of the BBC
to provide high quality, distinctive entertainment
alongside the sport, the drama and the news that we
have, on a Saturday night.

Q438 Philip Davies: My final question is given your
absolute belief in plurality, which I accept, if the only
way that ITV could continue to produce their own
regional news programme in competition with the
BBC, if the only way that that was financially viable,
was through the top slicing of the licence fee in order
to pay for them to do that, which would be your
biggest priority your defence of the BBC having
exclusive rights to the licence fee or your absolute
belief in plurality?

Mr Byford: Firstly ITV, as I understand, have said
that they do not want to produce the ITV regional
news, hence why the independent consortia
proposition has been put forward by the present
government, they have said they do not want to
continue producing it. The BBC’s obligations must
be to fulfil its public purposes and its obligations to
its licence fee payers, that is why we are there. I hope
I have explained to you why we think that the licence
fee itself and its relationship of BBC services and
content to licence fee payers is a critical principle
that the BBC has explained. For me the most
important thing is for the BBC to fulfil its public
purposes but also in any way that it can, through
partnerships and support, secure plurality without
breaking that principle.

Q439 Philip Davies: You are slightly dodging the
question if you do not mind me saying so. If I could
ask you directly and try if you can to give a direct
answer, which to you is the most important:
exclusivity of the licence fee to the BBC or an
absolute belief in plurality? If the two ever come into
conflict which is your absolute most important
priority?
Mr Byford: I am sorry, Mr Davies, but my answer
may not satisfy you in being absolutely one. The
clear priority for the BBC is to fulfil its public
purposes but the BBC also recognises that the BBC
and Britain are stronger with services not just
provided by the BBC and therefore plurality is a
good thing. The reason why we get the money and
the reason why we exist is to provide BBC services to
the licence fee payer. I started in Leeds at BBC Look
North; it is a good thing in Yorkshire that there is
also a commercial competitor to the BBC in its oVer.
We absolutely believe that but we do not think the
licence fee should be used to secure it.
Philip Davies: I got the answer to the question.

Q440 Paul Farrelly: The only argument we have
about the BBC in our household is the scheduling of
Top Gear at nine o’clock—it causes an awful lot of
argument about kids’ bedtimes.
Mr Byford: Not just in your own household!
Ms Boaden: You need the i-Player.

Q441 Paul Farrelly: That is my answer and I am sure
lots of people would love you to show the test card
on Saturday evenings, but may I urge you to resist
that. One other way that you have been looking at
supporting or propping up plurality is not so much
by top slicing as filleting BBC Worldwide in a
discussion about a partnership with Channel 4. Can
you tell us where those discussions stand at the
moment?
Mr Byford: They are ongoing as I understand it
between the BBC and Channel 4.

Q442 Paul Farrelly: When do you anticipate a
conclusion?
Mr Byford: I do not know the precise date for that.
I know they are on-going and being pursued by BBC
Worldwide with Channel 4.
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Q443 Paul Farrelly: One of the questions we asked
the Director-General when he last appeared was
whether splitting oV all or part of BBC Worldwide
was under consideration and he replied categorically
“No”. Then some weeks later I was quite surprised
to read in the Media Guardian an interview where the
Director-General said there was no necessity for the
BBC to own 100% of BBC Worldwide. What is the
current situation in the BBC’s thinking on that?
Mr Byford: There is an on-going strategy review
being conducted by the Director-General and his
team that will report to the Trust in the New Year.
That will look at all BBC services and BBC activities
in the digital age but there is absolutely no specific
plan to hive oV Worldwide or any part of it at this
stage today.

Q444 Paul Farrelly: When will that review conclude?
Mr Byford: In the New Year.

Q445 Paul Farrelly: When in the New Year?
Mr Byford: Between January and Easter is my
understanding of the time that the Director-General
will put forward the overarching proposals to the
Trust for their consideration.

Q446 Paul Farrelly: What is the purpose of that
review?
Mr Byford: The purpose of that review is to look at
the BBC’s fundamental public purposes—in a world
of growing convergence, in a world where digital
switchover will have happened in 2012—in the
overall scale and scope of the BBC and its priorities.
We look at what we do today, how we are fulfilling
that and if there is any need for change and
adaptation that can be put forward for the Trust’s
consideration.

Q447 Paul Farrelly: Finally with respect to plurality
there were lots of people vociferously saying as part
of our last report that it was not best served by
paying an enormous price for Lonely Planet.
Recently we have read that the option that the
founders had to sell the remaining stake to the BBC
had not been exercised and had been extended. Can
you just shed some light on that situation as well?
Mr Byford: I have no further details that I can give
you about the put or the plans with regard to Lonely
Planet and the ownership by them. What I can say,
and I think Mr Whittingdale is aware of this, is that
the Trust themselves are, in the light of your own
work as well as their own, publishing the commercial
review findings and there will be an engagement with
yourselves about that, I am sure.

Q448 Paul Farrelly: Why can you shed no light on
that situation?
Mr Byford: Because I have no precise information to
your question which is what is happening on their
option on the put. I do not have any information
today on it myself.

Q449 Paul Farrelly: That is clear; could you perhaps
follow up and explain the situation in writing
because on the face of media reports it is rather

strange that an option that is not exercised is
extended, particularly when the BBC is being
criticised for the price it paid and has not, according
to press reports, used the position to negotiate a
keener price.
Mr Byford: You in your own report made comments
on that and when the right time would be. There are
certainly no plans at this stage that I know of to sell
or to exercise that but we will get you a file note on it.
Chairman: Thank you; that would be helpful. Tom
Watson.

Q450 Mr Watson: Before I ask my question can I say
there are a number of BBC lovers who quite like the
fact that you clash with X Factor because it means
that the family only have to watch one of them
rather than both of them, but let me stretch the
plurality question a bit further. It is about citizens
having to change their Freeview box to receive HD
content going forward and there was a recent very
quick Ofcom review that is actually to review your
approach on the way that people can access that
content because there was a form of digital rights
management within the boxes. Have you responded
to Ofcom on that? It might not be your area, Mark.
Mr Byford: I will have to provide you with a note.

Q451 Mr Watson: That is fine, do not worry.
Mr Byford: Forgive me on that but if there are ways
that we need to be making it easier for people to be
able to access BBC HD in time through a Freeview
box then I am sure we will be, but I can get you a
more detailed answer.
Mr Watson: That is very reassuring; thank you.

Q452 Chairman: I have two specific issues which
were put to us in evidence we received in this inquiry
relating to complaints about the activity of the BBC.
The first came from the Radio Centre who, in talking
about the partnership discussions, described it as “at
the moment they are long on rhetoric and short on
delivery”. They then made a very specific proposal
which related to the BBC bidding for exclusive
sports rights and in particular they pointed out that
actually since most matches take place on a Saturday
afternoon at three o’clock the number of matches
that could be broadcast by the BBC is quite limited
and so quite a large number of these matches are not
broadcast as a result of the BBC having exclusive
rights. They suggested that you should be, perhaps,
in partnership and not trying to obtain exclusive
rights. How do you respond?
Mr Byford: The first thing to say is that at regional
and local level we do not have exclusive licences.

Q453 Chairman: They were particularly talking
about it in terms of national.
Mr Byford: In a Committee looking at regional and
local media I thought that was worth emphasising,
that we do not within the local radio network. At
network level obviously there is a commercial
dimension to the BBC’s approach to sports rights
that obviously you will appreciate, I know, but we
hear that about the radio rights and the exclusivity
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and that is one of the areas we will be looking at as
part of the overall going forward of the BBC in its
strategy review.

Q454 Chairman: Do you at the moment still defend
exclusive rights for sports matches on radio?
Mr Byford: We absolutely support the fact that we
were able to secure those rights and broadcast them
through Five Live but we also understand the
sensitivity of what is being said to us about the
possibility for other matches being used by others
such that the exclusive rights will not allow that to
happen. We will look at that as part of our future
sports rights policy.

Q455 Chairman: When is that likely to happen?
Mr Byford: On-going.

Q456 Chairman: The other issue which was raised
with us by the Press Association was the operation
of the digital pool and the fact that the content from
the digital pool is made available to the three main
broadcasters but not to the Press Association for
dissemination to their customers or on-line websites.
Ms Boaden: This is an area of on-going debate
because a pool requires everyone to contribute to it
and some of the other players in the pool—because
it is not just us, it is also ITN and Sky—have
reservations about what the PA can contribute in a
pooled sense, so this is an area of on-going debate
between all members of the pool.

Q457 Chairman: Let us take the example that was
given to us which was a press conference about swine
flu where the Press Association were not able to
obtain the footage of that press conference which
obviously would have been of considerable interest
to local newspapers who wished to carry it on their
sites. Surely the people losing out are actually firstly
the Government, who will want to have that
information made available as widely as possible,
and also the local newspapers.
Ms Boaden: What I am saying is that a pool is made
up not just of the BBC and other partners in the pool
have a rather fierce approach to this in terms of what
everyone contributes to it. The BBC is not in a
position in a pool to impose conditions on other
players in that pool.

Q458 Chairman: Are you saying that the BBC would
be very happy for them to have it?
Ms Boaden: The BBC tries to be as flexible as
possible in these situations but a pool is made up of
several players. We have had negotiations and talks
with the other parts of the pool on this very issue and
not everyone is as flexible as we are.

Q459 Chairman: You are trying to persuade ITN
and Sky.

Ms Boaden: I would not say we are trying to
persuade, we are having an on-going discussion with
them because we do recognise it is an issue.

Q460 Chairman: But you are essentially in favour of
allowing content to be made available.
Ms Boaden: I am essentially in favour of us being as
flexible as possible as long as the pool is a genuine
pool where people bring, as it were, equal properties
to it.

Q461 Chairman: That is not the same thing.
Ms Boaden: The argument here is that the PA does
not actually bring enough in terms of people and
resource to contribute to the pool; that is the debate
and that is what we are looking at at the moment
with the other partners in the pool.

Q462 Chairman: Surely the purpose actually is that
if the Government is giving a press conference the
Government wants that information to be as widely
available as possible; it should not be a case of
certain broadcasters saying “We are not going to
share.”
Mr Byford: That would be diVerent to a pool. If
there were only certain crews that were in there but
it was wanted to be widely accessible then it would
be provided; this is diVerent, it is who shoots it that
is part of this pool arrangement. It is not about the
information being available, it is more the
arrangements for who shoots it and then shares it
among that pool. We talked about this with Mr
Watson and Mr Angeli when I met them; my
understanding on it is that as Ms Boaden said there
are certain things about the criteria of cameras and
being able capability-wise to provide the obligations
in that pool. Remember pools are very limited; the
swine flu example you give, I would be surprised if
that ever became part of that core pool, there would
be diVerent organisations there filming the same
thing with Mr Donaldson or whoever, but where the
pool arrangements are understood and are between
the three broadcasters the BBC has got to make sure
that it gets the right material for its services and that
is the same with ITN and Sky, and we will co-operate
with anyone who should be part of that pool in my
view. If there are areas of concern by others within it
about commitment and quality we would have to
look at those alongside them.
Ms Boaden: It is not all in our gift is the point I was
making because of the nature of the pool.

Q463 Chairman: I understand it is not solely within
your gift as long as we can be assured that you are
doing your best to be helpful.
Ms Boaden: We are.

Q464 Chairman: That is all we have for you; thank
you.
Mr Byford: Thank you very much indeed.
Ms Boaden: Thank you.
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Witness: Mr Matt Brittin, Managing Director, Google UK, gave evidence.

Chairman: Good morning. This is a further session
of the Committee’s inquiry into the Future for Local
and Regional Media, and I would like to welcome
Matt Brittin, the Managing Director of Google UK.

Q465 Mr Sanders: How do you think the recession
has aVected Google in that most of your revenue
comes from advertising?
Mr Brittin: Thank you for having me this morning.
The recession has definitely aVected Google, as it has
any other business in advertising. It is a very steep
economic downturn, as we all know. It has certainly
impacted us in most categories in markets around
the world.

Q466 Mr Sanders: Can you give an idea of what sort
of percentage drop you have seen in the last 12, 18
months?
Mr Brittin: In the UK or globally?

Q467 Mr Sanders: In the UK.
Mr Brittin: Last year in the UK revenues for us were
growing in the region of 20% to 30%, depending on
which quarter of the year, as a growth medium where
people are moving online, we are having new people
coming online and also advertisers are using online
more and more. During the course of this year
growth rates have slowed to zero in the early part of
this year, picking up again now.

Q468 Mr Sanders: How do you think your use of
targeted advertising aVects local newspapers?
Mr Brittin: It is a broad question. I used to work in
local newspapers and so I have some experience
there. I think local newspapers are going through a
very diYcult transition at the moment and it is one
that has been going on for some time. Can I just talk
a little bit about my view on that and I will come to
Google’s role in that if I may? The readership of local
press has been in decline for some years, actually pre-
dating the internet, with media fragmentation in
terms of local radio stations and local magazines and
other forms of local publishing, but I think what the
internet has done is it has given more choice of
information than ever before to users of the internet
or the readers of local newspapers and it has also
brought new forms of advertising to local businesses
and national businesses, both of whom make up the
bedrock of the advertising revenue of local
newspapers. I think what you have seen since the
advent of the internet and the internet becoming a
really mass market phenomenon is that people are
spending up to 30% of their leisure time online,

which is a big change in people’s habits of
consumption, and advertisers have got more choice
than ever before. The key categories of advertising
for local newspapers are those classified categories of
jobs, homes and property. What you see there is very
successful online businesses for the first time
challenging that local advertising revenue. In the
case of cars, Auto Trader is incredibly successful in
the UK and you have seen a big shift of motors
revenue to online. Auto Trader is actually owned by
Guardian Media Group which also operates local
newspapers. The same applies in property where
RightMove and FindaProperty and other
companies operate and have provided competition
for advertising revenue, and Google plays a part
here, but in the main classified categories it is other
players that specialise in those categories of
classified advertising that have won more share.
What you have got going on is a big shift in
consumer attention, a big shift in the choice that
advertisers have available to them and they have
been able to experiment with and use and find that
internet advertising is successful for them. Google is
a part of that but the main categories of advertising
that aVect the local newspaper businesses are other
players that have taken the lion’s share there.

Q469 Mr Sanders: You insist that, “It is not us, mate;
it is other people”. The people you used to work for,
Trinity Mirror, in their evidence to us said, “Google
use a targeted advertising model to poach large and
small advertisers from regional newspapers across
all of the advertising categories”, so there the
industry sees you, not the other players, as being the
body that is taking advertising revenue away from
them.
Mr Brittin: Well, yes. There are a couple of things
there. You quoted the word “poach” which suggests
some feeling that there is an ownership of
advertisers.

Q470 Mr Sanders: That is Trinity Mirror’s word.
Mr Brittin: I am just raising the point that that
implies a feeling of ownership of advertising which
perhaps is not the way that the advertiser would see
it. I think what the internet has done is that it has
definitely brought new and targeted forms of
advertising. Google does that too. Previously, if you
were in Liverpool and you wanted to advertise a job,
the only way to do it really was in the local
newspaper. Now you can post that job on Monster,
on Jobsite, on newspaper-owned classified websites
online as well, so there is definitely a huge choice
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available to advertisers that was not there before,
and Google is a part of that, but one of the issues
that we as a company face is that people sometimes
think of us and the internet as being the same thing.
Clearly we are not, so the eVect that I am trying to
talk about is the eVect of the internet making literally
trillions of web pages and pieces of information
available to consumers. The internet has brought
that into people’s living rooms and Google is
associated with that because for many people we are
the gateway to finding all of that stuV, but the
internet is not Google. It is the choice that
consumers have and the choice that advertisers have
that is the important factor here and that is a
challenging environment for local newspapers.

Q471 Mr Sanders: So you see it as a natural
evolution?
Mr Brittin: It is more than an evolution because the
pace of change is really rapid, and that is what makes
it, as I said at the beginning, a very diYcult transition
for local newspapers. It has not happened slowly; it
is something that has happened very fast, and also
the current economic slowdown has further
accelerated some of those changes because
advertising revenues have fallen away more rapidly
which has required them to respond more rapidly. It
is not an evolution. There are some big changes
going on here that present challenges for all
companies, including Google, and the main changes
are rapid changes in consumer and business
behaviour in response to more choice and
challenging economic times.

Q472 Alan Keen: Could I ask you to help us with
what the situation is now? What has happened is
moving very quickly and we do not want to ask you
to predict too far ahead but what will be the situation
with regard to local newspapers and the internet in
three years’ time and ten years’ time? Will they be
printed?
Mr Brittin: Funnily enough, in my job people do ask
me to make predictions from time to time and I find
it incredibly diYcult to do. The main reason is that
it is very hard to understand how consumers and
businesses will adopt technology. If you look at
things like the advent of SMS on phones, the use of
the short message service, which was developed as an
engineering way of communicating between
telecoms engineers and has taken oV into being a
huge phenomenon, it is very hard to predict how
things will happen. I think there is a sustainable and
successful future for local media over the medium to
long term. They are going through a very diYcult
transition at the moment but why do I have such
confidence? First, the newspaper is a format that I
think will continue to exist. It beats online in a
number of respects. You can flip through things, you
can find things easily, it is a mass assortment of
stories and content, including advertising, that is
relevant to you if you buy a newspaper that suits
your needs. I think that format will persist. The
economics will change but I also think that it will not
just be about newspapers. One of the great
opportunities for local media is the internet because

it changes the costs of distribution completely. You
can distribute your content worldwide for free, so it
will allow you to reach completely new audiences
that you could not reach before. It changes the
economics of production. You can capture high
quality video content for virtually nothing. If you
have got a phone with a video camera in it, it
eVectively costs you nothing and you can upload
that to the internet and you can engage with
communities. In the written evidence that we
submitted we showed a number of examples of really
good local community websites that have a lot of
interaction with their communities and provide a lot
of value to those communities, and I think there are
some really exciting opportunities that the internet
brings for these companies. The economics are going
to be diVerent from a time when the only place to
advertise was in your local paper. That is going to be
a diVerent set of economics but I think there is an
exciting future there.

Q473 Alan Keen: It is interesting when you use the
words about advertising that traditional newspapers
think that they own the advertising somehow or
other and it should not be taken away from them;
they resent it. They are entitled to resent losing their
business—well, not resent it but they have to
understand that. I came on the tube this morning.
You cannot see anything for free newspapers
scattered all over the place. Do you think the need
for a greener world will deter free newspapers as
well? Will it stop people from giving the free
newspapers and wasting a tremendous amount of
resources? Is that a strong argument?
Mr Brittin: I think the newspaper and newsprint
industry would argue that they do an awful lot to
recycle and I am not an expert in that area. I do not
think that the primary concern of the consumer is
the environmental footprint of newspapers but I
may be wrong. What you allude to underneath this
is a whole debate about free content and one of the
interesting things at the heart of this debate is that
newspapers themselves have made their content
available, in some cases even more content than is in
the newspaper, on their website and they have
chosen to do this and they have done this for over a
decade in many cases, certainly pre-dating Google
and certainly pre-dating Google coming to any
prominence. What is going on here is that news
publishers have wanted to benefit from this
explosion of choice for users and the opportunity to
have their content reach new audiences, and people
have got used to having news content for free and,
obviously, they can get content for free as well from
the BBC, which is another issue for the regional and
local newspaper industry. They have also got used to
having free content—the London Evening Standard,
the Metro; these are quite good newspapers that are
providing their content for free and I think there is a
real debate raging in journalism and you can read in
their own newspapers about to how to deal with
that. My view is that online everybody needs to
experiment. As I mentioned earlier, the pace of
change is so rapid in both what consumers and
businesses are doing that if you are not
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experimenting and figuring out new ways of doing
things then you are going to struggle, and I think
some of the things we have seen recently with
announcements about testing paid content are very
interesting. I met recently with John Fry, who runs
Johnston Press. Just this week they have announced
that a number of their very local titles are going to
test a paid subscription basis online. That is a good
thing to be doing, testing that and finding out
whether there are some types of content that people
are prepared to pay for and, if so, at what price. That
is a good thing to be doing. You have got ten years
of consumers being used to this stuV being free. Now
people are starting to say, “Hang on a minute. How
sustainable is this? Are there types of content that we
can fund through subscription and payment as well
as funding some through advertising?”.

Q474 Alan Keen: Obviously, in a way you are
competing with the BBC. Everybody competes with
the BBC because it produces such a wide range of
services. I did suggest to local newspaper owners a
few weeks ago why did they not approach the BBC
to see whether they could put their newspapers on
the BBC website so that when the readers access
their newspapers they can put adverts on there. The
BBC would not have anything to do with the
advertising on the site.
Mr Brittin: It is not for me to comment on the BBC
and what it will or will not do. What I would say is,
what does Google do in respect of local newspapers?
A couple of things I think are really helpful. First, we
help people find content online, so you go to Google
or Google News, and perhaps we will talk about
Google News a bit later, to find stories; not to read
stories but to find stories and find news content, and
so we deliver something like 4 billion clicks a month
worldwide to news publishing organisations of all
types. A huge audience finds content online through
us and goes to those sites. Once those clicks go
through to those sites those are people reading
stories and engaging in advertising who can then be
enticed into reading other parts of the newspaper
and potentially become somebody who goes direct
to the newspaper and so on, so one thing we do is
help people find great content. Another thing that
we do is help newspapers make money. Because we
have a large number of advertisers around the world
and we have technology that can allow advertising
to be very targeted, we have a service which you may
have seen in some news websites where you see “Ads
by Google” and there are a number of text-based or
sometimes image ads showing on parts of newspaper
websites. What they have done there is that they
have said, “We would like Google to try to help us
make money for this part of our website”, and the
majority of the revenue goes to the news publisher,
not to us, and that is a way in which we are helping
them to make money from their website. Our role in
this is not as a content provider in the traditional
sense. We have technology that can help publishers
deal with some of this transition. We are not going
to solve all the economic challenges here but we do

think that some of our technology can help this
transition to a world which is going to include both
newspapers and online content.

Q475 Mr Ainsworth: Sticking with Google News, we
have had evidence from the newspaper industry that
they do not look upon you as some sort of great
benefactor operating in a benign and generous-
hearted way but rather more like a parasite. We have
had evidence from Sly Bailey, who referred to the
“super-dominant position” of Google and Google
News, and made this observation: “[Google] do not
spend a penny on any kind of journalism at all but
they are making money out of our journalism”. How
do you react to comments like that, and of course
they are not isolated, these comments; they are quite
widely held?
Mr Brittin: As I say, the industry, and all media
industries with a strong advertising revenue line are
going through a diYcult transition so I accept and
understand the pain of these organisations and I talk
to many of the people and we work with most of
those companies on a regular basis. Trinity Mirror,
Guardian Media, Johnston Press—these are
companies that use the technology that I have just
mentioned themselves and are partners with Google
in that way. I have read in newspapers, oddly
enough, some of the comments that have been made
about parasites so I want to make one thing
incredibly clear. We do not steal content. If you look
at Google Search and Google News what you will
find is what we call snippets—a little line and a link
that will take you through to the originator’s
website. That is accepted as being in line with
copyright law worldwide. It is seen in the same way
as a newspaper article quoting lines from a book in
a book review. That is the kind of use of copyright
content that we make, so we absolutely fiercely
defend copyright owners’ rights and it is wrong to
paint us as stealing content. We are, if you like, a
virtual newsagent. You come to Google News, you
find quickly the stories that you are interested in and
you go through to the website. The amount of traYc
that comes from us is equivalent to about 100,000
clicks a minute to these publishers’ websites. There is
a lot of volume there, so we do not steal content.

Q476 Mr Ainsworth: But do you pay for it?
Mr Brittin: No.

Q477 Mr Ainsworth: You do not pay for it?
Mr Brittin: No, we do not, but if you think about the
virtual—

Q478 Mr Ainsworth: You take it for nothing?
Mr Brittin: No, we do not take it. We provide links,
we provide distribution. If you think for a minute
about the virtual newsagent analogy, in a physical
newsagent’s shop newspapers will pay the newsagent
to have their newspapers in the shop. We do not
charge anybody for this service; this is a free service,
so we do not—and I absolutely want to be clear on
this; I am sorry to be so firm—steal content.
Secondly, it has been alleged that we make an awful
lot of money oV the back of this content. If you look
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at Google News, we do not serve advertising on
Google News; there are no adverts on Google News.
Google Search—again, on news topics you will
rarely find adverts on Google Search. If you think
about it for a minute, if you are doing a search for a
hotel in Paris, that is clearly a commercial search so
an advertiser will be interested in showing up against
that, and indeed you will find sponsored links from
advertisers against that search. If you search for
“bomb in Baghdad” you are unlikely to find an
advertiser to who wants to serve an ad against that
or it is unlikely that there will be a consumer
interested in buying something, and so if you look at
what goes on we do not make money from this
content in any great measure and our objective is not
to make money from it. People think Google is
about helping them find information on the internet.
We want to help people do that, although news is not
a category which has got a lot of commercial
opportunity for us in the current outlook we have.
Part of our service to consumers is to try to provide
that. We do not steal content, we do not make money
oV this news content in anything like the proportions
that are being insinuated in those kinds of remarks,
and, thirdly and importantly, publishers have
control. They chose to make their content available
for free online and they have the control now and
have always had the control to allow them to opt out
of Google Search or Google News, so they can, with
very simple things, eVectively say, “I do not want to
appear in Google Search”, “I do not want to appear
in Google News”, or, “I want to appear in one and
not the other”. They can do that today, so they have
also got control and they choose to stay and have
their content discoverable in those ways, I believe
because they find it helpful to have large numbers of
people coming through to their websites and reading
their content. That presents a commercial
opportunity for them both to make money through
advertising and to encourage them to come back and
enjoy the content more.

Q479 Mr Ainsworth: It all sounds terribly plausible
but it does not really explain the resentment which
we have witnessed on this issue and the sense that
your aggregation processes are contributing to the
problems which you have already mentioned of
regional newspapers in particular.
Mr Brittin: As I said, I can really understand the
emotion that goes with this. I have worked in local
newspapers and I have many friends and former
colleagues who are still in that business. What they
are facing is a tremendous pace of change the like of
which has not been seen before. It is easy to see the
internet, which brings both competition for reader
attention and competition for advertiser spend, as
being the root of that change and it is easy to see
Google as a gateway to a lot of that as being very
strongly associated with it, but what I have tried to
lay out for you in my answers are the facts about how
we operate, because beneath the headlines, when
you get into a little bit of detail, there is much more
control in the hands of the publishers.

Q480 Mr Ainsworth: So you do not think that you
are contributing to the woes of the traditional press
industry?
Mr Brittin: We are a technology company that
innovates at a fast pace, so we are part of that
internet phenomenon, if you like, and in the sense
that the internet and the way that people and
advertisers are spending their time online, it is
facilitated by Google. I guess we are part of that
macro trend, but what we do is work closely with a
lot of these companies in the ways that we can help
them. I mentioned meetings just in the last week with
a number of the MDs of these regional newspaper
groups. I was about three weeks ago at the Society
of Editors talking to some of the top editors in the
country, about 90 or 100 top editors, about the
opportunities and challenges for journalism in this
world. We work with the Newspaper Society to try
to make tools and technologies available to their
members who are the regional and local newspaper
companies, so we try to collaborate in the areas
where we think we can bring some value.

Q481 Mr Ainsworth: Are you at all worried that if
this trend continues, the downward trend, in
regional media in particular, you will end up with no
product because newspapers fold, journalists stop
working for them, the stories do not get written and
there is nothing to search for, if you follow the
process to its logical conclusion?
Mr Brittin: There are two things there. People search
for all kinds of content, not just news content, so I
think people will continue to use the internet even if
that disaster scenario occurs, but I do absolutely care
about there being great quality journalism, not just
on the internet but continuing, because obviously it
plays an important role in society. The reason we are
here is to consider some of those concerns. The
accountability that local organisations and local
government are held to through the local press is
incredibly important. They are also able to bind
together communities and, as I have said, I believe
there is a successful long term future for the local
media. I think they are in a diYcult and sudden
transition exacerbated by the steep economic
downturn but if you look at some of the innovative
things that they have been doing, many of them by
companies like Johnston Press or Trinity Mirror
with a range of hyper-local newspaper sites, they are
starting to use the technology in new and diVerent
ways that are not just based on their 20th century
business model but are looking to the 21st century.
We want to play a strong part in that. We continue
to listen to the industry and try to develop our
technologies to help them do the kinds of things they
want to do.

Q482 Chairman: Can I just press you because what
you have just told us is slightly diVerent from what
Carolyn McCall said? She told us, “At the moment
they send traYc to us when someone clicks on
Google and asks for something. Google will say,
perfectly rationally, ‘You get traYc; we get revenue’,
because they sell ads at the point of distribution.
They make money on our content by selling ads
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around that point of consumption.” You have just
suggested to us that you do not sell ads at that point
of consumption.
Mr Brittin: Carolyn is right to say that Google
makes money from targeted advertising adjacent to
search results; that is how we make money. In respect
of queries to do with news content, which was what
I was talking about, there are a couple of points to
make clear. On Google News we do not serve
advertising, and that is an important part of the way
we operate.

Q483 Chairman: It is the aggregation that you
carry out.
Mr Brittin: “Aggregation” is not the word I would
use. Basically, we put links to news stories together
in Google News. There is no advertising content
carried on on Google News. We have occasionally
experimented with advertising formats but if you go
there you will find there is no advertising on that. If
you go to a general web search then we do show
advertising in Websearch but, as I mentioned with
my analogy of the hotel in Paris, anything that is a
commercial query clearly advertisers want to appear
against and we make money from that. News queries
typically are not queries where advertisers want to
appear and do not have a commercial intent behind
them, so, as I say, if you are searching for “bomb in
Baghdad” it is unlikely that you are looking to make
some kind of acquisition in relation to that query
and therefore there is no market to cover there. If
you type “Michael Jackson death” you might see an
ad for a Michael Jackson CD and it might be that
somebody is interested in buying that, so we might
make money there, but you will also see results from
Google News and if you are somebody who has
typed that because you want to see the news stories
you will see a snippet and that will take you through
to the news publisher’s website. I am clarifying what
Carolyn says. It is absolutely true, we make our
advertising revenue through serving adverts against
search queries, but if you look at the category of
news queries and the clicks that go from us to
publishers’ websites you will find very few of them
have advertising against them. If we could serve
more advertising against them and share that
revenue with publishers that would be helpful and
we are experimenting with doing some of those
things. For example, we have a product which we
have called “Fast Flip” which we have launched in
conjunction with 36 or so publishers in the US on a
trial basis; we always experiment but we have done
it in conjunction with publishers. If you just step
back for a second and think about how you read the
news online, you typically find a story and go to a
story, if you think about your own experience. What
you do with the newspaper is that you browse
through the newspaper and you stumble across
things that are of interest to you or you flip through,
“Oh, that’s an interesting story”, and you read it. On
the web that experience is not really there, so what
Fast Flip tries to do is provide an interface that
allows you to flip quite quickly through pages of
newspapers and then, when you see something you
want to read, you click and you go through to the

website, so that is the kind of technical innovation
that we are trying to do in partnership with
publishers to see if we can help them to get more
people to read their content online. The content
people typically go through to read is headline news
stories and not so much the features content, so if
you are in a situation where you can browse you are
more likely to read through some of the features
content. That could help also present a business
opportunity for publishers. I hope that clarifies the
comments that were made.

Q484 Chairman: Their other criticism, of course, is
that even if you do help them persuade their
customers to click through to their site, actually they
are not really getting any money out of it because the
advertising revenue of their sites is minimal
compared to the amount that you are taking.
Mr Brittin: As I say, the traYc that is coming
through those clicks we are typically not taking any
money on at all. The only way we make money is if
somebody clicks on an ad rather than on a news link.

Q485 Chairman: I think it is just Google’s
dominance in terms of the proportion of online
advertising which you take.
Mr Brittin: That is a diVerent point. If I can just talk
a little bit about the online advertising market, this
is still a very early stage. We are ten years into the
internet and far fewer years into it being a really
mass market phenomenon. It is absolutely true to
say that publishers can make less money showing an
ad to an online reader than they can to a traditional
print reader. Partly I think that is a legacy of the days
when in print was the only place to advertise and one
of the reasons that we supported a relaxation in the
merger regime in respect of local newspapers is
because we believe, as Sly and Caroline, who you
quoted, mentioned very clearly, that it is a much
more competitive market for advertising, so I think
it is right that we look again at the regulatory
regimes there. Online we are at the beginning of
advertising and figuring out how to provide value to
readers through advertising and how to make money
through advertising on the internet, and we and
other people have technology that will help them to
do that and The Guardian and many local newspaper
groups use that technology, so there is a diVerence in
the amount of advertising you can make per reader
on and oV line. Partly that is the historical legacy and
partly that is because it is an early stage market that
needs to develop further. You also mentioned the
point about our success at Google in getting a share
of the online ad market. We would say that we have
reached the stage that we have through investing in
technology and innovation, and indeed I notice that
John Fingleton talked to MPs about this recently
and said there is no evidence that this is—

Q486 Chairman: It was my question on it.
Mr Brittin: It was a very good question, Mr
Whittingdale. Thank you for asking it. He said there
is no evidence that this is bad for consumers. “Where
a company has reached its position through superior
innovation, foresight and better targeting of
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customers we are wary of intervening. There is no
evidence that there has been any harm to customers
or related companies. We see a lot of customers
benefit from what is happening in this market place
from high innovation. It is good for the British
economy”. Those were his words, not mine.
Chairman: I remember them extremely well.

Q487 Mr Watson: Many of us agreed with those
words as well. We have been deeply interested in the
changes that were announced in Google News, I
think, yesterday or the day before, to allow
publishers more flexibility in the way that Google
News operates so they can restrict page click-
throughs. Can you talk a little bit about your
thinking behind that and whether that is a response
to the pressure you have been put under by some of
the publishers?
Mr Brittin: Certainly. Maybe I can start with the
basics of how Google News operates and I will then
try to explain the changes because it is a little bit
involved. As I mentioned, Google News is a service
for publishers and users and publishers can choose
to have their content in Google News very simply.
They have control over whether they want to be in
there or not. Actually, we allow them more granular
control than that. They can decide, “Do I show a
headline, a headline and some text or an image?”,
and so they have some control over what happens.
For some time we have supported publishers not just
with all their content available for free but publishers
who have content that is available only to
subscribers, so the Financial Times and the Wall
Street Journal are two examples of such publishers.
We think that if you have paid content that you want
people to subscribe to you want it to be findable, and
so do the Financial Times and the Wall Street
Journal and many other publishers. What they
would say is that they would like people to be able to
find their content on Google News, come through to
their website, read a bit of it and then be oVered the
chance to subscribe to read more, and that is how
they operate and that is a great thing. We think that
is a good thing and we want to encourage that. One
of the issues with that model was that it was possible
for somebody to go to Google News and then go to
the publisher’s website and read a story and then see,
“If you want another story you need to subscribe”.
We had a system called “First click free” that
allowed users to do that. What we have done in the
last few days is that we have announced an
enhancement to that system. The issue with that
system for a publisher with paid content was that we
were able to index all of their content and show the
snippets in Google News, so somebody could come
from Google News with a first click, read a story and
go back to Google News and with another first click
read another story, and they were aware of this but
it was a limitation of the system. What we have now
done is that we have provided more control for those
kinds of publishers so that they can allow people to
come through from Google News up to five times
before they are shown the pay wall but they can no
longer exploit that loophole of keeping on moving
around. What it does mean, and I want to be very

clear about this, is that for those publishers who
make their content available for free there is no
change. They can still have all those stories accessed
in Google News. There is just this additional level of
control for publishers who currently have or want to
experiment with a paid service. In my view, in the
long term we will see more paid news services being
available, subscription content where the content is
scarce or of a particularly targeted or niche quality.
I think there is a good case for there being
subscription models there, and many exist profitably
today, but I think we will continue to see a lot of free
or ad-funded news content on the web as well. It is
great to see companies from Johnston Press through
to some of the larger ones experimenting with this
now. I think what that demonstrates is that at
Google we are trying to listen to what publishers
want to do and develop technologies that help them
to do that.

Q488 Mr Watson: Has Rupert Murdoch indicated
whether he is happy with the changes you have
made?
Mr Brittin: I have no idea.

Q489 Mr Watson: Okay. Just in terms of who this
applies to, anyone that registers as a news provider
can go through the criteria to get on to Google
News?
Mr Brittin: Correct.

Q490 Mr Watson: And so that would apply to all
local papers as well, is that right?
Mr Brittin: Yes.

Q491 Mr Watson: Have they been asking you for
this or are you just spotting where the market needs
a bit of—
Mr Brittin: A bit of both. As I say, despite the
headlines, we have very good collaborative
relationships with most of these news organisations
and our people talk to them about the technology
and how it can be improved. We start from the point
can we improve the experience for the user, and,
secondly, can we help the publisher to have a viable
long-term business product online, and so it has
come out of those collaborations.

Q492 Mr Watson: Can I ask you a slightly left field
question to do with that? Some people have said that
in the Digital Economy Bill there is a proposal to
give a power to the Secretary of State to amend the
Copyright Patents Act 1988, and some people have
said that a future secretary of state could deem that
the snippet of news that you provide as an
aggregator is a copyright infringement. Are you
concerned about that part of the Bill or have you
made representations to Government on that?
Mr Brittin: As a matter of fact we have. I start from
the point of view that we are broadly supportive of
the Digital Economy Bill and we are clearly very
supportive of the right of content originators to have
their rights protected and to be able to make money
from that content, and I can talk about examples
that show you why we put that into practice. There
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is a clause in the Digital Economy Bill, clause 17,
which gives us concern. We, along with Yahoo, e-
Bay and Facebook, have written a letter expressing
our concerns about this. The reason we are
concerned, without going into too much detail, is
that the clause is very broad and it will enable the
Secretary of State to extend his or her powers to
enforce copyright without future legislation. Our
concern about that is that it is an attempt to try to
future-proof the framework against all kinds of
things that none of us can foresee and we think it
could have two main negative impacts, the first being
that it could be a drag on innovation. If people are
experimenting and trying to come up with new ideas
and they feel there is an extra risk that copyright
protection might be extended in some unforeseen
way, they are less likely to invest in that innovation.
Secondly, there is a concern around privacy because
enforcing copyright protection requires evidence of
breaches which therefore requires user data to be
accessed. Giving Government such a broad power
that could threaten those two areas is a concern and
that is why we have expressed those concerns.

Q493 Chairman: Can I just come back to you on
what you were saying about your support for the
rights of creators in terms of their content? Google
in the past has not been terribly co-operative when
asked to remove links to sites which are distributing
content illegally, ones like the one set in Russia, All
for MP3, I think was one of them, and certainly I can
remember people saying, “Oh, well, we cannot know
whether whatever thing is illegal. It is not for us to
judge”.
Mr Brittin: I am afraid I am not familiar with the
case that you mentioned. To talk about how we
operate in a bit more context, there are over a trillion
websites and pieces of information on the internet
and it is impossible to police whether or not
everything is legal. Any time that something comes
to our attention as being illegal content we will
remove it from our index.

Q494 Chairman: The music industry have told us in
the past that when they have come and said, “This
site is distributing music either for nothing or at 5p
a track rather than 90p a track, and they have
acquired that illegally”, you have not immediately
leapt to take it down.
Mr Brittin: Again, I am not familiar with the
particular case, but generally speaking the remedy
tends to be for the complainant to go to the site
owner or publisher and ask them to desist from any
illegal behaviour, but also, if we are made aware of
something being illegal, we take it out of the index.
There is perhaps another example I can give you that
illustrates some of the issues around copyright more
clearly, if I may. YouTube is a site that we own and
operate, and on YouTube we are now in a situation
where 22 hours of video content are uploaded every
minute. There is a huge amount of content that goes
onto YouTube. In fact, just this morning we
announced that Channel 5 are going to be putting
some of their content onto YouTube, television

shows and catch-up content, as Channel 4 did
recently, so it is now becoming a more established
environment for people to watch video, which is
great for consumers and also good for those
companies who can make money from showing their
shows to a new audience through advertising. But
imagine you are a movie studio and you are
concerned that copies of your content have been
illegally uploaded onto YouTube. What do you do?
This, I think, is a great example of where sensible
protection for copyright, along with technology, can
provide not just a way of addressing copyright
concerns but actually the potential for a new
business model, so a movie studio can upload a copy
of their content to us at YouTube and say, “I would
like to find all copies of this content across the site”,
and we have built a technology in conjunction with
these kinds of players called Content ID. What
Content ID does is that it allows you to find copies of
that content, not just pristine DVD copies that have
been uploaded, but if somebody has taken a shaky
camcorder view of your movie in their local cinema
and uploaded that, the technology is pretty good; it
can identify those copies, so the studio can find
copies of this content all across this vast YouTube
universe of videos, and then they can choose to do a
number of things. They can take it all down
immediately. If they do that any user uploading a
copy of that content will be told, “Do you realise you
are in violation of copyright laws and you cannot
upload this content?”, so that is a really important
thing to be able to do, educating people. 90% of the
organisations that identify and claim their content in
this way through Content ID leave their content up
on YouTube. Why would they do that? They leave it
up because they are then in a position where they can
monetise that through advertising or through
directing people to buy a copy of that content in a
store, buy the Monty Python DVD in Amazon, for
example, and it also allows them to see where people
in the world are interested in their content. If you are
a band and you put a video up there and you see that
you have got huge interest in Canada and in
Australia, that might present a commercial
opportunity for you to undertake marketing activity,
so you can see, hopefully, how a combination of
technology and sensible rights protection cannot
just provide control to the copyright owner but also
provide business opportunities. That is one of the
exciting areas, I think, that illustrates how we feel
about copyright.

Q495 Chairman: I commend what you are doing
with YouTube, which I read about and I think is
absolutely right. I am more concerned about
websites which are flagged up by your search engine
which are operating essentially in criminal activities.
I will give you another example which has concerned
this Committee in the past: the plethora of sites
claiming to have tickets for bands like U2, the V
Festival, any number of websites,
www.U2boxoYce.com, and huge numbers of people
have sent oV large amounts of money for tickets and
have never heard anything again. Those sites are
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flagged up by your search engine. They are quite
plainly criminal sites based usually in Northern
Cyprus or somewhere in Russia. Why are you not
removing those?
Mr Brittin: As I said, because I do not have the facts
about the specific examples you mention I cannot
address those specifically today, but in general if
there is a site that is operating illegally and it is
brought to our attention, we will address it and
remove it from our web search results if, indeed, it
contravenes law. We have to comply with local law
and also we try to comply with local customs in all
the markets in which we operate. I make a strong
point here: we are not a policeman and neither would
you nor consumers want Google to be a policeman.
We rely on the legal system and local or international
laws to point to content which should not be
available to consumers rather than doing that
ourselves through some judgment.

Q496 Chairman: I understand that. I only make the
observation that failing to act can be helping evil as
much as doing evil.

Witness: Mr Paul Bradshaw, Lecturer in Journalism, Birmingham City University, gave evidence.

Q499 Chairman: Good morning.
Mr Bradshaw: Good morning.

Q500 Chairman: For the second session could I
welcome Paul Bradshaw, a lecturer at Birmingham
City University. You have been listening to Google
and I am sure you have seen also the submissions the
Committee has had at previous sessions from local
and regional newspapers. Could you start oV by
giving us your view of how serious the crisis aVecting
local newspapers is and to what extent it is of their
own making and that the solution lies in their own
hands?
Mr Bradshaw: Undoubtedly they are in enormous
crisis. I think we need to separate that from the idea
of local publishing generally because the key
problem for local newspapers is for specific
businesses and the legacies that they have,
particularly around debt and expectation of profit
margins but to service those debts and shortfalls, so
we are undoubtedly in a problem. Advertising across
the board has pretty much dropped oV the cliV and
their attempts to address that by making new profits
in new markets online have not succeeded
particularly well. They have not done very well
online for various reasons, partly because they have
not necessarily invested an enormous amount in that
and partly because they are hampered by those
legacy systems. They are based on enormous cost
bases from a print market whereas the people who
are being successful online are able to come to that
from a fresh canvas and look at it afresh with
completely fresh business models.

Q501 Chairman: What do you think is the future for
local newspapers?

Mr Brittin: I understand your comment. Without
the facts of a particular case I cannot answer that
case, but in general we work very hard to ensure we
comply with law and provide the protections you
allude to without becoming a policeman who
editorialises on what may or may not be shown on
the internet.

Q497 Mr Ainsworth: I appreciate we are straying
rather far from local media, but I am interested in
that last point. How often is your attention drawn to
supposed illegal sites and by whom? Is it a regular
event or does it happen only rarely?
Mr Brittin: Do you know, I could not tell you the
answer to that. It is not something that comes across
my desk on a regular basis. I do not think it is a huge
issue, but there are established channels for dealing
eYciently with that within Google. I am sorry I
cannot tell you the answer.

Q498 Chairman: Indeed, it is a long way from what
we were going to talk about this morning, so I expect
you probably did not expect to be asked about it. I
think that is probably all we have. Thank you.
Mr Brittin: Thank you very much.

Mr Bradshaw: I think we are going to see some
newspapers fold. I think we will also see more
newspapers spring up in their place that do not have
those legacies hampering them eVectively and you
will see an enormous amount of broader
communication in publishing in local environments
which is already happening. Already you are getting
a very significant, what you might call, “hyperlocal
movement” of publishers who are passionate about
their local area and particularly frustrated by the
lack of coverage that they do get in the local press
because the local press has got such an enormous
patch to cover and, if you like, a commodified
approach to news, but they are trying to plug the
gaps they see local newspapers leaving behind them
as they cut costs.

Q502 Chairman: Local newspapers are now failing
to fill the gaps partially because of the economic
pressures. We have been concerned in the past about
the core local journalistic activity covering things
like local magistrates’ courts and district council
meetings which are no longer being covered. I am
not sure that the solution you are suggesting is going
to cover that either. Do you think there is a problem
around the sustenance of local democracy which is
being suggested?
Mr Bradshaw: To some extent. I think the issue with
local democracy is that the commercial pressure has
never been particularly to report those things. The
idea of reporting council meetings, and that is what
is often described as the “bread and butter material”,
is not particularly attractive editorially, it is quite
expensive to do, and that decline, if you like,
predates the internet by quite some distance. In
terms of whether or not that will be covered by the
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people who are springing up to fill the gaps, the signs
are quite encouraging. The sort of hyperlocal
operations, blogging operations, at the moment—I
think there will be print operations as well—are
explicitly seeking to cover those activities. I think the
biggest thing that is holding them back at the
moment is the fact that eVectively the market they
are operating in is so small to begin with that it will
take a few years before they gain the base to be able
to do that particularly eVectively and gaining access
as well, which is often a problem, dealing with
diYcult public authorities and also the fact that, in
fact, they are competing with local newspapers. It
may be if a particular local newspaper dies, a
hyperlocal operator in that area will then have more
freedom to do the kind of bread and butter council
coverage.

Q503 Chairman: Is there a danger, though? With
local newspapers they are employing professionally
trained journalists subscribing to things like the code
of the Press Complaints Commission and they will
endeavour to be accurate and impartial. None of
those things applies necessarily to alternative online
bloggers, et cetera.
Mr Bradshaw: The funny thing is they do. Most of
these new entrants, if you like, are operated by
former journalists or people who have worked in the
media. On the idea of what is quality, if you like, and
the idea of impartiality and things like that, there is
a lot of overlap between the ideas of quality that
hyperlocal bloggers and journalists have in
mainstream publishing. There are key diVerences, I
think. For example, for the hyperlocal publishers,
bloggers, one key element of quality is transparency.
If you report on a council meeting, then you link to
the full minutes, you put all of that in its full form.
It is interesting because I have been looking at a lot
of council coverage in local newspapers and it is very
much second and third-hand, you are getting very
small quotes and it is not clear if that is from a press
release, directly from a phone call or the meeting. A
blogger would link to as much as possible and would
link to the full transcript. The other, if you like,
quality mark is right of reply. One of the cultures of
blogging is around providing an opportunity for
people to put their points of view across, correct
things and update things whereas in print once a
deadline has passed, that is it, you forget about it.
There is no real quality control in terms of post-
publication, everything is around the production
process. The quality idea of impartiality is from a
world where the numbers of people who are able to
publish and contribute is very limited. I think that
quality becomes less important in a situation where
you do not necessarily have to get all points of view
and try to paint yourselves as completely objective
and uninvolved, but as long as you have a platform
there that people can put those points of view across,
then that is a key element and very much a part of
blogging culture. I would argue that bloggers, if you
like, as a shorthand term for the new entrants and
new start-ups, some of whom might be operating in
print, and established print operations have a lot of
overlap in ideas of quality. They diVer particularly

around pre-production and post-production, I think
that is the main diVerence. The other thing is your
key value online as a blogger is your reputation and
the interesting thing about Google is eVectively
Google measures that by the number of people
linking to you and the quality of the people linking
to you. If you damage that reputation in any way
through bad journalism or through being
particularly unfair, for example, then that would
become quite literally visible in terms of how you are
ranked on Google and the kind of conversation that
surrounds you. The important thing when looking at
blogs online is not to see them in isolation, the same
as you would see a newspaper, but part of a wider
network and ecosystem and that is how people
encounter them.
Chairman: Could I turn to my blogging colleague,
Mr Watson.

Q504 Mr Watson: It is a great pleasure to meet you
in the flesh. I follow your blog a great deal and the
models you are proposing are interesting. Could I
talk to you about hyperlocal news. I think you have
proposed that there could be a pro-am partnership
with news outlets like the BBC. Could you elaborate
on that a little bit?
Mr Bradshaw: Certainly the experience in the last ten
years really when you look at what is often called
“citizen journalism”, blogging and other kinds of
forms of journalism online where it seems to be
particularly successful, is where you mix the
experience, the contacts, the power of established
media with the passion, the expertise, the
engagement and communication of individuals,
bloggers and so on. For example, blogs are
particularly eVective in engaging people with issues.
There is a diVerence between reporting council
minutes in print in what is often quite a dry form and
doing so in a more conversational and engaged
manner on a blog. If you want people to engage with
local democracy and national democracy, I think by
far the most eVective media at doing that are
bloggers, but if you want to have eVective recourse
and access, then mainstream media have a lot of
those advantages. Playing to the strengths of both
seems to be the most successful in terms of
experiences.

Q505 Mr Watson: In the work you do, have you
found any robust economic models of hyperlocal
news that are financially sustainable?
Mr Bradshaw: There is a number of models really
that seems to be emerging. One of those is a franchise
model, strangely. There is an organisation called
“AboutMyArea” which eVectively sells the ability to
report on a particular postcode and that is their
business model. I am not sure how long-term
sustainable that is, but that is one model. Another
model is consultancy eVectively and that seems to be
the model of Talk About Local, a network of
hyperlocal blogs that Will Perrin is involved in. The
blog itself might not make any money, but the people
who are operating those sell their services elsewhere
and eVectively that blog demonstrates their abilities.
Then the third model is the traditional advertising
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model and the key thing here is, as Ed Roussel
himself from The Telegraph put it very succinctly a
couple of weeks ago when I was down: “Print
publishing and broadcast publishing have high costs
of entry and high margins; online publishing has low
costs of entry and quite often low margins”, unless
you are someone like Google. For those bloggers the
margins they can get are fine, they are sustainable
and they can live on advertising, for example. There
is a system called “Ad apply” which Rick Waghorn
has been selling to a number of hyperlocal bloggers
and all sorts of regional publishers for that matter
which allows local businesses to buy advertising on
local blogs. Those margins are fine for local
bloggers. The problem is that it cannot sustain
necessarily all of the legacy print operations which
existing publications have, but I can see very easily
that in time that would not only sustain the blog but
then that blog could do a print version and sustain
that oV the back of advertising sales.

Q506 Mr Watson: When we have been collecting
evidence for this inquiry we have heard quite
compelling evidence that local newspapers are the
only medium by which local democracy is held to
account. I would not necessarily call it “a democratic
deficit”, but people have warned us that level of
accountability is under threat with the crisis in local
media. I think you have been involved in things like
Help Me Investigate, which is essentially crowd-
sourced investigative journalism. Do you think in
the future that will replace investigative journalism
or complement it?
Mr Bradshaw: If you look at the history of
investigative journalism, it has always been an
exception to the rule, it is almost defined by its
exceptional quality; otherwise you would just call it
“journalism”. The way it has developed in the last
few years, partly because of the way the internet
allows people to collaborate more eVectively, has
been more and more investigative journalism has
been done by freelancers and kind of activist
organisations like Greenpeace, Human Rights
Watch, Liberty and so on. That pattern is there
anyway and that is regardless of whether it is being
done on blogs or not. If you want to charge for
content, for example, if you want to make content
valuable and stand out, it has to be unique, so the
kind of processing model that a lot of newspapers
have adopted in terms of replicating something that
is everywhere else but because it was in your local
paper they had a monopoly on that market
potentially. My optimistic side hopes that maybe
newspapers will say, “They can get that from Reuters
and the BBC. What we will do is focus all our
resources on local investigative journalism”, or the
stuV that is not covered on the BBC or the Guardian
or whatever. I think it will take a lot of pain and
hopefully one successful experiment for newspapers
to do that really and make that leap because it is very
hard for them to get out of the habit of cheap content
from press releases, filling pages and selling an object
which is a newspaper.

Q507 Mr Watson: I think you are from Birmingham,
are you not? You are a lecturer in Birmingham.
Birmingham is a classic example where a large
newspaper group, in this case Trinity Mirror,
demanded innovation of their editorial leadership.
They got it in their online oVer, the ad revenues did
not make up for the shortfall and they have been
hung out to dry; The Birmingham Post turned into a
weekly newspaper. You said you have got an
optimistic side. Are you the only optimist left in the
West Midlands?
Mr Bradshaw: It is a very strained optimism. The big
problem for me, and I talk a lot with editors in a
number of publications, is not an editorial one, it is
an advertising one. The ad sales departments of
pretty much all newspapers are trained to sell print
advertising and they devalued online advertising
themselves. In terms of making online pay, they are
really hampered by that and there is a lack of creative
fault around monetising the eyeballs they are getting
online or they are trying to replicate the print model
online by selling an advert on a page. The reason
Google have been so enormously successful is
because they did not do that, they said, “We are
going to sell against resource and behaviour”. It still
astonishes me that if someone is searching for cars
on their newspaper search engine, they do not get
lots of adverts for cars, but that is exactly what
Google have been doing for years. There are all sorts
of particularly innovative things that they could be
doing. Increasingly, advertisers are becoming
content producers themselves, so they are cutting
out the middleman, they are not buying advertising
at all, they are setting up their own websites, for
example, creating videos and so on. There is an
enormous opportunity, which I know some
newspapers are starting to do, particularly in
CardiV, to sell content production services, so I
think a lot more of that could be done. The other
problem as well is advertisers themselves have got
quite entrenched behaviours and all of these
diVerent bodies—the advertisers, publishers and
readers—are moving at diVerent paces.

Q508 Mr Watson: Is not the ultimate answer that
essentially Rupert Murdoch has got to bribe the
system so that more people do pay for news content?
Mr Bradshaw: I think a lot of people are waiting to
see what happens with that. I am extremely glad it is
happening because we can stop hearing people
talking about it, but I am quite sceptical about its
success. If you look at previous experiments with
paywalls, typically traYc to a website will drop
between 60 and 90%, so you lose an enormous
proportion of your readers. Whether or not you can
make that up, you are going to be able sell
advertising for more per reader because you know
more about those readers because they are more
loyal readers and so on, so they are more valuable to
advertise to, but if there is enough of them to make
up for that and if they paying enough to make up for
that—again the evidence suggests that people are
not particularly willing to pay for them—then I do
not think it is going to work unless they look at the
package they are selling. This focus on content seems
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to ignore the fact that people never bought news,
they bought a newspaper which was a package
which had certain functions: it was portable, it was
high resolution, it was serendipitous. Online they are
not selling any kind of package that I can see and if
you look again at successful business models online,
it is about selling packages. I have spent £16 for a
book on my iPod because it has audio and video and
it is a packaged experience. I would pay for an
application on my iPod that allows me to read news
in a certain way because I am getting a service as part
of that. I think newspapers need to look at it in the
same way that they look at a newspaper, as a
package, what value are we giving. The model that is
more likely to be successful is the kind of model that
is being looked at by the Guardian and The Times
itself, The Times !. They are looking at
communities and events and selling those kinds of
packages, so you get deals and loyalty card-type
things. For me that looks a lot more likely as being
what emerges as a possible model. Particularly
mobile, it is easier to sell packages on mobile but the
market is not there yet, not enough people are using
smart phones for it to be a big enough market.

Q509 Mr Watson: In respect of bloggers, the new
Chairman of the PCC came out with a rather
extraordinary statement that bloggers should
perhaps be regulated by the PCC. Have you done
any work in that field?
Mr Bradshaw: The funny thing is about a month
before she said that I contacted the PCC and asked
if a blog could join because I had a group of masters’
students running a hyperlocal blog in Birmingham
City centre and this question came up, could we say
that we adhere to the PCC code? The answer came
back yes. It has always been the case, it seems, but
the big issue is cost because you have to pay and
from what I understand it would be prohibitive to
do that.

Q510 Chairman: How much did they say you would
have to pay?
Mr Bradshaw: It is based on circulations. This is one
of the problems, because it is not a print product and
does not have a circulation, it has an online
readership, but I can imagine there being all kinds of
bureaucratic issues in terms of working out how
much they should pay. Ultimately, there is very little
benefit. We can simply say, “We adhere to this code
anyway”, and we can say, “We adhere to the NUJ
code of conduct”, or various other codes. It may be
that more and more bloggers start to do that and
have their own codes and how we investigate, which
you mentioned, has a clear code of conduct on the
site in terms of where we stand ethically, what you
should do if you have a complaint and so on. I think
as things get more serious, I can see more and more
bloggers doing that.

Q511 Mr Watson: I do not think I have had a
conversation with a journalist in the last two years
where at some point they have not complained about
bloggers ripping oV their content and yet whenever I
read a political diary column it always seems to have

been lifted oV the legendary Paul Staines’ Guido
Fawkes website. Have you got any evidence about a
professional journalist stealing content oV blogs?
Mr Bradshaw: Yes. Plagiarism from blogs is very
widespread really. That is partly a cultural issue
because a lot of journalists see blogs a bit like a pub
conversation or a public document, they do not have
to attribute it. It also comes from a wider cultural
history in journalism of ripping oV content from
each other and not attributing it anyway.

Q512 Mr Watson: Do you think the PCC should
take an interest in that and the very least they should
do is credit bloggers when they rip oV their stories?
Mr Bradshaw: I think the PCC should take an
interest in a lot of things but, yes, the cynicism is I
imagine most bloggers would imagine it is not worth
their eVort going through that process because there
will be some bureaucratic reason why it will not be
carried or the result will be so insignificant as to be
unimportant. It is a big diVerence between online
where if you do not link to your sources, if you do
not link to where you have got it from, that is seen
as a very bad thing indeed, it is a terrible crime,
whereas in print it is kind of par for the course that
you do not show your working out really.

Q513 Alan Keen: One of the things that we are
concerned about is the fear that local democracy will
be hit if it is the local council producing their own
newspaper and they will produce it in the best light
that they can. Do you think the Government should
outline and list specific information that, for
instance, local authorities should have to produce so
that with a search engine you can find exactly what
you want? Would that not be one way of ensuring
that local people, on a national basis as well, can find
out where things are going wrong by making
comparisons with other local authorities, so the
whole thing should be published? We have had the
FoI particularly with us. If the Government said,
“Local authorities, local councils have to produce
these statistics under certain headings” then
everything can come out and you do not then need
to go to council meetings any more.
Mr Bradshaw: Regardless of whether the media
exists or not, I think there is an enormous need for
that requirement on local councils to publish as
much information as possible about what meetings
are taking place, who is attending them, what time
they are on, what they are concerned with,
educational achievements, health statistics,
everything that goes on, making that publicly
available and making it findable, which is a key
issue. It is very diYcult to find a lot of this material.
Also, it being published in a standardised format
that makes it very easy for journalists, professional
and civic, and bloggers to interpret that information
and present it. There was a fantastic project in
Birmingham called BCC DIY, which Stef
Lewandowski did which eVectively tried to recreate
the council website using public data and do it in a
much more user-friendly way. What that meant was
on the front page you put in your postcode and you
got very personal information. It did not contain all
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of the information on the council website for
obvious technical reasons, but what it did cover it
covered in an extremely usable way and a number of
people, and us, were saying, “This is fantastic. It’s
really easy for me to find out when my bins are being
collected or who is attending this meeting”, or
whatever. That is enormously important and it
introduces eYciencies as well into local journalism
which would support established newspapers and
broadcasters in making it easier for them to access
the information if they have to. Equally, I would say
streaming meetings live so that you have got
multimedia to access. It is important that this is done
in a way that consults with people who are going to
be using that information because if it is published in
the wrong format or in the wrong way then it starts
to become useless. The other thing is I would look at
involving members of that community in the
production of that content, or particularly around
the description of that content. What I mean by that
is, for example, tagging, which is where you add a tag
to something to describe its content. If you allow
people to tag material it makes it much easier to find
again. The council might say, “This is about the
environment and this is under ‘environment’”, but
someone might say, “This is about recycling” and
add the tag ‘recycling’. The more people add
diVerent tags the easier it is for people to find it
through their own language and related tags.
Equally, things like commenting, making things

commentable so that people can add information
directly to published documents and things like that.
We are seeing a move in that direction but I would
like to see that be the default position.

Q514 Mr Watson: The interesting thing is you talk
about the transparency movement, but are there
regulatory things Government could do to help with
that? I am thinking technology costs of broadcasting
audio from council meetings are now so cheap you
can stream them onto the net. Have you come across
any areas in local authorities where they are
facilitating a greater texture in local accountability?
Mr Bradshaw: It is not particularly my area, so it is
not something I would have a huge amount of
knowledge about. Someone like Nick Booth would
know a lot more than me. I know, for example,
Brighton & Hove Council are in the process of
appointing someone who will oversee social media
strategy and that involves getting other people to use
that as part of what they do. I think it was
Leicestershire that had a series of forums which they
used to discuss local issues. That is probably about
as far as I can think. Talking about Birmingham
specifically, I know Rhubarb Radio in Birmingham
are keen to stream council meetings themselves, so it
would not necessarily be the council doing it,
although they seem to have hit a bit of a wall of non-
cooperation on this.
Chairman: I think that is all we have. Thank you
very much.
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Witnesses: Mr Michael Grade CBE, Executive Chairman, and Mr Michael Jermey, Director of News,
Current AVairs and Sport, ITV plc, gave evidence.

Q515 Chairman: Good morning. This is a further
session of the Committee’s inquiry into the future for
local and regional media. I would like to welcome—
probably in your last appearance in your present
capacity before this Committee—Michael Grade,
the Executive Chairman of ITV, and Michael
Jermey, Director of News, Current AVairs and Sport
for ITV. Michael, could you perhaps begin by
talking us through the economics for ITV of regional
news production and why therefore you would reach
the conclusion that ITV can no longer aVord to
provide it?
Mr Grade: Regional news is by far the biggest
element of our PSB obligations under our licence. It
is currently running at around £50 million a year. In
addition to that we have about £33 million a year
subsidies to Scottish, Ulster and, to a far lesser
extent, Channel; then there are other obligations.
The position we find ourselves in is that the value of
our licence to broadcast under which we operate, the
costs of that licence are far greater than the benefits
that it brings, so it has got out of kilter. Regional
news is by far the biggest element in that cost;
therefore, it is in the frontline of our needs to get the
costs and benefits of the licence back into balance—
that is why it is central to the argument.

Q516 Chairman: You say it costs around £50 million
for ITV to produce all of its regional news
programming. How much does ITV get in terms of
advertising revenue for that timeslot?
Mr Grade: Little or none.

Q517 Chairman: Little or none?
Mr Grade: None, no; because we do not put breaks
around it because we are limited in the amount of
airtime we can deploy for advertising; and the
valuable audiences—valuable in terms of making up
part of the constituency that enjoys ITV—is an
audience that is available elsewhere in the schedule
and is not attractive to advertisers.

Q518 Chairman: We may come back to that. Is it
your view therefore that regional news cannot
produce advertising revenue?
Mr Grade: There is a finite pot. I suppose you could
ascribe advertising revenue around regional news
but it would come from somewhere else; it would
come from other parts of the ITV schedule.

Q519 Chairman: You have already cut back quite
significantly the amount of regional news that you
provide, do you intend to make further reductions?
Mr Grade: That depends on the outcome of the
IFNC deliberations; the passage of the bill; it
depends on Ofcom’s deliberations and final
resolution of the subsidy to the non-consolidated
licences, Scottish and Ulster—if I can call them
NCLs for the non-consolidated licences it will speed
things up a bit—the resolution Ofcom is currently
enquiring into, trying to establish what the subsidies,
if any, are from ITV to the NCLs and vice-versa.
When we know the outcome of that we will look at
that in the round and we will have to sit down with
Ofcom and, presumably, the government of the day
to decide what the policymakers would like us to
deliver in terms of value for the value of the licence,
which is considerably reduced these days.

Q520 Chairman: Will you go on providing regional
news at the present level until the IFNC project is
launched?
Mr Grade: I do not think I can answer that directly
at the moment because we do not know what the
numbers will be. There is also a revue going on
presently on the cash costs of our licence which
Ofcom has undertaken; so you have to look at all the
elements of the PSB requirements, including the cash
costs of the licence, see where that comes out, look
at the value of the licence and then decide what cuts
you are going to have to make to get it back into line.
I certainly would not rule out further cost-cutting in
regional news but I do not think it is a foregone
conclusion, depending on the outcome of those
other deliberations.

Q521 Chairman: You will be aware that the proposal
by IFNCs is not supported by the Opposition. Given
that there is a possibility that there might be a change
of Government, what will ITV do if it does not go
ahead?
Mr Grade: If it does not go ahead—looking at the
positive side of the Conservative Party’s stated
policy on regional news, which is to look to create a
regime that will encourage entrepreneurial and
innovative activity using new distribution platforms
e.g. broadband et cetera, I think that is exciting; I
think it is interesting; I think it might produce
something; the market might find a way to make this
pay; there might be a market solution to the
problem; but of course, unless there is public money
of some kind, you are never going to be able to
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guarantee it. So far as ITV is concerned, if a future
Conservative Government decided to abandon the
IFNC issue the quid pro quo is that we would have to
be relieved of those PSB obligations which brought
our licences into deficit.

Q522 Chairman: You mean you would drop
regional news?
Mr Grade: There would have to be a package of
measures to get ITV’s costs and licence benefits back
into kilter.

Q523 Chairman: That package would include
dropping regional news?
Mr Grade: It would mean a considerable revision of
regional news. It may indeed mean dropping
regional news in its entirety but there may be a way
to deliver it in a more eYcient manner than we do
presently, I do not know. It depends on the numbers;
it depends what comes out of Ofcom’s reviews of the
networking arrangements; subsidies to the NCLs;
the PQR and the rest of it; it is all part of a package
really. Let us be absolutely clear here, it is impossible
for ITV to deliver more than the intrinsic value of its
broadcasting licence. I think there is broad political
acceptance of that fact.

Q524 Chairman: What is your current estimate of
value of your broadcasting licence?
Mr Grade: It changes as each region goes digital, but
the overall calculation—which I think Ofcom would
absolutely support—is that we are certainly in deficit
in 2010. The licences are definitely in deficit in 2010.

Q525 Chairman: When analogue switch-oV has been
completed do you have a view as to how much it
would be costing ITV to be maintaining its present
public service obligations?
Mr Grade: If we carried on precisely as the licences
are currently constituted—and there were no
changes to what we did; we were still paying £33
million a year in subsidies to the NCLs; still paying
£50 million a year; still paying the cash costs of the
licence et cetera—by 2012 we would be £77 million
in deficit.

Q526 Chairman: There is still some value to you
from things like multi-carry?
Mr Grade: There are benefits. We calculate there is
about £35–40 million of benefit in the licence going
forward. We will provide £35–40 million of benefit
whatever the policymakers of the day wish us to do:
we will pay it in cash; we will pay it in cash in kind;
you just tell us what you want for the £35–40 million
you can have it; we will deliver it, but not a penny
more.

Q527 Mr Sanders: Are you at all worried about the
reputation and the brand of ITV if it is no longer a
news provider?
Mr Grade: ITV will always continue as a PSB. I
think probably in order to remain relevant and
competitive with BBC1, which after all is the main
competitor for viewers, we will always strive to do
impartial international and national news. If

regional news were to disappear in its entirety I think
it would improve ITV’s ability to compete
commercially, and I think there would be a gain for
viewers in our ability to go on investing at present
levels in domestic production which is, after all, what
the largest audiences wish us to do. They want to
watch Doc Martin; they want to watch the X Factor;
they want to watch I’m a Celebrity; they want to
watch Coronation Street and Emmerdale. These are
shows that attract, even in today’s fragmented
market, 10s, 12s, 15 millions of viewers; that is what
people really want from ITV. Yes, it is nice to have
that regional connection but it is unaVordable.

Q528 Mr Sanders: Was ITV not actually based on
being a consortium of companies based in the
regions and that regional identity came through its
regional news?
Mr Grade: Unquestionably so, but of course this
Committee will not need reminding that we were a
monopoly in those days, and with the monopoly
profits that ITV was able to earn in those days it was
able to do all kinds of wonderful things, including
regional news; but the world had changed; it is a
much colder place; it is more competitive; we cannot
aVord to go on doing that.

Q529 Mr Sanders: It is true you were a monopoly in
terms of providing advertising space for people who
wanted to advertise on television, but you remain a
monopoly commercial television regional news
organisation—the only competition is the BBC for
news in the regions via the cathode ray tube, or
whatever the modern equivalent is?
Mr Grade: Unfortunately that monopoly as you
have described it, which is perfectly accurate, does
not translate into revenue, and that is where the
problem lies, sadly.

Q530 Mr Sanders: In terms of how regional news has
been cut back or where there have been mergers as in
West Country and HTV, will ITV suVer any
disadvantages from the loss of so many regional
journalists?
Mr Grade: Nobody likes to lose anything that we
have done so well for so many years but, sadly,
economic necessity says that it is no longer
aVordable; and there are lots of things in our lives
that are no longer aVordable which we mourn the
passing of but we move on and something will
replace it. What is essential for ITV and the future
health of broadcasting and the production industry
in this country is that ITV is suYciently viable
economically that it is able to go on delivering what
the public wants from us in the main. Yes, there are
lots of other things they would like from us but, in
the main, what they want from us is to deliver hugely
popular drama, entertainment, programming made
by British producers for British audiences at a level
that sustains ITV going forward. If we have to
denude the network schedule in order to pay for loss-
making regional news I think overall you would
have to say that the viewers would suVer.
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Q531 Mr Sanders: I think a lot of people would find
this diYcult to understand, in that you were formed
very much as a regional commercial broadcaster;
you could not describe yourself as that if you have
jettisoned regional news; in fact you are just another
broadcaster competing with other broadcasters.
What is going to be the unique selling point of ITV
without its regional links?
Mr Grade: Nearly £1 billion of investment in UK
production. Our audiences this year—apart from the
summer when we put some cuts in to meet the
economic problems—are bigger than they have been
for many, many, many, many years. There are more
people tuning into ITV1 now than have done for ten
years. ITV2, ITV3 and ITV4, the digital channels,
are the first, second and third most popular digital
channels. We are delivering what the public wants—
there is no question about it—otherwise we would
not be outperforming the market in advertising
terms; we would not be performing so extremely well
across the whole week; it is not just the X Factor.
People say it is just the X Factor but it is not; it is
Collision; it is Doc Martin; it is Coronation Street; it
is Emmerdale; and a whole raft of programmes,
home produced. There is no American material in
ITV’s prime time schedule whatsoever, unless you
live in Scotland, then you just get a lot of old
American movies in primetime instead of the home
produced drama.
Chairman: I think that is an appropriate cue for
Rosemary McKenna!

Q532 Rosemary McKenna: I am not going to take
that bait right just now! Maybe later on. We will stick
to the route that we are on at the moment. When you
were at the BBC, Michael, you told us that you
thought there was a real opportunity for the BBC to
pick up the regional news band. Do you still feel
that?
Mr Grade: More than simply regional news. I was a
great advocate, when I was fortunate enough to be
at the BBC, of the BBC picking up ITV’s regional
mantel and moving. The way I used to describe it
was: as the ITV vans with all the kit and everything
were moving to London and there was big
consolidation in London, the BBC’s vans should be
going in the opposite direction. I thought there was
a real key role for the BBC to play in British
broadcasting going forward to begin to speak much
more as a regional-based operation than simply very
London centric. The reason ITV was created as a
federal regional system was to counter the very
metropolitan London-based national broadcaster
the BBC. It was a brilliant stroke of policymaking
back in 1955—and also did not do the family any
harm! It was a brilliant piece of policymaking. That
policy, in a sense, is now reversing itself; and I believe
that one of the key raison d’être for the BBC going
forward was to play to the regional strengths of the
BBC and encourage and invest; and I was a huge
supporter of the move to the north-west and so on,
because ITV is inevitably consolidating in London.

Q533 Rosemary McKenna: They are incredibly
strong in the regions, you are right. What does that
do to the plurality of provision? That concerns me,
that there will be one regional broadcaster with one
view and no other view being heard?
Mr Grade: As a citizen or a subject of the UK, I think
it is highly undesirable for the BBC to be the sole
provider of news in the regions and the nations. As
a businessman running ITV, I have to say that is a
decision for the policymakers; we cannot aVord to
do. If you wish it to happen we wish to be helpful;
which is why we oVered to make airtime available. If
somebody else wanted to pay for it we would make
the airtime available to ensure that there was reach
and impact for a new regional news operation to
compete with the BBC. As a businessman, it is
unaVordable for ITV.

Q534 Rosemary McKenna: You cannot see any other
way round it?
Mr Grade: Not to guarantee it, no. Broadcasting is
so competitive today; it is not just us versus Channel
4, 5 and Sky; it is all of us against Google; against all
the international brilliant businesses that have
grown up driven by the internet and so on. We are in
a huge, huge battle internationally, not just
domestically, so that is the problem.

Q535 Chairman: The three pilot projects that are
envisaged, do you anticipate that ITV will be
participating in all three of them?
Mr Grade: We will not participate, no. If our staV
wish to be part of outside independent consortia
bidding where there is a kind of Chinese wall, we are
happy for them to take that opportunity; but ITV
itself will not be bidding.

Q536 Chairman: ITV will not have any part within
any of the IFNCs?
Mr Grade: No, that is correct.
Mr Jermey: No. We would have no narrow
commercial interest, no desire to bid. If our staV
work with a consortium, fine. We will want to engage
with DCMS on making the pilots a success, but as
the broadcaster and not as somebody looking for
funding.

Q537 Chairman: All of your regional journalists will
have to leave ITV and seek employment with the
new IFNC?
Mr Jermey: That is correct, yes.

Q538 Chairman: The full rollout is not anticipated to
take place until 2013. Is that soon enough?
Mr Grade: As in our evidence to DCMS, which I am
sure the Committee has seen, we favoured a Big
Bang approach; we felt that would be the most
eYcient, the most eVective and the most practical
way of proceeding. That argument did not hold sway
and we are going to have three pilots. We are deep
into working out the details and discussing the
details with DCMS and so on. We would have
preferred a Big Bang but we are faced with three
pilots which is, I suspect, better than none, but we
will have to make it practical. Our biggest concern is,
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the object of putting public money into regional
news plurality is to create serious competition for the
BBC so that they do not end up with a monopoly, as
we have just rehearsed; that means that the regional
news provision has to be of a quality that it is
competitive with the BBC. Our major concern as an
organisation, as a broadcaster, is to have as much
influence on it as possible to ensure that what
appears on the screen is at least competitive in terms
of quality with the BBC, otherwise it is a fruitless
exercise.

Q539 Chairman: You have said that the benefit will
no longer outweigh the cost of your public service
obligations from essentially next year. IFNCs do not
arrive until 2013—what is going to happen in the
intervening three years?
Mr Grade: We will have to look at our cost base
again, certainly.

Q540 Chairman: If IFNCs are the answer and they
cannot arrive until 2013 are you envisaging there
could be a gap with no regional news provision?
Mr Grade: There will be a gap but there are other
potential reliefs on the way; namely, the subsidies to
the NCLs, and the cash payments to the Treasury for
the licence which are under review; so hopefully
there may be some other relief.

Q541 Chairman: So essentially you are looking for
public support or at least some public help to get you
through that period?
Mr Grade: When you say “public help”, I do not
think a subsidy to Scottish and Ulster is necessarily
public support. It should be a straightforward
commercial transaction.

Q542 Chairman: Could Treasury help?
Mr Grade: Yes. Ofcom is charged with the process.
The process has been triggered by the Government
through a technicality and it is for Ofcom now to
decide and determine what those payments should
be.

Q543 Chairman: Other help, such as the
amendments to the CRR regime?
Mr Grade: That is underway. The CRR merger
remedy, which was imposed and voluntarily agreed
to by ITV, is the subject of review presently; it is in
the final chapters of the competition regulators’
processes. We think there is an overwhelming case
for abolition. We have had a provisional decision
from the CC. There is a further consultation going
on. The CRR benefit to ITV is more about—
horrible jargon, I am afraid—the dynamic
eYciencies of ITV. The unnecessary cost—and the
ineYciencies that ITV has to incur through
investment decisions that it would not make if it
were not under CRR—is a serious cost to us; and we
are busy discussing that with the CC presently and
we will see where they come out at the end. It is a
serious impediment to our business in so many
diVerent ways and I think it has really outlasted its
usefulness. ITV is entirely substitutable now for
advertisers. You can buy around ITV in a way that

you could not at the time of the merger. Digital
penetration is very close to 95% now. Advertisers do
not have to buy ITV; they can buy around it.

Q544 Chairman: On the other hand, I have heard
you sit in that chair and argue that ITV’s great
strength is that it is still the only place where an
advertiser can go to hit 10 million people
simultaneously?
Mr Grade: Yes, but that does not mean to say that
we have any pricing power as a result of that,
because you can still reach those 10 million people;
it might take you two days to get to them and it
might be slightly more expensive to buy it in terms of
you having to buy lots of slots on diVerent channels,
but it is easily doable, which it was not at the time of
the merger.

Q545 Mr Ainsworth: On the IFNCs, you appear to
be very enthusiastic about these, having said that as
a policy “ . . . it is imaginative, groundbreaking and
brings a new approach to local and regional news”.
You have got some sort of conditions attached to
your enthusiasm with IFNCs, have you not?
Mr Grade: Yes.

Q546 Mr Ainsworth: Such as?
Mr Grade: We are obviously concerned about the
quality; we are concerned that we do not end up
paying for it again through advertising minutage.
Those are the substantive conditions.
Mr Jermey: I think those are the two substantive
conditions.

Q547 Mr Ainsworth: The BBC has suggested
partnerships in advance of the actual introduction of
the IFNCs. What is your response to that?
Mr Grade: It was a very promising oVer at the
beginning. The BBC Director General I think was
on record as saying that partnerships with free-to-air
PSBs could be worth £120 million, and that the
regional news element of that could be worth £20
million or so. After tortuous negotiations with a host
of serried ranks of BBC apparatchiks—

Q548 Mr Ainsworth: The ones you did not get rid of!
Mr Grade:— what it all boiled down to was maybe
£6 million in 2015 was where it ended up. The
promise was not there in the delivery.

Q549 Mr Ainsworth: So that is oV, is it, as far as you
are concerned?
Mr Grade: We are happy to partner with the BBC if
it is meaningful. If there is £6 million available in
2015, if ITV is still a PSB at that point in time it
might be worth having, but it certainly was not
game-changing. It did not change the economics in
any way, shape or form, and it was a very, very, very
disappointing result, that negotiation.

Q550 Mr Ainsworth: Do you have any qualms at all
about the use of public funds to support commercial
regional news, either around the possible impact on
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content or in terms of the principle of the
commercial sector being, as it were, invaded by
public money?
Mr Grade: I do not really have a view, other than we
were very clear from the beginning that we had no
interest in directly taking public money into ITV
with all that that entails in terms of, quite rightly,
accountability, transparency and so on. We are
trying to get out of regulation and prescription,
rather than get deeper into it, so we had no interest.
What we said was, if it is a matter of public policy
that there should be plurality in regional news
provision, it should be on ITV, we said, “We’ll make
the airtime. We’ll be helpful. We understand the kind
of democratic deficit issue that’s at stake here. We’ll
make the airtime available but leave it to somebody
else to worry about”. Given the choice, given the
present economics on the present weight of costs of
the PSB licences, we would not do regional news; we
would not pay a subsidy to Scottish or Ulster.

Q551 Mr Ainsworth: What is it about news that is
such a turn-oV to advertisers? You said today exactly
what STV told us the other day which is that they
cannot make money out of doing this?
Mr Grade: They cannot.

Q552 Mr Ainsworth: What is it about it?
Mr Grade: The audience that really enjoys and is a
mainstay of ITV—that really enjoys regional news—
is an audience that is available in every other part of
the schedule; therefore, it has no special value to
advertisers. We do not sell audiences; we sell any
number of sub-demographics within an audience
profile at diVerent prices; and the audience that
watches regional news by and large—and these are
sweeping generalisations but I think I am pretty
accurate—is the least desirable audience for
advertisers.

Q553 Mr Ainsworth: I am just trying to work out in
my own mind whether the conversation around the
provision of regional news on commercial television
is really a conversation that happens here in
Westminster, and maybe in the Scottish Parliament
and so on because it is of interest to people involved
in politics, but it is not really a conversation that is
very interesting to the general public; because, if it
were, regional news would be financiable in the
commercial sector in a way that evidently it is not?
Mr Grade: That may well be the case, but ITV is
trying to make a transition from having a very
privileged position and a licence to broadcast on a
very rare and valuable spectrum to being a fully
fledged commercial business operating on spectrum
which is now much more freely available as a result
of the switch to digital; and we are just trying to be
a business. We are not in the business of social
engineering; we are not in the business of being told
where we should make programmes; who should
make our programmes; what the terms of trade
should be with the people who make our
programmes. There is more intervention in the
broadcasting commercial market than is healthy for
the broadcasting market; and it is not in the interests

of the viewers because, at the end of the day, all that
happens is we have to take more and more money oV
the screen to do things that belong to a monopoly
analogue past. It is absolute nonsense.

Q554 Mr Ainsworth: We have been watching with a
certain amount of interest, and indeed awe in view of
some of the numbers involved, the struggle you have
been having over your successor, the absence of a
chief executive and the long-running saga of who is
going to run this show after you have gone. Archie
Norman has obviously been appointed and is due to
take up position; yet to appoint a chief executive, I
think?
Mr Grade: He is yet to start as chairman.

Q555 Mr Ainsworth: What sort of sense do you have
that your departure will herald a diVerent approach
on the part of ITV management to the issues we have
been talking about?
Mr Grade: I think it is much too early to say. I am
working very closely with Archie, somebody I have
known for many years, and was absolutely thrilled
when he accepted the chalice!

Q556 Mr Ainsworth: What is in the chalice?
Mr Grade: I do not know if it is “the vessel with the
pestle” or “the chalice from the palace” or “the
flagon with the dragon”—those of you who
remember “the brew that is true”! For those who do
not know, that is a reference to The Court Jester with
Danny Kaye which is on YouTube. It is well worth
showing your kids! Archie is an extremely, more than
able, thoughtful person who will think his way
through the problems and the issues facing ITV. I
have absolutely no doubt in my mind that whatever
legacy I have left he will build on and will not undo
it. As a former Member of Parliament I am sure he
is well aware of the importance of regional news; but
he will make his own mind up. He has got some big
decisions to make which is, in a sense, why we
needed to do the succession quicker than might have
been otherwise expected, because there are some
long-term decisions going to be made in the next
year or so, and I certainly was not going to stick
around with ITV for five or ten years, which is what
the next person will hopefully do.

Q557 Adam Price: Just coming back to this issue of
whether it is possible to make any money at all out
of regional news, is there any evidence that regional
news possibly anchors an audience in from the
beginning of the evening? They may be the same
people who go on to watch the later programming
but you have got them there, because they know the
regional news is part of the evening schedule; it is
part of the way some people organise their lives, I am
sure, around ITV’s schedule?
Mr Grade: If regional news were to disappear from
the ITV screens it would be in the commercial
interests of ITV to create something to fill the slot;
the screen is not going to go blank for half an hour;
it would have to put something in there that is going
to delight that audience, and that is going to perform
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the same job in audience terms but, at the same time,
hopefully something that will have a positive rate of
return on that investment. That is our job.

Q558 Adam Price: Television in America is
obviously very, very diVerent. There is a sense there
with commercial television in America they seem to
view local, city-wide, state-wide news and weather as
an important part of their oVering?
Mr Grade: The market is ten times bigger than it is
in the UK. There is no BBC in America to begin, but
the whole structure of American broadcasting is
very, very diVerent as between the networks and the
regional aYliate stations; and regional news for
them is a major source of revenue. It is a very
diVerent market here and operates in a diVerent way;
the dynamics are diVerent; the size of the market is
diVerent; and the structure is very, very diVerent; you
are into city stations. I lived in Los Angeles for a
number of years—and survived—and there were any
number of local stations that were just dealing with
Los Angeles; they were not dealing with California
or western America, the west coast of America. Our
regions are defined by an analogue transmitter map;
they are not defined by communities. Trying to do a
regional news programme in London when you are
trying to satisfy people in Watford and people in
Croydon, or people in Uxbridge or people in West
Ham, it is impossible; it is terra incognita; it is just
miles away; these are impossible. People have a rosy
view of regional news; it is an incredibly diYcult
thing. If you go to north and south of the Tyne:
Norwich versus Ipswich; Norwich versus
Peterborough; Cambridge versus Peterborough; but
the transmitters just dictate what the regions should
be. It has never been a perfect system by any stretch
of the imagination.

Q559 Adam Price: Can I take it that maybe what you
are arguing is that possibly the nations, Wales,
Scotland and Northern Ireland, may be diVerent—-
Mr Grade: Absolutely.

Q560 Adam Price:— because there is a well
grounded sense of the nation et cetera; whereas in
England the regions to some extent, certainly in
terms of television, were slightly artificial constructs?
Mr Grade: Very artificial, yes, and bear no relation
to the way people see themselves in their
communities and the way they live.

Q561 Adam Price: In the possibly more deregulated
future, that maybe the Conservative Party are
proposing, city TV that could work in the UK on a
commercial basis?
Mr Grade: If we can free-up the regulatory regime to
allow all kinds of consortia, regional newspapers,
local newspapers, local TV, local radio, all the people
who have an interest in that market if they are
allowed to come together and consolidate and try a
few things out, why not.

Q562 Adam Price: Do you still sell advertising on a
regional basis as well as nationwide?

Mr Grade: Yes, we do.

Q563 Adam Price: Has that fallen oV over time?
Mr Grade: It is volatile. It is doing better at the
moment than it was at the beginning of the year. It is
doing a lot better and that suggests that the regional
economy, particularly in retail, has picked up a bit
from where it was at the beginning of the year. We are
pleased with the performance of regional retail.
Many of our national advertisers, some of our
biggest advertisers today, started oV with one or two
slots in Yorkshire Television. DFS, Lord Kirkwood,
started with a few slots on Yorkshire Television; he
is now one of our biggest advertisers and a very, very
important customer and he has built a fantastic
business on the back of advertising on television, not
just on ITV but on other channels as well. The
development of regional businesses and the
opportunity is very important to ITV.

Q564 Rosemary McKenna: I am not going to intrude
in your legal battle with Scottish Television.
Mr Grade: Thank you.

Q565 Rosemary McKenna: Scottish Television opted
out of the ITV drama schedule purely and simply for
financial reasons. In a time of recession is that not
acceptable?
Mr Grade: The federal system still operates on the
basis of arrangements that have been put in place
that have operated very successfully since the
Carlton/Granada merger in 2003; and those
arrangements have been honoured by Scottish, by
Ulster and by Channel and they have operated very,
very successfully. We are required to make
commitments on behalf of the network on an
approved budget—they get to approve the network
budget. We have to make commitments to series for
the network maybe a year ahead, sometimes two or
three years ahead, and to opt out at the last minute
is not acceptable behaviour.

Q566 Rosemary McKenna: It is a diVerent situation
with devolution to Scotland, Wales and London
government and Northern Ireland. Do you not
think there are grounds for them raising the game in
terms of local production, which is what Scottish are
saying they are trying to do?
Mr Grade: Broadcasting is not a devolved matter.
Rather than pick away at the scab of the past, it is
much more interesting to think, “What’s the way
ahead? What’s the solution to this tension”. The
federal system has broken down, clearly. The answer
in the end has to be a commercial arrangement
between Scottish. Scottish has to decide what it
wants. It has to settle its debts and then decide how
it wants to operate in future. It is not a matter for me;
it is a matter between Scottish Television and the
regulator Ofcom and possibly the Scottish
Parliament and certainly the Westminster
Parliament at the moment because it is not a
devolved matter. The way forward it seems to me,
the only risk-free, conflict-free way forward, is to
have a simple commercial arrangement, where there
are no subsidies either way; they are free to do what
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they want to do; the rules of the game are clear; but
the rules of the game are based on a commercial
contract, which they are not at the moment; there is
the basis of a commercial contract but it is supported
by subsidy and it is regulated.

Q567 Rosemary McKenna: You earlier on said that
the delivery of television was in a state of turmoil.
People in Scotland have learnt that they can actually
watch the ITV programmes if they have got digital,
if they have got Sky, of if they have got cable. The
people are getting what they want; the bottom line is
that ITV are not getting the cash that they want?
Mr Grade: Free-to-air is free-to-air. Watching ITV1
in Scotland through Sky is not free; you have got to
pay to get it.

Q568 Rosemary McKenna: But people think it is.
Mr Grade: The basis of ITV is that it is free at the
point of consumption; it is absolutely free to the
audience at the point of consumption. For STV, ITV,
UTV and the others, that is the basis of our
relationship with the audience. If the only way you
can get some of the great programmes that have been
denied Scottish viewers is through Sky why should
Scottish have to pay to get stuV that is free?

Q569 Rosemary McKenna: Most people are already
paying it so they are quite happy to say, “Ah, I can
watch it here”. Why did not you accept Ofcom’s
oVer to arbitrate?
Mr Grade: I think the courts are the right place to
resolve a commercial issue of this kind. If there were
to be any idea of arbitration that should be through
a judicial process and not through the process of the
industry regulator who has conflicting statutory
requirements to ensure the health of PSB and so on
and so on. I do not think Ofcom could possibly be
regarded—for good statutory reasons; it is not a
criticism of Ofcom—as an honest broker in that
situation, because they are required by statute to
have regard for the delivery of PSB in the UK. This
is a simple matter of what is right and wrong
commercially. Ofcom would have to bring to it their
statutory requirements: “Well, it would be a bad
thing for Scottish viewers if this decision went
against Scotland”. It would not be an objective
exercise.

Q570 Rosemary McKenna: They thought it was
acceptable. They thought they could do it.
Mr Grade: Ofcom did, yes, but we are the victims of
this. I think we have a say in it. When contracts go
wrong somewhere or somebody reneges on a
contract the court is the right place to settle it; not in
the oYce of the regulators—it is not acceptable.

Q571 Rosemary McKenna: Are you concerned that
Scottish is leading the way and that the others will
follow?
Mr Grade: No, we are just concerned to get our
money that is owned to us; that is our concern. I have
a duty to my shareholders to treat all debtors on the
same basis. We have actually been very, very patient.
We have been trying to settle this with Scottish for

well over a year and we have failed. We did not
decide blithely to sue them; we tried for a year to
settle it and reach agreement with them but we failed
and so we have no option. We have a fiduciary
responsibility to our shareholders. The money that is
owing to us we have a duty to pursue it. It is very,
very sad. Look, what is driving this in Scotland—it
is not about Scottish production; if you look at the
schedule that they produced that replaces these
programmes, it has got nothing to do whatsoever
with the Scottish broadcaster for the Scottish
audience—it is about saving cash.

Q572 Rosemary McKenna: To be fair, some of it is.
It is not all movies; they have put on some
reasonable—
Mr Grade: South Park, the American cartoon: the
American cartoons and American movies.

Q573 Rosemary McKenna: They have put on some
very good Scottish programmes—not a lot but they
are working towards it. I am not defending them but
do not say that they are not trying.
Mr Jermey: Thunderball replaced Doc Martin; Wild
Wild West, a 1999 Hollywood movie replaced
Midsomer Murders and the list goes on. I am sure
there are some originals that got into production but
an awful lot of it has been Hollywood films.

Q574 Rosemary McKenna: There are some very
good Scottish programmes that they have produced
so it does balance out and they have to work it up.
Mr Grade: It is just a shame that if they have got a
cash problem—if they have—they did not sit down
with us at the beginning, as you would do. If you
have an “onerous contract” you go and talk to the
people. We are partners in the business and we
should have sat down—

Q575 Rosemary McKenna: Is that not the bottom
line—that the contract was badly drawn?
Mr Grade: No. No, it has not been adhered to.

Q576 Chairman: Michael, could I invite you perhaps
to make one or two valedictory comments. Let me
put a couple of questions to you. First of all, you are
a former Chairman of the BBC Trust, do you think
the present Chairman of the BCC Trust is right to be
fighting and top-slicing as hard as he is?
Mr Grade: Let me start by saying I think the Trust in
many instances is a breath of fresh air versus the old
governors. I think many of the decisions that the
Trust has made coming out against proposals from
the Executive, in the old days that would have gone
through with the port, cheese, claret and silver
service; and in the old days it would not have
touched the sides. Full marks for patrolling the
boundaries with the private sector in a way that that
was really what the Trust was set up to do. In respect
of the top-slicing issue/debate/argument—whatever
you like to call it—I thought the Trust got the
choreography very wrong at the beginning. I would
never want to see the Chairman of the Trust and the
Director General sitting on platforms in a sort of
choreographed, public campaign, campaigning on
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an issue together. I thought the Trust was far too
quick to come out against top-slicing. The Trust is
there to represent the interests of the licence fee
payers; and they are interested in the BBC and their
interests as consumers of wider media; that is what
the Trust is there to do. I quite understand the
Director General and Executive of the BBC coming
out of the silos firing in every direction against top-
slicing. Their job is to come to work, spend the
public’s money as best they possibly can to great
eVect, which they do day in and day out across all the
BBC services. It is the Trust’s role to stand back and
represent the licence fee payers’ interests. It may be
that, having informed themselves of strands of
opinion amongst the licence fee payers, that they
would have come to the conclusion that the licence
fee payers, by and large, did not want top-slicing; in
which case they would have had a very, very strong
position in which to argue against it. I think they
came out a bit too quick against that.

Q577 Chairman: Given that the Chairman appeared
to be Tweedledum to the Director General’s
Tweedledee, do you think that has fatally
undermined the Trust?
Mr Grade: Your phrase not mine, Chairman, with
respect. I do not think it has in any way, shape or
form. I think there is so much good work that the
Trust has done. We had an issue with them over
sponsorship of Sports Personality of the Year, which
management defended and which the Trust
absolutely came down on like a ton of bricks. They
acted very speedily over the Ross/Brand aVair. It
took Ofcom, because of their processes, some many,
many months. The Trust was able, being inside the
BBC, to send for the Director General and say,
“What’s going on? This is not satisfactory”, blah,
blah, blah. They were able to act very eVectively.
They stopped the BBC’s growth and expansion into
local media, which I think was a very, very good
decision. They have made a lot of very, very diYcult
decisions; they have made the right decisions, in my
view; and they have shown themselves to be
absolutely there to do what was originally intended,
which is to independently weigh the proposals from
the management against the wider interests of the
licence; that they have done extremely well. With the
top-slicing, I think there are lessons to be learned. I
have no doubt, given the calibre of people on the
Trust, not least the Chairman himself, I am sure they
will look back on that and feel they were a little bit
precipitous. I have to say, I think it is early days for
the Trust; and let us not judge the Trust after just
three years.

Q578 Chairman: Two other quick points. Children—
Mr Grade: I am in favour of them, Chairman!

Q579 Chairman:— we have spent a lot of time
talking about regional news, but UK children’s
programming: is there a danger, do you think, that it
will disappear from all the schedules outside the
BBC?

Mr Grade: I have an 11-year old—he was 11
yesterday—Samuel, and he enjoys television. He
enjoys digital television and, since he has got beyond
the Tweenies and those programmes, he has a very
rich diet indeed of television watching after he has
done his homework for an hour and a half. Yes, he
watches The Simpsons; he watches the History
Channel; he watches Discovery; he watches junior
Discovery. He has a fantastic diet of programmes; he
is watching all kinds of history programmes and
education programmes that would never have been
available in the old days. I think this is special
pleading by programme-makers who have a long
tradition of making wonderful kids’ programmes in
the UK. It is not commercially viable; but do not tell
me that there is not a rich diet of wonderful
entertainment and education available on the digital
channels for kids of all ages; it is fantastic what is
available.

Q580 Chairman: You are not concerned that he is
not going to be watching children’s programmes
on ITV?
Mr Grade: No, not at all, because he watches the X
Factor and Britain’s Got Talent; Doc Martin he
loves, which we have to watch because it is after nine
o’clock for him and he is not allowed to watch at
nine o’clock but we PVR it and watch it later.

Q581 Chairman: Finally, a lot of people have queued
up to write the obituary of ITV. Do you think ITV
will still be successful, independent, in five years’
time?
Mr Grade: I think it will be successful,
unquestionably. We are able still to create
programming and deliver programming across all
our four networks that absolutely delights British
audiences in increasing numbers, which everybody
said was impossible, that is almost defying gravity in
a fragmenting world. It has a great future; it is more
eYcient now than it ever has been; by the end of next
year we will have taken £250 million of fixed costs
out of the business beyond what came out as a result
of the merger. It is a very eYcient business; we still
have the knack; Peter Fincham and his team still
have the brilliant knack of picking winners and
delighting the British public. We need regulatory
relief; we need a competition regime which is allowed
to understand—this is no criticism of the
competition regulators—that we are all in a knock-
down, drag-out fight with Google and everybody
else, and that the narrow statutory remit of the
competition authorities has to understand and they
have to be allowed to take account of the public
interest in the British creative industries and British
investment and British production, which is the
cornerstone of British broadcasting. Some of the
decisions that have come out, which are perfectly in
keeping with their remit, for example the Kangaroo
decision, mean that much of the value that we create,
because of competition regulation, is going to leak to
America; and that is unacceptable and I am really
hoping that the next Parliament is going to address
this issue. Absolutely no criticism of the competition
regime; they are just not allowed in their remit to
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take account of the public interest in the
programming, and the viewers’ interests; and this is
not acceptable and it is going to be very, very, very
destructive for the industry going forward.

Q582 Chairman: You did not comment on
Independent?
Mr Grade: Independent is a matter for the market.
Our shares were at 18p not that long ago; it is 50p-
odd today. Everybody knows we are there. Will it be
independent? I sincerely hope so. I think its
consolidation is coming in one form or another. I
cannot see a huge long-term future for Channel 5;
that has to be consolidated in some way.

Witnesses: Mr Siôn Simon MP, Minister for the Creative Industries, and Mr Keith Smith, Deputy Director
of Media, Department for Culture, Media and Sport, gave evidence.

Chairman: For the second part of this morning’s
session can I welcome the Minister for the Creative
Industries, Siôn Simon, and the Deputy Director of
Media at the DCMS, Keith Smith. Adrian Sanders
is going to start.

Q585 Mr Sanders: Good morning. We have been
told in this inquiry that up to half of local
newspapers could be closed in five years’ time. What
impact do you think that will have on the scrutiny of
local democracy?
Mr Simon: My personal view is that it is probably
unlikely that half of local newspapers would close in
five years’ time. Clearly, nobody knows what will
happen to the newspaper market over the next five
years; nobody knows what will happen to specific
local newspapers. It is clear that it is a sector under
a lot of pressure; it is clear that a lot of local
newspapers have closed in the last few years, and we
are quite clear that local news is a public good; it is
important for our democracy. All our research
shows that people value local news and plural
sources of local news in our democracy. So if half of
local newspapers were to close, I think that would be
a shame. We should be clear, though, that it is news
that is the public good rather than newspapers.
What is important is that people get access to plural
sources of news across platforms as this market
changes. It is not for the Government to determine
the shape of the future in terms of what percentage
of the news market goes on to what platform,
although we are quite clear that local news is
important, local newspapers are important in their
communities and, where we can, the Government
wants to support local newspapers.

Q586 Mr Sanders: So you do not see it as the
Government’s role to intervene to support local
newspapers and local journalists?
Mr Simon: It is the Government’s role to make sure
that local newspapers have every reasonable
opportunity to prosper and to continue to prosper.
We should be clear that there are many local
newspapers up and down the country who continue
to make a good living doing local news. It is not a

Q583 Chairman: Do you think an ITV/Channel 5
merger makes sense?
Mr Grade: It depends on the terms. It is hard to see
the competition regime allowing it at present; and
would probably rather see it go under than actually
merge with somebody and survive; but that is a
function of the remit that they have. That is where it
is so counterproductive as a matter of public policy.

Q584 Chairman: Can I thank you very much and, on
behalf of the Committee, wish you every success
wherever you go next.
Mr Grade: Thank you very much, Chairman.

redundant model; local newspapers still work and,
clearly, the combination of the migration of lots of
advertising (particularly classified advertising)
online, which was a core part of the recent revenue
streams of local newspapers, at the same time as the
global crisis exacerbating and speeding up that
trend, has put local newspapers under massive
pressure, but this is still a significant sector with
significant strength. As you say, it is not the
Government’s job to intervene directly to prop up
particular newspapers; it is our job, as far as
possible, to make sure that people have a reasonable
opportunity to carry on doing what many of them
have been doing very successfully.

Q587 Mr Sanders: You seem to be saying: “Crisis—
what crisis?” because that is the terminology that has
been used in the evidence that we have been given,
that the local newspaper industry is in crisis. Clare
Enders came up with a figure of half of the 1,300
local and regional newspapers closing, and the Chief
Executives of Trinity Mirror and Johnston Press
both insisted that it is the worst crisis they have ever
faced. I feel as if there is an air of complacency—
Mr Simon: There is no complacency. I am quite clear
that local newspapers have suVered some drastic
declines and are under a lot of pressure. That is not
a matter for dispute. The structure of the market in
response to technological change has radically
altered, and local newspapers are having to radically
alter. In Birmingham the Birmingham Post is now a
weekly paper; the Birmingham Mail has gone to a
morning paper; that is an example of Trinity Mirror
changing the way it does business, changing the
oVering to fit the economics of the new environment,
but still, actually, producing two very good products.

Q588 Mr Sanders: My question was about the
scrutiny of local democracy. If you have a newspaper
that has gone to weekly, who is now going every day
into the council meetings? Who is going in every day
to scrutinise what is happening in the local court?
Who is keeping an eye out for what is happening in
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the business world in a local community? It cannot
be done one day a week as well as it could have been
done six days a week.
Mr Simon: The answer to that, in the specific case of
Birmingham, is that it is the daily paper that is doing
the daily work and what has become the weekly
paper is doing a more discursive, more in-depth,
weekly job, particularly aimed at the business
community, that you could not previously do as a
daily paper. Let us be clear: a lot of this work will
continue to be done by local newspapers. It is not
complacent for me to say that there are still very
large numbers of local newspapers producing great
products, doing great work, holding government
and local government to account and reporting on
local councils. The vast majority of reporting on
local councils is still done by local newspapers. Let
us not just write the whole sector oV as if it is
disappearing down a plughole, because it is not; it is
under a lot of pressure but there are still a lot of
people there doing a lot of good stuV. However, in
the future, that stuV will also be done in new places.
Who will go to the Council? Hyper-local news sites,
like Pits n Pots in Stoke-on-Trent, will go to the
council meetings, as they do. Stoke-on-Trent has got
a successful local newspaper, but it also has a very
successful hyper-local news site in Pits n Pots where,
if you want to know what is happening in the council
and behind the backstairs in the council and
everything to do with local government in Stoke-on-
Trent, you are at least as likely to go to Pits n Pots as
you are to go to the Stoke Sentinel. The point here is
that it is news that is important, and it is scrutiny of
democracy that is important to the citizen. We need
to be clear that as it migrates from one platform it
migrates sometimes on to another platform.

Q589 Mr Sanders: When does news become tittle-
tattle, which is what you seem to be describing as the
alternative to the Stoke Sentinel, which I think is
good?
Mr Simon: Have you read Pits n Pots?

Q590 Mr Sanders: No.
Mr Simon: It is, frankly, a bit rich of you to dismiss
it as “tittle-tattle” if you do not know anything
about it.

Q591 Mr Sanders: It is a website.
Mr Simon: Do you think that anything that is online
is tittle-tattle?

Q592 Mr Sanders: Most of it.
Mr Simon: I think that is a ridiculous view.

Q593 Mr Sanders: Most of what is online is indeed
tittle-tattle.
Mr Simon: That is just nonsense. That is a
ridiculous view.

Q594 Mr Sanders: It is as ridiculous as being
complacent about newspapers being—
Mr Simon: I am not being complacent. If you think
that everything that is on the internet is tittle-tattle,
it is not a serious discussion. Pits n Pots is a very

serious community website that does a really good
job; done by volunteers, not for money, taking it very
seriously, doing very impressive product, and you
should find out about it before you criticise it
adversely.

Q595 Rosemary McKenna: So you seem
unconcerned that we might be losing half of the local
newspapers in the country.
Mr Simon: How can you possibly deduce from what
I have said that I am unconcerned? I have made it
very clear that the local newspaper industry is under
a lot of pressure; it has gone through a torrid time,
for reasons that I have discussed. It is a very serious
issue for that industry. What I do not have is a
solution whereby the Government rides to the rescue
with a massive injection of capital or some other deus
ex machina—I am just providing some balance. I am
saying what we are talking about is change and it is
change that is very diYcult for the newspaper
industry, locally and in the regions, but I am saying
do not write them oV because there are actually still
plenty of companies making money doing local and
regional news and there are plenty of people still
doing really good work on local and regional news.

Q596 Rosemary McKenna: So you are saying it is a
natural process, given that we now have the internet
and all the diVerent ways that people access
information?
Mr Simon: One of the things that has happened is
that a process, some of which, clearly, was
inevitable—the migration of, particularly, classified
advertising revenue to online—is something that
was going to happen that was going to seriously
compress the margins of local and regional news,
which had been for the previous couple of decades
very healthy and very successful. They were always
going to be hit by this. In that sense, that was
inevitable. What has happened, partly, is that the
eVect of the global economic pressures on that
market has meant that huge, crucial chunks of
classified—particularly jobs and property—have all
but vanished, and the process therefore has been
very greatly compressed and speeded up. So things
that, in a more natural way of things, might have
happened over the course of the next—well, starting
two years ago but three to five years gradually—
have happened very, very quickly, and that has
created an immediate pressure and a sense in the
industry of crisis.

Q597 Rosemary McKenna: One of the things that
concerns the Committee is that if we lose diVerent
voices in the media, including television, and if ITV
are no longer going to be regional broadcasters of
news and the BBC are going to be the only voice, do
you have a view of how much plurality is necessary
in local and regional media?
Mr Simon: Exactly what you have just described is
exactly what we do not want to happen, and that is
why we are piloting independently funded news
consortia which are and will be the major
government intervention to support local and
regional news, and news in the nations. To be clear,
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IFNCs will fill the existing Channel 3 news slots but
they will be a multiplatform product which will
include newspapers, online, possibly radio,
hopefully community radio, and are an intervention
of government money which will be investment—
direct cash—into each of those sectors, not just TV,
but not an intervention which is intended,
eventually, to be a second strand of publicly funded
news but an intervention which is intended to
stimulate private sector provision in diVerent ways.
We want to see new products across all platforms
with synergies between companies and diVerent
kinds of companies and operators to get benefits for
everybody in new ways. It is not an attempt to do
anything that has been done before; it is an attempt
to do new things for a new environment.

Q598 Chairman: Does the Government recognise
the concept of public service reporting in the same
way that public service broadcasting is regarded as a
public good which the market cannot supply?
Mr Simon: Kind of public service journalism?

Q599 Chairman: Yes.
Mr Simon: I would say that we recognise and we are
clear that people value impartial, high quality
journalism as a public good, yes; a public good, on
the one hand, of itself but, also, in the sense of being
something which is valuable, which people value and
which is important to our democracy which the
market, left entirely to its own devices, will not
necessarily provide.

Q600 Chairman: So if the evidence becomes clear
that the market is no longer able to provide it, there
may be a case for some kind of public support?
Mr Simon: Our research clearly shows that people
want plurality in provision of local and regional
news, particularly broadcasted news. It is clear that
the market, left to its own devices entirely, will not
provide that at the moment. What we are already
doing, therefore, is an intervention in order to meet
a gap with respect to the plural provision of public
service news broadcasting, in particular, but across
all platforms, which the market will not necessarily
meet. We do not envision that being entirely publicly
funded in perpetuity; the idea is that we find new
ways for the private sector to fund this, but this is the
Government stepping in where the market is not
providing enough choice of public good.
Chairman: I would like to come back to that shortly,
but before I do can I bring in Adam Price.

Q601 Adam Price: Minister, I am sure you accept
that in many of our communities the local
newspaper is an important part in creating that sense
of a town or a county’s identity. The local paper in
my own home town, The South Wales Guardian, is,
like many local newspapers, in a diYculty at the
moment. How is the IFNC idea going to help a
newspaper like that? Is any of that money going to
trickle down to local newspapers?
Mr Simon: Yes. As to how, the IFNC idea is based
on consortia, and the concept is that the consortium
will include (this is not rigidly prescribed) a

broadcaster, probably a newspaper group or a
newspaper, people who are doing stuV online
locally—perhaps, hopefully, we will be specifying
hyper-locally online—and we would also, ideally,
like to see radio (I am keen to see community radio),
and the most successful bidders will be the ones who
put forward the broadest-based consortia which
promise to do the most innovative work in this
space.

Q602 Adam Price: You have acknowledged the
depth and the breadth of the crisis that the local and
regional newspaper industry, in particular, is facing
because, as you mentioned, for example, of the fall-
oV in classified revenue. Because of that, is it
appropriate, is it fair, that local authority free sheets
are diverting so much revenue away from local
newspapers who are already fighting so many battles
on so many diVerent fronts?
Mr Simon: The real answer to that is that nobody
knows properly what the situation is with respect to
local authority free sheets and local newspapers; we
have not got good information on exactly what is
happening and exactly what eVect it is having. The
Audit Commission did say in the summer that they
would do a study into this, and they are the only
body that can do it—the OFT cannot, Ofcom
cannot—it is an Audit Commission responsibility. I
did try and meet the Audit Commission to discuss
this in advance of coming to this Committee because
I thought it very likely that you would ask about
this. Unfortunately, they were not able to meet me,
and indeed they were not even able to have a
telephone call with me to discuss it in advance of the
Committee, even with a couple of weeks’ notice.

Q603 Chairman: They would not take your call?
Mr Simon: They refused to return my call, I think.

Q604 Chairman: Quite surprising.
Mr Simon: I noticed that you have had the OFT and
Ofcom, but not the Audit Commission. I believe that
they are supposed to be meeting next week or the
week after, at which their board—I think for the
second or third time—is due to confirm that they will
indeed go ahead with the study that they have
promised to do. I cannot give you any more details
on that, for those reasons. We all understand why it
is an issue; it can get, indeed, heated; some people
understandably get very annoyed by these local free
sheets. In order to have a proper discussion we really
do need some proper information which the Audit
Commission is supposed to be doing. The only thing
I would say in mitigation of the irritation that many
people experience is that, clearly, local authorities do
have a duty to communicate with their citizens what
they are doing, and clearly they also have a duty to
do that in the way that gets the best value and the
best price for the taxpayer. That does not mean that
they should be given carte blanche to do it in a way
that distorts and destructs the market and
undermines local newspapers, and certainly they
should not be doing it in a way which is propagandist
in tone. There is already DCLG guidance on the
quality of the content of what they produce which
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should really cover that. In summary—and forgive
me for what has been a bit of a rambling answer—it
would be nice if the Audit Commission get on and
do their report that they promised.

Q605 Adam Price: Thank you for being so open with
us on your diYculties in getting them to speak to
you. What their Chief Executive has said on the
record, I think, is that they do not intend to examine
the impact on local newspapers of local authority
free sheets. So precisely the bit that actually is of
most public interest is the bit that they are not going
to look at, which begs the question: what is the point
of their inquiry then?
Mr Simon: I think the answer to that is that if we
could get the Audit Commission to do their bit,
which is looking at the free sheets, we could then see
if we could get somebody else, like the OFT or
Ofcom (probably, I think, the OFT) to examine the
impact on the local newspaper market. Currently,
the OFT cannot examine the impact on the local
newspaper market because they do not have a piece
of work from the Audit Commission that tells them
the impact of what. We have to have the work on
what the thing is first before we can have some more
work on the impact of it.

Q606 Adam Price: A bit of joined-up government—
to use an old-fashioned phrase.
Mr Simon: I do not know what the phrase is for
interlocking quangos.

Q607 Adam Price: It sounds painful. I have heard a
few examples of local authorities that have used
oYcial notices, for examples, adverts, with the
possibility of starting a free sheet if the paper did not
change its political line—“We will take your revenue
away”. That is completely unacceptable in a
democracy. Is it not?
Mr Simon: Yes, that is completely unacceptable in a
democracy. The problem is it is anecdotal. What we
need is some proper research.

Q608 Adam Price: I do not mean to be parochial but
seeing as we are discussing local newspapers, my
own local county council even criticised the local
paper for criticising the free sheet, so it can get
slightly involved. Surely, local newspapers have a
right to express their opinion—it is part of their
remit—and this should not be used in any way as a
carrot or a stick to actually influence them.
Mr Simon: Absolutely not.

Q609 Adam Price: Is that kind of thing covered as
well in the DCLG advice that you mentioned?
Mr Simon: Obviously, it is a DCLG matter but I
believe so, yes. That is the kind of thing that the
advice covers.

Q610 Adam Price: If we can get the Audit
Commission together in the room with the OFT and
we have an inquiry which looks holistically at this
whole issue, then what will the Government do then
when it receives the evidence?

Mr Simon: I hope it does not sound like a
prevaricatory answer but, obviously, it will depend
on what they find. If it turns out that there is a
problem then the Government would have to look at
whether it was a problem that government could
address. We need to know whether and how big there
is a problem and what kind of a problem. Currently,
there are significant numbers of people getting cross
about this. What we need is some information and
some facts.

Q611 Adam Price: Could you simply say that, as far
as oYcial notices are concerned, that should not be
in a free sheet? The whole purpose of oYcial notices
is that you get as wide dissemination as possible, yes,
but actually the council is using, in some way, to pay
for the free sheet—taking advertising as well from
commercial organisations. Surely, that should not be
accepted because they are competing with local
newspapers. Could we not have rules about those
things?
Mr Simon: On those two questions, the Killian
Pretty review from DCLG has just looked into
things including whether planning notices should
still be statutorily required to go into local
newspapers. That has reported and the DCLG are
just about to say what they are going to do about
that, I think, fairly imminently. Let us see what that
says. Newspaper people are hopeful that they might
get some succour from that. On the advertising
question, that is exactly the kind of thing that
somebody needs to look at properly. The
counterbalance to what you said is that the council
taxpayers in the local area, it is right, want to get the
best value from the council, and the council
argument (which, on the face of it, also has a certain
validity) is: “We want to communicate with our
constituents but we want to do so as cheaply as
possible because it is they who are going to end up
paying, so if we can take some advertising so that the
taxpayer is not so burdened then—”. If that is true,
and actually the research reveals that the impact on
the newspaper market is negligible, then that is
diVerent to if research revealed that the impact was
very serious and damaging. We just do not know.
Mr Smith: If it is helpful to the Committee, the
CLG’s guidance, the statutory code on local
authority publicity, covers costs, content and style,
dissemination, advertising, recruitment advertising,
councillors, elections and assistance to others for
publicity.

Q612 Mr Sanders: That is guidance, is it not?
Mr Smith: That is guidance.

Q613 Philip Davies: If the Audit Commission does
not want to talk perhaps you could use our report as
the basis to shape the Government’s view on these
matters. Just a thought.
Mr Simon: Let me say that your report will be
influential in no uncertain terms in the Government,
as it always is.
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Q614 Philip Davies: We have heard evidence from a
number of local media groups, all of whom claim
that the merger regime for local papers is out of date
and is jeopardising their future. Does the
Government have any plans to re-examine these
merger regimes?
Mr Simon: No. The OFT have relatively recently
looked into it. Their report makes clear that they
consider their regime to be fit for purpose and for
there not to be any need for change at the moment.
There have been half-a-dozen cases in the last three
years or so, only one of which was referred.
Ultimately, it is a matter for the OFT, and they are
quite clear that the regime is fit for purpose.

Q615 Philip Davies: John Fry, the Chief Executive of
Johnston Press, told the Committee that in applying
the rules the OFT look too narrowly at just
newspapers and regard everything else as outside the
scope, whereas, as he pointed out to us and you
pointed out at the start today, everybody knows that
newspapers are now competing with a wide range of
media; it is not just newspaper-versus-newspaper
battles. Do you not think that this is actually out of
date and we need to look at the current climate in
which they operate and who they compete with?
Mr Simon: No, we have changed the regime such
that the OFT now co-operates closely with Ofcom
when looking at mergers, and Ofcom considers and
informs the OFT about the whole market—the
communications market.

Q616 Philip Davies: So all of these media groups are
wrong, are they, in what they say? They literally
think that this is one of the few things where you get
a unified voice from media groups? They are all
wrong as far as the Government is concerned?
Mr Simon: I do not think that there are, perhaps,
that few things on which you get a unified voice; I
think if you ask most businesses or most people
whether they want to pay less tax—

Q617 Philip Davies: They never get that
opportunity!
Mr Simon: You will probably get a unified voice, but
it does not necessarily mean it is the best policy. So,
no, clearly, the OFT is an impartial operator with no
axe to grind, and they are quite clear that the regime
is fit for purpose. The best way for the Government
to act is to take advice from the OFT, and I think
that is what we will continue to do.

Q618 Philip Davies: What is your reaction to
Ofcom’s recent proposed changes to media
ownership rules?
Mr Simon: We are going to announce our formal
response to their report pretty shortly. I can say, in
the interim, I thought it was a typically good and
robust report and another good piece of work by
Ofcom, and the Government will announce its
response after Christmas.

Q619 Philip Davies: Can you not give us a sort of a
taster of what might be in there or the direction in
which it might be going?

Mr Simon: I think by saying I thought it was a good
piece of work—

Q620 Philip Davies: Everybody always says that! I
have never yet come across any report that has ever
been produced by anybody about anything where
the Government Minister has not stood up and said:
“It was a very good report and we are very grateful”,
and all the rest of it, and “Isn’t it marvellous”.
Mr Simon: I have not said that about the Audit
Commission report.

Q621 Philip Davies: They have not done one yet,
that is why.
Mr Simon: That is why, yes!

Q622 Philip Davies: Rather than the ministerial guV
that we always get about reports, can we have a bit
of meat on the bone? Do you agree with them or not?
Mr Simon: They have only published their report a
fortnight ago. The correct way for me to behave is to
respond properly and formally, in due course, rather
than to make stuV up on the wing. If you want to
have an informal chat about it we can have an
informal chat about it another time. If it is an
informal chat that you want.

Q623 Chairman: Can I turn to IFNCs? How much
are you intending to spend on them?
Mr Simon: We are intending to spend £20 million per
annum across the three pilots for a minimum of two
years with an option to extend to three.

Q624 Chairman: Each will, therefore—
Mr Simon: Each will, therefore, get approximately
£7 million a year.

Q625 Chairman: How much of that is going to be on
providing regional news on television?
Mr Simon: We certainly have not broken that down.
I think it unlikely that we will specify in the
procurement documents; I think that will be a matter
for the consortia. So we will specify the kind of
outputs that we will require in terms of diVerent
platforms, and so on, but how the cost is
apportioned between each of the platforms, I think,
will probably be a matter for the consortia
themselves.

Q626 Chairman: When you talk about the diVerent
platforms, you suggested, I think, that radio was
going to be one of those as well as television and
online.
Mr Simon: I hope that it will be. I think the approach
that we will take to procuring these pilots is that we
will want to avoid being inflexible and dirigiste but
we will want to send very clear signals that plurality
of consortia member, of platforms, of provision, will
be the watchword of what we are looking for. So it is
unlikely that the procurement specifications will
include an absolute requirement for radio but I
would expect the documents to make it clear that
bids that included, for instance, radio and
community radio were much more likely to be
stronger bids than those that did not.
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Q627 Chairman: In terms of the composition of the
IFNCs, you spoke earlier about your hope that they
would include a broadcaster. Before you arrived
Michael Grade told us categorically that ITV had no
interest in participating in any IFNCs at all. Who do
you, therefore, see as the broadcaster in this?
Mr Simon: By a broadcaster, clearly, we do not mean
a current ITV licence holder. Perhaps “broadcaster”
is not the best word—a television company. Who
knows who it might be? There is a whole list of
operators who have expressed an interest. It could
be, for instance, a company which is currently
principally a radio broadcaster which is minded to
take more of an interest in television; it could be a
radio broadcaster plus a television production
company, and so on. There is no shortage of interest
for any of the pilots.

Q628 Chairman: How do you see these various
players coming together? Who is going to co-
ordinate this?
Mr Simon: The formation of the consortia will be a
commercial process that happens in the mysterious,
organic way that commercial consortia form
themselves. It is already happening and has been
happening, and one of the reasons that we wanted
and, indeed, have succeeded in announcing the pilot
regions very quickly was that we were conscious that
this process was happening all over the country, and
we did not want too many people in an already hard-
pressed sector to waste too much time putting
together bids for regions that were not going to be
selected. I feel that we have done that pretty
successfully. A certain amount of people have
invested a certain amount of work in putting
together nascent consortia in regions that have not
been selected, but not too much in too many cases,
and the people in the areas that have been selected
are, I am told, at a couple of steps removed, kind of
vigorously doing this.

Q629 Chairman: You would anticipate—or hope at
least—that there will be more than one consortia
bidding for the opportunity in each region?
Mr Simon: Yes. I think it likely; I would be very
surprised if there were not multiple bidders in each
region.

Q630 Chairman: In terms of the conditions that are
imposed on the content produced by IFNCs, Ofcom
has a specific requirement regarding, I think, its
form, character and content to determine the
quality. How do you see those conditions operating?
Mr Simon: I think that is something that, as we draw
up the specifications and as the consortia are formed
and bids come in, we will refine over the course of the
next months. I think it would be a mistake to set that
in stone now.

Q631 Chairman: It is intended that the consortia will
not really be up and running until 2013 across the
country. ITV told us that they were going to deficit
in terms of the benefit to them of their public service
obligation against the cost next year, and that if they
were to continue providing regional programming

they would have to have some kind of assistance.
Are you going to support them until the IFNCs are
put in place?
Mr Simon: Firstly, obviously, you are right that the
national roll-out will not occur until 2012–13, but we
will have pilots in two ITV regions—actually, three
because one of the pilot areas is Borders & Tyne Tees.
ITV will get some relief from next year in those areas.

Q632 Chairman: It is pretty small; Borders & Tyne
Tees and Wales, of course, is not exactly a huge
proportion of the ITV schedule.
Mr Simon: It is not a huge proportion but it is not
nothing. It all helps. There is also provision in the
Digital Economy Bill for the Secretary of State to—
much more flexibly than Ofcom is currently able to
do—vary or suspend the diVerent bits of any
broadcaster’s public service licence obligations. So
that gives the Government the possibility, in the
event that ITV found itself absolutely unable to meet
its obligations, more flexibly, to vary their
obligations if there were a crisis point reached before
the pilots were rolled out nationally.

Q633 Chairman: However, it is the determination of
Government that there should be a continuation of
regional news from today through until the IFNCs
are in a position to take over?
Mr Simon: Yes. On Channel 3. Let us not forget the
BBC is always there. A plural, yes. Those Channel 3
slots should continue to carry regional news.

Q634 Chairman: If ITV come to you in 2011 and say:
“We are dropping it tomorrow because it is no longer
economically viable for us to continue”, you will
provide support to ensure that does not happen?
Mr Simon: I would like to think it was unlikely that
they just turned up one day and said: “We’re
dropping it tomorrow”. Obviously, what would
really happen would be a long process of dialogue
and negotiation whereby between all the various
parties we would work out some kind of solution.
The point I am making is that if it came to a crisis
point, assuming the passage of the Digital Economy
Bill, the Government would have the provision to
vary the obligations. It is the obligations that cost
the money, and the Secretary of State would have the
possibility to relax the obligations.

Q635 Chairman: Are you intending that IFNCs
should be able to sell advertising within their slot?
Mr Simon: We are thinking about it. Again, it is
something one would have to discuss.

Q636 Chairman: ITV have expressed some concern
about that.
Mr Simon: Clearly, they would have a strong view in
the negative, and I understand that view and it may
be that view that prevails; I am just saying that as the
IFNC process unfolds that is something important
that will have to be worked out. Clearly, consortia
will be bound to take a contrary view, although they
will already be getting what is known in some circles,
I believe, as a wodge of cash.
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Q637 Chairman: ITV, basically, told us that there
was not any significant money available from
advertising in that slot anyway.
Mr Simon: It is funny that they are so categorical
about, it in which case.

Q638 Peter Ainsworth: It is interesting how STV
made exactly the same point, that their regional
news service is not well supported by advertisers and
actually does not make them any money. So there is
something to take account of there, I would suggest
to you; there is something commercially unattractive
about regional television news, which begs the
question as to why you are spending so much time
and there is so much debate about how to keep
something like that going.
Mr Simon: It goes back to the Chairman’s question
of whether this is a public good. I am a great
advocate of the market as an extraordinarily
powerful engine of growth and prosperity, but it is
not perfect and it does not deliver everything we
need as a society. The fact that it might not be very
economically attractive does not necessarily mean it
is no use to us as a society.

Q639 Peter Ainsworth: The economic
unattractiveness of regional television news in
England (it is diVerent in Scotland and Wales and
Northern Ireland, maybe) is based on its cultural
unattractiveness, because, as Michael Grade again
was saying earlier today, the regional television we
get is based on where the transmitter happens to be,
which is, essentially, a historic accident. There is very
little cultural cohesion in the places that are served
by this news. They are very big these regions; I can
get regional news in Surrey and I am not terribly
interested in what is happening in Dover. This is a
very common experience. So there is something
wrong with the product, I think, in terms of that
public service role, which again begs the question
about whether the market, if it is failing, is failing in
an important place, and one that is worth dealing
with. If I may quickly: I agree with you entirely
about the importance of news and of news that
people want to hear and, in particular, local news,
but I think regional television news is where the
problem is.
Mr Simon: I think that is a point well made and I do
take it. If you look at the three pilots that we have
picked, I think, one of the reasons that we picked the
English region that we did was that we hope it will
enable the Scottish pilot to be an all-Scotland pilot,
which I think we can all agree is a coherent regional
unit, Scotland (not regional, but you know what I
mean), and the same for Wales; that is a nation that
makes sense as a broadcast area. In the Borders/Tyne
Tees region, one of the attractive things about that
region, as well as they are very heavy consumers of
TV, very heavy consumers of regional TV, there has
also been a lot of controversy and debate in the last
few years about where the news comes from—
whether it is Carlisle or Gateshead or Newcastle,
and this pilot gives an opportunity directly to
address that. I am quite clear that although the

driving imperative is filling the Channel 3 news slots,
we are also trying to do, in this multiplatform
oVering, something which is explicitly not just
regional but which is local, via a local newspaper,
which at the online level becomes hyper-local. The
issue that you raise about the potential incongruence
of regional TV areas is clearly a valid question, and
these pilots and these IFNCs are not going to answer
it at a stroke but it is one of the questions that I hope
they will be addressing, and hopefully they will take
us some way down the road to doing a bit better.

Q640 Peter Ainsworth: Can we just touch on the role
of the BBC in all of this? It could well be argued
that—coming back to your point about market
failure—the BBC was created in order to deal exactly
with the market failure that you are now trying to
plug in a diVerent way. Who came up with the notion
that the television licence fee is not the BBC’s?
Mr Simon: It is not and it never has been.

Q641 Peter Ainsworth: What was it set up to do?
Mr Simon: It is not a notion. As you said, it is not
the BBC licence fee it is the television licence fee.

Q642 Peter Ainsworth: It is an accident of
nomenclature. What was the television licence fee set
up to achieve?
Mr Simon: It is also the way that the licence fee
works in government. The licence fee does not
accrue to the BBC; the licence fee accrues to the
Exchequer and is then by tradition, until recently,
given entirely to the BBC. So the licence fee was set
up to underwrite public service broadcasting, which
is what it has always been for.

Q643 Peter Ainsworth: Theoretically, the whole of
the licence fee could go to somebody else.
Mr Simon: Well, theoretically we could spend the
whole of the public purse in Safeways, but it is not
very likely.

Q644 Peter Ainsworth: I just think this is an
interesting twist in the language around the BBC
that has crept into government-speak recently.
Mr Simon: Perhaps it is something that has always
been true but which, in a dialogue the character of
which has probably tended to be shaped by the BBC,
has never been very well articulated before. Since the
changes which came over when a top-up to the
licence fee was introduced to fund the digital
switchover, it has become more relevant that
actually the licence fee was always intended to fund
public service broadcasting, which has always been
magnificently delivered by the BBC. However, it has
never been the case that it was exclusively of right the
BBC’s or that it could never be used to support
public service broadcasting elsewhere.

Q645 Peter Ainsworth: Do you not think it is a bit
curious, though, the concept of using the licence fee,
which has historically always been entirely
associated with the BBC, to fund commercial
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activities which, are in the words of the commercial
television sector, not at all commercial and actually
not very popular either?
Mr Simon: Did you not just express the point then—
they are not at all commercial? Not that the BBC
itself is not commercial—

Q646 Peter Ainsworth: The BBC is addressing
market failures, I would suggest.
Mr Simon: People are very clear that they want
regional, local and in the nations broadcast news
which is not the BBC; they want the BBC and more;
they want at least two sources of their local
broadcast news. They are also very clear that they
are happy for the licence fee to be used for that
purpose. The overwhelming majority of people in
the serious piece of research that we did were quite
clear that spending the licence fee on public service
broadcasting news provision by people other than
the BBC was a good thing.

Q647 Rosemary McKenna: Do you think people
understand that the money is not going straight to
the BBC but going straight to the Exchequer?
Mr Simon: Do I think that most people know that
the licence fee does not accrue directly to the BBC?

Q648 Rosemary McKenna: Yes.
Mr Simon: I certainly did not know that until I came
into this job, so I doubt it.

Q649 Rosemary McKenna: So the research that you
did, you actually had to advise people that the
money did not go directly to the BBC, so therefore
would they find it acceptable?
Mr Simon: I cannot remember exactly what the
question was, but I do not think we even did need to
advise them of that; I think we just asked people:
“Would you be happy for a proportion of the licence
fee to be spent on providing public service broadcast
news provided by somebody, not the BBC”?

Q650 Chairman: You say that was a serious piece of
research. Do you therefore suggest that the BBC’s
research, which showed precisely the opposite, was
an unserious bit of research?
Mr Simon: I do not know if “unserious” would be
quite fair; I would not like to impugn the integrity of
the people that did it, but the question they asked
was not really a very serious question. What we

asked them was what I just said we asked them; what
the BBC asked them was: “Would you prefer to have
a cheque in the post or would you prefer to spend the
money on broadcast news?” Lo and behold, a slight
majority—even then only a slight majority—of
people opted for the cheque in the post option.
Obviously, if you oVer people a cheque in the post
then the thing that you are balancing against that is
not really getting a fair crack, whereas what we
asked them is: “Is it okay to spend some of the
licence fee on public service news broadcasting that
is not provided by the BBC?”, and 65% said yes.

Q651 Peter Ainsworth: In your research, did you give
people the choice about—
Mr Simon: A cheque in the post?

Q652 Peter Ainsworth: Did you oVer cash back?
Mr Simon: No.

Q653 Peter Ainsworth: Did you say to them: “If
there is money hanging around in the BBC that—
Mr Simon: There is not.

Q654 Peter Ainsworth:—is not actually being spent
on programmes, for various reasons, would you like
some of it back?”
Mr Simon: No, we did not ask them that because I
do not think that is likely to come up with—

Q655 Peter Ainsworth: The answer that you wanted?
Mr Simon: No, I just do not think that is credible as
a question, because in the real world, as we all know
perfectly well, it is not going to happen; what would
really happen would be if there were surplus money
it would be returned to the Exchequer, whereas the
BBC question actually oVered them a cheque in the
post. It is not surprising. What is surprising is that,
still, almost half of people declined the cheque in the
post and still chose to spend the money on non-BBC
broadcast news.

Q656 Peter Ainsworth: Which they will not watch.
Mr Simon: Which they do watch. The overwhelming
majority of people get their news from the television,
and some of most popular television news
programmes are regional television news.

Q657 Chairman: I think that is all we have. Thank
you very much.
Mr Simon: Thank you.
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Written evidence submitted by BECTU

1. BECTU is the trade union for workers (other than performers and journalists) in the audiovisual and
live entertainment sectors. We have many members working in local/regional broadcasting and related
independent production. Among the issues raised by the Inquiry, we address those of particular relevance
to BECTU members and we set out our views in summary form:

Audience Support for Local/Regional News Broadcasting

2. We strongly believe that the provision of local/regional news is a vital component of our broadcasting
services. Furthermore, we believe that audiences consistently place a high priority on local/regional news.

3. This was confirmed in the research undertaken by Ofcom for its recent Public Service Broadcasting
(PSB) Review:

— 88%“thought it important that the main TV channels provide nations and regions news”.

— “There were high levels of agreement” that “it was important for ITV1 as well as the BBC to
provide nations and regions news programmes”.

— “Respondents in each English region and devolved nation believe that nations and regions news
provision cannot be left solely to the BBC”.

The Future of ITV Regional Services

4. As can be noted from the Ofcom research quoted above, audiences not only strongly support the
provision of local/regional news but also wish this to be provided by a plurality of sources, especially
including ITV.

5. We note that ITV plc—historically (including its predecessors) a very profitable company—won its
licence for the current period by promising to provide a specified level of regional news services. Despite
these commitments, we have seen:

— Successive waves of serious budget cuts and job losses in ITV regional services.

— Significant reductions in the number of ITV news regions/sub regions and local news opt outs.

— A move to merged regions based on large geographical areas of no relevance to local communities.

— Regulatory fines for failing to attain the required regional programme quotas.

6. This represents a fundamental erosion of ITV’s historically distinctive characteristic—its strong
regional structure.

7. Sadly, Ofcom has proved all too compliant in this scaling back of ITV’s regional commitments. Despite
the regulator’s duty under the Communications Act 2003 to “maintain and strengthen” PSB—of which
regional programmes are a vital component—Ofcom’s light touch regulation of ITV’s regional services has,
in eVect, amounted to deregulation.

8. There is an alternative strategy. We fully recognise the funding shortfall arising from the growth of
digital channels and the resulting fragmentation of audiences and revenue. However, there are alternative
funding streams which are both available and deliverable. We have set out our arguments on these in our
submissions to the Ofcom PSB Review and to Digital Britain. In summary form they are:

— levies on non-PSB broadcasters which provide minimal original PSB programming in proportion
to revenue and on new media platforms such as mobile phones and the internet (which use but do
not contribute to PSB programming).

— use of spectrum resources ie gifted/discounted spectrum for regional/PSB programming together
with the hypothecation of a proportion of any possible spectrum auction proceeds.

9. We believe that such alternative funding streams could provide essential resources for local/regional
programming and that ITV could be held to strong local/regional programming targets in exchange for
benefiting from such funding.

ITV/BBC Shared Regional News Facilities

10. Faced by the current erosion of ITV regional news, several alternative options have been put forward.

11. ITV and BBC have jointly proposed the use of shared facilities for regional news, possibly including:

— the sharing of buildings (ie ITV to move into BBC buildings) in 8 regions in England and Wales;

— the closure of many smaller ITV news bureaux; and

— further job losses in ITV regional news.
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12. BECTU strongly opposes these proposals:

— This could, in eVect, amount to a takeover of ITV regional news by BBC.

— BBC footage and facilities would be used by ITV as a substitute for ITV retaining adequate staYng
levels for its regional news service.

— It could require the rescheduling of rival news programmes which are currently broadcast at
overlapping times. The scheduling of a programme has implications for the nature of the audience
and thereby for programme content. And if there is resulting pressure to reshape programme
content, this compromises the claims for continuing editorial independence.

— Ultimately, BBC staV would be undertaking the work of ITV staV who had been made redundant.

13. In any event, the resulting savings (estimated at a maximum of £7–8 million per year by 2010) would
not in themselves be suYcient to prevent the erosion of ITV regional news—as is openly recognised by ITV
plc itself.

Independent Consortia providing News for ITV

14. Ofcom has put forward the idea of publicly-funded independent consortia to provide regional news
on ITV in the event that ITV itself withdraws from regional news provision. Organisations such as ITN have
been mentioned as possible bidders to provide such a service.

15. BECTU’s initial view is that this is an overcomplicated and inadequately funded response to the
problem:

— Bringing in independent consortia accepts, as a fait acompli, that ITV plc should withdraw from
the provision of regional news.

— The amounts of funding quoted (£30–£50 million) appear seriously inadequate and less than even
ITV’s current scaled-back regional spending.

— Diverting funding from the BBC license fee would be totally unacceptable, since this would simply
undermine one PSB regional news provider in order to subsidise another.

— Even if some independent consortia were potentially able to provide an adequate service in some
individual regions, this could not be assumed to apply across the board.

16. Furthermore, the BBC/ITV proposal for shared regional news facilities indicates that sharing
arrangements would also apply to any third party provider. Since such independent consortia would have
none of ITV’s existing regional facilities, they could potentially require the use of the entirety of the BBC’s
facilities—with significant implications for any BBC staV aVected and for editorial independence.

17. We believe that our proposal (referred to above) for the use of alternative funding streams—allied to
strong regulatory requirements on ITV to provide regional news in exchange for the receipt of such
funding—would provide a preferable future strategy building on the strengths of ITV’s historically
successful regional structure.

BBC Regional/Local Services

18. BECTU strongly supports the maintenance and development of BBC local and regional
programming. We accept that the BBC has a responsibility to position more of its in-house and
independently sourced production in the nations and regions in order to better reflect the contribution which
audiences across the UK make to the BBC through the licence fee. We therefore support in principle the
BBC’s relocation of some programme-making resources from London to the regions.

19. However, we do have concerns that following the closure of Television Centre in 2012 and the possible
sale of Elstree, the BBC may not own a single major television studio London and the South East and may
not be able to produce, for example, drama/light entertainment/Children in Need without hiring
commercial facilities.

20. We continue to have reservations about any single definition of regional as “outside the M25”. This
can, notoriously, lead to productions originating from production oYces just outside the M25 (eg
Amersham) but which, in eVect, use London facilities. We therefore believe that a meaningful definition
should be adopted. We note Ofcom’s proposal that at least two out of the following three criteria should
apply: regional location of the main production oYce; a prescribed minimum level of regional spend;
employment of a prescribed minimum number of regionally-based workers.

21. We support in principle the provision by the BBC of local news services both on video and online. We
regret that the BBC’s local initiatives have, at a previous stage, been opposed by other local press and media
interests. We further regret that the BBC Trust responded to such pressures by cancelling the development
of “bbclocalvideo”. Far from representing a threat to local print news providers, we believe such initiatives
could open up opportunities for local partnerships and syndication in the right circumstances.
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Local Commercial Radio

22. We have long noted, with regret, the evolution of commercial radio away from independent local
providers and into a sector characterised by concentration of ownership and standard programme formats.

23. We continue to wish to see regulatory support for the maximum possible range of local content and
identity in commercial radio. We have therefore expressed reservations about the loosening of controls on
formats and the weakening of localness guidelines.

24. We oppose the development of American-style centralised news hubs and shared programming—
which can develop to the point where there is little or no meaningful local news coverage or information
provision.

Cross-media Ownership

25. We believe that specific media ownership regulations continue to be necessary in addition to basic
competition rules. We believe that such regulations are necessary because market forces alone will not
provide the pluralistic media which a democracy requires.

26. We therefore believe that any relaxation of media ownership regulation should be judged on the basis
of broad democratic and social criteria rather than just on narrowly economic criteria.

The Nations

27. We recognise that there is a wholly separate dimension of debate concerning media services in the
nations. We have not, in this submission, attempted to address such issues (eg on the proposal for a new
Scottish channel, on the future funding of S4C)—on the basis that these continue to be discussed intensively
in other forums.

Conclusion

28. We appreciate the Select Committee’s interest in this issue. We hope you will take note of our views
and we look forward to the outcome of the Inquiry.

May 2009

Written evidence submitted by The Chartered Institute of Journalists

The Chartered Institute of Journalists (CIoJ) is the world’s oldest professional association of journalists
and operates under a Charter granted in 1890 by HM Queen Victoria. This charter compels us to look after
the good interests of all aspects of journalism—and we include in this responsibility the interests of readers
. . . something that has been absent from this current debate on the crisis aVecting newspapers.

We represent staV and freelance journalists across all sectors of the media including local and national
newspapers, periodicals, broadcasting and electronic publishing.

The CIoJ is not against digital forms of news presentation but we do believe it is an additional form of
delivery rather than being instead of traditional print formats. The Internet has become a bandwagon onto
which people have climbed with little care or regard to its immense drawbacks and are seeking to impose
on the public a form of news delivery that is not necessarily more eYcient and more convenient to the
customers—in other words, the readers—than the traditional, everything-in-one-place newspaper or
magazine.

We ask the Committee members to use their own personal experiences of searching for items on the
Internet compared to the ease of the format of their own local newspaper! How many sites would you have
to visit to glean the same amount of detailed information that you find in your local press? This is just one
aspect of our concern for readers.

We hope that our point-by-point observations on your request for views on the future for local and
regional media will explain many of our concerns and we do request that we are invited to participate in any
hearing that the Select Committee may decide to hold in order to answer any points its members may care
to raise.

1. The impact on local media of recent and future developments in digital convergence, media technology and
changing consumer behaviour

The Chartered Institute acknowledges that the advent of the Internet has had an impact on local and
regional media, particularly with the migration of advertising from hard print to web-based formats.
However, the transition is still in a state of flux and long-term predictions can not necessarily be drawn right
now. It may be that in time what advertisers will want is a combined print/web package linked to a trusted
brand, which local newspapers will be able to oVer.
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Advertising in traditional local and regional newspapers is largely aimed at local readers and is largely
irrelevant to world-wide readers of newspaper websites. Also, the quality of web readership is
questionable—looking at reader responses to stories on websites, one is struck by the quantity of “graYti”
posted by people whom advertisers would not wish to entertain!

The question of availability is of utmost importance. Traditional newspapers are easy, “purchaseable”
items, costing a few pence; Access to the Internet is expensive—and beyond the means of a large part of the
British population.

There appears to be a paucity of research on the reach of the Internet and we believe that large sections
of the British public just do not have ready access. Ofcom published some figures which showed that 72%
of over-65s do not have a computer—and of the 28% who do, 95% of them do not use a computer as a prime
source of news, preferring newspapers, radio and television as the means for obtaining day-to-day
information. (Interestingly, research just published by the American-based Scarborough Research Group,
shows that only 4% of the American public use news sites as their sole source of news—a remarkably similar
figure to Ofcom’s 95% observation.) The OYce of National Statistics 2007 survey found that 39% of low
income families did not have computer or Internet facilities.

We believe that for as much as 40% of the British public, Internet news is a non-event. This would be a
staggering proportion of excluded people if newspapers were allowed to fall by the wayside. The many
hundreds of pounds required to set up an installation is a luxury people on the limitations of pension income
or state benefits can ill aVord. Until such time as these commodities become much cheaper—or the
Government provides huge subsidies in one form or another—these people will remain “the forgotten
many”.

We invite the Committee to encourage a Government-sponsored detailed survey into computer ownership
and the uses people put them to, to establish a base line from which to consider other aspects of news
development on the Internet.

2. The impact of newspaper closures on independent local journalism and access to local information

The present crisis in British regional and local newspapers has not necessarily been brought on by the
advent of the Internet. The recent wave of redundancies among journalists has been centred on the larger
groups. Still-independently owned local newspapers have been conspicuous by their lack of job cuts.

We believe that some newspaper groups’ managements have been wooed too much by views—not facts—
of the future of news delivery and in doing so have lost sight of their main purpose in life, which is to produce
newspapers that are valued by their readers.

In a question: Have readers deserted newspapers, or have newspapers deserted their readers by
introducing ill-thought-out changes, reductions in some vital areas of coverage and staV economies that are
giving readers a less value for money impression? When people say “I have stopped buying the such-and-
such paper because there’s nothing in it,” they probably mean there is no longer anything in it that is of
interest to them.

One reason, we believe, is that managements are demanding of journalists more than can be reasonably
expected. While the term “journalism” covers all aspects of news delivery, there are very important
diVerences in the disciplines involved in newspaper, radio and television news production. To demand, as
some managements are doing, that one reporter provides print, audio and video reports of one story is
expecting too much if each presentation is to be done competently and professionally. The result is that the
reader, listener or viewer is getting a poorer quality version. The old adage of “each to his own trade” applies
equally well to professional news presentation.

The CIoJ is very concerned by the recent arrival of the Local Media Alliance formed by the Big Seven
publishing groups to campaign for a relaxation of the media merger regime. These groups have found
themselves in serious financial diYculties because of the conduct of their businesses in recent years.

During the good economic times we have been through, they have been on spending sprees building up
huge stables of titles on borrowed money. Now that the economy has turned sour, they are finding it diYcult
to fund their repayments—even though they remain very profitable. Johnston Press, for instance, recently
reported trading profits of about £128million but debts of £484million.

These groups have responded by cutting costs to the bone and wielding an axe on staV numbers that has
seen more than 1,000 journalists made redundant in the last year, cutting circulation areas, closing or
amalgamating titles, reducing or eliminating editions, closing oYces and centralising production facilities.
This is bound to have an eVect on news content, alienate readers’ perceptions of value for money and lead
to diminishing returns.

We are greatly concerned that the ideas of the Local Media Alliance have not been published to enable a
wider public examination of them. We note that the Alliance reportedly sent a 108-page submission to the
OYce of Fair Trading’s examination of the calls for relaxing the merger regime, with the request that it
remain secret because it contained commercial confidentialities.

We hope that a British law will not be changed on the basis of a secret document being considered behind
closed doors. We urge the Select Committee to open up that particular situation to public scrutiny.
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The only published information (to date) on the plans of the Alliance have come in a short Channel
4 News interview with Roger Parry, its chairman, (a verbatim transcript of that interview is appended)1

and a short story in the Financial Times. Quoting from Mr Parry’s remarks to Channel 4 when asked to
forecast the future shape of news, he replied: “I think that the core idea of local journalists understanding
local people and local communities will sustain exactly as it does today. The diVerences will be they are going
to be working towards a 24-7 website with a lot of audio on it, a lot of video on it, and that website will be
used to produce a weekly publication which will be a more cost eVective way of serving that local
community.”

That is a frightening proposition. It is a declaration of withdrawal from its traditional products, the
creation of increased competition with local radio and television stations (which are also under their own
particular pressures) and the abolition of local morning and evening newspapers and their replacement by
weekly editions compiled from the contents of those websites.

Talk about treating readers with scant regard! What about the large proportion of British society that does
not have access to their websites? Are they to be jettisoned?

3. How to fund quality local journalism

We are generally against any form of subsidy or grant from public funds to help regional and local press
in this time of crisis because we believe such money would be used, by and large, to alleviate the debts built
up by these groups and will not serve the interests of journalists or their readers.

What we do suggest is that consideration is given to a specially created Government loan fund from which
newspapers could borrow, at suitable ‘soft’ interest rates, to cover up to 50% of their editorial costs (mainly
journalists’ salaries and the expense of news gathering) with repayments to be made over time once the
nation’s annualised GDP returns to a pre-determined level. This would enable newspapers, and possibly
local radio and television, survive the present crisis without the need to cut back on news coverage to the
detriment of the most important people in our industry—the readers.

4. The appropriateness and eVectiveness of print and electronic publishing initiatives undertaken directly by
public sector bodies at the local level

While the Chartered Institute recognises the advantages of local authority and other public bodies’
websites as a means of publishing corporate information, our “availability” reservations also apply—if 40%
of the population is excluded by economic factors then these organisations face a critical communications
gap which is best filled by use of local print/broadcast media.

The role in a newspaper in the conduct of a democracy cannot be under-estimated. Local newspapers are
a vital link in local democracy with their ability to examine and question local authority decision making.
It is also a means of conveying information to the public. You only have to ask yourselves, as Members of
Parliament, the value you gain from your local publications as a link with your constituents and think how
much more diYcult it will be for you to keep in touch with your electorate without those columns to report
your activities. It presents you with a nightmare situation—particularly at election times!

We deprecate the growth of local council newspapers. These are publicity vehicles promoting the
corporate interests of the authority with no room for a critical examination of those interests in the way that
local newspapers do so well. This is not serving the cause of democracy.

We believe that local authorities and organisations functioning from the public purse should be mandated
to advertise in local media any proposal involving the spending of taxation funds and particularly so when
contracts and jobs are involved.

5. The role and eVects of search engines and online content aggregators on local media

No comment.

6. The future of local radio and television news

The CIoJ suggested to the Ofcom inquiry into the future of public service broadcasting that the possibility
of local newspapers providing news services to regional television and local radio output has, to some extent,
been taken up but we question the financial ability of local newspaper companies to undertake to run their
own stations. (Recently, the Manchester Evening News announced the redundancy of 41 of the 100 staV
involved in the production of its Channel M internet service—most newspapers could not sustain those
staYng levels). The core skills for journalists in print, radio and television are diVerent and expecting all
journalists to supply individual versions of news stories for each media and maintain professional quality
is unrealistic. Remember the adage: Horses for courses!

The developing situations with regional television cutting back on its local coverage, and the development
of regional news hubs among chains of local radio stations are denying the public of worthwhile local
news services.

1 Ev not printed.
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7. The desirability of changes to the regulatory framework for print and electronic local media, including cross-
media ownership and merger regulations

The Chartered Institute would like to see firm proposals before adopting a definite position but any
change to media ownership regulations should provide a means for guaranteeing the survival of titles and
not introduce cosy arrangements whereby groups could swap ownership of newspapers to enable titles to
be absorbed and plurality reduced.

We have suggested that any future merger application should demand written guarantees of intentions to
maintain editorial coverage in titles and that any change to those written undertakings should only be
permitted after an inquiry by a competent government-appointed authority.

8. The opportunities and implications of BBC partnerships with local media

We prefer to wait until fuller details of the BBC oVer emerge. Generally speaking, BBC local radio content
is similar to existing news coverage by printed titles. We would not necessarily oppose such partnerships
which may add more content to local media websites. However, the necessity for plurality still applies.

9. The extent of plurality required in local media markets

Plurality obviously introduces competitive aspects—good for advertisers and good for journalists.
Journalists always work better in the knowledge that their output is being compared to that of rival
publications. It should be maintained and encouraged.

10. Incentives for investment in local content

Financial investment from local interests should be encouraged for the input of both local knowledge and
interest from the investors but the mega-groupings of the last decade has negated its importance. If any of
these major groups should fail, the sale of their local title assets to local investors should be encouraged. As
far as input from local interest groups is concerned, well-run local newspapers do “listen to their readers”
and accommodate their concerns etc within their columns.

11. Opportunities for “ultra-local” media services

The Chartered Institute has no objection to Internet-based ultra-local media services and believes that
experiments in their production and promotion will determine their future. Good services will attract an
audience, bad ones won’t! A lot depends on the quality of local initiatives.

May 2009

Written evidence submitted by Scottish Screen

Executive Summary

Scottish Screen is the national government-backed agency responsible for developing all aspects of screen
industry and culture across Scotland, focusing on the following five priority objectives:

1. Education—to ensure that people of all ages and backgrounds are inspired and equipped to analyse,
appreciate, explore, create and share screen media;

2. Enterprise and Skills—to ensure that there are appropriate levels of skilled individuals and viable
companies to sustain all aspects of the screen industries across Scotland;

3. Inward Investment—to promote Scotland as a dynamic, competitive and successful screen
production hub;

4. Market Development—to ensure that the widest range of screen product reaches and is appreciated by
a diversity of audiences;

5. Talent and Creativity—to identify nurture, develop, support and progress Scotland’s screen talent and
screen production companies.

Scottish Screen welcomes this opportunity to respond to the House of Commons Culture, Media and
Sport Select Committee Inquiry into the Future for Local and Regional Media. Understandably, in view of
our remit, we have a particular interest in Scottish local and regional media.

From a Scottish perspective, it is also important to note that there are four main geographical categories
to consider in terms of target audiences and readership: UK-wide, national (ie Scotland-wide, such as The
Herald and The Scotsman newspapers), regional (such as The Press and Journal and The Courier
newspapers) and local–sub-regional. In a post-devolutionary UK, where so many of the important issues
aVecting people’s lives are devolved matters, Scotland’s national media has an important democratic role
which is distinct from the role played by the UK’s (including Scotland’s) regional media. We trust that an
assessment of the future of Scotland’s national media lies within the scope of the Committee’s inquiry.
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The main points we wish to raise are that:

— Although the declining circulation figures of the Scottish press may be viewed—at least in part—
as evidence of the damaging eVects of changes in technology and consumer behaviour, it would be
a very unbalanced view which fails to recognise the potential to enhance both consumer choice and
informed citizenship oVered by the very same changes. The changing media landscape also oVers
an unprecedented opportunity for a radical democratisation of the media, for instance through the
advent of User Generated Content (UGC). It will be vital to ensure that all citizens have equal
access to this new technology in order to maintain and nourish a thriving and participative
democracy. Scottish Screen has welcomed the support for an updated Universal Service
Commitment which has been outlined in the UK Government’s Digital Britain interim report,2

but is concerned that it has set the aspirational bar too low for such an important part of the UK’s
competitive infrastructure, specifically in relation to its proposed standard–minimum speed.

— Scottish Screen supports the recommendations of the Scottish Broadcasting Commission (SBC),3

including its proposal for a new Scottish digital network, as a means of addressing the inadequacies
of current television network news coverage in Scotland. News and current aVairs coverage in
Scotland remains unsatisfactory4 and the “Scottish Six” issue, while only part of the problem, has
yet to be resolved.

— While Scottish Screen has absolutely no objection to public investment or other support for quality
local journalism, this should not be confused with support for local press as an alternative to or
variant of support for Out of London (OOL) PSB.

— Within Scotland, the current Borders situation is clearly unsatisfactory. We wish the local TV
initiative in the Borders every success, but—assuming it proceeds—this needs to be seen as
complementary to, rather than a substitute for an alternative PSB to BBC Scotland for viewers in
the Scottish part of the current ITV Border region.

— We would stress the need to assess the impact of cross-media ownership and mergers on the public
interest at the Scottish as well as the UK level.

— Scottish Screen is keen to see a significant expansion of the BBC’s role as a catalyst within the
broader creative industries in Scotland, including local media,

— Given the weakness of its indigenous press and the commercial pressures upon stv, Scotland faces
the real threat of an extremely dangerous loss of essential plurality of supply across both broadcast
and printed media. This is one of the main reasons why we support the SBC’s recommendation for
a new digital network.

— Scottish Screen believes there is a strong case for additional support for local media content, not
just news.

— Scottish Screen recognises the potential for “ultra-local” media opportunities and supports their
assessment as part of the so-called “Scottish 7th MUX”, but would also sound a note of caution
regarding the viability of funding models and quality of content.

1. The Impact on Local Media of Recent and Future Developments in Digital Convergence, Media
Technology and Changing Consumer Behaviour

The most significant current drivers of change in local media are the accelerating pace of digitisation and
the convergence of media delivery platforms, accompanied by the rapidly growing user acceptance of the
internet. Large sections of the population now regard the internet as the preferred source not only for news—
which has dented the circulation of national as well as local newspapers—but also for consumer
information, for example when purchasing a house or car or finding a job. This latter trend has proved
particularly damaging to the regional press, which has traditionally relied on classified advertising revenues.

The situation is undoubtedly also aVected by the (hopefully) cyclical eVects of the current deep recession,
exacerbated by the fact that property, cars and jobs are particularly exposed to this economic downturn.
Thus it is reported that UK-wide advertising revenues fell 37% in the first quarter of 2009, while the impact
on employment—typically regarded as a lagging indicator of economic health—is reflected in a 10% decline
in the regional press workforce in the past six months.5

The press in Scotland is of course subject to these same changes—structural and cyclical—which are
aVecting the UK titles.

However, there are also a number of additional, distinctive factors which need to be addressed in
considering the position in Scotland. In a post-devolutionary UK, where so many of the important issues
aVecting people’s lives are devolved matters, Scotland’s national media has an important democratic role

2 Department for Business, Enterprise & Regulatory Reform and Department for Culture, Media & Sport, Digital Britain—
The Interim Report, January 2009, at http://www.culture.gov.uk/images/publications/digital britain interimreportjan09.pdf

3 Scottish Broadcasting Commission, 2008, Platform for Success at
http://www.scottishbroadcastingcommission.gov.uk/Resource/Doc/4/0000481.pdf

4 For example, the inadequacy of the clumsy opt-out on the BBC from Newsnight to Newsnight Scotland.
5 Financial Times, Lifeblood drains from local press, 30 March 2009, at FT.com/UK—Lifeblood drains from local press .
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which is distinct from the role played by the UK’s (including Scotland’s) regional media. But the historical
strength of the indigenous Scottish press, and its ability to fulfil this role, is under severe threat. We note, for
example, the evidence to the Commons Scottish AVairs Select Committee given by Paul Holleran, Scottish
Organiser for the National Union of Journalists,6 who states that the Scottish-based newspapers are at
relative disadvantage in comparison with the Scottish editions of English-based titles:

“One of the discussions I have with the managing directors in Scotland is that they believe that the
English-based titles that have Scottish editions are in a stronger position. With The Express, for example,
they would have substantially fewer journalists than the Scottish oYce. The Sunday Times would be the same
or The Times would be the same. The Daily Mail would have much more staV. They have an English base
of a newspaper with Scottish pages, so there is a competition element. The cut-price sale of the Daily Star
and The Sun has obviously added to some of the diYculties. There is a problem across the whole industry,
there is no doubt about that, but at the moment the Scottish titles seem to be trying to use the same template
to find a solution.” 7

Mr Holleran also indicates that the declining circulation figures have not been helped by a number of
editorial appointments where editors originating from “south of the Watford gap” were given responsibility
for national newspapers in Scotland “without knowing their new patch.”

While the relative weighting of the contributory factors may be open to debate, the March 2009 Audit
Bureau of Circulations (ABC) figures certainly confirm the significant decline in year on year circulation for
Scotland’s nationally-audited papers:8

— Daily Record (owned by Trinity Mirror)—329,067 (down 9.87%);

— The Herald (Newsquest)—59,329 (down 10.5%);

— The Scotsman (Johnston Press)—48,011 (down 7.4%);

— Sunday Mail (Trinity Mirror)—408,753 (down 9.31%);

— Sunday Post (DC Thomson)—248,062 (down 8.9%);

— Scotland on Sunday (Johnston Press)—60,031 (down 11.3%); and

— Sunday Herald (Newsquest)—40,870 (down 17.5%).9

Although these declining circulation figures may be viewed—at least in part—as evidence of the damaging
eVects of changes in technology and consumer behaviour, it would be a very unbalanced view which fails to
recognise the potential to enhance both consumer choice and informed citizenship oVered by the very same
changes. For example, the reality of convergence of media delivery platforms is illustrated by the growing
interest of regional press groups in the potential opportunities for local television which digital switchover
(DSO) will bring. Guardian Media Group (via Channel M in Manchester) is already an active broadcaster,
while other press organisations are taking a very keen interest in Ofcom’s recent proposals for independently
funded news consortia (IFNC) as a possible element in the new Public Service Broadcasting (PSB) ecology.

The changing media landscape also oVers an unprecedented opportunity for a radical democratisation of
the media, for instance through the advent of User Generated Content (UGC). The power of UGC was seen
in two of the recent leading news stories in the UK—the policing of the G20 protests in London and the
Downing Street adviser Damian McBride’s emails—which were broken through amateur video footage and
a non-mainstream political blogger. It will be vital to ensure that all citizens have equal access to this new
technology in order to maintain and nourish a thriving and participative democracy. This is why Scottish
Screen has consistently supported the principle of establishing high speed broadband as a truly Universal
Service Obligation.10

We believe that the starting point for any policy framework needs to be that access to super-fast
broadband will be an essential utility for every UK citizen, just as we ensure access to high quality water
supplies to all UK homes or medical treatment which is freely available to all citizens at the point of delivery.

6 This evidence was as yet uncorrected at the time of writing.
7 House of Commons Scottish AVairs Committee, Crisis in the Scottish press industry, 31 March 2009, Uncorrected Transcript

of Oral Evidence to be published as HC 401-I, at
http://www.publications.parliament.uk/pa/cm200809/cmselect/cmscotaf/uc401-i/uc40102.htm.

8 Figures taken from allmediaSCOTLAND.com, Double-Digit Sales Drops for Sunday Herald and SoS, at
http://www.allmediascotland.com/articles/3891/15042009/double-digit sales drops for sunday herald and sos.

9 For comparison, the English-based titles’ sales in Scotland over the same period were as follows: Daily Mirror—28,181 (down
14.1%); Daily Star—88,572 (up 3.3%); Sun—372,439 (down 6.4%); Daily Express—72,097 (down 5%); Daily Mail—
117,833 (down 6.4 %); Daily Telegraph—23,159 (down 2.1%); Financial Times—5004 (down 7.9%); The Guardian—
15,627 (down 3.15%); The Independent—8905 (down 9.9%); The Times—27,009 (down 3.4%); Daily Star Sunday—
28,172 (down 3.45%); News of the World—268,321 (down 7.77%); Sunday Mirror—24,450 (down 18.4%); The People—
18,088 (down 13.35%); Sunday Express—41,434 (down 4.8%); Mail on Sunday—100,303 (down 10.1%); Independent on
Sunday—7088 (down 27.3%); The Observer—22,198 (down 3.9%); Sunday Telegraph—20,517 (down 0.6%); and Sunday
Times—71,719 (up 6.4%).

10 For example, see Scottish Screen’s Response to Ofcom’s Consultation on Delivering super-fast broadband in the UK: Setting
the right policy framework, December 2008, at http://www.ofcom.org.uk/consult/condocs/nga future broadband/responses/
scottishscreen.pdf.
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Super-fast broadband can and should become an essential tool for all citizens to participate fully in the
democratic process and in social and cultural life, as well as engaging in economic activity as informed and
empowered consumers. As Scotland’s national screen agency, we also wish to ensure that the Scotland’s
screen industries are not competitively disadvantaged in the increasingly competitive UK and international
markets in which they operate.

Scottish Screen has welcomed the support for an updated Universal Service Commitment which has been
outlined in the UK Government’s Digital Britain interim report,11 but is concerned that it has set the
aspirational bar too low for such an important part of the UK’s competitive infrastructure, specifically in
relation to its proposed standard–minimum speed.

2. The Impact of Newspaper Closures on Independent Local Journalism and Access to Local
Information

The declining circulation figures (see above) emphasise the struggle for survival of much of Scotland’s
indigenous press. This is especially concerning against the background of a decade of Scottish devolution
and the woefully inadequate coverage of Scottish news in the allegedly “UK wide” press. The comments on
this subject by Professor Anthony King of the University of Essex (from his report for the BBC Trust on
BBC network news and current aVairs coverage of the four UK nations) are pertinent:

“The major London-based newspapers—The Times, the Daily Mail, the Sun and so forth—are still
customarily referred to as constituting the UK’s “national” press. But it is at least open to argument that
the UK no longer possesses a truly national—ie UK-wide—press. Few London-based newspapers now have
full-time correspondents based in Northern Ireland and fewer, if any, have full-time correspondents in Wales.
The London-based daily papers do have full-time staVs in Scotland, but the members of those staVs are, in
most cases, principally concerned with producing the Scottish edition of the paper they work for; they find
it increasingly diYcult to place stories about Scotland in the south-of-the-border editions of their own paper.
The eVect is that news of Wales, Northern Ireland and Scotland has become increasingly ghettoised in the
print media. It is largely confined to newspapers published in those nations (the Glasgow-based Herald, the
South Wales Echo, the Belfast Telegraph and so forth) and to the editions of the London-based newspapers
that are distributed there. In particular, Scottish newspapers and the Scottish editions of London-based
papers continue to report news of events and developments taking place in England, but it is becoming
harder and harder for newspaper readers outside Scotland, including in England, to follow what is going on
elsewhere in the UK.”12

These deficiencies are not confined to print media, however. Research conducted by a team from CardiV
University for the King Report also highlighted the full scale of the inadequacy of coverage of the devolved
Nations on the BBC’s supposedly UK wide television network news bulletins:

“During the four weeks that were monitored during October and November, the CardiV team identified
136 stories on the BBC network that dealt with education and health: that is, with arguably the two most
important policy fields that are largely devolved to Scotland, Wales and Northern Ireland. Of the 136 stories,
all 136 dealt with England alone. None dealt with education or health in one of the devolved nations.”13

Nor was the BBC unique among broadcasters; in fact:

“Although the BBC network’s performance in reporting the whole UK was less than wholly satisfactory,
the BBC’s performance was nevertheless consistently superior to that of other broadcast outlets when
relevant comparisons were made. In other words, the BBC needs to be judged by its own high standards,
not by comparison with other broadcasters.”14

To their credit, the BBC Trust have stressed their commitment to address these glaring inadequacies.
However, it is important to recognise that the key diVerences between the English regions and the Nations—
certainly for Scotland—are qualitative rather than quantitative. Many of the important issues which aVect
people’s lives—health, education, justice—are devolved matters which, despite welcome improvements, will
never be adequately covered on the UK-wide news. The vast population imbalance between England and
the other component nations of the UK means that this would be an unrealistic expectation.

Scottish Screen supports the recommendations of the Scottish Broadcasting Commission (SBC),15

including its proposal for a new Scottish digital network, as a means of addressing this particular democratic
deficit, as well as the vital economic and cultural benefits the new network would bring.

11 Department for Business, Enterprise & Regulatory Reform and Department for Culture, Media & Sport, Digital Britain—
The Interim Report, January 2009, at http://www.culture.gov.uk/images/publications/digital britain interimreportjan09.pdf

12 BBC Trust, The BBC Trust Impartiality Report: BBC NETWORK NEWS AND CURRENT AFFAIRS COVERAGE OF
THE FOUR UK NATIONS, June 2008, p.25, at
http://www.bbc.co.uk/bbctrust/assets/files/pdf/review report research/impartiality/uk nations impartiality.pdf.

13 BBC Trust, The BBC Trust Impartiality Report: BBC NETWORK NEWS AND CURRENT AFFAIRS COVERAGE OF
THE FOUR UK NATIONS, June 2008, p.30, at http://www.bbc.co.uk/bbctrust/assets/files/pdf/review report research/
impartiality/uk nations impartiality.pdf.

14 BBC Trust, The BBC Trust Impartiality Report: BBC NETWORK NEWS AND CURRENT AFFAIRS COVERAGE OF
THE FOUR UK NATIONS, June 2008, p 30, at
http://www.bbc.co.uk/bbctrust/assets/files/pdf/review report research/impartiality/uk nations impartiality.pdf

15 Scottish Broadcasting Commission, 2008, Platform for Success at
http://www.scottishbroadcastingcommission.gov.uk/Resource/Doc/4/0000481.pdf
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The SBC’s work has moved the debate about the future of PSB in Scotland on to a much broader
discussion than the much debated “Scottish Six” issue:

“For more than 10 years now there has been a significant level of debate about the advantages and
disadvantages of providing audiences in Scotland with integrated television news programmes blending
international, UK and Scottish news. Because of a particular BBC proposal much debated inside and
outside the corporation, this is often referred to for convenience as the “Scottish Six” debate. Although that
proposal was discussed only in relation to the news hour between 6pm and 7pm on BBC1, it has become
the shorthand description for the general principle of combined or integrated television news programmes
aimed at audiences in Scotland.”16

Former BBC Director General Lord Birt makes it clear in his autobiography that he regarded the
“Scottish Six” as an extremely important—and dangerous—issue:

“I wrote to, and then went to see, the new Prime Minister Tony Blair. I expounded not just from the BBC’s
perspective but from the nation’s…..Opting out of the Six would be a powerful symbol of Scotland moving
away from UK-wide institutions….The end of a single, common experience of UK news would, moreover,
encourage separatist tendencies……Blair was quick, as ever, to grasp the case. “Let’s fight,” he said.

…This painful episode had an ultimately benign outcome. In 1999, when devolution finally became a
reality in Scotland and Wales, no organisation was better prepared to serve both the nations and the UK as
a whole than the BBC. Meanwhile, the British Broadcasting Corporation lived to fight another day”17

Scottish Screen welcomes the expansion of the Scottish PSB debate. However, our view is that Lord Birt’s
optimism over the BBC’s capacity to serve both the nations and the UK as a whole was unfounded. News
and current aVairs coverage in Scotland remains unsatisfactory18 and the “Scottish Six” issue has yet to
be resolved.

3. How to Fund Quality Local Journalism

There are several parallels between the broadcast and print media in Scotland, for example:

— digitisation and technological convergence are undermining historical funding models;

— London-centricity is prevalent and the regional players are struggling to survive; and

— genuinely local and regional content is in danger of being squeezed out by non-indigenous content.

However, it would be wrong to jump to the conclusion that local press and the internet are viable
substitutes for broadcast news. Technological convergence should not lead to the incorrect conclusion that
these are substitutable products serving the same market. Moreover, as we stated in our response to Ofcom’s
Second Public Service Broadcasting (PSB) Review, concerning the way that other (non-PSB) digital
channels and interactive media contribute towards the public purposes:19

“We agree with Ofcom that the contribution of non-PSB channels to public purposes remains very limited,
particularly with respect to UK origination and genre diversity.

The growth of the internet and interactive media in providing content which delivers public purposes is a
significant development, but is primarily complementary to PSB television and unlikely to provide a feasible
substitute for PSB in the foreseeable future.”

One of the key diVerences between press and broadcast news is that the press is not impartial—or at the
very least it is not regulated to ensure impartiality, unlike PSB broadcast news. The impartiality of news
broadcast on the PSB channels is widely acknowledged, in contrast to press news, including Scotland’s
national press. This is not to deny the institutional London-centricity of the PSBs, including the BBC, but
this needs to be distinguished from partiality of editorial content.

So while Scottish Screen has absolutely no objection to public investment or other support for quality
local journalism, this should not be confused with support for local press as an alternative to or variant of
support for Out of London (OOL) PSB.

16 Scottish Broadcasting Commission, 2008, Platform for Success, p 26, par 3.39,at
http://www.scottishbroadcastingcommission.gov.uk/Resource/Doc/4/0000481.pdf

17 Birt, John, The Harder Path: The Autobiography, Time Warner, 2002, pp 483–487.
18 For example, the inadequacy of the clumsy opt-out on the BBC from Newsnight to Newsnight Scotland.
19 Scottish Screen’s Response to Ofcom’s Second Public Service Broadcasting Review—Phase One: The Digital Opportunity, p

4, June 2008, on the Ofcom website at http://www.ofcom.org.uk/consult/condocs/psb2 1/responses/ss.pdf.
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4. The Appropriateness and Effectiveness of Print and Electronic Publishing Initiatives
undertaken Directly by Public Sector Bodies at the Local Level

No comment.

5. The Role and Effects of Search Engines and Online Content Aggregators on Local Media

No comment.

6. The Future of Local Radio and Television News

Note our comments in sections 2 and 3 above regarding television news.

We would also add that in Scotland the current Borders situation is clearly unsatisfactory. We wish the
local TV initiative in the Borders every success, but—assuming it proceeds—this needs to be seen as
complementary to, rather than a substitute for an alternative PSB to BBC Scotland for viewers in the
Scottish part of the current ITV Border region.

7. The Desirability of Changes to the Regulatory Framework for Print and Electronic Local
media, including Cross-media Ownership and Merger Regulations

We would stress the need to assess the impact of cross-media ownership and mergers on the public interest
at the Scottish as well as the UK level.

8. The Opportunities and Implications of BBC Partnerships with Local Media

Scottish Screen is keen to see a significant expansion of the BBC’s role as a catalyst within the broader
creative industries in Scotland, including local media,

9. The Extent of Plurality required in Local Media Markets

As with our comments on cross-media ownership and mergers (7 above), we would stress the importance
of addressing Scottish—not just UK—plurality requirements. Given the weakness of its indigenous press
and the commercial pressures upon stv, Scotland faces the real threat of an extremely dangerous loss of
essential plurality of supply across both broadcast and printed media.

This is one of the main reasons why we support the SBC’s recommendation for a new digital network.

10. Incentives for Investment in Local Content

News appears to be viewed by some, including Ofcom, as the last remaining plank of PSB provision. But
this viewpoint is wrong and largely stems from the common, but misguided view of PSB as a mechanism to
address genre-based market failure. It is this perspective which has resulted in the self-fulfilling prophecy of
inadequate resources leading in turn to a perception of inferior quality and declining viewing figures for
regional programmes on ITV. (The same has also been true of stv in Scotland—at least until the Scottish
broadcaster’s relatively recent change of senior management and strategy.)

News provision is important, and is vital to the eVective functioning of our democracy, but broadcast news
is only one piece in the larger PSB jigsaw. It is no accident that PSB is commonly described as an ecology.
As we stated in commenting upon the Digital Britain interim report:

“Television also lies at the heart of the UK’s successful creative industries, is by far the most pervasive
medium in people’s lives and plays a huge role in our cultural, civic and democratic lives. PSB, in particular,
needs to be celebrated as a successful, abiding and essential component of our democracy, not as an
obsolescing mechanism to address market failure in the communications market.”20

Scottish Screen believes there is a strong case for additional support for local media content, not just news.

11. Opportunities for “Ultra-local” Media Services

Technological change now means that local television has the potential to deliver real benefits, but it will
also need to overcome the long-standing concerns over the viability of funding models and quality of content
which have undermined most previous attempts to establish local television services.

In a world of finite resources, it is also important to recognise that local TV is unlikely to make a significant
contribution in the short term to the urgent matter of establishing a critical mass of production activity in
Scotland.

20 Scottish Screen Comments on the Digital Britain Interim Report, p 7, on the Digital Britain website at
http://www.culture.gov.uk/images/publications/ScottishScreen DBIRResponse.pdf.
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In short, Scottish Screen recognises the potential for “ultra-local” media opportunities and supports their
assessment as part of the so-called “Scottish 7th MUX”, but would also sound a note of caution regarding
the viability of funding models and quality of content.

May 2009

Written evidence submitted by the Department for Culture, Media and Sport

Summary

1. Government is aware of the intense challenges facing local news providers, including radio and
television as well as local newspapers. We launched the Digital Britain report in October and published an
interim report in January. That report acknowledged these challenges and sought views from the industry
about what role local journalism would play in the digital age.

2. Further to that, Secretary of State for Culture, Media and Sport Andy Burnham hosted a summit on
28 April, at which key representatives from the industry, as well as other stakeholders, were present.

3. The purpose of the event was to give those with an interest the opportunity to look at the various ways
to support local news providers, as part of the ongoing programme of work looking at the future of media
as part of Digital Britain. The day’s discussion will feed into the final Digital Britain report to be published
in the summer.

4. Broader Government policy on the future of local and regional media will be informed by a range of
sources, including relevant reports from the OYce of Fair Trading and Ofcom, the Power of Information
Task Force and the consultation on the Killian Pretty Review.

Importance of Local and Regional Media

5. Government recognises the importance to our democracy of local news, as a source of independent
local information produced to high journalistic standards, and news plurality. We believe that wide
availability of news at all levels, national, regional and local, is at the core of public service content. Research
carried out as part of Ofcom’s public service broadcasting (PSB) review showed very clearly that people trust
and value the provision and choice in news services in this country, and they trust and value local and
regional news in particular.

Challenges

6. The local media sector is facing diYcult times. In the UK today, there are some 1,300 regional and local
newspapers, read by 40 million adults, and 1,100 websites, estimated to reach at least 20 million adults.

7. While online readership of local newspaper websites is rising, physical circulation is experiencing a year
on year decline in the region of 5.2%. Some local newspapers are closing with many more forced to make
job cuts.

8. The situation has been exacerbated by current market conditions, with the decline in advertising
revenue (currently at 30% year on year) particularly pertinent. This fall in advertising is a result of structural
and cyclical factors. Structurally, advertising has moved online. Cyclically, local press depends heavily on
the classified advertising sector, where recent economic circumstances have seen advertising of jobs, houses
and cars decrease.

9. Other challenges facing local newspapers include the costs associated with owners transforming their
businesses from a single format product to a multiplatform one. This requires both capital expenditure and
also new skills in both content creation and for selling advertising space. Finally, the price of paper has
itself risen.

Digital Britain

10. The Digital Britain Report assesses the UK’s readiness to exploit the dramatic shift to digital
platforms as the basis for huge parts of our economy, as well as our private lives, and one part of this is how
the news media are meeting the challenges of a changing world.

11. We are seeing a convergence of local content in print, broadcasting and the internet. It would be
unrealistic to see newspapers in isolation, as a separate group from online publishers. Increasingly, there is
a content business, and content is distributed in diVerent ways. In an environment in which there is a
transition to the versatility of the digital world from traditional methods of newsgathering and reporting,
the Government is giving consideration to the future of news in light of the opportunities presented by
Digital Britain.
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12. In the interim Digital Britain report, Government called on the local newspaper industry collectively
to contribute to the discussion on how to continue to provide high quality, impartial news in the digital age,
and specifically on the role of local journalism. Following a series of meetings between Andy Burnham and
various representatives of the industry, Government hosted a summit on 28 April where these views could
be shared collectively to help inform the direction of travel.

13. Speakers at the summit included Stephen Carter (Minister for Communications, Technology and
Broadcasting), Ed Richards (Chief Executive, Ofcom) and Alan Rusbridger (Editor, The Guardian). To
make sure that a broad range of interests were represented, attendees included the National Union of
Journalists, the Society of Editors, the Newspaper Society, Ofcom, the Press Association, as well as other
Members of Parliament and key stakeholders from national and local television and radio.

14. In his speech, Ed Richards said that Ofcom had been looking at potential models of how to deliver
news in the nations, regions and localities. One would involve the setting up of news consortia, based on
nations and regions, which would deliver a quality regional TV news service providing plurality alongside
the BBC, deliver a range of news in nations, with scope for a cross-media service integrated into and
contributing to the wider local media ecology. The news consortia could comprise news broadcasters,
regional newspaper groups, local TV and radio stations, picture agencies or independent producers.

15. Ofcom’s proposal, and others discussed on the day, will inform and feed in to the final Digital Britain
report to be published in the summer.

Models of Ownership

16. Government believes that there is a viable business model to deliver local and regional news, and is
encouraged by the eVorts of businesses to adapt to the converged world. We believe that convergence in the
media industry should not only raise challenges but should also create new business opportunities for high
quality local content to be delivered to citizens across a wider range of platforms than previously.

17. While it is not for Government artificially to sustain a business model if it is failing, nor is it
Government’s place to intervene in the management of individual newspapers or the commercial
management of individual businesses, Government’s regulation of business does however impact on the
newspaper industry in various ways, particularly in the regulation of monopolies and mergers, including the
ownership of media.

18. That is why, in the Digital Britain interim report (action 14), the Government invited the OYce of Fair
Trading, together with Ofcom and other interested parties, to examine whether any change is needed in the
merger regime for local and regional media, with a particular focus on print media.

19. OFT completed the first phase of its review, seeking views from interested stakeholders on the main
scope of its review in to the local and regional media sector, and issued a discussion paper on 13 March,
inviting responses by 31 March.

20. The discussion paper briefly set out how the media merger regime operates and focuses on areas where
Government and stakeholders have identified potential issues of relevance to the review. OFT also held
hearings with key stakeholders.

21. The OFT will submit key findings and any recommendations to Government in line with its timetable
for publication of the Digital Britain final report in the summer.

22. In terms of the broader media ownership rules which govern the ownership of television, radio and
newspapers in the UK, Ofcom is required to review these rules at least every three years. These rules are
designed to strike a balance between ensuring a degree of plurality on the one hand, and providing freedom
to companies to expand, innovate and invest on the other hand. Ofcom last reviewed these rules in 2006.
Ofcom’s next review is due this year.

Collaborative Ways of Working

23. Government is encouraged by recent examples of partnership working, for example the
Memorandum of Understanding signed by the BBC and ITV on a partnership to provide regional news in
England and Wales, and the BBC’s recent announcement to oVer a similar package of resources to local news
providers.

Public Sector Publications

24. Government is aware of the concerns raised by local commercial newspapers that they are facing
increasing competitive pressure from public sector bodies. Government policy on this issue will be informed
by a range of sources, including the OFT review and the Power of Information Task Force, published on
2 March 2009.

25. In addition, and specifically on the issue of planning, the Government response to the Killian Pretty
Review includes a commitment to consult on the recommendation in that Review to give greater flexibility
to local planning authorities to determine the most cost eVective way of informing the public about planning
applications. Government would not want to make any changes to the planning process that could leave
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local people in the dark over proposals that aVect them. Therefore, the decision on whether to remove the
mandatory requirements to advertise certain planning applications in local newspapers will follow this
consultation.

Intellectual Property

26. Government is aware of the concerns raised by the newspaper industry that some internet providers
are aggregating news gathered by the newspaper industry and republishing it online.

27. Copyright law is determined by a combination of UK laws, EU directives and international treaties.
Copyright is primarily a civil law matter and it is mainly for rights holders to sue if they feel their rights have
been infringed. The Intellectual Property OYce is responsible for the UK’s copyright framework, but it does
not function as a regulator.

28. The Government is encouraging the newspaper industry and internet providers to collaborate in the
investigation and implementation of initiatives such as Automated Content Access Protocol, which marks
web pages to identify the IP owner.

May 2009

Written evidence submitted by Skillset

Introduction

1. This submission is not confidential and it is made on behalf of Skillset, the Sector Skills Council for
the Creative Media covering the sectors: Television, Film, Radio, Animation, Interactive Media, Computer
Games, Photo Imaging, Facilities, Publishing 21 and other content creation.

2. Skillset is an independent, industry-led organisation; jointly funded by industry and government, our
job is to make sure that the UK creative media industries have the right people, with the right skills, in the
right place, at the right time, so that our industries remain competitive.

Our Interest in this Enquiry

3. As Ofcom has observed in the report on the Second Phase of Public Service Broadcasting: “Ofcom’s
research has demonstrated that viewers believe that news not just for the devolved nations but also the
English regions is the main priority in television for the nations and regions. The research also demonstrated
that news is the genre in which plurality is most important to audiences in the devolved nations. […] This
comes at a time when the future of regional and local newspapers and radio faces unprecedented challenges
thus endangering what has traditionally been the spine of local and regional journalism across the UK and
the training of the UK’s young journalists traditionally provided in the regional and local media.” 22

4. Both Ofcom and Government through the anticipated Digital Britain report are expected to make
recommendations that will provide alternative models—most notably the idea of news consortia. Although
Skillset does not feel appropriate to comment on the detail of these proposals, we would like to see an address
to people’s development and training and skills development built into any solution proposed because this
is an essential ingredient in achieving a sustainable local and regional media economy.

5. As the Sector Skills Council for creative media, this is an area where we could oVer support and
expertise as we uniquely bring all prospective partners together in our footprint.

6. A call to consider training was articulated by Andy Burnham in his speech at IPPR conference of 22
January 2009. He put great emphasis on finding a sustainable solution which includes provision for training
and skills: “It is time to develop a sensible strategy that uses the converging nature of journalism to sustain
a vital local media. […] The prize here is the opportunity to create entry points to the creative industries at
the local level by providing apprenticeships, skills training, work experience and jobs. We must break a
culture where jobs in the media go to the people whose parents have contacts for internships or where they
can aVord to support people in unpaid positions.” 23

7. Similarly, Shadow Culture Secretary, Jeremy Hunt highlighted in the Conservatives current “Save Our
Local Press” campaign that: “It is now time to allow new industry models to emerge that will encourage
investment not just in local papers but local online services and new local TV companies.” 24 This implies
investment for a hybrid of new skills (technological, creative and business) to support these new models—
skills is also one of the areas to be covered in the current Conservatives review of Creative Industries.

21 Publishing as a sector became part of Skillset’s footprint in April 2008.
22 Page.86, PSB Phase 2 Statement, Ofcom, January 2009.
23 Andy Burnham speech, IPPR Conference, 22nd January, 2009.
24 Conservatives Press Release, 27th March 2009: http://www.jeremyhunt.org/type2show.asp?id%92&ref%507
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8. The current economic environment together with technological change is impacting on traditional
business models which rely on advertising income. This in turn has led to newspaper closures and
redundancies in sales, marketing and journalism across the creative media. And whereas companies have
cut or are thinking to revise or reduce their training budgets, the UK Commission for Employment and Skills
warns that “research confirms that firms that don’t train are 2.5 times more likely to fail than those who do.
Now is precisely the time to keep investing in the skills and talents of our people.” 25 At the moment many
of new entrant schemes are jeopardised and there is little or no support for continuous professional
development programmes and technical or business skills training, which poses the question as to whether
these companies are planning in the most eVective way to manage their future in a changed environment.

9. Skillset believes that the need to maintain a highly-skilled, flexible workforce and allow the flow of new
and diverse creative talent is essential to the future of regional and local media economies. The ability to
produce high quality local content that supports plurality, citizenship and democratic values relies heavily
on the ability of the people working in across the UK Creative Media industries to have the talent, skills
and capacity to deliver it.

10. Furthemore, in the interim Digital Britain report’s five main objectives, the need for “UK content for
UK users … in particular impartial news, comment and analysis” is followed by “fairness and access for all:
universal availability coupled with the skills and digital literacy to enable near-universal participation in the
digital economy and digital society”.26 The importance of skills development particularly for the digital
economy is highlighted further in the description of the digital economy skills: “The digital economy relies
upon these hybrid professionals who can bridge technology, creativity and business”, and concludes that
“there is more work to be done to strengthen the understanding of the ways for education and business to
work together to create the skilled workers and leaders which business needs.” 27

11. At Lord Carter’s request Skillset, working in partnership with e-skills UK, submitted a
comprehensive response and action plan on skills for Digital Britain’s final report. We presented the case
that in tandem with technology related skills are those underpinning professional content production. We
argued that in the ability to create Digital Britain and to create high economic value from Digital Britain is
dependent on the breadth and depth of our Digital Skills—the skills to create the infrastructure, the skills
to create the world-class content, the skills to exploit technology, to innovate and deliver tangible
business value.

12. Skillset’s made recommendations to Digital Britain which are built on our current work. We have
worked hard and so far managed to influence the development of new national 14—19 qualifications
(Creative and Media Diploma), the creation of new vocational routes (Digital Apprenticeships and High-
level Apprenticeships) and influencing high-level skills and academic provision with the creation of a
network of Skillset Media Academies (Further and Higher Education institutions recognised by industry as
centres of excellence) which are working with creative media business to address their needs (from recruiting
employable graduates to upskilling existing workforce and develop new business models), as well as
encouraging companies themselves to address and invest in these issues. We are currently developing a map
of all creative media occupations which highlights their interelationship with convergence, anticipates future
growth of new occupations and tracks the changes in more traditional ones.

13. At present, Government’s skills investment is mainly focused on supporting individuals with low or
no level skills. High level skills are expected to attract full investment from employers. From the sector’s
perspective the current recession, fragmented nature of the industry and labour market usage calls for a more
flexible and diVerentiated approach regarding the accessibility of public funding and co-investment with the
industry. Through Peter Mandelson’s work on “industrial activism”28 (which is about identifying key
sectors for the future and ways in which Government can support them more eVectively) the creative and
digital sectors are emerging as priorities. Skillset is currently working with DIUS on its new policy of skills
activism—which allows for discreet support of niche industries—and with BERR and DCMS through
Digital Britain. All our inputs are recommending that Government invests in high-level creative skills in
partnership with the industry.

14. Our main recommendation for Digital Britain is that Government needs to work with industry and
look at focusing strategic investment to meet better the needs of this growing sector of the UK economy
through the publicly funded education and skills provision. This will incentivise industry participation and
co-funding of structured entry and progression routes and training for reskilling and upskilling. In addition,
any new structural proposals and other recommendations in the Digital Britain report (ie PSB
responsibilities, owneship of media rules, news consortia, contestable funding) should also have clear
commitments on training and development, particularly, in this case for the local and regional media
industries they will serve.

15. If our recommendations are implemented by Government, then we believe that we could address
some of the issues expressed above and support eVectively proposals for the future of local and regional
media.

25 UK CES, 23 October 2008: http://www.ukces.org.uk/Default.aspx?page%4659
26 Digital Britain Interim Report, page 7, DCMS/BERR, January 2009
27 Digital Britain Interim Report, page 65, DCMS/BERR, January 2009
28 “[We] need to widen and diversify the specialist bases of the UK economy and focus on how we further commercialise

andinternationalise these bases…”, Peter Mandelson Speech, RSA, 17 December, 2008.



Processed: 30-03-2010 13:47:01 Page Layout: COENEW [E] PPSysB Job: 433672 Unit: PAG8

Ev 130 Culture, Media and Sport Committee: Evidence

16. We hope the Committee’s work on this enquiry will highlight the importance of skills development
and people’s issues in delivering solutions for a sustainable future for local and regional media. We will look
into the Committee’s work to support and recognise these issues and include training and skills development
in their recommendations.

Skillset’s Evidence on Specific Questions

Q: The impact on local media of recent and future developments in digital convergence, media technology and
changing consumer behaviour

17. Skillset is researching the impact that digital convergence has on the skills and attitudes of creative
media professionals. For example, the recent Scoping Project for Convergence Journalism report which was
produced by the National Council for the Training of Journalists, Broadcast Journalists Training Council,
Periodicals Training Council and Society of Editors (commissioned and funded by Skillset),29 highlights
skills gap among graduates in journalism, as newsrooms demand platform convergence.

18. Regarding the employment and education of journalists 57% of companies now operate across the
web as well as their “main” area of activity—46% of television and radio companies, 59% of newspapers
and 61% of magazines. 33% of companies employ more than 50 journalists, but there are more larger
companies to be found in newspapers, relative to television and radio and magazines. Very few companies
recruited more than ten journalists in 2007.

19. 71% of employers report skills gaps among new entrant journalists. Television and radio companies
and larger companies report skills gaps that are slightly higher than the average. Employers pinpointed
several traditional and new skills gaps facing their business. For traditional skills these included finding own
stories, use of language, writing, media law, shorthand and newsgathering. For new skills, the most
frequently mentioned skills gaps were in video skills, writing for search optimisation and multi platforms,
assembling news bulletins and audio/visual packages and using the Freedom of Information Act.

20. In addition, the following case study was based on feedback from one of the Skillset industry panels
and it demonstrates how job roles change:

“A year ago, our CardiV newsroom introduced the role of Community & Interactivity editor (C&I editor).
This is a journalistic role, but a brand new one in newspaper publishing terms. It involves the proactive
management of relationships with our online and print audiences. Essentially, the C&I editor acts a bit like
the producer of a radio phone-in show, prompting the audience with questions about topical stories and
issues that we think will draw a response from our readers/users. The C&I editor will lead the discussion
invite people to interact with us, to post their opinions on our forums and blogs. They will also then
moderate the content and, in liaison with the multimedia hub, select and edit packages to be reproduced in
print. To use the shorthand, we are transitioning from creating all of our content to curating content. Most
of our newsrooms now have C&I editors, and I think it is an area that will grow.”

21. The above is an indication of the impact of digital convergence in journalism. A similar impact
(emerging importance of new skill sets and evolving job roles) has been identified in other professions within
these sectors such as sales and marketing staV, tv/video crews, visual and sound editors and radio engineers
(for more information, please see the Skillset updated Sector Skills Agreement 2008 – 2011 30) As we have
mentioned before, Skillset is monitoring developments through our a map of all the creative media
occupations.

22. It is worth stressing that the impact of digital convergence can also been seen within managerial roles
across these industries. We believe that it is very important to address their skill issues to ensure that new
converged media business models are adapted and that senior management are able to think beyond
traditional opportunities and look at monetisation of creative content.

Q: The impact of newspaper closures on independent local journalism and access to local information

23. As we mentioned above, we believe that that the need to maintain a highly-skilled, flexible workforce
is even more essential for the future of regional and local media economies at a time of recession.

24. Unfortunately, as described above, traditional routes into broadcast and newspapers are under threat
as major cut-backs are experienced in regional programming for commercial radio and television (ie ITV)
and local newspaper closures. As we mentioned, Government needs to work with industry and look into
strategic investment through the publicly funded education as this will incentivise industry participation and
co-funding of structured entry and progression routes and training for reskilling and upskilling. In addition,
any new structural proposals and other recommendations in the Digital Britain report (ie PSB
responsibilities, ownership of media rules, news consortia, contestable funding) should also have clear
commitments on training and development, particularly, in this case for the local and regional media
industries they will serve.

29 The report can be found on http://www.skillset.org/skillset/press/2009/article 7220 1.asp
30 http://www.skillset.org/strategy/strategies/ssa/
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25. For journalism in particular, there is a need to identify options and opportunities within each
community to see if journalists can be re-skilled or up-skilled for lateral career progression into other creative
media sectors. Other creative media sectors should also be considered (eg content creation for interactive/
digital media).

Q: The future of local radio and television news

26. We would like to see people’s and training and skills development built in any solution proposed
regarding the future of local radio and television news, because this is an essential ingredient in a sustainable
local and regional media economy. Any structural proposals and recommendations in the Digital Britain
report (as for example contestable funding for local and regional news consortia) should also oVer incentives
to encourage industry participation in training and people’s development.

Q: The extent of plurality required in local media markets

27. Skillset is working across the four nations of the UK as well as throughout the English regions. Recent
work in Scotland, Northern Ireland and Wales has higlighted the need to explore how the media oVer is
enhanced in terms of increased locally relevant content and as a provider of national content. Skills are
essential in strengthening and stimulating creative media production in a regional and local context to
address the principles of plurality, diversity and deliver high quality accessible content.

28. We expect the recommendations in Digital Britain to address issues of investment in local content. As
new technologies develop so new opportunities emerge. If a skilled workforce is also developed in a local
and regional context, then this will enable local media to seize new opportunities as they arise.

Q: Incentives for investment in local content

29. As we mentioned before, Skillset submitted a comprehensive response and action plan on skills for
Digital Britain’s final report. Our aim was to highlight the need for skills that will support professional
content production. We argued that the ability to create Digital Britain and to create high economic value
from Digital Britain is dependent on the breadth and depth of our industries’ skills to create the
infrastructure and world-class content, to exploit technology, innovate and deliver tangible business value.

May 2009

Written evidence submitted by MG ALBA

1. About MG ALBA

MG ALBA (the operating name of Seirbheis nam Meadhanan Gàidhlig or Gaelic Media Service) has
formed a partnership with the BBC to broadcast BBC ALBA, the Gaelic digital television channel, which
was launched in September 2008. BBC ALBA is the first partnership channel to operate under a BBC licence.

MG ALBA was originally established (as the Gaelic Television Committee) under the Broadcasting Act
1990, and its current remit under the Communications Act 2003 is to secure that a wide and diverse range
of high quality programmes in Gaelic is made available to persons in Scotland. MG ALBA is funded by the
Scottish Government and regulated by Ofcom.

2. Responding to the Committee’s Inquiry

MG ALBA welcomes the opportunity to comment on the Committee’s inquiry on the future for local and
regional media. Our response will concentrate on three of the subjects on which the committee has called
for views:

— the impact on local media of recent and future developments in digital convergence, media
technology and changing consumer behaviour;

— the future of local radio and television news; and

— incentives for investment in local content.

3. Developments in Digital Media Technology and Consumer Behaviour

BBC ALBA is currently available on digital satellite (Sky 168 and Freesat 110). In addition to the
television channel, there is also a Gaelic radio station (Radio nan Gaidheal) and online services including
www.bbcalba.co.uk and “watch again” opportunities on the BBC iPlayer. Carriage of BBC ALBA on cable
is currently being negotiated with Virgin Media, and carriage on digital terrestrial television (DTT, also
known as Freeview) is expected to become possible at switchover, subject to review of the service by the
BBC Trust.
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Audience research indicates that 72% of Gaelic-speaking viewers who currently have access to the channel
are tuning in at least once a week. The partnership is committed to securing carriage for BBC ALBA on all
existing and emerging digital platforms, so that all Scottish viewers can receive BBC ALBA after switchover,
whatever digital system they have invested in.

4. The Future of Local Radio and Television News

News and current aVairs are consistently reported as the most highly valued genres in research conducted
among Gaelic-speaking viewers of BBC ALBA. Broadcast news on both television and radio provides an
important service to a language community that is not well served by print media, as there are no Gaelic
newspapers and few English-language newspapers have a regular Gaelic column.

The BBC’s team of Gaelic journalists contributes to news content across three media—television, radio
and online—providing local (Highlands and Islands), regional (Scottish), national (UK), and international
news. BBC ALBA broadcasts a half-hour nightly news programme, An Là, and a weekly news round-up,
Seachd Là, as well as award-winning current aVairs magazine programme Eòrpa. Radio nan Gaidheal
carries regular news bulletins throughout the day and in-depth morning and drive-time news programmes,
and Gaelic news articles are available on the BBC news website. The Gaelic news service draws on the wider
BBC news gathering operation, and stories and footage gathered for Gaelic news programmes are also made
available to other BBC news services. The BBC ALBA news teams are based in Inverness and Glasgow, and
a number of video journalists work from other locations in the Highlands and Islands.

5. Incentives for Investment in Local Content

MG ALBA receives a Treasury Grant (the Gaelic Broadcasting Fund) from the Scottish Government. In
2008–09 the Fund was £12.4 million. The entirety of MG ALBA’s content budget is spent in Scotland, and
around two-thirds of this is allocated to independent production companies. The existence of the Gaelic
Broadcasting Fund since 1990 has enabled the creation and development of the independent production
sector for Gaelic content, and the launch of BBC ALBA has led to a considerable increase in the number
of hours of content commissioned from these companies.

New commissioning deals based on four-year agreements with production companies for regular delivery
of content in certain programme genres is allowing the sector to plan for the medium and long term, to hire
and train staV, and to develop more sustainable business models. The benefits of Gaelic content production,
for the economy, for the Gaelic community and for the production sector’s skills base, is of particular
importance in economically fragile areas such as the Western Isles, and MG ALBA welcomes opportunities
to explore with enterprise agencies, with government and with other partners in the private and public
sectors new ways to make best use of available funding sources, to attract new investment and to create
eVective partnerships.

May 2009

Written evidence submitted by the Scottish Newspaper Publishers Association

1. Background

This paper has been prepared in response to an invitation by the Select Committee for views on the future
for local and regional media, ahead of its new inquiry.

It is submitted on behalf of the local newspaper publishing industry in Scotland, represented by the
Scottish Newspaper Publishers Association (SNPA).

2. SNPA—The Organisation

The Scottish Newspaper Publishers Association (SNPA) represents Scotland’s local press. SNPA has
13 member organisations, between them publishing more than 90 paid-for weekly newspapers and around
30 free papers.

SNPA’s current role extends principally to:

— promote, further and safeguard the interests of its members;

— maintain press freedom;

— advise members on advertising matters; and

— advise members on current codes of advertising practice.
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3. Critical Issues facing Scotland’s Weekly Press

The Scottish local newspaper publishing industry is facing the worst media crisis in living memory.
Compounding threats include:

— the economic down-turn and drastically reduced advertising revenues;

— declining circulation revenues;

— migration of advertising revenues to the internet;

— government encouragement and sponsorship of websites geared to divert public sector recruitment
advertising away from the local press to a public sector sponsored website. Scotland’s publishers
believe that the COSLA portal will fail to live up to expectations; it will close oV from application
tens of thousands of potential candidates, prove economically wasteful, as well as undermining the
private sector medium which already delivers the acknowledged route to recruitment. Moreover,
it is suggested that far from attracting candidates from the private sector, the portal will lead to
greater churn and consequential salary creep within the public sector;

— the diversion of licensing advertising away from the local press to local authority websites;

— public sector initiatives to pass oV in-house newsletters and/or other communications as editorially
independent publishing ventures. Some of these are part-funded through advertising sales,
encroaching into market space occupied by the commercial publishing sector;

— the threat that statutory obligations relating to the requirement for local government to publish
Public Notices might be met in future by a centralised Public Information Notices website.
Scotland’s publishers believe that public information advertising is crucial to local democracy and
is a fundamental duty owed by local government to the communities being served. Moreover, they
believe that the local press already represents the best means to live up to such a duty—in terms of
both reach (eVectiveness) and value-for-money; and

— undermining of the industry’s core business through the encroachment by the BBC or any other
broadcaster through public subsidy, into the provision of local news (diverting audience and,
therefore, advertising revenue away from local newspapers).

The impact of these combined threats will inevitably encompass:

— titles being closed;

— job losses: editorial, advertising, production and management; and

— a democratic deficit arising from the disenfranchisement of local communities.

4. Scotland’s Local Press—Key Features

Scotland’s local press is trusted, inclusive and eVective:

4.1 Trust and credibility

Local newspapers are at the heart of the communities they serve; local people turn to their paper for
information they can trust. UK-wide research bears out the claim that the regional press is the most trusted
media channel.

Research (TNS) revealed that advertising in local newspapers and their websites is nearly 50% more
trusted and reliable than the nearest everyday medium (58% of sample compared with commercial
television’s 39%, national newspapers’ 35%, commercial radio’s 31%, and other websites’ 30%).

The same research confirmed that advertising in local newspaper websites is nearly twice as trustworthy
and reliable as national websites (63% of sample for local newspapers and 53% of sample for local newspaper
websites compared with other websites’ 30%).

4.2 Inclusivity

Local newspapers serve the communities in which they’re based, regardless of internet take-up or local
broadband availability. In Argyll & Bute, for instance, NRS data show that during the year to 30 September
2008, just 36.7% of the population had accessed the internet, while JICREG data for October 2008 show
that 91.8% had read a Scottish title.

Across Scotland, the overall internet access penetration for the same period was 55.8% (UK—68.7%) and
the local newspaper readership penetration was 85.6%.

For a government wishing to communicate with all socio-economic groups, local newspapers deliver the
most inclusivity.
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4.3 EVectiveness

People live their lives locally. Independent research in 2005 (GFKNOP) revealed:

— 82% of people spend half or more of their time within 5 miles of home.

— This rises to 89% for a distance of less than 10 miles.

And local newspapers play a central role in helping them to feel part of their community. Independent
research in 2008 suggests that, in Scotland, local media (local newspapers and their websites) have an
important role to help people get to know others in their area:

— 32% chose the local newspaper or local newspaper website as their preferred media choice to
acquire such information.

— Only 1% chose a national newspaper.

Local newspapers are well read, relied on for news not available elsewhere and help readers make the best
of their local area (GFKNOP 2005):

— 90% read half or more of their local paper.

— 58% rely on their local paper for news they can’t see elsewhere.

— 52% say their paper helps them make the best of their own area.

Because people live their lives locally, it’s no surprise that some 71% (GFKNOP) of those looking for a
job want to stay in their own area. Which helps to explain why:

— 51% turn first to their local paper to find out about job vacancies.

4.4 Debate, democracy and public information

The local press is the only mass medium which informs and stimulates debate about issues aVecting people
and organisations in the locality. Scotland’s weekly newspapers, therefore, are crucial to the democratic
process.

Because the local press is trusted and reaches the overwhelming majority of the community, it represents
a vital platform from which to disseminate public information messages and campaigns.

4.5 Economic prosperity

In addition to its collective contribution to the economic health of the nation, Scotland’s weekly press
serves as an eVective catalyst in promoting entrepreneurship and trade in general, at the local level. It shines
a spotlight on those organisations which are succeeding as well as warning of those which are failing. Its pre-
eminence as a recruitment advertising medium, for instance, also bears witness to this claim.

4.6 Investment and innovation

Investment by publishers into digital media development has yielded real dividends for all. These
initiatives benefit from the trust and credibility inherent in the printed versions. Publishers are investing to
develop the complimentary features of online and oZine news ventures.

4.7 Press standards and self-regulation

Scotland’s local press acknowledges a duty of care to safeguard the trust in which local papers are held
and contributes to the costs of self-regulation. Many publishers, for example, have provided access to the
Press Complaints Commission (PCC) via their own websites as well as carrying directional advertising for
the PCC in the printed titles. The Scottish local press also helps to fund the Advertising Standards Authority
(ASA), and the Committee of Advertising Practice which publishes the CAP Codes.

5. Industry Views on the Committee’s Identified Issues

In its announcement relating to the inquiry, 11 issues were identified, for which views were sought by the
Committee:

5.1 The impact on local media of recent and future development in digital convergence, media technology and
changing consumer behaviour

The ways in which consumers access news content have been evolving for decades. The long-run decline
in circulations of national daily, regional and weekly newspaper titles is evidence of such change. The process
has its roots in the advent of commercial television and, later, community radio. These initiatives helped to
deliver content directly into people’s homes. More recently, over the past 10 years, the internet has ensured
that the pace of change accelerated greatly, with investment in broadband penetration across the UK
significantly reducing download times, thereby improving the customer’s experience.
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At the core of the newspaper business has always been the commercial imperative to oVer advertisers
access to audience. Given the plethora of emerging new media opportunities, it is unsurprising that
newspapers’ audience share has been placed under threat of dilution. While these new media channels have
been developing, newspaper publishers have been investing in, and adapting their own products in order to
retain their audience by harnessing the benefits which online content delivery can oVer.

The shift in delivery mechanism from oZine to digital has seismic implications for media owners,
journalists, advertisers and, ultimately, readers. Websites and RSS feeds abound and oVer free content, yet
much of this is sourced from oZine publications or is aggregated from other online resources. What’s more,
user-generated and blog content has exploded from their genesis in the readers’ letters pages of newspapers.
The true costs of formal newsgathering and content creation, therefore, remain largely borne in the
traditional way by existing players.

One significant way in which newspaper publishers have been rising to the challenge to the prevailing
business model has been the training of journalists to work across oZine and online platforms. Delivery of
high quality content by trained journalists, irrespective of delivery channel, must be paid for, yet there are
very few examples around the world of newspaper websites being able to operate on a commercial basis.
The industry is in transition, as new solutions are being explored. The current economic crisis, with falling
advertising budgets, is exacerbating the problem for publishers.

In summary, advertising and circulation revenues pay for newsgathering and content delivery. Digital
convergence, the development of media technology, changing consumer behaviour and the economic
downturn are compounding to place those revenues—and, therefore, local media such as Scotland’s weekly
newspapers—under unparalleled threat.

5.2 The impact of newspaper closures on independent local journalism and access to local information

Scotland is home to around 120 local newspapers; around 90 paid-for weekly and bi-weekly and 30 free
distribution titles. These papers serve local communities the length and breadth of the nation, enjoying
extremely high penetration across the socio-economic spectrum.

It does not necessarily follow that a modest reduction in the number of titles will deleteriously aVect local
journalism and access to local information. EYciencies introduced through consolidation of some titles, for
instance, can enable newsgathering as well as journalistic standards to be maintained.

The market space occupied by local papers, on the other hand, is reliant on those papers’ relevance to the
communities served. If publishers are forced to close significant numbers of titles, local journalism will suVer
and access to local information will be reduced, leading to a genuine reduction in democratic accountability.

5.3 How to fund quality local journalism

Local weekly newspapers represent the training grounds for many UK journalists. Local papers, in their
turn, are funded by circulation and advertising revenues, principally the latter. The business model for local
newspaper publishing is entirely transparent and it is self-evident that anything which damages a publisher’s
ability to sell papers or space within its titles or which pushes up its cost base, will limit the availability of
funding for journalism.

If follows that the industry is urging Government at all levels not to encourage or foster initiatives which
seek to migrate advertising revenues away from their titles. Such migration cuts at the heart of publishers’
ability to deliver trusted content to local communities.

5.4 The appropriateness and eVectiveness of print and electronic publishing initiatives undertaken directly by
public sector bodies at the local level

The Scottish weekly newspaper industry applauds eVorts by local authorities and other local public sector
bodies to communicate with their stakeholders. Moreover, the industry is confident that it can deliver
unbeatable local household penetration and excellent value-for-money to assist those organisations in
reaching those target audiences.

It is not appropriate, however, for local authorities to apply public funds to pass themselves oV as
independent publishers nor to encroach into market space occupied by the commercial publishing sector by
selling space in their own oZine or online publications.

Local people expect their local papers to hold public sector bodies such as councils to account.
Information received by the public through a council-owned publication, therefore, will not be perceived as
credible as information read in the local newspaper. It follows that public sector publishing initiatives will
pass neither the test of appropriateness or eVectiveness.
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5.5 The role and eVects of search engines and online content aggregators on local media

Local newspapers cover local stories by deploying trained journalists at the community level. No other
medium employs anywhere near the number of journalists to gather local news and write local content.

Search engines and websites which aggregate news content poach the material gathered by newspaper
journalists whose activity, in turn, is funded by publishers. While intellectual property rights might not being
breached, it is clear that such activity threatens to undermine newspapers’ fundamental proposition.

In tackling this issue, publishers are committed to continuing to invest in their own online initiatives.

5.6 The future of local radio and television news

Primary newsgathering is expensive and, as argued elsewhere in this submission, is paid for in terms of
local newspaper publishing through advertising and circulation revenues.

For local radio and television news, the position is similar. The severe diYculties confronting STV, for
example, are testament to the experience shared in common with publishers of news organisations having
to come to terms with increasing costs and the rapidly expanding digital provision.

That said, Scotland’s newspaper publishers would be strongly averse to any initiatives which threatened
to distort the market. Specifically, publishers would oppose any further escalation of the BBC’s local news
ambitions, funded through the public purse. Similarly, publishers would oppose any publicly funded cash
injection to support STV–Channel 3 local news output. SNPA members are particularly concerned that, in
a converging market, Ofcom may back eVorts to apply public funds to support STV, permitting it to gain
unfair competitive advantage in the digital space.

5.7 The desirability of changes to the regulatory framework for print and electronic local media, including
cross-media ownership and merger regulations

Until regulations on cross-media ownership and newspaper mergers are relaxed, media owners are denied
the opportunity to identify and reap the rewards of eYciency savings engineered through appropriate
consolidation. Given that such opportunities are open to other industries, Scotland’s publishers are hopeful
that the current review will conclude that the existing regulations are unjust as well as hugely unhelpful in
these exceptionally diYcult times.

5.8 The opportunities and implications of BBC partnerships with local media

Partnership implies mutual benefit. The publishers of Scotland’s local newspapers, which operate at the
community level, would be pleased to explore the opportunity to work with the BBC to develop such
mutually beneficial partnerships.

There are significant challenges which would require to be overcome. In objecting to proposals developed
for the BBC Local initiative last year, for instance, SNPA warned against any licence fee-funded move by
the broadcaster to rob local papers of their audience.

5.9 The extent of plurality required in local media markets

With digital media, user-generated content, blogs, RSS feeds and news-based websites, plurality would
seem to be safe and certain. Yet, as argued elsewhere in this submission, so much of this online content has
been assembled from oZine sources or aggregated from other (newspapers and others’) websites.

It is, therefore, vital that local newspapers remain a key news component within the communities they
serve. This is the only medium which trains and employs journalists to cover stories at the local level. Any
damage inflicted on the local newspaper publishing business would seriously undermine local media
plurality, thereby jeopardising local democratic accountability.

5.10 Incentives for investment in local content

Scotland’s publishers employ thousands of journalists at the local level to gather news and write content
for around 120 newspapers and associated websites. They do this without any public sector financial
intervention.

Any intervention, made on behalf of another media sector such as a public service broadcaster or a public
sector body such as a council would cause publishers serious concern, as it would be viewed as a deliberate
move to create an unlevel playing field.

Conversely, publishers regard the public sector-sponsored migration of recruitment advertising away from
their titles as a disincentive for investment in local content.
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5.11 Opportunities for “ultra-local” media services

The authors of the BBC Local proposals defined the parameters for its “ultra-local” approach to Scotland
in terms of six regional websites. The local newspaper business in Scotland, on the other hand, publishes
some 120 local titles.

The journalists employed by these papers cover local council and committee meetings, the courts, schools,
businesses, housing and a myriad of truly “ultra-local” stories.

The stories are researched, written, published (oZine and online) and read within the communities being
served. The medium delivers excellent value to the advertisers who ultimately fund the majority of the costs
associated with newsgathering. The industry believes that any new entrant to newsgathering at such a local
level should compete on equal terms with existing providers and should not expect to receive any financial
or other subsidy.

6. What is Being Asked of Government

The Scottish local newspaper industry is not seeking direct financial assistance from the Government.

It is convinced, however, that irreversible damage will be the consequence of allowing or, worse,
facilitating revenues to be diverted away from what should be acknowledged as a valuable component of
the Scottish economy and democratic process.

Publishers would ask members of the Select Committee:

— to acknowledge the many contributions made to Scottish life by its local newspaper publishers.

— to recognise the severity of the challenges facing Scotland’s publishing industry.

— to do what it can to discourage the UK or Scottish Governments from legislating to allow local
authorities to divert public information notice advertising away from local newspapers.

— to help safeguard the level playing field for media in Scotland, opposing any steps to provide
subsidy to broadcasters for the provision of local news.

— to condemn public sector publishing initiatives which seek to pass themselves oV as independent
and–or encroach into the commercial sector.

May 2009

Written evidence submitted by News International Ltd

Introduction

1. News International Ltd welcomes the Culture, Media and Sport Committee’s inquiry into the future
for local and regional media.

2. News International’s subsidiaries publish four paid-for national newspaper titles—The Times, The
Sun, The Sunday Times and News of the World—and the free newspaper, thelondonpaper, which circulates
in London.

3. This inquiry comes at a time when the newspaper publishing industry is facing both massive structural
change led by the shift to digital media and severe economic challenges caused by the recession.

4. The national, local and regional press are all subject to similar commercial pressures as a result of the
burgeoning of alternative means by which consumers can access similar content and by which advertisers
can reach their target audience.

5. News International wishes to contribute to this inquiry, not only as the publisher of thelondonpaper, but
also because our national newspaper titles are facing many of the same challenges and issues under review.

6. News International supports the goal of sustaining a plurality of media sources. We hope that this
inquiry can provide an opportunity to re-think the approach to regulation of the newspaper sector [ie not
just local & regional newspapers], which is so vital for the UK economy and democracy.

7. Our comments focus on three areas: The impact of digital convergence on the newspaper sector; the
desirability of changes to the regulatory framework; and the appropriateness of initiatives undertaken by
public sector bodies in this area (in particular the BBC).

The Impact of Digital Convergence

8. The internet has introduced a new dimension to the competition faced by newspaper publishers. New
forms of competition for consumers’ attention and for advertising revenue are being developed all the time
and many of the companies operating in this space are not traditional media companies.

9. Furthermore, the pace of change is far greater than anything envisaged by those who drafted the
Communications Act 2003. In the last six years, new online products and services have been developed with
breath-taking speed.
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10. The following are examples of online oVerings, available today, that were unheard of in 2003:

Monthly Unique Visitors Feb 2009

Facebook 22,656,000

Bebo 9,593,000

MySpace 7,122,000

Twitter 1,427,000

(Source: ComScore)

11. As little as five years ago, regulators may have questioned whether diVerent media platforms were
eVective substitutes for each other, in terms of both readers and advertisers. However, today we know that
the converged world provides consumers and advertisers with genuine choices.

12. The following table shows the growth in the number of media outlets between 1999 and 2007. It
illustrates not only the increase in plurality and consumer choice but also the increase in competition faced
by businesses operating in this sector:

Medium 1999 2007

Multi channel homes 7,126,000 19,490,000
Consumer Magazines 3,174 3,445
Commercial Radio Stations 235 324
Cinema Multiplex Sites 168 243
UK Home Internet Users 7,470,000 32,325,000
National Newspapers 19 20
[Free Daily Dist Newspapers 1 6*]

*Includes 10 Regional Metro Editions

13. The following table shows the extent of cross over usage between diVerent media:

TV Radio Online Press

TV x 99% 99% 99%
Radio 69% x 74% 72%
Online 76% 82% x 75%
Press 79% 82% 77% x

(Source: TGInet Wave 18. Read up and across, eg 75% of national
press readers have accessed the internet)

14. We know that more and more people are choosing to access news, sport and entertainment online.
Young people in particular are more likely to get their news predominantly from online sources, including
public sector oVerings such as the BBC and news aggregators such as Google. A study in America as long
ago as 2005 showed that the Internet was already becoming the primary news source for young people (Pew
Internet and American Life project, author John Horrigan). And a recent TGI.net survey (TGI Internet
Wave 18) shows that 32.3% of 20–24 years old have visited a news site. The internet is an important part of
young people’s news seeking portfolio.

15. The change in consumers’ behaviour means there is increased choice for advertisers seeking those
audiences. There is a wider range of advertising opportunities for advertisers than ever before.

16. The following table shows the change in adspend share by medium between 2003 and 2009:

Medium 2003 2009*

Internet 3.1% 22.6%
Nat Press 12.8% 10.7%
Regional Press 20.0% 13.6%
TV 25.1% 22.3%
Radio 3.6% 2.8%
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Medium 2003 2009*

Outdoor 5.3% 5.6%
Consumer 5.3% 4.4%
B2B Mags 7.1% 5.0%
Cinema 1.0% 1.0%
D Mail 16.7% 12.%

* 2009 Forecast
Source: Advertising Association

17. The Newspaper Society has provided much evidence of the decline in classified advertising
experienced by the local and regional press. The digital world allows companies to reach consumers directly
through search advertising, rather than through the traditional media. The overall impact is that advertising
is being diverted away from national, as well as local newspapers, to new forms of online media.

The Desirability of Changes to the Regulatory Framework

18. Our comments in this section focus on three areas: the need for the competition authorities to adopt
a wider market definition when considering media merger cases; the illogicality of the media public interest
considerations; and the desirability of further relaxation of the cross media ownership rules.

Market definition

19. The print media is not a self-contained market. Newspapers at local, regional and national level face
competition for readers and advertisers from TV, radio, cinema, magazines, directories, outdoor and—as
we have argued above—ever increasingly from the internet. Competition comes from both the public and
the private sector.

20. We believe that the relevant market is now wider than that which was conservatively adopted by the
competition authorities in previous newspaper and other media merger cases. In future, the competition
authorities must not ignore the fact that in the current converged media market, competition for readers and
advertisers now crosses newspapers, other print media, outdoor, online content and broadcasting.

21. In particular, the burgeoning area of search advertising provided by search engines, and all forms of
internet advertising and promotion, divert advertising spend from newspapers.

22. Competition from other media is suYcient to constrain newspapers from raising their cover prices or
advertising rates, however concentrated the newspaper market may become.

The media public interest considerations

23. News International has consistently taken the position that the media public interest considerations,
which have been included in the merger control regime, are unnecessary and that the best way to guarantee
plurality and diversity is to protect competition in the media market.

24. The newspaper-specific public interest considerations do not distinguish between local, regional and
national newspapers. In particular the consideration in section 58(2B) may be applied to a market for
newspapers in the UK or a part of the UK. This consideration takes an artificially narrow approach to the
public interest, as its scope is confined to views expressed in newspapers, in contrast with section 58(2C)(a),
which looks at plurality of control of media enterprises (including, for this purpose, newspaper enterprises).
Consumers have access to many sources of news and views on international, national, regional and local
issues, other than in newspapers. These sources include television and radio (provided by “media
enterprises” within the meaning of section 58) and magazines (which are available to all consumers) and
internet sources, both in the public and private sectors (which are available to a growing proportion of
consumers through domestic broadband connections). It is therefore extremely artificial and serves no
genuine public interest to subject newspaper mergers to a plurality test by reference to views in newspapers
alone. In News International’s view section 58(2B) should be repealed. The grounds for doing so apply
equally to national, regional and local newspapers. Should any such provision as section 58(2B) be retained,
it should (without subjecting non-newspaper mergers to any review other than under the general merger
regime) take full account of news and views available to consumers from non-newspaper sources, whether
print, broadcast or internet.

25. In summary, News International considers that the newspaper public interest considerations in their
current form are not appropriate for newspaper mergers, whether national, regional or local. They should
be repealed, but if they are not they should be drafted so as to require that due account is taken in the
assessment of the public interest of other sources of news and views which are available to consumers.

Cross media ownership rules

26. The Communications Act 2003 removed some of the media ownership rules that were no longer
considered justified at the time. The Government should review now whether the remaining cross media
ownership rules are justified or relevant today. As we have argued above, much has changed since 2003 and
the media landscape today is more pluralistic and diverse than ever envisaged at that time.
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27. In its 2006 review of media ownership rules, Ofcom noted that: “As diversity of services and choice
of content from diVerent owners in the market increase, and as the consumer acquires increasing levels of
control over what sources of news they use and when, the justification and need for specific ownership rules
to guarantee plurality will arguably diminish.”

28. We agree entirely with the Government’s aim of ensuring a degree of plurality and providing freedom
to companies to expand, innovate and invest. But we believe that these two aims can now be met solely by
the thorough application of competition law. As we argued in the consultation phase prior to the
Communications Act 2003:

29. “News International believes that vigorous application of competition law will prove suYcient to
assure that in any proposed merger—whether it is a merger within one media sector or across media
sectors—neither economic power nor an undue concentration of sources of information and entertainment
results. Competition rules are an excellent tool for this job. In contrast to the current system, which is based
on arbitrary and discriminatory thresholds, competition rules are suYciently flexible to keep up with
changing market conditions and the new forms of competition that media companies face.”

The Appropriateness of Print and Electronic Publishing Initiatives Undertaken by Public
Sector Bodies

30. Newspaper publishers face constant competition from a growing range of public sector news and
information providers, most notably the BBC, but also local authorities.

31. An audit by the Newspaper Society in April 2009 found half of the local authorities surveyed in
London published a newspaper or magazine on a monthly or more frequent basis and 90 % contained or
accepted third party or public sector advertising.

32. Earlier this year the BBC Trust approved a £30.7 million increase in the BBC’s online budget over
three years—an increase of 27% over its existing budget.

33. BBC Worldwide has been given approval to launch a Lonely Planet magazine, creating direct
competition for travel magazines such as The Sunday Times Travel Magazine.

34. We are especially concerned that the interim Digital Britain report envisages a joint venture between
BBC Worldwide and Channel 4, which would inevitably lead to an aggressive expansion online in the UK
by both brands. We believe that this is a wrongheaded way of trying to ensure plurality of public service
content because it ignores the powerful contribution made by the commercial markets.

35. Last year the BBC Trust rejected the BBC’s proposals to launch a £68million network of local news
websites with video content. The Chairman of the Trust, Sir Michael Lyons, said that in reaching this
decision the Trust had recognised the negative impact that the local video proposition could have on
commercial media services. He also said that the decision would mean that local newspapers and other
commercial media could “invest in their online services in the knowledge that the BBC would not be
intervening in the market”.

Conclusion

36. Consumers are best served by a robust commercial newspaper sector, which is able to invest in quality
journalism and reach its customers on whichever platform they choose.

37. As many Members of Parliament recognised in the House of Commons debate on local and regional
media, the transition to a digital world brings enormous potential for consumers, but also comes at a cost.

38. Media businesses across the board are still struggling to develop a sound and enduring business model
for the fast-changing digital age. This challenge has been hugely exacerbated by the economic recession and
shortfalls in advertising. We are already seeing large-scale loss of jobs and closure of titles.

39. We must ensure that new businesses models can be developed, even in this diYcult economic climate,
without being strangled at birth by an outdated regulatory framework. It is vital that the Government, the
competition authorities and media regulators focus on how they can support the long-term viability of a
thriving and diverse media in the UK.

May 2009

Written submitted by the Society of Editors

The Society of Editors would like to submit our response to the above inquiry.

The society has more than 400 members in national, regional and local newspapers, magazines,
broadcasting and digital media, media law and journalism education. Simply as a result of the number of
titles about 60 % of our members are involved in regional media.
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Our key concern at a time when regional news media in particular is suVering from the double eVect of
major structural change and the economic climate, is that local and regional newspapers are being especially
aVected because of the importance of classified advertising. The property market and related industries are
particularly disrupted by the credit crunch, as well as motoring and recruitment markets that also have a
major place in budgets.

Share values in regional media have been talked down dramatically and titles have been lost. Along with
changes in regional television this means that this issue is not simply a matter of concern for media
businesses. It has serious consequences for the public’s right to know and to their right to freedom of
expression.

We have had several meetings with the Secretary of State for Culture Media and Sport and I am attaching
copies of various letters to him on the specific issue of the regional press.31

Our main overall concern is that there should be a level playing field for all media companies. That means
they should be freed from unecesary and outdated regulation regarding ownership and account should be
taken of the position of publicly funded media in the market place and the eVect of internet aggregators.
The growth of publicly funded local council media activities that cannot possibly be considered independent
is a special and serious worry.

Digital convergence has a great impact on regional and local newspapers, because they play a major part
in training journalists for the whole of the media industry. Journalism training is itself becoming converged
to meet the needs of the media in the digital age. In the depths of recession it is vital to maintain investment
in training but it is of course costly. Subsidies for trainee journalists could make a crucial diVerence to the
maintenance of local coverage and could help publishers retain editions that are unlikely to be recreated once
they are lost (please see letter dated 13 January).

The closure of newspapers has serious consequences for the public’s right to know and to their right to
freedom of expression. This is not simply a matter of concern for media businesses. If you refer to our letter
dated 13th January, you will see that Trinity Mirror has already ceased publication of more than 40 titles.
In eVect this means communities have lost a conduit for news and a voice.

On the issue of funding journalism, the Culture Secretary had suggested to us that direct public subsidy
would neither be welcome nor appropriate because of the dangers it could bring and unacceptable regulation
that would follow (please see letter dated 13 January). That does not mean that new ideas about extending
the financing of public service journalism should be dismissed. For example, local and national government
could be encouraged to advertise jobs and services in local papers and their websites. This would be cost
eVective and recognise that supporting local media is very much in the public interest (please refer to the
urgent action points set out in our letter dated 23rd March).

The impact of local authority publications has been discussed at length recently and we must state that
although regional and local newspapers are not afraid of competition, there are some instances where they
simply cannot compete. For example, local authorities produce newspapers for free distribution that
purport to be independent. In some cases they carry advertising in competition with local papers. Please see
our letter dated 13th January for more detail on this. In addition to this, if you refer to our letter dated 4th
February, you will note a case where a local council used public money to oVer a free advertising service in
Nottingham that would clearly undermine local newspapers. On another note (please see letter dated 23rd
March), the Government could issue guidance to discourage local government publications and websites
that compete directly with and undermine local papers. More detailed evidence will no doubt be provided
elsewhere.

Finally, we believe that if some newspapers are to survive, legal controls over newspaper transfers and
mergers should be reviewed and relaxed.The whole of the media is becoming increasingly converged.
Organisations cannot compete fairly if they are constrained by outdated regulation. Please refer to the letter
dated 13 January, which provides more detail on our thoughts on this.

The correspondence and talks with the Secretary of State largely focused on regional and local
newspapers. We are happy to support ideas that could lead to greater cooperation between former print-
only and former broadcast-only organisations to sustain local and regional news. There is now no such thing
as a newspaper company or a broadcasting company. All now have to find ways of serving their communities
on a variety of platforms.

While broadcasters tend to be able to lead on technology, newspapers have more reporters on the ground
and are therefore natural suppliers of content. That is where there is huge scope for commercial partnerships
where there would be mutual benefits so long as the market is not distorted.

I hope this helps the committee’s inquiry. The society would of course be pleased to help further in any
way appropriate.

May 2009

31 Ev not printed.
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Written evidence submitted by STV

Introduction

The CMS Committee has launched an inquiry into the future for local and regional media. STV welcomes
this further focus on the future for regional and local media at this critical time for Digital PSB.

The CMS Committee seeks views on its broad questions, and we provide them below. The Committee will
also investigate other areas of interest during the Inquiry, and STV would very much welcome the
opportunity to give evidence at this critical time for local PSB delivery in digital Scotland, and to update
the Committee with our views on news provision at local and regional level, and how it should be funded.
Discussions are at a key point, and we would propose to update the Committee in advance of our attendance
with a further written submission. In the meantime, we provide background below on our business and
operational initiatives as a national, regional and local PSB broadcaster across Scotland.

STV holds the two regional Channel 3 licences for central and north Scotland branded in Scotland as
“STV”. We have been the commercial PSB broadcaster for Scotland since 1957. STV is a trusted brand with
a connection to the Scottish audience and community reaching back over 50 years. However, in the age of
acceleration of technological developments towards convergence, collapse of traditional business models
and transformation in consumer behaviour, STV is focused on the future not the past.

It is an accepted principle that PSB has to extend beyond traditional linear delivery to new platforms for
maximum reach and impact. That is borne out by the conclusions of Ofcom’s Second PSB Review and is a
theme continued in the interim Digital Britain report (due for final publication mid June 2008). This
principle has its roots in recognition at European level that audio visual media policy must keep track with
the digital revolution with regulation updated where appropriate. Current PSB models have to embrace
convergence (of which Project Canvas is a compelling example). The delivery platform will become an
irrelevance.

We remain committed to the role of commercial PSB for Scotland with three key objectives:

(i) business sustainability;

(ii) expansion of our PSB remit onto new digital media platforms, and thus enhancement of our service
to viewers; and

(iii) a relevant schedule for the people of Scotland and our advertisers.

Our record shows pro-activity on each of the above, and demonstrates hard work innovation, as well as
commitment to promoting talent, skills and employment within Scotland’s creative industries. See Appendix
3 for the contribution we already make to training and employment and includes plans to provide training
internships for two students each year in News and feature making programming.

STV steps to position itself for growth:

— Firstly, we took dramatic steps even before the economic downturn to rejuvenate and strengthen
the business through the disposal of non-core assets, the reduction of debt and re-financing. We
subsequently met our financial targets for 2008, and delivered 10 out of 12 of our publicly stated
KPIs (see Appendix 1). Our steps were aimed at positioning the company for growth, and the
transition to digital, but they will serve us well in the economic challenges ahead.

— Secondly, we acted early to embrace technological advancement, and in January 2007 we took
advantage of the flexibility of the DTT system and invested in split news oVerings to deliver four
new local news services for our viewers, and made them available on line. That was an early
contribution by STV to dual-delivery PSB just as Ofcom was injecting stimulus into industry
thinking with its PSP call.

— Online activity saw STV launch a new video site in July 2008 with a world renowned IT partner.
Our website has seen growth of c 400% measured by visitor numbers over the past year. We now
reach some 0.75m unique visitors every month, and this number is continuing to grow in line with
our expectations. Our aim is the creation and distribution of rich digital content to migrate viewers
to new platforms, and to maintain and strengthen the connection with our audiences and
advertisers in a digital Britain. Even in these challenging financial times we have invested in new
commercial online services (including within the classified market at national and local level
throughout Scotland) thus embracing PSB within a commercial framework.

— Online, during early summer 2009 we will launch four city sites covering Glasgow, Edinburgh,
Aberdeen and Dundee. These sites will deliver a mix of rich local information around news, sport
and entertainment allied to excellent functionality to source classified jobs and local directory
services. Over time we have plans to add other commercial services such as homes, auto sales,
dating. We intend to launch a series of further, more granular local sites later in the year covering
the next largest population centres across Scotland. STV will use leverage the news opt outs in the
news broadcasts to promote the localised city news available online. Promotion of online oVerings
is key to their “discoverability”.
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— Thirdly, we have forged ahead with our strategy to create a relevant broadcast schedule, staying
with the ITV network on the rich quality oVerings (whether national news, peak entertainment or
key sporting events) which should rightly inform, educate and entertain the whole nation, but
opting-out to place our investment elsewhere where we can oVer Scotland its own content. This
presents us with a real opportunity to strengthen our links with audience (old and new) and
advertisers alike.

STV and News

— We believe regional news for Scotland is a key component of PSB. In a devolved nation, plurality
of news supply is fundamental for democracy.

— Regional news from STV has shown a rising share over the past three years (dating from the launch
of technology-enabled localised services). We deliver plurality alongside the BBC in Scotland, with
our news opt outs oVering more local coverage than the national BBC broadcaster. See
Appendix 2.

— STV is committed to ensuring relevant news and local coverage to Scottish viewers, including those
who are migrating to new platforms. In the age of media convergence, it is a commercial imperative
for PSB broadcasters to follow the migration of viewers to new platforms, both to enhance the
viewer experience with programme related web-support material, and to provide that increasingly
localised focus which an interactive digital oVering can provide. The provision of localised multi-
platform services is a natural progression for STV, and is a huge opportunity with the BBC Trust’s
refusal of approval to BBC local video services. Unlike the BBC whose output over the years
remained resolutely national, STV in particular (given the remote geography. We were delighted
that the playing field was kept level and BBC’s proposals for local video services were not
approved. Ofcom’s market impact assessment (published 21 November 2008) concluded that the
launch of BBC local video services would have significant negative impact on future innovation in
online local news, sports and weather services by the commercial sector. Unlike the BBC whose
output over the years remained resolutely national, STV in particular (given the remote geography
of the regions it serves), and (due to its historically federal system), has long been committed to
localised services in its output.

— However, in Scotland, PSB in the form of regional news providing plurality is at a critical juncture.
As Ofcom’s Phase One PSB Report confirmed in early 2008,32 regional news remains a viewer
priority, and plurality of news provision particularly important. Ofcom noted further in its Phase
Two Consultation Document that “Channel 3 has a symbolic value in the devolved nations,
beyond its PSB provision, and is seen to represent national identity in ways which other TV
channels do not”.33 However, Ofcom recognised that the licences of the Scottish Channel 3
licensees would be the first to go into deficit—and they are now in fact in deficit—with the cost of
news alone exceeding the benefits of public service broadcaster status. Consequently—even before
the economic downturn—Ofcom highlighted the need for direct funding to preserve plurality and
indeed that it was a “need to be considered in Scotland ahead of other parts of the UK”.34

— With the further financial pressures of the economic downturn, the news provision which STV can
oVer will inevitably have to be reduced to counter the downturn unless there is intervention in the
form of direct funding.

— STV does not want to take this step of reducing its news oVering, and is highlighting with urgency
the need for direct funding. STV spends £7 million per annum on its regional news.

— STV recognises the moves towards direct funding as a necessity to protect plurality, and to provide
news and local richness. STV welcomes updates from the European Commission who are currently
consulting on new Guidelines for the Application of State Aid Rules to Public Service
Broadcasting.35 The Commission considers that public service broadcasters should be able to use
the opportunities oVered by digitisation and the diversification of distribution platforms on a
technology neutral basis to the benefit of society. The Commission concludes that state aid can be
lawfully granted to commercial PSBs provided there is a clear public service remit; that the monies
are applied transparently: the funding is proportionate to the costs of production and delivery, and
there is no cross-subsidisation of commercial activities.

— STV recognises the drive towards contestable funding for regional news and the move towards
Independently Funded News Consortia. These are moves to be explored and developed but with
the clock ticking time against the ability to sustain plurality with a small economic base, the short
term solution has to be direct funding of sustainable models of quality with a track record for
innovation and embracing technological developments—at least until models for launching

32 Ofcom’s 2nd Public Service Broadcasting Review: Phase One: The Digital Opportunity, published 10 March 2008.
33 Ofcom’s 2nd Public Service Broadcasting Review: Phase Two: Preparing for the Digital Future, published 25 September 2008,

paragraph 5.9.
34 Paragraph 9.34 of Phase One. See footnote 1.
35 Second Draft Communication from the Commission on the Application of State Aid Rules to Public Service Broadcasting—

published 9 April 2009.
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contestable funding schemes are further developed, likely to be in the course of 2010. That will
leave three clear years of operation of IFNCs prior to the next key juncture for the future of
Channel 3—the year 2014—when the current licence regime expires.

— Localness is a key component of the future vision for Digital PSB. Other commercial and
community providers will make an increasing contribution to some parts of the vision for an
information rich digital society, but the most valued material—news—has to be protected and
promoted.

— The United Kingdom is not just one society. It is multi-layered, and localness and people’s desire
for localness is just as strong as ever in the global digital age, and technological advances are there
to deliver it. However, standards, impartiality in news provision and trusted brands are just as
important at local level than at national level. It is in localness and regionality that STV adds value.

— We look forward to discussing our views and initiatives with the Committee, and will provide up
to date written material on the status of our discussions with Government and regulator in
advance. In the meantime, we oVer some answers to the Committee’s questions below.

Question/Answer

1. The impact on local media of recent and future developments in digital convergence, media technology and
changing consumer behaviour

Local media has an impact, but it is important to view the issue from the other side of the telescope—the
importance of the broadcast platform, and a trusted brand to promote take up on new platforms.

Media literacy takes many forms, and recognizing that no one behaviourial trend prevails amongst the
UK population is important. PSB and local information has to be promoted and available to all, but
discoverability remains key, otherwise there will be digital disenfranchisement amongst those generations
who have not grown up with the web and its reach and impact on their lives.

Online quality is key as far as news provision is concerned—impartiality and standards must prevail in
this case. Economies of scale could deliver tangible benefits in the viewer experience of re-purposed, ultra
local news. Costs per minute of production reduce as news output increases. Building on the success of the
micro regional news output that we’ve established, it points the way ahead for news provision in Scotland.

In the current climate there is not suYcient money to pay for quality, original journalism so people turn
to news aggregation sources (and software) to keep the industry alive by obtaining stories at low cost.
Quality must not suVer.

Technology developments mean that we are moving toward platform convergence—the web—but local
media start from diVerent places and therefore have diVerent journeys (some of which they may never
complete) and they have diVerent editorial/content/volume requirements.

TV is video heavy, text light. The number of words in a 30 minute news programme would easily fit on
less than the front page of a broadsheet newspaper. The number of stories on a TV news programme is
probably around 15 per half hour. A newspaper story and word count is, therefore, much higher. The print
media will have to invest in additional staV and workflows to move towards video production. TV, for its
part, will need to create more text which will only find its way onto the web.

2. The impact of newspaper closures on independent local journalism and access to local information

Many sources of information will arise, but the distinction has to be drawn between information versus
journalism. Without accountability obtained through journalistic work, there is a democratic deficit. Once
it is lost, people have to be relied on to make their own evaluations and with sources not always impartial,
that will be diYcult.

Key is trusted brands who can deliver impartiality, albeit recognising that access to local information per
se will improve. Market demand and technology will see to that.

Local newspapers produce a very high volume of local news, broadcast cannot deliver that equivalent
volume online with fewer resources. Basically, news copy has to be created, paid for and published. You get
nothing of value for free or little cost.

3. How to fund quality local journalism

Only option is to inject public money and to trusted people who are accountable through their licensed
PSB obligations. We have people on the ground. The other option is to re-engineer the market local
journalism to make it more commercially successful. However, the issue is that the BBC and its funding
mechanism makes the market unsustainable commercially.

Intervention is therefore key. It is important never to lose sight of the fact that intervention has been the
route to providing quality TV in the United Kingdom since the invention of television, and the funding of
the BBC.

Then in the Fifties, intervention to oVer scarce spectrum created huge value from the 50s onwards as the
commercial PSB market was established.
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Now technological advances have opened up the digital world, and undertakings can no longer have
licence conditions imposed at cost. In days where the return in terms of access to spectrum has no value
anymore.

High quality local broadcast journalism does thrive in other countries, not least the US, where the market
is most competitive, but in the United Kingdom, the presence of the BBC distorts the market and makes
intervention to support plurality inevitable if PSB is to be strengthened and maintained.

4. The appropriateness and eVectiveness of print and electronic publishing initiatives undertaken directly by
public sector bodies at the local level

This has to be seen for what it is—PR and care must be taken not to ill spend public monies. Let them
inform the public on the services available, but that is not news delivery and evaluation of it. Indeed it is an
important requirement in a democracy that all public bodies should be held to account. One such route to
do so is through the press, hence the need for it not to be supplanted at local level by public sector
information services. Local news, if it is to serve the democratic need must be seen to be independent as well
as actually being independent.

Information v journalism. Have to recognise the diVerence.

5. The role and eVects of search engines and online content aggregators on local media

The market will deliver a deep site to the top of the list—a trusted brand. Broadly this is positive for STV.
A search engine will surface content worldwide.

The “Aggregation factor” is relevant for demonstrating the importance of brands: three quarters of news
consumption on STV’s web pages are via search engines. One quarter comes through our homepage.
Therefore, the value of brand is important and creates a significant proportion of traYc on our site. If brand
wasn’t important, aggregation sites like Google would deliver all news traYc and media companies wouldn’t
bother advertising or creating homepages.

Natural search represents an objective ranking of the richest, most relevant sites based on the search terms
inputted.

6. The future of local radio and television news

The funding of regional and local news is the key issue to resolve.

7. The desirability of changes to the regulatory framework for print and electronic local media, including cross-
media ownership and merger regulations

All changes needs to take account of impact and potential distortion of the market and be preceded by
due process in the form of market impact assessments and other appropriate checks and balances.

8. The opportunities and implications of BBC partnerships with local media

Turn it round.

BBC is sitting on a well of content—to be made available to others. No new value created by it sitting
there, but others could make something of it—a commercial return. Partnership aspect is a necessary one
to encourage these sort of conversations. It will not create money savings. Need to look to all options. Need
opportunity to draw value from a partnership with BBC, but STV will do the news and provide plurality.
The Government, however, must pay for it.

Bring eYciencies, Good idea but not much value. As for actual news output, there is a very low level of
overlap editorially—given diVerent agendas and geographies.

9. The extent of plurality required in local media markets

STV believes firmly that, for established television broadcast regions, plurality of editorial oVering is
essential. This is a consistent principle behind our approach to sustaining regional news in Scotland on
Channel 3 as a strong counterpoint to the BBC. Where new markets are being opened up, at a more localised
level and not dominated by individual players, we do not see an inevitable necessity in contriving plurality.
Market forces can, we believe, be relied upon to provide competition where sustainable. Only where there
is clear evidence of market failure of likely shortcoming of provision should public funds, such as the BBC
licence fee, be directed towards more localised media.

10. Incentives for investment in local content

BBC is not there below city sites.

Low production costs and low barrier to entry means that it is a rich ground for competition and
innovation. The BBC should not be allowed to build more localised online services which would simply
strangle this emerging market at birth.
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11. Opportunities for “ultra-local” media services

Again the rise of ultra local is inevitable with low barrier to entry and non existent production costs
beyond the “sweat of brow” or application of send button. Interest groups and individuals will drive this
and causes will rise and fall depending on ultra local issues and the make up of the relevant locality. This is
not an area for regulation but is the realm of the web and a feature of its accessibility and reach.

APPENDIX 1

SUMMARY OF KPIs

VISION
Scotland’s broadcaster of choice

To be Scotland’s most influential, relevant, innovative and trusted media brand

STRATEGY
Strengthening the relationship with our audience and our 

advertisers

Broadcasting
Increase regional advertising 
market share

Grow sponsorship

Increase margins through better
cost and commercial management

Content
Grow produced hours

Exploit extensive content library

Grow rights exploitation business

Maintain composite margins at 
10.0%

Ventures
Grow online daily visitors on 
stv.tv
Increase on-line advertising

Focus on regional transaction based 
consumer opportunities

Target Scottish classified market

Improve operating margins

KPIs

APPENDIX 2

STV REGIONAL NEWS PERFORMANCE SINCE [2006]
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APPENDIX 3

THE TRAINING DETAIL

STV’s Contribution to the Creative Sector in Scotland—By Way of Diversity of Opportunities
Created; Geographic Reach and Financial Contribution

Creative Media Industries in Scotland are one of six priority sectors in the Scottish Government’s
economic development strategy. The contribution from STV Group is significant in developing and
maintaining the quality of local media provision in Scotland. STV’s contribution ranges from providing
employment in broadcasting, production and digital media; to supporting the development of the specialist
skills required to support the growth of successful digital media output at a local and regional level; to
providing opportunities through partnering with educational institutions to ensure a strong talent pipeline
and opportunities for those seeking to work within the creative media industry in Scotland.

Employment

— During 2007, in addition to our permanent headcount of 375 staV, we employed over 500
people from the freelance community. These freelances filled a diverse range of roles
within our Scottish based productions across both broadcasting and technical disciplines—high-
end post production; commercial production; camera operators; sound and vision; graphic
designers.

— In 2008 YTD, over 450 freelance staV have been engaged, contributing to building and retaining
a strong, talented and vibrant freelance community in Scotland for the benefit of all in the creative
sector including the independent production sector.

— Through the combination of its freelance base and its permanent staV, STV Group employs c875
people annually directly and indirectly, and has contributed over c£30 million
directly in salaries and fee income.

Supporting new skills development

— Through the establishment of our digital strategy and growth of our online business, we have
created 35 new roles in web development and digital content creation.

— Additionally, we have brought previously outsourced (and oV-shore) web development functions
in-house, creating opportunities to develop knowledge and strengthen technical skills and
capabilities within the Scottish economy.

Education and training

— STV Group works in partnership with the education sector across Scotland to provide access and
opportunities and support the development of future talent. During 2008, we have provided 45
supported places for students and graduates within Aberdeen and Glasgow.
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— In March 2009, STV Group announced a graduate placement initiative providing work placements
for media graduates within STV’s News team and Content business in feature making
programming. These structured placements will create opportunities for graduates to develop their
skills and knowledge which will serve to strengthen the future of local and regional media.

— We are currently working with the Skillset Media Academy programme in Scotland to identify
further opportunities for education and business partnerships and the development of a
programme of Continued Professional Development (CPD) opportunities for freelancers.

May 2009

Written evidence submitted by the National Union of Journalists

The NUJ represents 38,000 journalists working in all sectors of the media.

We have very serious concerns about the future of local media and believe that government action is
required to ensure it thrives the future. This submission gives extensive evidence about the cutbacks in local
journalism and how they are impacting on the ability of our members to do their jobs eVectively. It includes
first-hand reports from journalists dealing with cutbacks as well as concrete examples of how communities
are losing out on quality local news.

The concerns highlighted here are shared by our members across the industry, as well as by leading
journalism commentators and academics.

The NUJ believes public assistance is valid and necessary to support journalism not to prop up a failing
business model. Assistance is necessary in certain circumstances to help the industry move towards a more
public service oriented industry with a range of ownership and business models and a diversity and plurality
of voices. We do not believe unconditional assistance should be provided to an industry which is operating
on a business model that is unsustainable.

Media ownership rules

Cross-media ownership rules should be reformed to take in to account the increasingly multimedia nature
of many newsrooms and media organisations.

However, such a move does not negate the need for enforceable regulation of media ownership which is
crucial to maintaining the diversity of voices and plurality of media at a local and national level which is
vital to the democratic process and providing competition in local news markets.

There should be a stronger public interest test, including a specific requirement to establish whether a
merger will impact adversely on newsgathering—a position advocated by the House of Lords
Communications Committee.

We do not believe newspaper media ownership regulations should be relaxed to allow greater
concentration of local and regional newspaper ownership. Consolidation of newspaper groups has been a
major factor in reducing resources for newsgathering. Further consolidation would accelerate the trend
which saw Newsquest, for example, cut 2,000 jobs in three years.

Maintaining and improving plurality should be a key priority for any action to support the local media.

We also have a number of concerns about the impact on plurality of proposals for the BBC to share
resources with ITV, or possibly other organisations in the future.

Future funding models

We are opposed to the use of licence fee funding to support commercial media organisations. New funding
sources must be found. We believe that the use of regulatory assets such as spectrum should be maximised
to support public service broadcasters and levies and tax breaks considered as alternative methods of raising
revenues.

We believe that ITV continues to be best placed to oVer a commercial alternative to the BBC. However,
we would support the idea of a Scottish pilot of the independent news consortia idea, as recently outlined
by Ofcom. Any such moves would need to take account of existing ITV/STV/UTV employees’
employment rights.

Taking a broader view of the local media, a variety of incentives to invest in quality journalism could be
developed, including:

— Tax breaks for local media who meet clearly defined public purposes.

— Giving individuals annual tax credits for their spend on daily newspapers which meet criteria
around original journalism.

— Eliminate postal rates for current aVairs/news periodicals that garner less than 20% of their revenue
from advertising.

— Provide tax credits for online subscriptions.
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— An expansion of funding for public and community broadcasting at a local level with a requirement
that the majority of the funds are used directly for original journalism.

— The strategic use of central and local government advertising.

We believe that the way in which content aggregators, such as Google, who do not pay for the content on
which they make money, needs to be examined.

An assessment should also be made of how central and local government, plus regional development
authorities and other bodies, could support the startup of new local media organisations.

Other issues

We believe that there is a role for local authority publications, particularly where public interest objectives
cannot be eVectively met through existing media. We also believe that action should be taken by the
government to support journalistic training, with a particular focus on improving access to the profession
for people from socio-economic groups that are currently underrepresented.

In addition to this submission, the NUJ requests that it be invited to give oral evidence to the committee
on this important inquiry.

Executive Summary

We welcome the opportunity to submit evidence on behalf of 38,000 members working in all sectors of
the media to this vital and timely inquiry.

Central to the NUJ’s submission is the need to support quality journalism in the public interest. There
can be great debate about platforms, business models, regulations and technologies but central to this debate
must be the need to maintain and grow the availability of quality journalism across a range of providers.

The Impact on Local Media of recent and future developments in Digital Convergence, Media
Technology and changing Consumer behaviour

It is often said not much happens in Milton Keynes which is just as well because as the NUJ’s workplace
representative said, if it did, they would not have the staV to cover it.

“With fewer staff…there is simply too much to do. Trips out of the oYce are a rarity. Most of the
team…are resigned to the fact that their job is to sit obediently and churn, churn, churn. One of the
most gut-wrenching things is that there’s no time to train the trainees, so they think this is what
journalists do – sit at desks, sifting through press releases, making hurried phone calls, churning out,
making do”.

Karen JeVrey, former Features Editor,
Milton Keynes Citizen

Since Karen wrote that in 2008 the situation facing local media has got worse. ITV have cut almost
1000 jobs, ITV local and regional news has suVered substantial cuts—in some cases output has been
halved—hundreds of editorial jobs have been cut at the BBC and thousands lost across regional and local
newspapers.

In the past 12 months alone the NUJ has documented more than 1,500 job losses in newspapers, including
Manchester, Norwich, Bolton, Leicester, Derby, Reading, Cambridge, Northampton, Belfast,
Bournemouth, York, Glasgow, London, Newcastle, Liverpool and in virtually every town and city in the
UK.

There is without doubt a crisis in local media—but the explanations of many media owners for the state
they find themselves in today are too simplistic and seek to divert attention from the failure of the business
model which is killing journalism at a local level.

In the 1980s and 1990s — an era of massive media profits and a loosening of media ownership laws —we
saw enormous consolidation of media companies, increasing profitability and increased rewards for
shareholders until a high point around 2005.

“Shareholders are always our top priority. The 29% dividend increase in July brought to $1.60 our
annualized rate of return per share. It was the 39th increase since Gannett became a public
company…. We remain committed to returning more value to shareholders.”

Craig A.Dubow, Gannett Chairman, President and Chief Executive OYcer,
in the Gannett 2007 Annual Report. Gannett own Newsquest one of the

UK’s largest regional newspaper publishers.
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From then on changing public consumption habits started to aVect the profitability of companies. No
longer could they achieve 30–40% profit ratios as many local media companies had for many years. Instead
of adjusting their business model or accepting lower levels of profitability they borrowed money to fuel
further consolidation, set about implementing further job cuts in largely non-editorial areas in order to
maintain profit levels far in excess of that achieved in most UK industries. As the change in consumer habits

Trinity Mirror

Trinity Mirror’s latest annual report shows that profits for 2008 were £145.2 million, of which
the regionals division contributed £68.2 million. The operating profit margin total for all
business operations was 16.66%. Shareholders received a dividend payout of 3.2p per share.
Chief Executive Sly Bailey received more than £1,000,000 in salary and pension
contributions—the equivalent of around 50 journalists. The company has recently closed its
Liverpool print site which “has significantly reduced investment requirements going forward
and also frees up a prime city centre property for disposal by the end of 2009”. Sly Bailey says
she believes the company will be profitable in 2009 and 2010 and beyond.

Between 1999 and 2007 editorial and production staV were cut by 31%. As a result 84% of staV
believe their workload has increased.

accelerated the failure to invest huge profits in quality new media content was cruelly exposed as companies
rushed to try to compete with new players who failed to provide news but were taking advertising.
Companies such as Newsquest, one of the largest regional newspaper publishers, owned by US media giant
Gannett, largely fuelled its move to new media by asking staV to volunteer for extra hours or as Press Gazette
reported “the online challenge is being met by forcing already over-worked trainees to work evenings and
weekends for no extra cash”.

Despite the claims by media organisations to have invested in a transition to web operations, an NUJ
survey, conducted in 2007, showed that 65.6% of workplaces had recruited no additional staV to work on
the company’s web operations and that 64.3% believed existing staV workloads had increased as a result of
the transition to online publishing. This inevitably raised fears about the quality of the work being produced
and the ability to be able to cover such a broad range of stories in as much depth.

In March this year, the Press Complaints Commission identified a decline in the standard of online
journalism and expressed concerns about the impact of cutbacks on accuracy. The outgoing chairman Sir
Christopher Meyer said: “We’ve noticed some wobble in standards in areas of online reporting where it’s clear
the pressures of time and the 24-hour news cycle may have lead people to put up stories which haven’t been
thoroughly vetted.”

The onset of recession, coupled with massive debt (Johnston Press is saddled with net debts of around
£477 million) and the continuing structural changes aVecting the industry have hit media companies hard.
Channel 3 companies claim their public service obligations, despite the fact they have been severely reduced
in the past two years, now cost more than the value of their licence.

Mired in debt and facing falling profits, the managers of corporate media firms seek to right the sinking
ship by cutting costs, leading remaining readers, viewers, listeners to ask why they are bothering to pay for
publications that are pale shadows of themselves.

The media industry is fundamentally profitable but the business model is killing quality journalism.
(Appendix A sets out the profits and financial rewards reaped by current media owners).

The recession or the internet did not cause the crisis in journalism. The economic situation and internet
have greatly accentuated and accelerated a process that can be traced back to the 1970s, when corporate
ownership and consolidation of newspapers took oV. It was then that new corporate owners started
demanding bigger returns and managers, to satisfy such demands, responded by cutting journalists and
undermining journalism.

Like other critics, Williams rightly points to the fact that the conglomerates were failing well before
the arrival of the recession. The underlying problems of local newspapers will not be solved by the
further underwriting of publishers who were responsible for those failings.

Roy Greenslade
http://www.guardian.co.uk/media/greenslade/2009/apr/02/downturn-local-newspapers

The NUJ believes public assistance is valid and necessary to support journalism not to prop up a failing
business model. Assistance is necessary in certain circumstances to help the industry move towards a more
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Roy Greenslade:

On decisions by the leaders of the big regional press companies:

But, overall, they performed just as they were obliged by the ruthless logic of an economic
system that demands ever-increasing profits. To do that, they kept a close eye on “costs”,
ensuring that the staYng of mechanical jobs involved in newspaper production were pared to
the bone. There was little fat to cut by the time, about five years or so ago, that revenue began
to fall away, as the rivers of gold (aka classified ads) flowed towards internet sites the papers
did not own. Yet the insistent demands of the market meant that profits must be maintained.

So who could be cut next? The answer, sadly, was journalists. I ought to say right away that
not all journalists were productive. There probably was a need for greater eYciency.

But the net result of the cuts was a diminution of journalism, a gradual and inexorable move
away from the kind of coverage that informed the admittedly declining audiences about what
was happening in their towns and cities. I am not exaggerating. Several editors and at least one
very highly-placed executive—all of whom wish to remain anonymous—have told me that the
routine reporting of courts and councils have been in decline for a least a decade.

All of them also blame the nature of corporate newspaper ownership. Gone were the owners
and executives who really cared about what their newspapers published.

Evening Standard, 1 April 2009
http://www.thisislondon.co.uk/standardbusiness/article-23669660-details/Answer!to

!economic!crisis!in!newspapers!is!not!more!consolidation/article.do

public service oriented industry with a range of ownership and business models and a diversity and plurality
of voices. We do not believe unconditional assistance should be provided to an industry which is operating
on a business model that is unsustainable.

We should be careful before rushing to provide any public assistance to those who helped bring about the
crisis they are facing. It is them who paid too much for titles to fuel consolidation. It is them who cut
journalists—thereby helping accelerate a decline in viewers, listeners and readers. It is they who failed to
reinvest the billions of pounds which have been handed to shareholders across the world and which are lost
to local economies. It is they who decided to give away expensive online content for free in order to try to
secure a larger market share.

Decisions about the future should be taken on the basis of the whole business cycle not just its low point.

Public assistance should consider the interests of local communities not just the media companies. Public
assistance should be conditional. Conditions should seek to ensure assistance directly benefits local
journalism rather than shareholders.

The Impact of Newspaper Closures on Independent Local Journalism and Access to Local
Information

Around 60 local newspapers have closed in the past twelve months. The Long Eaton Advertiser, owned
by Trinity Mirror (profits last year £145.2 million) was closed not because the people of Long Eaton don’t
want news about their community, but because of “diYcult trading conditions”.

The Long Eaton Advertiser was a victim of the current business model for local news. Trinity Mirror cut
back on staV. Fewer reporters were required to do more work. Stories went uncovered. Support for the paper
fell as a result. Printing was transferred to Tamworth. The paper began to lose its identity. It moved its oYce
out of the town. A cycle of decline fed oV itself.

In these circumstances companies should be forced to divest of the title and allow the local community
to put together a consortium—an independent trust — involving the staV, local business, community
organisations, the local authority to take over running the title.

The problem with most local newspapers—in both their print and web forms—is the lack of unique,
meaningful content. Readers are deserting the local press in their tens of thousands because the decline
in the service being oVered has become an unstoppable descent: circulations and revenues fall while
online growth stalls so quality is cut leading to further sales and revenue falls leading to further
cutbacks.

Justin Williams, assistant editor with the Telegraph group on his personal blog

But The Long Eaton Advertiser is for now rare. It is not so much newspaper closures——but the gutting
of newspapers editorial staV which is having the biggest impact on local journalism and citizens’ access to
information and which unless it is reversed will lead to more closures.

Around 20–25% of staV have been cut from local newspapers in the last twelve months. NorthcliVe
recently announced 1000 job cuts, Trinity Mirror 1200.
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Roy Greenslade has noted that “the public are already losing out: important court cases are not being
covered, councils are not being held to account, journalists are spending their days rewriting PR material”.

Paul Potts, chief executive of the Press Association, said recently that judges had been complaining to him
that “important trials were going unreported because newspapers have cut back on their number of journalists”.

CardiV University produced a report in 2008 which included a study of how PR-originated material often
wins greater mainstream coverage than more newsworthy original stories. The research concluded that the
study “suggests not only that dependence on PR is shaping news values, but that it is keeping more newsworthy
material out of the news.” This is a direct result of the reductions in the numbers of journalists and
newsgatherers.

Statistics provided by CardiV University as part of an earlier report show that 92% of local media
journalists surveyed claim they now use more PR copy in stories than they used to and 80% said they use
the wires more often.

In his book Flat Earth News, Nick Davies analyses the work of local newspaper reporters. In one typical
example he surveys a journalist who does 48 stories in a week, speaks to 26 people, sees only four face to
face and only spends three out of 45.5 hours outside the oYce.

As Nick Davies says: “This is churnalism”.

Our own surveys of members have shown a decline in the numbers of journalists regularly covering court
or local councils, with some members reporting that even in major cities a journalist only attends the local
council for the most important debates. The number of specialist political correspondents has declined.
There are now fewer specialist crime, court, health and education correspondents working in local
newspapers.

SheYeld Newspapers now has just nine news reporters, compared to around 30 ten years ago.

A journalist in Birmingham reported: “There is increased use of Press Association copy, even for local
events (which was unheard of a couple of years ago). There is now copying/rewriting from national newspapers/
radio/TV and fewer original investigations. There is less checking of facts, we just take everything at face
value.”

Five day a week titles such as the Reading (Evening) Post are now to be published twice-weekly. Fewer
editions mean late or breaking news will be lost or localised content is cut. Hundreds of pages of editorial
coverage have been lost every week. Job cuts among

Pete Lazenby, union representative, Yorkshire Post:

Johnston Press is the newspaper equivalent of HBOS and Northern Rock. The company’s
debts are now ten times the size of its share value. This situation exists because management
handed out hundreds of millions of pounds in bonuses and dividends to directors and
shareholders while at the same time borrowing hundreds of millions of pounds for an over-
ambitious acquisition programme. Its chief executive Tim Bowdler pocketed millions in
bonuses, pay and pension despite overseeing this appalling financial situation. The company is
now demanding that we pay for its mismanagement with our jobs. The ballot result is indicative
of the strength of feeling at our papers. We hope it sends a message to management. We hope
it will also encourage other Johnston Press oYces to take action. But this isn’t just about jobs.
It is about the quality of our newspapers. Standards are falling because of continual cuts in
budgets and staYng levels. Our papers are suVering a spiral of falling circulations, more cuts,
more lost readers. We are proud of our papers—some of us have worked for our publications
for decades, serving our communities and spearheading campaigns. We are appealing to our
readers for support.

specialists mean there will be a loss of expertise. For example the papers in Newcastle lost their Rugby
correspondent, in Gloucester they lost their health correspondent, in Liverpool their Parliamentary
correspondent. The story is the same across large parts of the newspaper industry.

Birmingham Post and Mail, plus associated titles:

— 16 oYces 10 years ago, down to four today

— Around 230 journalists five years ago, today it’s about 160.



Processed: 30-03-2010 13:47:01 Page Layout: COENEW [O] PPSysB Job: 433672 Unit: PAG8

Culture, Media and Sport Committee: Evidence Ev 153

— Seven courts/crime specialists and nine business specialists 10 years ago, today just three and six
respectively.

— The following specialists have all now been lost: transport, home aVairs, showbiz correspondent,
industrial correspondent, community aVairs editor, cricket correspondent, non-league football
correspondent and three chief reporters.

At many centres, news desks, sub-editors and journalists are being moved to centralised locations, often
dozens of miles away from the communities served by the titles. It means the people making key decisions
about what to cover and how to report it are being taken by people who may have very limited knowledge
of the local area.

All this damages the ability of papers and websites to bring the social benefits of a vibrant media to their
local communities.

It is not just newspapers but public service journalism which is under threat.

Budget cuts at ITV, job cuts at the BBC, financial pressures on ITN’s news budget are all having an impact.

Under the new set-up, ITV has no bureau in Dorset. The whole county is covered by one correspondent
working from home. Similarly, there is no bureau in Wiltshire, with the whole county being covered by one
reporter working from home.

The cutbacks across the West/Westcountry region illustrate changes taking place across the ITV networks.
Regions that were, to much fanfare, divided up into separate more local programmes, were a short period
later axed, returning to large regions. Viewers in the Border region now get their news from Newcastle.

In local radio news hubs have severely reduced the numbers of journalists covering local areas. For
example, until a recent reorganisation, listeners to 2BR in Burnley were served by three local journalists, Silk
FM in Macclesfield had two journalists, Dune FM employed two local journalists and Dee 106 in Chester
had one journalist based in the town. Now all listeners to these stations get their “local” news from a hub
in Burnley which employs just four journalists, half the original level of staYng. Three of the four stations
now get their local news from a centre at least an hour’s drive away from the towns they serve.

The centralisation of news into these hubs not only removes journalists many miles from the communities
they serve but, as this sector is one with a traditionally high turnover, it means that in many cases, local news
could be produced by people who have never visited the towns they serve.

Case Study: impact of ITV’s cutbacks on newsgathering in its merged West/Westcountry
region
Facilities before regions were merged Impact of the merger

Plymouth—main site Shut—replaced with small bureau staVed by one correspondent, two
reporters
Penzance bureau Shut
Weymouth bureau Shut
Barnstaple bureau Shut—replaced by one reporter working from home
Taunton bureau Shut—replaced by one correspondent, one reporter working from home
Gloucester bureau Shut—replaced by one correspondent working from home
Exeter bureau Remains—staYng cut to one correspondent, one reporter
Truro bureau Remains—staYng cut to one correspondent, one reporter

The Desirability of Changes to the Regulatory Framework for Print and Electronic Local
Media, including Crossmedia Ownership and Merger Regulations

Between 1995 and 2007 £7.3 billion was spent on mergers and acquisitions of newspapers. In 1996,
ownership of one-third of all regional newspapers changed hands. In the last six months of 2005, Johnston
Press spent more than £500 million buying local papers. As a result of all this activity there has been a
marked consolidation of newspaper ownership—from 200 companies in 1992 to 87 by 2005 (of which
38 owned just a single newspaper). Today there are just four companies who control over 70% of the
market.
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Coventry Newspapers

Five years ago the company had oYces in Coventry, Nuneaton, Rugby, Leamington,
Hinckley and Bedworth. Today only the Coventry and Hinckley oYces remain.

The company, which employed around 90 journalists 10 years ago, now has less than half
that number on its books—around 40. Many of these cutbacks have been in production roles,
with large parts of editorial work now done at Trinity Mirror’s news factory at Fort Dunlop
in Birmingham. This means papers and websites are being produced miles away from their
target audiences.

However, newsgathering has also been hit. The last ten years has seen the following decline
in journalists: from eight photographers to four (50%); from six sports journalists to four
(33%); from 16 news reporters to 11 (31%).

What does this mean? One member commented: We don’t do fire calls before the night shift
goes oV any more. That means we don’t talk to the people who actually dealt with the night
incidents. We only have one reporter in on Saturdays now. We used to have four.

We only have four photographers. We used to have eight.

We don’t have someone routinely in both courts anymore.

We have the city divided into reporting patches but we don’t have enough general reporters
to

Chris Bullivant’s OFT submission:

Their zeal for mergers is no secret…but they have hidden their true motives behind a spurious
argument that the current rules negates their ability to turn the threat of digital media to
their print businesses into an opportunity. Newspaper publishers had, and indeed in many
ways, still have the ability to be the number one choice for the public on the web. They have
just not gone about it very well, as evidenced by the Fish4 failure.

And backed it with the implicit threat that there will be hundreds of closures and thousands
of job losses unless they are allowed to consolidate their position. The reality is that all of
these large groups built themselves on a sea of debt which has become unrepayable… Their
answer to their impatient backers is: “Don’t worry—we’ll get the government to change the
rules so that the four of us can carve the market up profitably again.

Those that want to get out, get out clean, those who remain clean up the marketplace.”

Is it really the job of the government in a free market to allow the creation of even greater
monopolies to save these companies from their own bad business judgement?

In commercial radio just four companies have an almost 80% share of the market. The case for such
consolidation was then, as now, that it would oVer the prospect of substantial economies of scale and
cost eYcient operation.

Instead the impact of consolidation on local newspapers and local radio has been a narrowing of the
range and diversity of editorial voices and massive job cuts, sometimes driven by creating regional hubs/
newsrooms, subbing pools covering a number of titles.

As the Campaign for Press and Broadcasting Freedom submission to the OFT states: “Centralising
production in regional hubs also leads to the closure of local oYces and removes journalists from their
communities, further undermining what should be the unique selling point of a local paper—genuine local
news”.

The NUJ believes that:

— Cross-media ownership rules should be reformed to take in to account the increasingly multimedia
nature of many newsrooms and media organisations.

— However, such a move does not negate the need for enforceable regulation of media ownership
which is crucial to maintaining the diver sity of voices and plurality of media at a local and national
level which is vital to the democratic process and providing competition in local news markets.

— There should be a stronger public interest test including a specific requirement to establish whether
a merger will impact adversely on newsgathering—a position advocated by the House of Lords
Communications Committee.

— We do not believe newspaper media ownership regulations should be relaxed to allow greater
concentration of local and regional newspaper ownership. Consolidation of newspaper groups has
been a major factor in reducing resources for newsgathering.
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Further consolidation would accelerate the trend which saw Newsquest, for example, cut 2000 jobs in
three years. Newspaper publisher Chris Bullivant said in his evidence to the OFT review of media mergers:
“If merger and consolidation is allowed in to two big groups, they will have an even greater stranglehold on the
marketplace…and the ability to charge advertisers what they like and dish up whatever quality of journalism
to readers they feel is adequate”.

Ownership of the media should be considered separately from ownership of other assets.

In 2001 the Government published a consultation paper on media ownership which stated that “a healthy
democracy depends on the culture of dissent and argument, which would inevitably be diminished if there were
only a limited number of providers of news”. The previous Conservative Government said: “A free and diverse
media are an indispensable part of the democratic process…”

The Competition Commission in its evidence to the House of Lords Committee on Communications’s
consideration of Ownership of the News (URL) stated: “Media mergers in particular may raise plurality
concerns because they might concentrate newspaper and other media ownership in too few hands, to the
detriment of the quality of journalism and broadcasting”.

The Committee’s report concludes that: “We do not accept that the increase of news sources invalidates the
case for special treatment of the media through ownership regulation. We believe that there is still a danger that
if media ownership becomes too concentrated the diversity of voices available could be diminished”.

Media companies argue they have internal safeguards to protect against any detrimental impact of
consolidation of ownership. We disagree. The House of Lords Committee which concluded: “We do not
believe that an internal company structure can be an adequate substitute for competition law and statutory
regulation in ensuring that no single voice becomes too powerful. We are clear that regulation to ensure plurality
of media ownership is still relevant and necessary”.

It continues: “Neither the public interest considerations for newspaper mergers nor those for broadcasting
and cross-media mergers include any requirement to establish that a merger will not adversely aVect
professional newsgathering and investigative journalism. This is a significant omission given the evidence which
showed that it is the expensive job of news gathering that is suVering the most…there is no evidence that the
economies of scale that consolidation brings necessarily lead to investment in news gathering”. Indeed the
contrary is the case.

The report recommends not only strengthening the public interest considerations but “that the public
interest considerations for newspaper mergers and broadcasting and cross-media mergers are amended to refer
specifically to a need to establish whether a merger will impact adversely on news gathering”.

Dominic Ponsford, Editor, Press Gazette
I’m deeply suspicious of the big regional newspaper players’ calls to do away with regulation.
Former Johnston Press chairman Roger Parry told me last month that there was no case in
editorial terms for saying that regional press mergers will harm plurality of coverage.
He said: “Every piece of evidence demonstrates that local editors remain locally autonomous.”
Yet just the next day it emerged that the longserving group editors of his company’s Eastbourne
and Hastings-based local newspaper groups had both been sacked to be replaced by a group
managing director from another part of the country.
The fear that the big regional newspaper groups aren’t the best custodians of local journalism
comes from the fact that even in the boom years they cut editorial costs to the bone in pursuit of
ever higher profit margins of 30% plus.
Many believe that private owners who are more committed to journalism and their local
communities—and who are willing to invest while taking out sustainable profits—would be a
better bet.
Itmaybe that it takes companieswith the cloutofTrinityMirrorandJohnstonPress tomake the
investment needed to create new multimedia newsrooms—as they are doing in places like
Birmingham and Preston.
But I hope that Burnham and the OYce of Fair Trading ensure they protect smaller independent
local news players when they reform press merger and competition rules.
The big regional newspaper groups are used to playing hardball when it comes to competition—
and it would be a tragedy if they were allowed to squash the many new local news start-ups which
are bound to follow as a result of their current retreat from many communities.
http://blogs.pressgazette.co.uk/editor/2009/04/30/burnham-do-not-let-big-regional-news-
players-squash-competition/

“Consolidation has been bad for diversity and quality”

Darius Walker, New York bureau chief CNN
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Both Ofcom and Ministers should have the right to trigger and initiate such a public interest test—seeking
evidence from industry unions as well as employers about the likely impact.

Any amendment to the media merger regime should have the public interest as a primary consideration
with the ability to put enforceable conditions in respect of investment in newsgathering and the production
of original journalism on any merger.

In the case of companies such as Guardian Media Group in Greater Manchester their ownership of
dozens of titles in a regional monopoly has resulted in them closing a number of oYces in local communities
and centralising all staV in their Manchester head oYce. MPs and others have complained at the impact that
will have on newsgathering. The same company has closed oYces in Esher and Aldershot, transferring those
journalists whose jobs haven’t been cut to Guildford.

Add to that list dozens of other companies busy centralising production and newsgathering and you have
a vision of what will happen on a greater scale with further consolidation.

The Bury Times, which has been based in the town for more than 150 years has now been predominantly
moved to Bolton, with just one journalist left in the town on a rota basis. Just weeks after this change was
announced, it was decided to move production of the paper even further away to Blackburn.

In Macclesfield the newspaper now comes from Manchester and the local radio from Burnley.

Newsquest’s Malvern Gazette has been moved from Malvern town centre to be produced in Worcester.
The Burton Mail has closed three weekly oYces and production of NorthcliVe’s Tamworth Herald is now
done in Stoke, a move that came at the same time as cuts in reporters and a slashing of the company’s
Stokebased photographers by a third.

SwaVham in Norfolk is losing the oYce of its local paper under plans that would see a reporter
occasionally setting up shop in the local café. These plans fail to recognise the value of having journalists
in the town —so they’re there when news breaks and have the contacts to really know what’s going on.

The same group, Archant, has closed oYces in Halesworth, Stowmarket, Harleston and Woodbridge.
This isn’t about saving the cost of remote oYces, it is about cutting back on journalists—the latter two of
these “oYces” consisted of journalists working from home. It means all content covering these areas is now
produced from Ipswich.

In South Wales Trinity Mirror has closed its oYces in Aberdare, Ebbw Vale and Neath. It has suggested
that reporters could occasionally visit the town and base themselves in the premises of other organisations,
but to date even this proposal has yet to be enacted, so the towns have to be covered from elsewhere.

One impact of consolidation has been creating regional clusters and moving print of newspapers from
local sites to larger regional operations. The consequence of this according to the Campaign for Press and
Broadcasting Freedom “for newspaper deadlines is that evening papers like the Yorkshire Evening Post are
prepared for publication the day before with only a few last minute changes possible”.

Professor Roy Greenslade
They are compelled to do whatever is possible to generate profits, even if it means reducing
competition and instituting cuts that reduce the quantity and quality of their papers.

For journalists—and, most importantly, for the public—this could be disastrous. It does
threaten democracy. Information will not reach the people. Local power will not be held to
account.

The paradox is that this is the very argument advanced by publishers as they lobby government.
There is a black irony in watching them close papers and cutting editorial staVs to the bone at
their existing titles while shedding tears for “the public.”

Why should we believe that a merger between, say, Trinity Mirror and Johnston Press will
solve the problem. It would allow a reduction in printing plants. There may well be further
economies of scale. It may well, for a time at least, boost profits and help to reverse the stock
price decline.

But it is very doubtful if it will sort out the colossal debts and the problems of funding pension
schemes. It will most certainly not lead to the rehiring of journalists. It will not improve the
public service element of papers.

Are we to believe that larger companies formed for the express purpose of making profits will
invest more in journalism? That they will suddenly say to editors, hire more people, get them
out into the streets, into the courts and into council meetings?

http://www.guardian.co.uk/media/greenslade/2009/mar/27/local-newspapers-trinity-mirror
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Andrew Grant Adamson, journalism academic:

The failed approach to business which got them into this mess well before more recent financial
problems, was based on mergers and acquisitions. Corporate mergers seldom benefit customers, staV
or shareholders: often the people with most to gain are the lawyers, accountants and investment
bankers who can make the deal look pretty on paper… The best hope for the future here is more diverse
ownership of local papers.

Such moves have only been possible because of control of the local newspaper market. Allowing further
consolidation will do nothing to address the problem. It will only make things worse.

The view of one NUJ member in Yorkshire, who has worked in local newspapers for the last 20 years,
throughout many restructures and takeovers: “It is essential that further mergers are not allowed: they are
the reason present owners have arrived at this situation and do not serve either readers or advertisers, creating
an eVective local monopoly, with diminution of editorial quality and high advertising costs to satisfy shareholder
demand for ever-increasing profits.”

In the East Midlands NorthcliVe, which campaigns under the heading “at the heart of all things local”,
has moved production of its Derby and Leicester papers to Nottingham, meaning people making some key
editorial decisions are no longer based in the towns.

Justin Williams, assistant editor with the Telegraph group on his personal blog talks about the
result of consolidation at his former employer Kent Messenger Group:

The result? A giant in regional publishing has been enfeebled—its circulations decimated, its multi-
million pound press plant to be closed and printing outsourced, its website confused and filled with the
dirge that plasters its printed pages and, tragically, the laying oV of nearly 40% of its workforce.
Major population centres like Canterbury are now “served” by a handful of young journalists on
distant industrial estates while city centre sites, earmarked for housing development, lie windblown,
empty and credit crunched”.

The Extent of Plurality required in Local Media Markets

We have already highlighted why plurality of news providers is important. Any action to support local
media, should include consideration of how it can encourage a variety of voices.

Plurality should be maximised through a combination of diVerent models—commercial ownership,
public ownership, mutual ownership, staV ownership, cooperative ownership, for profit and not-for-profit
ownership.

Regional Development Agencies could be charged with investigating how they can help promote greater
media plurality through investment incentives in local areas poorly served by competing media. Start-up
grants, subsidised technology or training grants, subsidised oYce space and other creative solutions could
help to grow new media driven by journalists themselves on a variety of platforms—online radio, broadband
TV, print and online.

Independent Trusts should be established or endowments for journalism introduced—which could help
fund local journalists to carry out investigations which otherwise would not be funded and could then be
published in a variety of outlets including local newspapers and new publishing ventures.

All support for such initiatives should be driven by the concept of news as a public good—that it has broad
social benefits.

How to Fund Quality Local Journalism

A number of diVerent funding models have been suggested for the broadcasting, print and online sectors.

We would be opposed to the principle that any move towards Local News Consortia should be funded
from any element of the licence fee. Such a process does nothing to increase the resources available to public
service providers and would weaken the BBC at the expense of other providers. We have previously
characterised such an approach as robbing Peter to pay Paul. Any new funding model should have as a key
requirement to increase the total level of resources available.

This means in broadcasting terms the better use of regulatory assets such as:

— Access to digital terrestrial spectrum, especially in respect of greater provision of HD services.

— Expanding the capacity of digital terrestrial spectrum capacity.

— Increasing advertising minutage allowances.

— Electronic Programme Guide prominence—estimated to be worth £30million.

— Reserved use of cleared spectrum for PSB purposes.

It also means serious consideration must be given to levies as an option. Despite being one of Ofcom’s
four possible funding mechanisms no serious modelling has been done by Ofcom or the Government on
this option.
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Alongside our sister union Bectu and IPPR we have undertaken research in to the possibilities of levies
helping to bridge a funding gap. Our full report, Mind the Funding Gap, can be found at http://
www.nuj.org.uk/innerPagenuj.html?docid%1212

Levies are used in 30 European countries and are popular with the public as a means of providing publicly
important services. A one per cent levy on pay TV operators such as Sky and Virgin Media could bring in
around £70 million a year. A similar fee imposed on the country’s five major mobile operators could generate
£208 million a year. Making Google meet its full tax liability in Britain would boost the pot by a further
£100 million.

Such sums could save many local newspapers and websites from closing down, could stop the destruction
of local and regional news on ITV and could help new media start ups to plug the gaping holes in public
service provision—all without the taxpayer having to stump up any more cash and without having to raid
the licence fee.

In her evidence to the House of Lords Select Committee on Communications in April 2009 Dr Carole
Tongue, former MEP and Chair of the UK Coalition for Cultural Diversity called for consideration of either
a levy under which all non-public service broadcasters, including video-on-demand operators, should be
asked to contribute towards the production of public service original content or an industrial levy under the
Audiovisual Media Services Directive.

In addition to investigating the role a levy could play, greater use of tax breaks should also be considered.
Tax credits could be given to those companies, across any platform, against clear criteria of delivering public
purposes, providing public service content of a certain quality. Such credits would reduce costs and enable
greater investment.

Incentives for Investment in Local Content

If we are to save, build and sustain local journalism an immediate journalism economic stimulus package
is needed.

There are those who argue any public subsidy for journalism would undermine media freedom. Such
arguments hold no weight. Our founders never thought that freedom of the press would only belong to those
who could aVord a press. They would have been horrified at the idea that if rich people determine there is
not suYcient commercial value in news that communities should be deprived of quality information and
quality journalism.

There has long been public subsidy for media—tax breaks, special postage rates, exemptions from VAT
and so on. Several European governments are experimenting with ways to support news gathering. In
France the government has launched a programme where every French citizen on their 18th birthday will
be given a year’s free subscription to a newspaper of their choice, with the hope it both stimulates newspaper
readership and encourages newspapers to improve to win a share of this lucrative market. In Sweden the
government set up an independent body to allocate subsidies to newspapers on the basis of circulation and
revenue data.

Case study: Camden New Journal

The success of the Camden New Journal shows that it is possible to set up independent
profitable local media. The free paper developed out of a paid-for Camden Journal that was
closed by its owners in the early 80s. Two journalists working at the paper bought the title
for £1.

The paper won start-up funding in the form of a government-guaranteed £50,000 bank loan
under the auspices of the then Co-operative Development Agency, which helped draw up a
business plan. It also received £100,000 from the London Development Agency set up by
Ken Livingstone’s Greater London Council.

In four years the paper was able to pay back both loans. Eric Gordon, who has been running
the paper since it launched in 1982 says the paper has been profitable ever since: “We’ve
never had to borrow any more money. You can manage if you make a net margin of 10%, to
invest.” He is now divesting himself of the paper’s ownership in favour of a community
trust.

The question then is what type of assistance could be given. Among the many options are:

— Tax breaks for local media who meet clearly defined public purposes.

— Giving individuals annual tax credits for their spend on daily newspapers which meet criteria
around original journalism.

— Eliminate postal rates for current aVairs/news periodicals that garner less than 20% of their revenue
from advertising.

— Provide tax credits for online subscriptions.
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— An expansion of funding for public and community broadcasting at a local level with a requirement
that the majority of the funds are used directly for original journalism.

— The strategic use of central and local government advertising.

All recipients of major public subsidy would be required to make available content free online to help
build a more engaged and informed citizenry.

Such a stimulus package could help sustain a vibrant press, it could help stimulate new media and help
save the jobs/provide work for hundreds of journalists losing their jobs, saving their skills and experience
and preventing their unemployment adding to the calls on the public purse through benefits.

To ensure that any public money is used for the public good—or any relaxation of regulation is for the
benefit of our communities not private businesses and shareholders—clear and enforceable conditions,
accompanied by sanctions, need to be applied to any government support.

These could include:

— Requirements to invest a specified proportion of profits into editorial resources.

— Requirements over staYng ratios.

— Caps on directors’ pay.

— Ratios for originally produced content or commitments on the maintenance of titles/oYces/
pagination/editions.

— Procedures that require companies to make the economic case when looking to cut jobs.

— Respect for core labour rights, collective bargaining and the right to decent work.

— Obligations to monitor the health and safety of workers,particularly in relation to workplace
stress.

Finally, consideration must be given to how support can be given to new start-up organisations that could
deliver quality local media. Such an approach could work (see case study below) and there is already
precedent for public/private cooperation in this field, such as with Kent TV.

The Role and Effect of Search Engines and Online Content Aggregators on Local Media

Google News and Yahoo! News attract large numbers of visitors and consequently are hugely profitable.
Google’s revenues from its British operations last year were £1.25 billion. However, according to the
Guardian it paid only £600,000 in corporation tax in this country, diverting the rest of its British revenues
through Ireland in order to reduce its tax liability by almost £100 million.

One of the biggest beneficiaries of the structural change aVecting media companies has been Google. By
aggregating content from other broadcasters, newspaper and magazine publishers, the world’s most popular
search engine is also able to secure for itself a dominant position in the advertising market. It recently
announced a 9% rise in profits, despite the eVects of the recession. In 2008 Google overtook ITV for the first
time as the largest advertising medium in the UK.

The problem is that Google itself doesn’t actually produce any content—it just lives oV the work of others.
And that work has to be paid for. However, given that there are fewer adverts for the content producers to
fight over then there is less money to pay creators and so media companies axe journalists, photographers
and editors.

The long term impact is accelerating the decline of existing media and acting as a barrier to new entrants
who rely on advertising, leading to fewer jobs and a narrowing of the range of media at a local level.

Of course the fault lies not just with Google’s parasitic model—news owners have failed to invest in their
online operations in a way that could replace declining advertising revenues in traditional media. When the
times were good directors chose to return money to shareholders rather than invest in the editorial staV and
resources necessary to produce top quality online news services.

“Who will tell you what the local councils are up to in future? Not Google. Who will cover the
magistrates’ courts, the inquests, the local crime, the speech days? Not Google”.

Kelvin Mackenzie, former editor The Sun

The Opportunities and Implications of BBC Partnerships with Local Media

The NUJ has a number of concerns about the way in which partnerships between the BBC and other
media operators could damage plurality and undermine quality journalism. Any moves in this direction
must ensure that editorial integrity of diVerent operators is not damaged—that the news agenda does not
become merged by default. The current proposals are said to include the idea of regular morning news
meetings, which would seem to indicate a danger of a single news agenda being set.
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The availability of footage is clearly crucial in determining what is covered, and therefore where footage
is shared, it is likely that diVerence between bulletins will be reduced. There are also a number of practical
aspects that must be addressed. Some of these issues, such as space requirements, could be dealt with through
local negotiations, but broader issues, such as systems for booking crews have wider implications for
editorial integrity and the quality of the finished journalistic product.

The Future of Local Radio and TV News

The NUJ believes firmly that the BBC should remain the cornerstone of public service broadcasting in
the UK—and it alone should be in receipt of the licence fee—but that there should also be public service
provision and funding beyond the BBC.

It is our view that ITV’s scale, reach and infrastructure make it best placed to provide news across the
nations and regions separate from the BBC.

However, if alternative models are considered, a number of key questions would need to be addressed.
STV has volunteered to participate in a pilot programme of the news consortia idea that has been suggested
by Ofcom. The NUJ would very much welcome the opportunity to be involved in the establishment of any
such pilot programme.

Where competitive funding is considered as a method for filling agreed time slots on the Channel 3
network, it would be necessary to ensure that competitive bidding does not drive down quality. Our
experience with ITN is that the value of the contract has been consistently eroded and underbid thereby
leading to cuts, which are undermining the company’s ability to maintain quality.

Quality of provision will inevitably suVer in a situation where providers are being expected to outbid each
other in relation to their “eYcient” delivery of a service. Such an approach is likely to see the development
of a tick-box mentality, with providers looking to drive costs down to the bare minimum that would enable
them to meet any specific obligations that are laid down. This would do nothing to maintain or improve
quality. Evidence from other sectors shows that quality of service tends to suVer where bidders are expected
to compete in this way.

Whilst it is important to ensure mechanisms are in place to ensure that public funding and/or subsidy is
spent eYciently, a competitive funding model for the provision of core public service television objectives
could drive down quality and see an erosion of commitment to long-term public interest goals. Cost must
not be the only criteria on which bids are assessed—in fact it should not even be the most important criteria.
Quality must come first.

Any such approach must therefore have safeguards in place to ensure that quality is the number one
consideration when assessing potential suppliers. It is important governance mechanisms are robust enough
to ensure those in receipt of public subsidy/funding are accountable and that there are clear enforcement
mechanisms to enable regulators to ensure that in return for such subsidy public service purposes are met.

A number of clear administrative and regulatory safeguards would need to be put in place in advance of
any changes. Specific slots on the Channel 3 network would need to be agreed and set in stone in advance,
along with clear definitions of what constitutes quality local news. Minimum health and safety standards
must be put in place, as must requirements concerning the terms and conditions of journalists
employed,including a requirement to recognise the relevant unions.

If any moves in this direction were to be made, it would be essential to ensure that existing employees of
Channel 3 news providers (ITV, STV, UTV) would have the right to be transferred to the new provider under
the TUPE transfer of undertakings rules, which govern employment rights in these situations.

The Appropriateness and Effectiveness of Print and Electronic Publishing Initiatives undertaken
Directly by Public Sector Bodies at the Local Level

There has been a significant growth in media produced by public sector bodies in recent years to provide
information to residents/citizens in a wider variety of formats. There is concern where this is seen to compete
directly with local media, in particular where it competes for commercial advertising.

The growth in such media is largely the result of two issues—a greater appreciation in general of the need
to get across information to those who fund public bodies and the failure of local newspapers to meet their
public service obligations and/or their withdrawal from certain parts of local communities. For example,
Johnston Press has now withdrawn from delivering newspapers to certain parts of Leeds because of a
combination of factors—the population demographics do not match the needs of advertisers and sales are
too low in those areas to justify the cost.

In those circumstances public sector bodies still have a duty to provide information to citizens and they
can contribute to the diversity of voices available to citizens.

According to the LGA only 2% of councils produce weekly publications, the majority are monthly or less
regular. In these circumstances guidelines should be drawn up to minimise competition for advertising and
to ensure councils use their advertising budgets to ensure citizens get value for money—which almost
certainly means a mix of newspaper and radio advertising as well as through their own publishing outlets.
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Opportunities for Online and Ultra-local Media Services

Last year regional press companies argued against BBC involvement in local video because they said it
would stop them investing. Then, with the potential competition seen oV, they pushed on with massive cost
cutting programmes that are resulting in journalists’ jobs being slashed and the quality of local media
damaged. Between the BBC Local decision and January this year, the NUJ has identified more than
700 editorial job cuts across the regional press. We believe the decision around BBC Local should be
reviewed.

There is a role that could be played by regional development authorities, local government or other such
bodies in providing the financial support and expertise in establishing professional ultra-local news services.
Whilst some attempts have been made, to date, most such projects have suVered from having insuYcient
start-up capital to fund the business through its crucial first few years (see incentives section above).

Any such services need a professional element to them if they are to perform the important social and
democratic functions we currently expect of our local media. Not only does professional journalism brings
with it appropriate ethics and standards, it also brings a consistency—ensuring that any individual outlet is
not dependent on the time specific individuals are able to give up for the project.

Training

There is a strong lobby for government support for the training of journalists. The NUJ would welcome
such support but is adamant any assistance should seek to achieve other public purposes. Support for
training could make a significant contribution towards improving access to the journalistic profession. It
could help to support other government initiatives such as the work of the Panel on Fair Access to the
Professions chaired by Alan Milburn MP.

A 2002 survey by the Journalism Training Forum is widely quoted when examining the training and
background of people entering journalism and is still the largest ever independent study on the topic.

It found that:

— New entrants to the industry came overwhelmingly from middle class families, with more than two-
thirds coming from homes where the main wage earner worked in a professional or senior
managerial occupation.

— Under 10% of new entrants came from a working-class background, with just 3% coming from
homes headed by semi—or unskilled workers.

— Just 4% of journalists came from ethnic minority backgrounds.

— 98% of all journalists had a degree or postgraduate degree level qualification—the exceptions being
older journalists who had been in the profession for a long time.

— Almost half had postgraduate qualifications, mostly in journalism.

The existing training and recruitment processes in the industry create barriers that prevent many people
from gaining access to journalism as a career. Journalism is about people, and the profession should
therefore strive to reflect the society on which it reports. Any action with regards to training needs to consider
how it can help tackle the inequalities in the current system.

Wales, Scotland and Northern Ireland

The special nature of Scotland, Wales and Northern Ireland means that consideration should be given to
how any action to support local media will impact on these parts of the UK. Not only do they have specific
cultural identities and diVering media environments to the English regions. They also have devolved
institutions that must be held to account.

This submission should therefore be read in conjunction with our submissions and evidence given to other
Westminster committees and the Scottish Parliament, Welsh Assembly and Northern Ireland Assembly
regarding the role of local news in these nations. Further information can be supplied on request.

Freelances

Whilst much of this submission has focused on staV job cuts freelance journalists are suVering as much,
if not more, from the crisis facing local media.

The NUJ’s Disappearing Freelance Work report published in January 2009 cites cuts in freelance work at
the Yorkshire Post, Scottish and Universal Newspapers, the Western Mail and South Wales Echo, South
Wales Argus, The Press in York, the Northern Echo in Darlington, the Bristol Evening Post and Western
Morning News.

Freelances provide an important resource for the local newspaper industry—particularly those who are
specialists or have strong local contacts but they have suVered from the same arbitrary cost-cutting as staV
journalists. Photographers in particular have been hard hit by this false economy. In some places we have
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recorded instances of management edicts that photographic jobs can only be booked between certain hours
(despite the fact that by its very nature news doesn’t always work to a particular timetable) in order to
save money.

The full Disappearing Freelance Work report is available at http://www.nuj.org.uk/getfile.php?id%689

Written evidence submitted by the Scottish Daily Newspaper Society

1. The Scottish Daily Newspaper Society (SDNS) is the representative body for the publishers and editors
of seven major groups including Aberdeen Journals, D C Thomson & Co Ltd, Herald & Times Group,
Scottish Daily Record and Sunday Mail Ltd and The Scotsman Publications Ltd whose 13 titles can be
described as Scottish national and regional press. They account for aggregate weekly sales of over 6 million
and in addition deliver over 5.1 million online unique users each month.

Associated Newspapers and News International Newspapers are also members in respect of the Scottish
editions of their UK national titles which are understood to be outwith the remit of the inquiry. This
submission therefore relates solely to what might be termed the indigenous press.

2. Our newspapers are currently operating under tremendous pressures. In brief these are:

— long term decline in sales of printed newspapers;

— economic downturn severely aVecting advertising revenues;

— migration of classified advertising to the internet; and

— changes in communications technology with instant news available from online publications,
video, mobile technology, podcasts etc.

We are suVering from a cyclical downturn as well as structural change. The impact of this combination
has resulted in sharply deteriorating revenues necessitating action to reduce costs including, regrettably, the
loss of jobs.

3. In order to address these challenges, our respective members have invested substantial resources in
their digital publishing operations which are now firmly established as an integral part of the publishing mix.
While this investment is yielding significant growth, digital revenues generally are still at the stage where the
represent a relatively small proportion of total income.

4. We are seeing a period of enormous political, economic, social and technological change. Those four
key variables aVect consumer behaviour. Twenty years ago there was no internet. There was no “Metro”.
The media landscape has changed beyond recognition and it continues to change at a rapid rate. The key
strategic challenge for the industry is its ability to adapt and to innovate. The industry is doing that with
technology at the heart of innovation in helping to streamline the business.

Consumer behaviour has changed dramatically. The reduced frequency of buying newspapers and
multiple copies of newspapers is having significant eVect with people perhaps buying one daily newspaper
three days rather than six days a week.

5. As yet, there have been relatively few newspaper closures in Scotland and those which have gone have
been free weeklies which of course are most vulnerable in a depressed advertising market. Therefore access
to local information is substantially undiminished due to the continuing availability of paid daily and weekly
newspapers.

6. Quality journalism and content are key to the success of newspapers. News gathering, however is
expensive and it is inevitable that the number of journalists employed will be influenced by advertising and
cover price revenues. As indicated earlier, sharply deteriorating revenues, which have been of the order of
35–40% for many publishers in the first four months of 2009 compared to the corresponding period in the
previous year, have necessitated action to reduce costs including a reduction in the number of journalists
employed.

7. The industry’s problems in Scotland are exacerbated by the loss of local authority recruitment
advertising to an electronic portal operated by the Convention of Scottish Local Authorities (CoSLA).
Based on analysis of advertising expenditure by the Scottish public sector relating to 2005–06 the loss of
local government recruitment advertising will cost the newspaper industry £13.5 million. It is our strongly
held belief that daily and weekly newspapers and their online services have long been an essential meeting
place for people seeking new employment. It is our view that any financial savings claimed by CoSLA need
careful scrutiny against the value and eVectiveness of securing the best people through the services of the
newspaper industry.

We are also deeply concerned that the Scottish Government plans to bring forward regulations to allow
for the publication of public information notices electronically. They will remove the obligation on local
authorities and others to place public notices in regional and local newspapers, estimated to be worth
£6.4million in 2005–06 according to the analysis referred to in the preceding paragraph. We consider that
there would be a serious risk of such action leading to more secretive, less open government and to many
grass roots issues being decided without consultation and debate.
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Broadband take-up in parts of Scotland is quite low eg 32% in Glasgow according to Ofcom’s Nations
and Regions survey in 2008, and compares extremely poorly against the household penetration of
newspapers. We do not understand how the Scottish Government could contemplate disenfranchising large
numbers of the public by relying on less eVective information channels.

More generally, we are concerned about local authorities and other public sector bodies using their
privileged position of public funding to provide services fully met by daily and local newspapers operating
in a commercial environment to generate revenues based on audience reach. They can have a profoundly
negative eVect on the financial viability of our newspapers and their related websites.

8. We do not seek public subsidy for newspapers nor do we believe that local radio or television should
receive subsidy to provide news. It greatly concerns the SDNS that Ofcom may be contemplating a pilot
project oVering a subsidy to STV. We would object in the strongest possible terms to what could only be
construed as a serious distortion of the market. The company dismantled the former Grampian TV news
gathering operation, yet here it is seeking taxpayers’ money to expand its local news provision. In eVect it
wants to restore what it destroyed.

All sectors of the media should be competing on a level playing field and while that may not be possible
because of the uniquely privileged position of the BBC that distortion of the market should not be
exacerbated by Ofcom giving any credence to the begging bowl approach of a commercial operator.

Last year the Scottish Broadcasting Commission, appointed by the Scottish Government, came out
opposing public subsidy to STV for providing what it called a bare minimum of Scottish content in return
for the benefits of remaining in the public sector broadcasting framework.

9. We have made representations to the OFT that the rules on newspaper and cross-media ownership and
competition need to be amended to take account of the realities of the Scottish media landscape and to allow
flexibility in meeting the exceptional circumstance in which the industry find itself.

10. We are extremely wary of partnerships with the BBC. The truth of the matter, at least in Scotland, is
that the BBC employs relatively few journalists in the field compared to the Scottish newspaper industry and
for many local stories the BBC actually feeds oV newspapers.

May 2008

Written evidence submitted by Channel 4

1. Channel 4 was launched in 1982 with a clear mission to provide an alternative public service oVering
to the BBC and to fulfil a specific remit largely focused on innovation, creativity and diversity.

2. Channel 4 has traditionally been a network broadcaster with no opt-out functions, and is therefore
dedicated to producing high-quality programming for the UK as a whole through its daily nationwide news
provision. Furthermore, given its key role as a major investor in the UK’s independent production
community and as a public service broadcaster committed to reflecting the UK’s cultural diversity, Channel
4 has a significant role to play in supporting production across the nations and regions of the UK and in
reflecting the diversity of the UK’s culture across its output.

3. As discussions around how to secure Channel 4’s role as a strong sustainable PSB alternative to the
BBC continue, traditional funding models for regional media decline and digital technologies provide new
ways of engaging with audiences, Channel 4 is exploring ways that it can enhance this representation of UK
life through traditional TV programmes as well as harnessing the opportunities of digital media to provide
more localised content online.

Importance of content for regional audiences

4. It is clear that audiences value a plurality of regional and local media, both for news and ‘‘non-news’‘
provision. Users recognise its value in providing content that is relevant to their communities, promoting a
sense of cultural identity, and providing a vital democratic function by informing local people about
decisions being made in their area.36

5. In addition, local media organisations have been a valuable training ground for new talent across the
country looking to break into television production, journalism and radio. This vocational experience gives
entrants the skills and experience necessary to break into a highly competitive field, and has often led to
careers within the mainstream media—building a greater diversity of voices and backgrounds.

36 Ofcom “Putting Viewers First” 2009.
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Challenges for regional media landscape

6. However, the impact of the digital revolution combined with the current economic downturn is having
a dramatic aVect across the media sector—with fragmentation of audiences putting severe pressure on the
traditional model of advertising-funded media. This is restricting the provision of public service media
across the board—aVecting the ability of commercially funded broadcasters such as Channel 4 to maintain
investment in high quality public service content, as well as threatening the sustainability of local press, radio
and television institutions.

7. Digital media has led to a rapid shift in consumer habits, with increasing numbers of people now
getting information about where they live from the internet rather than their local newspaper, and classified
advertising moving online. This decline is likely to be exacerbated by the current economic downturn, which
is having a significant impact on the key advertising markets of the regional press, such as property, cars and
jobs, with estimates putting the regional advertising slump between 10% and 40%.37 Within this context,
many local papers are being forced to close—for example, 60 regional newspapers shut in 2008.38

8. Similar challenges are also being faced by regional television. Like Channel 4, ITV is having to adjust
to the structural and cyclical changes in the commercial broadcasting market and is seeking to deal with
these pressures by cutting costs in its business. It has stated that its current regional provision is no longer
financially sustainable, and has cut the number of flagship services from 17 to 9.39 The BBC’s proposals to
assist ITV by sharing newsrooms, technical facilities and video pictures have been welcomed, but both
Ofcom and ITV have stated that this agreement does not oVer suYcient scale to sustain ITV’s regional news
provision by itself.40

9. These changes are likely to have an impact across the sector, including on Channel 4—for example,
ITN delivers news to both ITV and Channel 4, and we have a series of reciprocal agreements with ITV
through ITN that provides us with access to their regional media resources, such as regional news feeds and
facilities. Therefore any significant changes to ITV’s regional news structure could aVect this provision,
leading to additional costs for Channel 4 and potentially impacting upon our own ability to fully represent
the UK.

10. It is in within this context that Ofcom’s CEO Ed Richards recently said that “unless we act soon, a
diverse supply of high quality news provision will slip away”.41 Ofcom concluded in their final
PSB2 statement that securing plurality of provision of regional news should be a key priority for future
regulation, and outlined a proposal for Independently Funded News Consortia (IFNC) to support the
provision of regional and local media. This would allow third parties to pitch for funding to supply regional
news, which would be broadcast on existing Channel 3 news slots. ITV has endorsed this proposal, and the
Government’s interim Digital Britain report suggested that there may be an opportunity for Wales, in
partnership with S4C, to act as a pilot study for how the consortia might work.42

Channel 4 and Representation of the UK

11. As a network broadcaster, it is vital that Channel 4 reflects the diversity of the UK across its output.
This portrayal is maintained throughout our distinctive Channel 4 News oVering and through a range of key
programming genres—with programmes as diverse as Red Riding and Shameless to Dispatches, The Secret
Millionaire and Big Art telling diVerent stories about life in Britain.

12. Channel 4 also does more than any other broadcaster to support independent television production
across the nations and regions of the UK—investing more than £1 billion since 1998 in programmes from
companies based outside London.43 Recognising that more can be done to reflect the devolved nations at
a network level, Channel 4 has recently outlined a number of initiatives aimed at increasing network
commissioning from Scotland, Northern Ireland and Wales—including appointing a new commissioner
dedicated to working with companies from those nations, and ring-fencing slots in key strands such as
Dispatches and Cutting Edge for those companies.

News and representing the UK

13. Providing pan-UK news coverage is core to Channel 4’s ability to reflect and bring together
communities across the UK—connecting audiences across the country to important national stories.

14. Channel 4 remains committed to plurality in news provision and will play its part in maintaining a
sustainable news alternative to the BBC. While other media organisations reduce their provision of high-
quality news, Channel 4 remains committed to its comprehensive Channel 4 News peak-time UK-wide
bulletin—which was found by recent audience research of regular TV news viewers to be the most trusted
and the most independent news bulletin.44

37 MediaGuardian “Stop Press” 3.4.09.
38 MediaGuardian “Stop Press” 3.4.09.
39 Ofcom “Putting Viewers First” 21.01.09.
40 Ed Richards speech on “Independently Funded News Consortia”, 28.04.09.
41 Ed Richards speech on “Independently Funded News Consortia”, 28.04.09.
42 Digital Britain interim report, 20.01. 2009.
43 “Channel 4’s contribution to the nations and regions” EKOS, 2007.
44 Channel 4 commissioned survey from YouGov, January 2009.
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15. In addition to the important role of national news provision, Channel 4 also recognises the vital
democratic contributions made by regional news, and the very real challenges the sector faces. It is in the
interests of democracy that there is a strong alternative to the BBC’s news provision at a regional as well as
national level, and Ofcom research found that the most important priority for audiences in the devolved
nations and English regions is to ensure provision of regional news beyond the BBC.45

16. Therefore we support a settlement that enables the continuation of regional news provision on ITV,
and particularly supports ITN in their eVorts to continue as a strong alternative independent news
organisation to the BBC. In addition, while Channel 4’s future news focus will remain primarily at a network
level, given it does not have the resources or infrastructure to provide news at a regional or local level, we
believe we can potentially play a role in delivering some additional new forms of regional content going
forward.

17. For example, we recognise the threat highlighted by Ofcom to both news and ‘‘non-news’‘
programming in Scotland, Wales and Northern Ireland, and in particular recognise there may remain
particular outstanding issues surrounding news provision in the devolved Nations. In the absence of ITV
and external parties securing a settlement around News for the nations, Channel 4 would be willing, in
partnership with ITN, to explore our role in helping to address this issue, in the context of adequate support
being made available. Channel 4 is already exploring the contribution it could make to local media and new
forms of journalism through harnessing the opportunities of digital media, as outlined below.

Digital opportunities for hyper-local media

18. While the digital age has led to some considerable challenges, it is also important to note that it is also
presenting particular opportunities for hyper-local media—content that is tailored to small, specific
communities. The costly infrastructure of spectrum, television stations and printing presses means that they
have never been best placed to provide this kind of truly localised content, but the lower costs of digital
media, combined with its participative nature, means that there is now considerable potential to develop
hyper-local community-based online content.

19. Exploring this potential is a major theme for Channel 4’s new digital media fund, 4iP. Its first slate
of projects will explore ways in which the more participative nature of digital media can be used to hold
power more directly accountable, as well as seeking to address some of the current concerns around digital
media’s ability to deliver local journalism—such as the lack of investigative journalism and concerns around
accessibility. It will explore these themes in partnership with other organisations and community groups to
ensure that existing networks are enhanced and supported rather than new destinations created.

20. For example:

— Yoosk is a platform that gives the public an opportunity to ask direct questions, and receive
answers, from those in power—from the Prime Minister to local authorities. 4iP will be working
with Yoosk to develop its service and provide engaging ways of connecting the public with local
councils and the local press.

— Help Me Investigate is an interactive tool which aims to demystify and promote investigative
journalism. Based in Birmingham, the project will enable citizens to ask questions about local
issues (for example, where budgets for council projects have been spent) with the rest of the
community encouraged to pool their knowledge and resources to provide the answers. This crowd-
sourced, user-generated site will provide ordinary citizens with the tools to organise, manage and
pursue an investigation, developing knowledge about those in power and the structures around
them as they go.

— For digital media to become a truly democratic force it is essential that it does not ignore groups,
such as the elderly and disadvantaged, who may not yet have online access—but to whom
community information is vital. 4iP is therefore working with UK Online Centres to develop Talk
About Local—a project which works with disadvantaged groups to develop their own locally-based
websites. Talk About Local will provide digitally excluded groups with the skills and confidence to
engage with digital media, producing hundreds of independent community sites owned,
maintained and updated by local volunteers, and providing a forum for people to hold their local
authorities and organisations to account.

21. While Channel 4 does not previously have a tradition of developing this kind of local content, the
potential of digital media to engage communities more directly means that these projects are enabling
Channel 4 to meet its public purposes, such as championing alternative voices and inspiring new ways of
looking at the world, in ways that may not have previously been possible through broadcast media. Through
4iP Channel 4 will use its brand potential, creative knowledge and partnership experience to bring scale,
expertise and impact to new kinds of publicly valuable digital media projects.

22. However, Channel 4 is facing severe structural challenges that are restricting its long-term ability to
invest in innovative public service content of this kind. The Government’s Digital Britain review is currently
considering ways of securing plural public service provision of news, current aVairs, large scale UK content,

45 Ofcom “Putting Viewers First” 21.01.09.
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investment in independent and regional production and serious factual programming across linear and
digital platforms. Channel 4 believes it can play a vital role in delivering these objectives and is pressing the
Government in the Digital Britain process for a long-term funding solution that can underpin its ability to
do so.

Supporting Regional Media Beyond Channel 4 and BBC

23. Channel 4 believes that it can play an important role going forward in reflecting the lives of citizens
across the UK—through representation at a network level, maintaining significant investment in the creative
economy of the nations and regions and exploring the role of digital media to engage communities and
develop new forms of journalism. However, this role should be performed within a broader ecology of strong
media organisations that can provide a plurality of high-quality public service content at national, regional
and local levels, beyond the BBC.

24. Securing this provision requires separate solutions to Channel 4’s own challenges. We therefore
believe that other providers should have the opportunity to bid for funds to make content in some of the
under-served areas identified by the Government. C4 recognises the challenges facing regional news, ITV
and ITN, and believes that it is vital to democracy that there is a viable, independent alternative to the BBC
at national and regional levels. Channel 4 therefore believes that a contestable fund which is open to bids
from a wider range of content providers, would potentially help to secure plurality, alongside the BBC and
Channel 4, in specific areas such as regional news.

25. The fund would need to be of suYcient scale to ensure that it can sustain content that achieves reach
and impact: a key consideration if funding was not won by an established institution. It should also not be
exclusively restricted to the production and delivery of linear content but should support innovation in multi
media and digital content.

Final remarks

26. Channel 4 has traditionally been and will continue to be a primarily network broadcaster. However,
as discussions continue about how best to sustain a second public service broadcaster of scale to compete
with the BBC, it will explore the role it can play in representing the UK more eVectively by enhancing its
commissioning from the nations and regions of the UK and delivering new kinds of regional content through
digital platforms.

27. While digital media is opening up new opportunities to deliver some content more eVectively, the
profile and accessibility of press and broadcast media and its investment in original newsgathering and
creative skills means that the sector is still important as a democratic force and continues to be highly valued
by users.

28. As the Government concludes its Digital Britain review, Channel 4 therefore recommends that
support should be given that provides a plurality of high-quality public service content across national,
regional and local levels. This should include support to secure Channel 4’s long-term role as a UK-wide
public service broadcaster investing in original innovative British content—including impartial news,
current aVairs, factual programming, and independent and regional production—as well as additional
competitive funding to sustain a suYcient range of regional and local news.

May 2009

Written evidence submitted by Ofcom pa

SECTION 1

Introduction

1.1 Ofcom welcomes this opportunity to submit evidence to the House of Commons Culture, Media and
Sport Select Committee’s inquiry into the Future for Local and Regional Media.

1.2 As the United Kingdom’s independent regulator for the communications sector, Ofcom’s principal
duty, set out in section 3(1) of the Communications Act 2003 is:

— to further the interests of citizens in relation to communications matters; and

— to further the interests of consumers in relevant markets, where appropriate, by promoting
competition.

1.3 Our main statutory duties in the area of the Committee’s inquiry are to secure the availability
throughout the United Kingdom of a wide range of television and radio services of high quality and wide
appeal and to maintain suYcient plurality of providers of diVerent television and radio services (section
3(2)(c) and (d) of the Communications Act).
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1.4 We also have duties related to the provision of public service television broadcasting (PSB), including
regional news coverage, and duties specific to radio broadcasting, which include licensing of national, local
and community analogue radio stations and maintaining a range and diversity of local stations broadcasting
local material.

1.5 In addition, we have a duty to report and make recommendations to the Secretary of State at least
every three years on the operation of the media ownership rules, which include local radio ownership rules
and local cross media ownership rules. We also have an advisory role in relation to mergers in markets where
we have particular knowledge or insight. In addition, we carry out the “public interest test” and report to
the Secretary of State if the Secretary of State chooses to intervene in a media merger.

1.6 We are currently undertaking a range of work that touches upon areas of the Committee’s inquiry:

— Follow-up work related to our Second PSB Review completed in January 2009,46 where we
indicated that we would be doing further research to understand the level of interest in local
television and other media to assess the future viability of local media as a whole; this is being
considered, amongst others, as part of our Local Media Review;

— A review of the regulatory framework for local commercial radio and the future of local digital
radio services (as part of which we have submitted two papers to the Government’s Digital
Britain project);

— Preview of the media ownership rules, with our report and recommendations to the Secretary of
State due by 13 November 2009; and

— Assisting the OFT in its current review of the local and regional media merger regime.

Much of this work is currently underway, and we intend to publish consultation or discussion documents
in the summer. Where appropriate, we are also feeding in to the Government’s Digital Britain process, the
outcome of which may influence the workstreams outlined above. In particular, we are conducting research
and analysis in a number of areas for our Local Media Review, including quantitative and qualitative
consumer research and economic analysis of the local media sector. We have also met with over
40 stakeholders in the sector.

Executive Summary

1.7 Since our analysis is still ongoing, this evidence outlines preliminary views. Until we publish our
documents in the summer; proposed policy approaches remain subject to the outcome of a consultation
process. This is therefore our initial evidence to the Committee with a view to submitting further evidence
at the pleasure of the Committee.

1.8 The term “local” can have many diVerent interpretations for the public. Despite increased
convergence, we should not regard it simply as one business model facing one set of challenges. Ofcom’s
primary focus is upon those sectors we regulate—television and radio—although we are also looking at
related industries of newspapers and internet content given that they form part of the local media mix and
impact on television and radio.

1.9 Our preliminary findings suggest that local media is important and valued by both citizens and
consumers. We believe local news and journalism play a role in democracy by keeping citizens informed as
to what is happening in their locality. Other types of content, for example, features and listings, have a role
to play in promoting community cohesion through shared experiences.

1.10 A choice of local media services is also important to both citizens and consumers.

1.11 There is evidence to suggest that the local media sector is facing significant economic pressure as a
result of a combination of structural change in advertising markets (advertising expenditure, in particular
classified print and radio display is migrating from traditional local media to the internet) and the cyclical
impact of the recession. This is not manifesting itself in a uniform way, nor does it mean that the underlying
fundamentals of free to air television, broadcast radio or indeed newspapers are broken. However business
models are coming under stress and there is pressure for change in the way local media services are provided.

1.12 In some areas, these pressures may be making key services unviable. In the Second PSB Review, we
concluded that regional news on Channel 3 (ITV, stv, UTV, and Channel TV) is increasingly unviable and
yet it is one of the areas of PSB content most valued by audiences. We currently consider that Independently
Funded News Consortia are the most suitable way to secure sustainable plurality in regional television news.

1.13 We have suggested a range of options, but in broad terms, we believe that Independently Funded
News Consortia have the potential to provide quality regional television news outside of the BBC on an
ongoing basis. The potential composition of Independently Funded News Consortia, which might include
local newspaper groups, in addition to broadcasters could enable regional television news to be provided in
new ways, giving the possibility of increased levels of localness.

1.14 We have also set out our preliminary thoughts on the future of radio. In our submission Building
on the Myers Review47, Ofcom suggested to Government four alternative options for regulating localness
on commercial radio stations serving populations of under 700,000. Each of these would require some form
of local news to be provided, and we have set these out in the submission.

46 http://www.ofcom.org.uk/tv/psb review/
47 http://www.ofcom.org.uk/radio/ifi/myers.pdf
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1.15 The need for new business models and increased technological convergence may also place more
pressure upon the current ownership restrictions at a local level. At the same time such rules are an important
means of safeguarding plurality. We are carrying out a review of the media ownership rules. If appropriate,
we intend to consult on recommendations to changes to the rules before submitting our report to the
Secretary of State.

1.16 Overall, the preliminary picture we can present here is of a market in flux. The picture is by no means
universally negative, but there are serious challenges, particularly to maintaining regional television news.
Ofcom’s role within this is to try to secure the best interests of citizens and consumers both in terms of their
choice of quality content and also ensuring that markets can function.

In the remainder this document, we provide a brief background to the local media landscape in the UK in
Section 2, and address the specific questions on which the Committee has invited views, in Section 3, namely:

— The impact on local media of recent and future developments in digital convergence, media
technology and changing consumer behaviour.

— The impact of newspaper closures on independent local journalism and access to local
information.

— How to fund quality local journalism.

— The appropriateness and eVectiveness of print and electronic publishing initiatives undertaken
directly by public sector bodies at the local level.

— The role and eVects of search engines and online aggregators on local media.

— The future of local radio and television news.

— Opportunities for “ultra-local” media services.

— Opportunities and implications of BBC Partnerships with local media.

— Incentives for investment in local content.

— The extent of plurality required in local media markets.

— The desirability of changes to the regulatory framework for print and electronic local media,
including cross media ownership and merger regulations.

SECTION 2

The Local Media Landscape

A complex and evolving landscape

2.1 The UK’s local and regional media sector is a mixed ecology which includes approximately
1300 regional and local newspaper titles, 350 BBC, commercial local and regional radio services , regional
television news bulletins delivered by both publicly-funded and commercial providers, an embryonic local
television sector and a range of local commercial, public and community-based media.

2.2 A key feature of local media is its heterogeneity, with a large number of players operating in the sector.
There are 87 regional and local newspaper publishers listed by the Newspaper Society as at January
2009 (excluding non-members and publishers which only produce daily free newspapers) and 76 commercial
local radio operators, operating 304 services, in addition to the 135 community radio providers
broadcasting. However few providers operate across platforms, with most concentrating on a single
medium. The types of organisation delivering local media are also varied and widespread, ranging from
public limited companies, private companies, media trusts, local government and the BBC to a range of
community groups and individuals.

2.3 The heterogeneity of local media makes it diYcult to give a universally accepted definition as to what
“localness” is. Consumer research suggests that individuals find it easy to distinguish between the concepts
of “national” and “regional”, but there are diVerences in how people classify diVerent levels of localness.
“Localness” is broadly categorised into several scales—though the boundaries between these levels of
localness are blurred and diVer between individual media and individuals. Thus definitions of “localness”
are inherently flexible, and what could be construed as “regional” in some contexts, could be regarded as
“local” in another.
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Figure 1

PERCEPTIONS OF “LOCALNESS”
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2.4 Boundaries between “regional”, “local” and “ultra” (or “hyper”)-local are also blurred within
industries. For example, the coverage area of commercial radio stations (some serving populations of several
million) through to small commercial stations in Scotland that reach of a few thousand. Likewise, in press,
the geographic coverage areas of newspapers can vary from daily newspapers covering entire regions or
metropolitan areas, for example, The Scotsman or the Yorkshire Post, through to weekly newspapers with
content focussed on individual towns. Although classified as “regional” BBC and ITV, stv, UTV and
Channel TV regional content is the most popular main source of “local” news in consumer research that
Ofcom has conducted. In the devolved nations, “regional” news on television can be seen as national news,
rather than news about particular regions of the nations, contrasting with the situation in England. Thus in
the devolved nations, for example Wales, the picture is more complex, with UK, Wales, regional (eg South
Wales) and (local eg Penarth) levels.

Figure 2

SUMMARY OF REGIONAL AND LOCAL MEDIA IN THE UK

Type of Media Number of services/publications Examples of operators/comment

Local and regional newspapers c 1,300 Trinity Mirror, GMG, Johnston
Press Newsquest, Archant

Local/Regional commercial radio services 304 Bauer, Globalk, UTV, GMG
Radio, LRC

Channel 3 television 8 TV bulletins in England plus 2 in ITV Plc, UTV, Channel TV
Scotland, 1 in Wales and 1 in
Northern Ireland. Sub-regional
obligations in 6 regions

BBC Regional TV news 12 main programmes plus 3 English BBC also produces Newyddion
opts for S4C

Local TV 4 RSLs active. Very limited number Misture of community groups,
of cable/satellite only local channels small firms and GMG (Channel

M)

BBC Local and Nations Radio 40 local stations in England—2 Includes non-English language
national services in Wales, 2* Scottish stations in Wales and Scotland
national service, 2*NI service

Community radio 135 stations broadcasting Run by not-for-profit geographic
and non-geographic focussed
community groups
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Type of Media Number of services/publications Examples of operators/comment

Internet Diverse range of sites—many Includes wide range of
thousands operating community groups, sites

operated by traditional media
groups, online only operators
and search engines/content
aggregators. BBC operator of
network of 60 local websties,
covering 55 areas (and 5 Welsh
language)

2.5 In addition to the services outlined above, S4C provides content in Welsh, including a news service,
in addition a range of factual, entertainment, drama, children’s and sports programmes in Welsh. BBC Alba
provides nations TV programming in Gaelic. The service includes news, Scottish sport music, entertainment
and children’s programming.

2.6 In recent years there has been a trend towards greater consolidation of local media.

— In television, the Channel 3 television licence is now operated by a single company (ITV plc) in
England and Wales following a period of consolidation of licence holders which began in the 1990s.

— In newspapers, the five major regional newspaper groups account for over 70% of newspaper
circulation, with the top ten groups listed by the Newspaper Society accounting for almost 89%
circulation

— In radio, the two largest commercial radio groups now account for 39% of commercial local radio
services after a series of mergers between groups.

— 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).

2.7 The local media sector is currently undergoing both cyclical and structural change, leading to
financial pressures on some of the firms operating in the local media space. The key trend, the migration of
advertising revenues away from traditional media to online has been driven by increased take-up of internet
access and online services and entry of online only players into the local media space. The impact of this
structural change has been compounded by the current macroeconomic environment.

SECTION 3

Response to the Committee—Ofcom’s Response to the Committee’s Areas of Inquiry

The impact on local media of recent and future developments in digital convergence, media technology and
changing consumer behaviour

3.1 The vast majority of adults (90%) consume some form of local media. Over seven out of ten watch
regional news on television and three quarters use a local newspaper at least weekly, while nearly half listen
to local commercial radio and one in five access a local news website (one in four broadband users). While
regional television news and local newspaper readership are skewed towards older age groups, the young
are leading the take-up of local media online.

Figure 3
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3.2 Consumers see the range of local media available fulfilling complementary purposes. Besides factual
news and information about their locality, people also listen to local radio for music and entertainment and
they read local newspapers for the classified advertisements. People also value local information from a
range of sources, including council newsletters, political party communications and local community leaflets
and flyers. The internet has had a major impact on the volume and quality of information available.

3.3 Three quarters of adults consume local news on a regular basis, but the way people say they are
consuming local news has changed in recent years. Consumption of traditional media is falling while use of
the internet has grown. Newspaper circulations have been falling since the 1970s at a consistent rate of
around 2% per annum, whereas reductions in regional television viewing and local radio listening have been
more recent.

3.4 The proportion citing television as their main source of local news has remained stable since 2002, at
around half of adults. At the same time, while 32% said local newspapers were their main source of local
news in 2002, this fell to 23% in 2008, with indications of a decline in the use of radio falling from 13% to
11% and the internet growing from 1% to 4%. This growth in internet use as people’s main source of local
news has to some extent been at the expense of other media—one quarter of those accessing local newspaper
websites said they do so instead of reading the hard copy.48

Figure 4
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3.5 The increase in the take-up of broadband, from 4% households in Q4 2002 to 60% at the end of
2008 has been a key driver in some of the shifts that have taken place in the consumption of local media.

Figure 5

HOUSEHOLD PENETRATION OF KEY TECHNOLOGIES

92 93 90

90 90 88 85
80 85 89

90 93 93 92

42
50

57 60 64 67 67

4
11

27 41
52

58 60

0

20

40

60

80

100

Q4 2002 Q4 2003 Q4 2004 Q1 2006 Q1 2007 Q1 2008 Q4 2008

P
ro

po
rti

on
 o

f h
ou

se
ho

ld
s 

(%
)

Fixed 
telephony

Mobile 
telephony

Internet 
connection

Broadband 
internet

Source: Ofcom Technology Tracker, 2002–08
Base: All UK adults aged 15!

48 Ofcom research, fieldwork carried out by SPA in June 2008.
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3.6 Our research suggests that take-up of broadband has had an impact on the way local content is
consumed. Among recent broadband adopters broadband has had most impact on consumption of local
radio and local newspapers. Nearly 10% say they now read fewer local newspapers than before and one in
seven say they listen to less local radio.

Figure 6

TOTAL REGULAR USE (AT LEAST WEEKLY) OF EACH TYPE OF LOCAL MEDIA AMONG
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3.7 Younger recent broadband adopters (16–34) appear to be driving this shift with almost twice the
average saying they now consume each of these media less frequently than before.49

3.8 Broadband ownership has had a positive impact on use of local news websites. Men (17%) and those
living in rural areas (18%) are most likely to say they use sources these more than before.50

The impact of trends on the economics of local media

3.9 Increased take-up of the internet has had a profound impact on advertising markets in the UK. From
1998 to 2008, Advertising Association data shows that there has been a migration of advertising revenue
away from traditional media, including TV, regional/local press and commercial radio to online advertising.
TV advertising revenues fell by £300 million in real terms (2000 prices) to £3.3 billion between 2002 and 2008,
regional newspapers (including local titles) fell to £2 billion from £2.8 billion during the same period. In
contrast Internet advertising grew in real terms from £0.2 to £2.8 billion over the same period. According
to Ofcom’s 2008 International Communications Market Report, the UK had the highest proportion of
advertising revenue spent on the internet of any major economy—19% in 2007.

3.10 Online advertising presents attractive opportunities to advertisers, including increased ability to
target specific audiences, and more eVective measurement. Online advertising is also flexible in terms of
advertiser payment models—under a pay-per-click or pay-per-action system, the advertiser is only billed
when a potential customer either clicks on an advert or carries out some action, such as making a booking.

3.11 The economics of regional television news have been well documented in our Second PSB Review.51

The increased penetration of digital television and the audience fragmentation in television viewing it brings
have created structural declines in advertising revenue and this has been compounded by the impact of the
recession. Recognising the decrease in the value of its PSB licences, ITV plc scaled back its regional news
services at the beginning of 2009 from 11 to 9 regions and has said it intends to exit from regional news
completely in 2010.

49 Source: Ofcom research, fieldwork carried out by SPA in June 2008.
50 Source: Ofcom research, fieldwork carried out by SPA in June 2008.
51 Section 3, Ofcom’s Second Public Service Broadcasting Review—Phase 2: preparing for the digital future, Ofcom,

September 2008
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Figure 7

UK ADVERTISING REVENUES BY PLATFORM 2002–08 AT CONSTANT (2000) PRICES

 

Source: Advertising Association statistics published by www.WARC.com
Note: All figures are nominal. Excludes directories.
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3.12 In local and regional newspapers there has been a particular structural shift in classified advertising
revenue moving to online classified and search advertising. Classified advertising spend in regional
newspapers (jobs, motors property etc) fell by 21% between 2003 and 2008, while on the internet it grew
seven-fold to over £2.6 billion by 2008.

Figure 8

UK CLASSIFIED ADVERTISING REVENUES

 

Source: Advertising Association statistics published by www.WARC.com
Note: All figures are nominal. Excludes directories.

C
la

ss
ifi

ed
 a

dv
er

tis
in

g 
sp

en
d 

(£
bn

)

Internet as 
% of  total 

9% 15% 25% 35% 44% 54%

3.13 Commercial radio advertising levels have consistently failed to keep up with the rest of the market
over recent years, as radio display advertising has migrated to the internet. Industry revenues declined by
7% in 2008 and analysts predict that radio revenues will continue to decline in 2009, based on data available
from trading statements. Some of this decline may be cyclical, but some of it is clearly structural, as
advertising moves from traditional media to the internet. Our recent analysis of the sector (to be published
in our Local Media Review) suggests that, if the most pessimistic forecasts of industry revenue are realised,
many stations serving fewer than 700,000 people, could be loss making by the end of this year.
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3.14 The eVects of this structural migration of advertising revenues from traditional local media to online
are being exacerbated by the current economic environment. Certain types of classified advertising revenues,
(jobs, motors, property) appear to follow cyclical trends very closely, and are thus at particular risk during
periods of economic downturn.

3.15 In our stakeholder interviews, local media companies expressed concern about the combination of
structural and cyclical pressures on margins, and the impact this may have on the ability of firms to meet
their business commitments in the short term, and to continue to invest in content creation in the long term.
Recent results issued by some local and regional media companies reinforce these concerns.

— Johnston Press reported a 34.4% fall in total advertising revenues in the 19 weeks to 9 May.

— Trinity Mirror reported a 36% fall in advertising revenues in the 17 weeks to 26 April at its local
and regional business.

— ITV plc reported a 15% fall in ITV family channel net advertising revenue in its May
2009 trading update.

3.16 In the radio sector, UTV Media Plc reported a 15% fall in its GB Radio stations division in the
4 months to the end of April 2009 in its May trading update.

3.17 The short-term outlook for the economics of local media is dependent on the overall economic
environment. Given the complexities of ongoing structural change, and continued uncertainty surrounding
the economy, resulting in a wide range of forecasts, it is diYcult to conclude definitively what the future
trends for the economics of local media are with a high degree of precision. However, it is likely that the
structural shift in advertising expenditure from traditional media to the internet will continue after the
recession, suggesting that margins for traditional local media businesses may fall to a lower long-run steady
state, with further pressures on cost eYciencies within the industry.

The impact of newspaper closures on independent local journalism and access to local information

3.18 Very little objective evidence has been brought to bear in this area to date, so as part of our Local
Media Review, we commissioned research into recent newspaper closures. Our analysis shows that out of
57 titles identified as having closed from the start of 2008 to February 2009, 49 were weekly free-sheets rather
than paid for papers (see figure 9 below). Free-sheets typically carry less non-advertising content than paid-
for papers, especially in relation to news content, and most of these occupied the second or third position
in the local market. Of the remaining eight paid-for newspapers on the list, all of these were weekly titles.
Half of these closures were in the context of a rival publisher having stronger titles on the market, two were
a result of the same publisher having stronger titles in the area and the remaining two were a result of titles
being consolidated or merged. None of the titles examined were dailies.
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Figure 9

LOCAL NEWSPAPER CLOSURES IN THE UK: JANUARY 2008 TO FEBRUARY 2009
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3.19 Recent closures also need to be seen in the context of a significant expansion in the number of titles
during the 1980s—most of these free weekly titles, whose circulation rose significantly during the 1980s,
taking advantage of growth in the advertising market. So far there is no evidence of large scale closures
among dailies or paid weeklies

Figure 10
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How to Fund Quality Local Journalism

3.20 While funding for local newspaper journalism is clearly outside Ofcom’s remit, our duties in relation
to PSB—in particular, the provision of regional news on television and radio—mean we need to understand
wider issues in relation to local journalism. We recognise the contribution and the ongoing role that the BBC
may play in this area. We have also proposed the creation of Independently Funded News Consortia to
ensure ongoing provision of regional TV news in addition to the BBC, and to create a strong platform for
cross media local journalism in the future.

3.21 There are a wide range of platforms for the delivery of local journalism, including local and regional
newspapers; local radio (both BBC and commercial); regional television (BBC and ITV1), some local TV,
and the internet. However, around 80% of local journalists work in local newspapers and therefore
developments in newspaper journalism have a direct influence on broadcasting, which often follows daily
newspaper agendas. It is appropriate, therefore, to consider the local media ecology in its entirety when
assessing the delivery of local journalism as a whole.

3.22 Figures from the National Union of Journalists suggest that more than 900 journalists have lost their
jobs on local newspapers since July 2008. In our analysis, we estimate that 57 newspaper titles have closed
since the start of 2008 to February this year (see above), and a number of district and local oYces have shut
as proprietors centralise operations in head oYce newsrooms. At the same time, the reductions to ITV’s
regional television news output have resulted in an approximate headcount reduction of 600, although not
all of these are editorial staV.

3.23 However, looking at longer term trends, there is no evidence of either a structural or cyclical decline
in the number of journalists employed. Figures from the ONS show that the number of journalists employed
has fluctuated from year to year between 2003 and 2008, with no obvious trend to the data.

Figure 11
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3.24 In our interviews we found that regional newspaper stakeholders are seeking to reduce the cost base
of their businesses in response to the financial pressures the industry faces. However, despite the pressure to
reduce costs, evidence suggests that there is a tendency to seek to reduce costs and headcount from non-
core functions before seeking to make cost savings in the core function of newsgathering which we estimate
accounts for a modest proportion of overall local and regional press cost (17%) in Figure 12.

Figure 12
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3.25 Our discussions with local newspaper stakeholders suggest that one of the most important reasons
for readers to buy newspapers is to read the news content. For this reason, job losses within the newspaper
industry appear to have been concentrated on management; sales; administration and production. Many
newspaper groups, including Trinity Mirror in South Wales; Johnson Press in central Scotland and
Guardian Media Group in Manchester have closed outlying oYces and centralised advertising and
production functions in major newsroom hubs.

The Appropriateness and Effectiveness of Print and Electronic Publishing Initiatives Undertaken
Directly by Public Sector Bodies at the Local Level

3.26 This area lies outside Ofcom’s statutory remit, and we are therefore unable to provide definitive
comments as to the appropriateness and eVectiveness of print and electronic communications carried out
by public bodies at the local level. However, this topic was spontaneously raised by several stakeholders
during discussions held as part of our Local Media Review.

3.27 We note that a range of public bodies, especially local authorities now produce quarterly, monthly,
fortnightly or even weekly publications of varying formats, typically in magazine or newspaper format. A
Local Government Association survey in early 200952 found that 95% of the 199 local authorities who
responded to the survey had commissioned a regular publication. Councils in Wales, Northern Ireland and
Scotland also publish newsletters and magazines which also look and feel like local commercial newspapers.
These are distributed free of charge to local residents, raising concern amongst some, such as the Newspaper
Society during stakeholder interviews. Stakeholder concerns relate to both advertising markets, where they
are concerned at competition for advertising revenue from council publications and issues concerning the
impartiality of council-produced content when reporting on council activities.

3.28 In London, some local authorities have invested in their own local newspapers. They say they fill a
gap that is no longer filled by commercial weeklies; a lack of local newspapers was cited by 25% of the
London councils in the LGA survey as a reason behind providing their own publication. Hackney Today,53

a publication by the local borough council, claims “the largest reach in the borough of any local paper”.
H&F News54 (published by the London Borough of Hammersmith and Fulham) includes sections on
business, property, entertainment, and sport. The LGA reports that 28% of the authorities who responded
to the survey took no advertising in their publications.

52 Survey of local authority newsletters/magazines 2009, Local Government Association, May 2009
53 http://www.hackney.gov.uk/w-hackneytoday.htm
54 http://www.lbhf.gov.uk/Directory/News/homepage.asp
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3.29 Apart from council-funded newspapers, public bodies are looking to find more cost-eVective ways
to advertise job vacancies. In Scotland a consortium of public sector organisations has created a single jobs
portal (Myjobscotland55). Local newspaper groups in Scotland told us that there was no evidence that this
was a more eYcient use of public money than advertising in local newspapers and indicated that some form
of impact assessment would be in the public interest.

3.30 The Government has issued guidelines to public bodies concerning the use of the internet to
disseminate public information, and as a result, local councils are making Increasing use of the internet to
make information available to the public and to journalists. In particular, journalism related stakeholders
have suggested to us in interviews that the Freedom of Information Act (FOI) enables them to obtain
information from local public bodies more easily than in the past.

3.31 Some authorities, such as the London Borough of Camden are videoing their council meetings and
placing them on their websites, in addition to publishing minutes and agendas of meetings

3.32 Preliminary conclusions from our consumer research suggest that residents use and value local
authority websites to access factual information about public services in their area.

The Role and Effects of Search Engines and Online Aggregators on Local Media

3.33 Online local media is characterised by an often complex value chain in which several parties play a
role in the creation and distribution of content to end users. These parties may include groups not
traditionally associated with the creation of local content such as web portals (eg Yahoo Local), web hosting
services (eg online video sites such as YouTube hosting local video content), and search engines.

3.34 During our Second PSB Review,56 Ofcom carried out research into the accessibility and
discoverability of online public service content. While the research did not focus specifically on local online
public service content, it suggested that search engines have a role to play in making content accessible to
citizens and consumers. Search engines in particular were cited as the most commonly used way to access
online public service content (89% of respondents).

Figure 13
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3.35 Discussions with stakeholder interviews suggest that there are issues around the discoverability of
certain community/ultra-local online content via traditional search engines, due mainly to the lack of scale
of sites featuring such content. We note that stakeholders have suggested that emerging specialist local
content search and aggregation services such as Localmouth.com and Hophive.com may have an increasing
role to play in addressing issues around discoverability in the future, especially if these services can gain
significant scale. Increased geographic targeting by online advertising networks may help to address some
of the issues around monetisation of some types of ultra-local online sites. The BBC has also said that it
may have a role to play in linking with community-based websites. This formed part of its proposal to launch
60 local video websites which was rejected by the Trust in 2008.

3.36 National online classified advertising sites such as Propertyfinder, Rightmove and Monster.com play
an important role in the online mix. In certain sectors, specialist online classified sites account for the
majority of online classified revenues—for example, our analysis suggests that specialist online recruitment
sites account for 65% of all online classified recruitment revenues.

3.37 We note the ongoing debate surrounding the role of news aggregation sites and their use of content
originated from other sites. Some parties have expressed concern that online news aggregation sites
undermine the viability of news gathering by providing news content without investing in original news
gathering. We also note however, arguments that that search engines and aggregation sites may play a key
in aiding discoverability of local online content and directing traYc to online news sites.

55 http://www.myjobscotland.gov.uk
56 http://www.ofcom.org.uk/tv/psb review/
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The Future of Local Radio and Television News

Regional television news

3.38 Consumers regard regional television as their most important source of local news and information,
ahead of newspapers—and regional news on Channel 3 continues to attract an audience share of around
20 % nationally (an average of 4-5 million viewers per evening), which represents significant reach and
impact. Ofcom research for the Second PSB Review showed that audiences also value the plurality that is
provided through the existence of ITV regional news alongside the regional news oVered by the BBC. This
was especially so in the devolved nations, but also in the English regions.

3.39 However, ITV plc has indicated it will not be able to deliver its regional news service to England and
Wales beyond 2011. And in Scotland and Northern Ireland, stv and UTV respectively are also facing deficits
on their PSB licences.

3.40 For this reason, Ofcom set out in its Second PSB Review a proposal for slots to be made available
within the ITV network schedule, into which nations and regions news programmes delivered by outside
consortia could be inserted. These programmes would be publicly funded through competitive tender.

3.41 We regard the continuation of a nations and regions news service on commercial PSB television as an
important priority. The proposal for Independently Funded News Consortia is therefore the most important
aspect of this submission. We consider it to be the most eVective and impactful way to deliver a high quality
regional service outside of the BBC.

3.42 Under the proposal, an awarding body would issue a tender for the provision of a news service
within the existing ITV schedule. We would expect a range of media organisations to be interested in joining
potential consortia, including news broadcasters, regional newspaper groups, local television stations,
picture agencies or independent producers. The BBC has oVered to make its regional resources available to
ITV regional licensees in order to reduce their cost of delivering regional news and we understand that BBC
resources would similarly be made available to potential consortia.

3.43 In England and Wales, one option would be to retain the current nine ITV plc regions to provide a
service similar to that currently broadcast. However we believe that an enhanced option could deliver much
more than the current service and in the process create a more sustainable basis for regional and local news
delivery as a whole. Such an enhanced option could deliver:

— a quality television news service, providing plurality alongside the BBC;

— a range of news in nations, regions, cities and locally, through maximising the “localness”
(granularity) of the existing ITV transmission footprint combined with more localised television
and video services, which would oVer scope for a full cross media service, integrated into and
contributing to the wider local media ecology;

— clear and transparent set-up and operation, with independent funding; and

— significant audience reach and impact.

3.44 Contracts would likely be based on the existing ITV regions but could be awarded through a
national or regional tender process. Contracts would be awarded by beauty contest based on agreed levels
of funding and awarded by an independent body (eg a new body designated by government, or the Ofcom
Content Board, or BBC Trust).

3.45 The nature of the consortia may vary by region, depending on the characteristics of local media
markets involved and the level of broadcast expertise available. For instance, in north-west England, a full
cross media service supplied by a new consortium and including local television might be achievable
relatively quickly. In other areas such as the east of England, this may take much longer to realise and more
modest proposals might be more appropriate in the short term.

3.46 In summary, the enhanced proposal for Independently Funded News Consortia addresses the issues
around provision of regional news, but also recognises some of the concerns around the ability of the wider
industry to adapt to a cross media model.

3.47 Decisions on funding rest with Government and there are a number of other practical issues that
are still to be resolved including:

— The nature and composition of an awards body or bodie.s

— The role of the host channel in the awards process and the level of editorial influence to be allowed
thereafter.

— Ongoing governance and compliance.

The extent to which it will be possible to achieve an enhanced local service is obviously also dependent
on the level of funding available.

3.48 We have made a detailed submission to Digital Britain in relation to Independently Funded News
Consortia and are awaiting the outcome of the final Digital Britain Report.
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The future of local radio news

3.49 Local news is listened to by 84% of people who listen to local commercial radio on a weekly basis,
more than other forms of content, including local weather (73%) and local travel news (60%)

Figure 14

TYPES OF CONTENT LISTENED TO ON LOCAL RADIO AMONGST WEEKLY LISTENERS

Source: Ofcom research, fieldwork carried out by SPA in June 2008
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consumers:

— Core functional content comprising local traYc and travel, local weather and local news. This is
of interest and importance to all listener types and seen as a crucial element of local radio output
by the majority of listeners in all locations.

— Human, engaged local content, for example discussion of local community issues, local
entertainment, and locally-themed chat shows and competitions. This varies in perceived
importance depending upon the life-stage and personal tastes/needs of the listener. Thus
community issues are of interest to the more community minded, or those in rural areas; phone-
ins are important for older, speech radio listeners; sports coverage for sports fans etc.

3.51 As we highlighted in our two recently published submissions to Government, Radio in Digital
Britain57, and Building on the Myers Review58, the central challenge for policy and regulation is to meet the
public’s demand for the local radio content they value, in a way which takes account of the financial realities
faced by operators—so that regulation does not threaten the provision of the very thing it is designed to
protect, localness—while at the same time creating an industry structure that could fit a digital future.

3.52 Currently, we generally require local news to be produced locally and broadcast during peak time
(breakfast and drive time) by all stations, although the smallest tier of FM stations (those serving
populations of less than 250,000) may be permitted to share broadcast hours outside of breakfast time.

3.53 In our submission Building on the Myers Review, Ofcom suggested to Government four alternative
options for regulating localness on commercial radio stations serving populations of under 700,000

— The “Local Impact Test” proposed in the Myers Review.

— Focus on news, information and community notices.

— A new “Localness Charter.”

— Liberalise current rules, and create a new set of mini-regions.

3.54 It is likely that all four would involve a requirement for local news to be broadcast, but they diVer
in two respects:

3.55 The second option (focus on news) would see the requirements for news strengthened. This could
be in terms of quantity of output, or specifications regarding what the output should be.

3.56 Each of the four options would likely result in a diVerent balance between news and “softer” content
being struck, although it is diYcult (particularly with the first option) to predict what that balance would be.

3.57 Where legislative changes are required for any of the options, Ofcom would need to consult on the
detail of any changes to localness regulation within its powers. These would occur after publication of the
Government’s final Digital Britain Report, and the consultation would further inform our views and future
regulation.

57 http://www.ofcom.org.uk/radio/ifi/radio digitalbritain/
58 http://www.ofcom.org.uk/radio/ifi/myers.pdf
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Opportunities for “Ultra-local” Media Services

3.58 It is diYcult to provide a precise definition of “ultra-local”. Despite this, it is possible to identify a
range of services which provide content and services to smaller scale geographic areas than those
traditionally served by local press and BBC and commercial local radio services. A key characteristic of these
ultra-local services is that they are often run by the targeted communities, oVering a high proportion of user
generated content.

3.59 Ultra-local media outlets are not a new phenomenon; the UK has long had a history of civic
activism, with community groups, such as residents associations or parish councils, for example, publishing
newsletters for their memberships. However, relatively recent developments have resulted in renewed
opportunities for “ultra-local” services in the UK.

3.60 First, the development of accessible online content authoring and management tools, combined
with increased internet usage means that the internet is playing an increasingly important role in the
creation, distribution and consumption of “ultra-local” content.

3.61 Secondly, legislation has created a new form of radio licensee with specific rules on providing services
to underserved communities, which may include specific geographic communities, and on providing
opportunities for discussion and the expression of opinion. Since 2005 Ofcom has issued over
200 community radio licences with 135 stations on air and is continuing to license new stations where
possible. These stations serve a variety of audience needs within smaller catchment areas. They are non-
profit in nature and are limited to raising no more than 50% of their income through advertising and
sponsorship (though some face tighter restrictions on advertising due to overlap in their coverage areas with
small commercial stations). While staYng costs account for the majority of the sector’s costs, volunteers
play an important role in the sector. On average each community radio station has 74 volunteers who give
a combined total of around 214 hours volunteer time a week per station (an average of just under three hours
for each volunteer a week).

3.62 There are several factors which lend Community Radio to providing “ultra-local content. Firstly,
constraints on the availability of spectrum in many places means that broadcast power outputs need to be
relatively low, limiting the potential size of area served by the station. Secondly, the nature of community
radio, ie that it is run by members of the community which it seeks to serve, lends relevancy, and local
knowledge to output. Finally, Ofcom’s regulation of Community Radio has a role to play in supporting the
potential for “ultra-local” media by supporting stations in following their key commitments, which through
detailing both output requirements, and other station commitments around training, for example, helps to
ensure that these stations deliver social gain to their immediate communities.

3.63 As the chart shows, general content for ultra-local communities accounts for the majority of the
communities served by community radio stations.

Figure 15

COMMUNITY RADIO STATIONS ON AIR BY TYPE OF COMMUNITY SERVED
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3.64 Ofcom is continuing to license new community radio stations, which may provide “ultra-local”
content, aimed at the needs of the community which it seeks to serve. However, intensive use of spectrum
in some parts of the country (particularly in certain urban areas) means that community radio stations are
currently unable to be licensed in some parts of the country.
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3.65 Given the diversity of the community radio sector, the online presence of community radio stations
varies between stations. Many community radio stations, such as BCB 106.6 fm (a Bradford based station)
make the service available to a wider audience via the web and via mobile. Depending on their resourcing
and strategy, other community radio stations may diVer in their approach to the internet and may have a
significantly smaller online presence.

3.66 Press groups are also playing a role in the provision of ultra-local content, for example NorthcliVe
will start to rollout a network of hyperlocal sites from June, covering towns regarded as too small to have
their own paper. While being owned by NorthcliVe, much of the content will be provided by citizen
journalists, and overseen by “community publishers”. The mixing of professional and citizen-based
journalism has also occurred in some local newspaper titles, where for example, amateur citizen journalists
write a weekly column on their own village, providing a degree of hyperlocal coverage amongst professional
journalistic content covering a larger geographic area. Other press groups, including Trinity Mirror have
also launched hyperlocal sites.

3.67 Online community media also has a role to play in the provision of ultra-local content. Our
discussions with stakeholders suggest that there are many sites run by community groups and volunteers.
Compared with more traditional forms of local media, online oVers community media relatively low barriers
to entry in terms of funds, equipment and skills needed to get started (for example some “ultra-local” sites
use established blogging platforms and video hosting sites). The nature of web based content means that it
is also suited to collaborative working practices, enabling the number of contributors to grow as the
community group grows in size.

3.68 We are also studying developments in the US with interest. Major newspapers are closing down, (for
example the Seattle Post-Intelligencer) and are being replaced by smaller online news services drawing on
networks of citizen journalists, bloggers and local community websites.

Opportunities and Implications of BBC Partnerships with Local Media

3.69 Partnerships between groups forms a part of the local media landscape. The BBC has the potential
to be a major contributor to the growth of community media and recently announced its initiative to extend
its regional news partnership proposals to other local media providers, including Independently Funded
News Consortia and community media. The BBC has also said it will make its College of Journalism
available to the general public. Several types of partnership between the BBC and other players have also
been discussed. These include:

— A proposed partnership with ITV plc for the provision of regional news, later extended to other
local media organisations.

— BBC-CSV partnership promoting volunteering and active citizenship through outreach and on air
campaigns.

— Community Media Association—a Memorandum of Understanding was signed with the BBC
English Regions in 2006, reflecting and building upon the relationships that some community radio
stations had already built with the BBC.

3.70 In December 2008, the BBC published its Public Service Partnerships59 document in which it
proposed partnerships in a range of areas including production (with specific proposals in relation to
regional news), distribution of content, and “enabling” partnerships (for example, sharing of training) with
a view to supporting PSB beyond the BBC in the future. The BBC estimated that in total, its partnership
proposals could result in an additional £120 million/year value to PSB.

3.71 In relation to regional news, the BBC suggested that partnership with ITV could include:

— Sharing of raw news footage with other organisations.

— Sharing of infrastructure in the medium-long term.

3.72 The proposed BBC-ITV partnership in relation to TV regional news provision is unlikely to be put
into practice given that ITV does not see it delivering enough benefits to secure ongoing regional TV news.
In January 2009, Michael Grade wrote an article in the Telegraph discussing regulation and the commercial
pressures the industry was facing. In relation to possible partnerships with the BBC, he wrote that “ITV and
the BBC would share facilities, buildings and technologies across the UK—making commercially funded
regional news much more cost eYcient”.60

59 http://www.bbc.co.uk/thefuture/pdf/phase2/partnerships.pdf
60 http://www.telegraph.co.uk/comment/personal-view/4224477/ITV-is-being-hampered-by-an-outdated-Ofcom.html
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3.73 At the time of the signing of the MOU between the BBC and ITV plc on 12 March 2009, ITV plc
estimated synergies of £1.5 million/year in 2011, rising to £7 million/year by 2016. The MOU covered three
main areas for the partnership

— Sharing of newsroom and studio facilities in England, and co-location of regional news services
in CardiV.

— Sharing of some regional news picture gathering resource.

— Establishment of a pool of pictures available to both the BBC and ITV plc, with ITV plc also
gaining access to certain raw feed material.

3.74 At the Westminster Media Forum on 24 March 2009, ITV’s director of news, current aVairs and
sport, Michael Jermey stated that ITV had concluded that initial savings to ITV plc of £1–2 million/year
meant that “We have therefore reached the conclusion that the benefit of a BBC partnership would not be
suYcient in itself to provide a viable, guaranteed future for news in the nations and English regions”.

3.75 In any partnerships involving the shared use of content, it is likely that agreements would need to
be struck between the BBC and the other partner as to the nature of the content that is shared, and how the
content is used by the other party.

3.76 BBC partnerships are active in the community radio sector, where the partnerships have given
community radio stations access to BBC journalism training, technical training, use of specialist equipment,
and staV secondments from the BBC. As the nature of these partnerships diVers substantially diVer between
areas and groups, some examples of BBC partnerships with community radio stations are outlined below.

— Training—Pure FM, a Stockport based community radio station benefited from the BBC
Manchester Community Radio Bootcamp, in which 11 volunteers attended workshops on
presenting and script writing. ALL FM in Manchester’s partnership with BBC Learn for Real has
included a masterclass on programme ideas with BBC producers and a mentoring scheme for
volunteers , and all staV and volunteers at Insight Radio, a community station in Glasgow have
received training from BBC staV in a range of areas.

— Use of specialist equipment—Southall community radio station Desi Radio used BBC London
outside broadcast facilities to run a show at the London Mela 2007.

— Secondments—In addition to use of BBC outside broadcast facilities, following a trial one day a
week secondment by a BBC London 94.9 journalist, a tri-media BBC journalist from BBC London
became based at Desi Radio.

3.77 The BBC partnerships may also benefit the BBC, with community radio volunteers being a potential
pool of talent from which the BBC can draw. For example, a volunteer from Bristol community radio station
BCfm was given a regular show on BBC Radio Bristol, and a volunteer from Forest FM became a weather
and traYc presenter on BBC Radio Solent.

3.78 We are currently in dialogue with the BBC and the BBC Trust regarding the BBC’s role in the local
media ecology.

Incentives for Investment in Local Content

3.79 As consumer research suggests, audiences appreciate and value localness in content, with 90% adults
consuming some form of local media, suggesting that the market provides an incentive for continued
investment in local content. During interviews local media companies have consistently indicated ongoing
interest in continued investment and development in their online services in recognition of the structural
shift in advertising revenues towards the internet, and to reach a wider audience. Examples of this includes
increasing the range of content carried on websites (for example, the Newbury Evening News website
www.newburytoday.co.uk produces a daily video news bulletin) or local media groups setting up their own
online classified advertising sites.

3.80 The proposed creation of Independently Funded News Consortia may provide an additional
incentive for investment in local content via a market intervention. In this regard the competitive funding
aspect of Independently Funded News Consortia is important, given the role that levels of investment in
local content may play in determining the successful bidders to provide services.

3.81 There is currently little local TV in the UK, in contrast to a range of other European countries, in
part due to the uncertainties surrounding the economics of commercial local television. Recent analysis
conducted during Phase 3 our Second PSB Review shows that even city-based local television may not be
profitable outside the major markets of London and Manchester.61 There are currently only four local TV
stations broadcasting on terrestrial TV (Channel M in Manchester; MATV in Leicester; Northern Visions
in Belfast; and York TV). All carry news in some form. We also note the potential role for community
involvement in local television services.

3.82 Digital switchover and the digital dividend may create an opportunity for the further development
of local TV services in the UK. In particular, our current policy of releasing geographic interleaved spectrum
via a technology neutral auction process may act as a catalyst for new investment in local digital terrestrial

61 http://www.ofcom.org.uk/consult/condocs/psb2 phase2/statement/annex4.pdf
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TV services in a range of locations around the United Kingdom, potentially leading to a network
arrangement. Work is ongoing in this area, and we intend to release a further consultation in relation to the
digital dividend later in 2009.

The Extent of Plurality Required in Local Media Markets

3.83 One of Ofcom’s principal duties in carrying out its functions, as provided by section 3(2)(d) of the
Act, is to further the interests of citizens and consumers by securing “the maintenance of a suYcient plurality
of providers of diVerent television and radio services.”

3.84 While issues around a wide range consumer choice and access to quality content are important, we
believe that plurality has a value in its own right from the citizen perspective. Plurality has a key role to play
in helping to promote active citizenship, supporting accountability and strengthening democracy. Plurality
supports these desirable outcomes by providing a framework in which informed citizens can fulfil their role
in a modern liberal democracy.

3.85 Our consumer research also indicates that consumers value plurality, seeing benefits primarily in
terms of choice and quality of content.

Plurality in television

3.86 In Phase 1 of our Second PSB Review, we published consumer research62 which highlighted that
participants felt that plurality of media provision helped meet the need to cater for diVerent tastes and
interests and to provide diVerent viewpoints.

3.87 The research also highlighted that participants saw competition for quality as a crucial benefit of
plurality, and that competition could deliver a number of benefits including high quality programming,
impartiality and accountability.63

3.88 The research shows that audiences value plurality in programming at both a national and regional
level. For example, 73% of respondents felt that it was important that more than one of the main channels
provides current aVairs about their nation or region; and 65% felt that it was important that there was
plurality in other programmes about their nation or region

Figure 16

PLURALITY OF PROGRAMMING: HOW IMPORTANT IS IT THAT MORE THAN ONE OF
THE MAIN CHANNELS PROVIDES XX PROGRAMME TYPE?
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Source: PSB Quantitative Research, Q34, 2,260 UK adults aged 16!, Ofcom October—December 2007

3.89 Our final statement for Ofcom’s Second Public Service Broadcasting Review: Putting Viewers First64

sets out recommendations to ensure that the interests of citizens and consumers can continue to be fulfilled
through ongoing production and availability of a choice of content that delivers the purposes of PSB.

3.90 One of those recommendations was to take forward work by doing more detailed analysis of the
issues regarding provision of public service content (PSC) at a local level across all media including radio.65

This is being taken forward through research being carried out as part of the Local Media Review.

62 Figure 10, “The Public’s attitude towards plurality”, Ofcom’s Second Public Service Broadcasting Review Phase 1: The
Digital Opportunity, 10 April 2008, p. 35.

63 PSB Review Phase 1, as above, p. 35.
64 Ofcom’s Second Public Service Broadcasting Review: Putting Viewers First, Statement, 21 January 2009.
65 PSB Review: Putting Viewers First, Statement, p.102-103.
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Radio

3.91 In the case of local radio, a plurality of station owners is currently secured directly by the radio-
specific media ownership rules and indirectly by the application of competition law. For example, in the most
recent large radio group merger, of Global Radio UK Limited and GCap Media plc, the merged entity
divested a number of stations in the Midlands due to competition law issues and the media ownership
rules.66 This sense of plurality is important for the democratic concerns around “concentration of voice”
in local radio markets. (In addition, holders of commercial radio licences cannot hold community radio
licences.)

3.92 From the consumer perspective, however, questions of diversity on local radio may be more salient
than those of ownership plurality. Radio stations in a given local market tend to be diVerentiated by their
formats (which regulate a number of aspects of their content) rather than by their news oVering. Diversity
in this sense is important for the choice it gives consumers, rather than for the more citizen-oriented concerns
around “voice”.

Research into plurality is being carried out as part of the consumer research for the Local Media Review

3.93 A programme of primary consumer research has been conducted as part of the Local Media Review
to build upon Ofcom’s existing evidence base in relation to local media. Some of this ongoing research relates
to consumer attitudes to plurality at the local level. To build a thorough and wide understanding of
consumer attitudes to plurality across the UK, Ofcom is conducting both quantitative research (25 minute
face to face interviews) and longer qualitative research (3 hour deliberative group sessions in 8 locations
across the UK). By combining the results of these two surveys, we hope to build up a robust view of UK
consumer attitudes towards plurality in local media.

3.94 The quantitative research is representative of UK adults aged 16! and asks questions relating to
attitudes to media ownership, including attitudes to single ownership within sectors and cross sectors. This
enables us to identify headline attitudes towards plurality across a large sample size, enabling comparisons
to be drawn between diVerent regions of the UK.

3.95 The qualitative research focuses on gaining a deeper insight into attitudes towards plurality and
cross media ownership. The use of deliberative groups enables us to obtain considered views and attitudes
towards the value of local media, plurality and trust and the reasoning behind these attitudes. The focus
groups have been held in a range of locations throughout the UK, including the devolved nations. Our
research into the availability of local media in these locations enables us to place the focus group discussions
in context.

3.96 The findings of our consumer research across a range of issues will be published as part of our Local
Media Review.

The Desirability of Changes to the Regulatory Framework for Print and Electronic Local
Media, including Cross Media Ownership and Merger Regulations

3.97 Print and electronic media are regulated in a number of diVerent ways.

3.98 Ofcom has a range of statutory duties which relate directly or indirectly to the local media sector.
Ofcom’s remit in this area is set by the Act, and specifically by the provisions in the Act concerning PSB,
radio, the media ownership rules and the public interest test in relation to media mergers. The Broadcasting
Act 1990 also gives Ofcom duties and powers relating to local radio.

3.99 Ofcom’s principal duty in carrying out its functions is to further the interests of citizens in relation
to communications matters and to further the interests of consumers, where appropriate by promoting
competition.

3.100 In carrying out this duty, Ofcom is required to secure a number of things including:

— the availability throughout the United Kingdom of a wide range of television and radio services
which (taken as a whole) are both of high quality and calculated to appeal to a variety of tastes
and interests; and

— the maintenance of a suYcient plurality of providers of diVerent television and radio services.

3.101 Significantly, amongst others, Ofcom must take into account the diVerent interests of persons in
the diVerent parts of the United Kingdom, of the diVerent ethnic communities within the UK and of persons
living in rural and in urban areas.

3.102 Ofcom must also ensure that television and radio broadcast services meet minimum standards of
taste and decency.

3.103 Responsibility for the merger regime lies with the OFT, though Ofcom has an advisory role in
relation to mergers in markets where we have particular knowledge or insight. Ofcom also carries out the
“public interest test” and reports to the Secretary of State if the Secretary chooses to intervene in a media
merger (see further below).

66 See http://www.oft.gov.uk/shared oft/mergers ea02/2008/Global GCap.pdf.
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3.104 Ofcom is not responsible for the regulation of newspaper print and online content, which is
overseen by the Press Complaints Commission.

3.105 PSB: relevantly, the legislation requires Ofcom to include positive content requirements in the
individual Channel 3 licences requiring a minimum commitment to provide high quality regional news and
regional non-news of particular interests to persons living within each Channel 3 licensed area.

3.106 Radio: Format and licensing controls define localness in terms of content, where stations can be
based and where some programmes should be made. This is designed to keep content local and contributes
to plurality of formats. Community radio has its own set of format requirements and restrictions on
advertising.

3.107 Television and radio broadcast content: these are subject to the Ofcom Broadcasting Code which
covers standards in programmes, sponsorship, fairness and privacy, including standards of taste and
decency (eg standards to protect the public from harmful and/or oVensive material to protect the under-
eighteens).

3.108 Media ownership rules: Ofcom has a duty to review the operation of the media ownership rules
and make recommendations for any changes to the Secretary of State at least every three years. In summary,
local cross media ownership rules restrict cross ownership of Channel 3, radio licences and local newspapers
within a given local area. Radio ownership rules place detailed restrictions on ownership of radio stations
and multiplexes at a local level, as well as restrictions on ownership of national digital multiplexes.

3.109 Media merger regime: The Secretary of State may intervene in media mergers (including mergers
involving newspapers) and can take public interest considerations beyond competition law into account,
especially in relation to ensuring promoting plurality in a range of views. Ofcom carries out the public
interest test and provides a report on its recommendations to the Secretary of State.

The Media Ownership Rules

3.110 The local cross media ownership rules restrict ownership in three ways:

— Regional 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;

— 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.

— 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 50% of the 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

3.111 As said, Ofcom has a statutory obligation to carry out reviews of the operation of all the media
ownership rules (including the local cross media rules) at least every three years. We must report our findings
to the Secretary of State, including recommendations to amend or repeal any of the rules (if any). Our next
report is due no later than 13 November 2009. After we make our recommendations it is up to the Secretary
of State to decide whether to seek changes to the rules by secondary legislation.

3.112 We intend to publish a Consultation Document on our review of the media ownership rules in early
summer. An important focus of the review will be the local cross media ownership rules and whether it may
be desirable to change them.

3.113 The rationale for the media ownership rules is to help to ensure that citizens have access to diverse
viewpoints in news, information and opinion so that they can participate in the democratic process in an
informed way. The aim of our review is to assess whether, in light of current changes, the current rules remain
fit for this public policy purpose.

3.114 A key question for our review of the local cross media ownership rules will be to determine whether
the rules still strike the correct balance between the citizen goal of diversity of viewpoints and the goal of
allowing companies the freedom to maintain sustainable business models (and thereby have a basis for
delivering higher quality programmes, greater creativity and more risk-taking).
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3.115 Two of the key issues we will therefore look at to determine our views on the local cross media
ownership rules are:

— Are the rules outdated because consumers and citizen behaviours have changed? For example,
because consumers have access to viewpoints from other media sources, such as the internet?

— Are the rules acting against the interests of consumers by limiting companies’ freedom to survive,
consolidate and invest?

3.116 As Section 3 demonstrates, our initial evidence indicates that the way in which people consume
local media is changing. However, there is still strong reliance on traditional media for local news. A key
issue for our review will be to understand consumer trends in more detail.

3.117 As we have also set out in Section 3 local media is facing financial pressures. A key issue for our
review will be determining how the rules may impact on traditional media business models and behaviour
at the local level.

3.118 We are currently gathering further evidence to inform our views on this, which the consultation
process will further inform our views on. Much of our evidence will come from the work which is being done
as part of the Local Media Review, which is looking at changes in consumption patterns of local media and
the structural and cyclical challenges facing traditional media at the local level.

Merger Regime

3.119 Ofcom’s role with respect to the merger regime is limited. The Secretary of State may choose to
intervene in a media merger where he considers there may be “public interest” considerations including
plurality. If the Secretary of State does this Ofcom carries out the “public interest test” and reports to the
Secretary of State. We also have an informal role providing the OFT with data and advice on mergers in
markets where we have particular knowledge or insight given our role as sectoral regulator.

3.120 As part of our review of the media ownership rules we will be considering the operation of the
“public interest test” but it is not within the powers to review the operation of the merger regime more
generally. As the Committee would be aware, following the Digital Britain Interim Report, the OFT is
currently undertaking a review of the local and regional media merger regime including considering whether
it is suYciently flexible to allow business models to manage the transition to the digital age. The OFT will
decide whether any legislative changes are needed to the merger regime. Ofcom is feeding into that review.

May 2009

Written evidence submitted by Big Spark Publishing Limited

Re the LMA/OFT/monopolies situation, this is a view from a small contract publisher.

We are a small publisher in Horwich, Bolton—Big Spark Publishing Limited, in a diYcult time we are
doing OK.

I and my business partner have had a long standing desire to publish local newspapers, this year we
launched our first title the monthly “Cheshire Independent” which has been a resounding success and was
in profit from issue 1.

Following on from “Cheshire” we have, last month, launched 2 more newspapers—one in Bury and the
other in Bolton, again, launched with a profit.

These are very simple, eYcient models that give the local reader and advertiser a service that they like and
want, no diVerent to what used to happen in the 60’s and 70’s.

The present situation with the big monopoly publishing groups is of their own making, they have
systematically raped and pillaged the local/regional newspaper industry purely for their profit with little or
no regard for their two streams of customer—they have now been found out.

Jobs and Motors advertising has been overpriced and has now been lost to the Internet through their own
greed — the cost of Job advertising has always been at a premium rate.

To allow them to further grab as much of the action as possible under the guise of the threat of the Internet,
just does not work at the level of local publishing, there are thousands of small businesses who have been
“priced-out” of advertising locally because they cannot buy “small”, the oVer from the “big boys” is “use
us, pay inflated ad rates, you can’t go solely in your local paper you will have to buy a cluster of titles—there
is no other choice—so tough”.

The LMA members are simply trying to protect their profit base with no regard to their customers, their
cushy plan over the last 30 years has now run it’s course, they need to change, look at themselves and ask
what do their customer really want?

At the local level it’s not the big advertisers who are deserting the local press—many were not there
anyway, it’s the “buy local” and the “shop local” that have been let down—these guys don’t buy big on
the Net.
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We are talking “Parish Pump” editorial content here, the local charity, the Harvest Festival, the local
school, etc etc.

I can tell you now that if you get on the street and ask the local small businessman what he thinks of the
LMA “big boys” he will tell you he is sick and tired of them and is looking for an alternative.

We are simply a “pin head” in this industry, but we are giving our customers what they want, by allowing
this lot to get an even bigger slice you are removing the opportunity for little fellas like us to fill these small
local publishing voids—believe me these people are not short of a sly trick or two if they think their pot of
gold is to diminish.

If the OFT accept the LMA position small publishers like ourselves will be in a diYcult, aggressive
marketplace, the potential to recruit good newspaper ad sales people will be virtually impossible because of
contractual covenants and baring out clauses inserted in salespeople’s contracts—it’s hard enough now to
get around that one without being hit with some spurious last minute legal threat, as has happened to us
recently.

This move is not FAIR TRADING this is more greed—turn it down now!

May 2009

Written evidence submitted by the BBC Trust

The BBC exists to serve all audience groups. It needs to be more responsive to local needs and properly
reflect the UK, its nations, regions and communities, across a range of platforms and genres. The BBC Trust
is clear that the BBC must serve local and regional audiences well. This is a key component in both the BBC’s
Public Purposes and the Audience Councils for England, Northern Ireland, Scotland and Wales, who advise
the BBC Trust on the views and needs of audiences in the nations and regions.

The Trust also recognises that it is vital for there to be provision of local and regional news and non-news
programming beyond the BBC. This is why the BBC is currently engaged in discussions with a range of
partners about a proposal that would enable the provision on news beyond the BBC, using the BBC’s
existing facilities to enable the provision of editorially distinct news from a range of parties.

The Committee has set out a detailed and wide-ranging inquiry into the future for local and regional
media. The majority of the questions posed are rightly for the BBC Executive to respond to; their full
submission follows this short submission from the BBC Trust.

In this short covering document we set out the framework in which the BBC Executive is operating,
looking at the priorities of audiences, the reasoning behind the Trust’s recent Local Video Public Value Test
conclusions, and our ongoing challenge to the Executive.

What do Audiences want from the BBC?

In 2007 the Trust carried out research examining audience priorities, and their views on the BBC’s
performance. This research included information on the BBC’s local, regional and national services:

Sustaining Citizenship and Civil Society

Regarded by licence fee payers as one of the most important purposes, BBC performance is
considered to be strong.67 Those within the devolved nations of the UK consider that it could do
more to help them understand constitutional aVairs. Audiences also have concerns about the way
devolution is reflected in network news coverage.

Representing the UK, its Nations, Regions and Communities

In meeting its obligations, the BBC should provide a range of output68 to meet the needs of
diVerent audience groups. It remains an important part of the BBC remit with considerable
performance gaps.69 The perception of under-performance is common to all age and socio-
economic groups but this masks regional and demographic diVerences.70

67 BBC Trust Purpose Remit research, 2007.
68 Spanning news, entertainment and factual content.
69 It is among the largest for any of the BBC’s public purposes. The provision of a range of output to meet the needs of the

nations, regions and communities was also identified as an area for improvement, BBC Trust purpose remit research, 2007.
70 Looking at the overall UK picture, for

1) The BBC helps me feel more involved in my community
2) The BBC caters for my area and my community
The biggest purpose gaps are for under-45 C2DE groups. In “Delivering Creative Future”, the Executive also emphasised
the importance of better purpose delivery to C2DE audiences and of lower perceptions, among this group, of BBC value
more generally.
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The Local Video PVT

In response to the performance gaps indentified by the Trust, the Executive proposed a Local Video
service, which was the subject of a PVT. However, in its final conclusion the Trust was not satisfied that any
likely adverse impact on the market was justified by the likely public value of the local video proposal.

Whilst local video had potential to deliver some public value it did not represent the most eYcient use of
licence fee funds, especially given access issues for non-broadband users and limited reach to key audience
groups. We note, in particular, the low appeal to broadband users of a local video news oVering that did not
extend to listings, reviews and general entertainment (excluded due to the higher potential for market
impact). We also recognised the negative market impact that might result from BBC expansion at a local
level at a time when some commercial providers face a degree of structural and cyclical pressure.

The BBC exists to serve all audience groups. It needs to be more responsive to local needs and properly
reflect the UK, its nations, regions and communities, across a range of platforms and genres. Our decision
did not, therefore, imply a lack of commitment to improving local provision and meeting deficiencies or
‘‘gaps’‘ in respect of the BBC’s public purpose to represent the UK, its nations, regions and communities.

In the Trust’s view a series of smaller, targeted interventions, that take account of current BBC regional
provision and are focused particularly on improving the quality and depth of its television oVering, could
increase public value and contribute to the relevant public purposes. We recognise that these targeted
interventions may diVer depending on the circumstances of each of the nations and English regions. There
could also be scope, through meaningful partnerships, for the BBC to contribute more widely to existing
regional news providers and potential new entrants.

The Trust therefore invited the Executive to return in 2009 with new proposals designed to close or narrow
the purpose gap and improve nations and regions provision. These are currently under consideration by the
Trust. The proposed £68 million investment in local video has been ‘‘ring-fenced’‘. Whilst available for
nations and regions, it is not restricted to this area and may be used by the Executive for other purposes,
subject to Trust approval.

Potential for Contestable Funding of Regional News

The question of contestable funding is for the Government, but the source of that funding and the
governance would require careful consideration. The Trust would only support proposals that did not
compromise the BBC’s independence or its ability to continue to deliver its public services for licence fee
payers.

On the suggestion of diverting any digital underspend, switchover is still in the early stages so it is not
possible to take a confident view on the potential sums involved and there would be a number of potential
calls on the money. It is important to remember that licence fee payers give us their money in good faith,
believing it will be spent on BBC services and content. To suddenly tell them mid-way through the settlement
that their money is being siphoned oV, as some have suggested it should be, would be more than an act of
bad faith, it would be tantamount to breaking a contract.

We know what the public would like to happen to any surplus. Ofcom’s own research shows this clearly.
They’d like their money back. As far as the Trust is concerned, returning any surplus to licence fee payers
is the benchmark against which any other proposal should be judged.

Funding stability is important to the BBC’s creative and editorial independence. It is a unique privilege
which carries big responsibilities to deliver high quality programmes and services and to play a leading role
in digital switchover. As the public face the reality of a recession, the BBC has an even greater responsibility
to demonstrate to them that the 39p a day it receives from every licence fee payer is working hard and being
spent to deliver something of real value to them.

The BBC is committed to delivering more for less, and has been set tough eYciency targets by the BBC
Trust that it must achieve over the licence fee settlement. These amount to 15% by 2012–13, equalling
£1.9 billion over the period, and will be achieved without jeopardising the programmes and services that
audiences love.

More widely, the constitution of the BBC is a matter for Government, but the Charter delivers stability
and independence for the BBC which is in the interests of licence fee payers; principles that should not be
compromised. The public has clearly rejected the idea of stronger direct control of the BBC by Parliament.

Partnerships

The BBC also faces new demands because of the recession. It has a vital role to play supporting other
parts of the industry. Now more than ever, the public will look to the BBC for the kind of programmes,
including drama and factual, which others simply aren’t making. We are now engaged in a series of
partnership initiatives which will help other broadcasters and programme makers.
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The BBC has already signed an agreement with ITV proposing sharing facilities for regional news in
England and Wales. The potential is there for ITV to cut its costs significantly — and, more to the point as
far as audiences are concerned, the proposals could keep ITV’s endangered regional news services on the
air. This sharing of facilities could in principle extend to other providers, including independently funded
regional news consortia.

On behalf of licence fee payers, the Trust will continue to ensure that the BBC serves all audiences, lives
within its means and, through partnerships, brings the benefits of public investment to the whole
broadcasting sector.

Next Steps

The Executive in its response sets out its current thinking on the BBC’s role in local and regional
broadcasting, not only with respect to the Trust’s decision on the PVT but also the current broader policy
debate.

The Trust remains keen to see new proposals from the Executive to tackle the purpose gaps which remain,
and is encouraged by the progress being made. In its Local Video PVT findings, it made clear that any new
proposals would be considered by the Trust and subject to the appropriate approval mechanisms.

Aside from this, we also recognise that there are things the BBC can do to help ensure that audiences
continue to benefit from a diverse range of PSB — both from the BBC and beyond. We remain of the view
that a partnership approach holds the best potential to create the new value needed to fulfil this ambition.

It is equally important to recognise that, while the BBC can make a contribution this must not be at the
expense of its existing and highly valued public services. We welcome the Secretary of State’s recognition
that the BBC needs to maintain strength and stability at the core. As such, it is important that any proposed
partnerships do not transfer value out of the BBC, as this would compromise the BBC’s ability to deliver
on its mandated public purposes. Instead, partnership proposals should create new value and so enhance the
delivery of public service broadcasting without compromising the independence of the BBC which is so vital.

June 2009

Written evidence submitted by the BBC Executive

Structure of this Response

— Executive Summary

— BBC’s role in regional and local media

— Plurality in region and local media

— Market Context

— BBC Partnership Proposals

— Public Policy Interventions

Executive Summary

Despite, or perhaps because of, globalisation, local and regional news has proven to be of enduring value
to UK citizens. Audiences continue to consume it extensively and value its role in a democratic society.

For over eighty years on the radio, 50 years on TV and recently online, the BBC has served the public
with independent, impartial and accurate news about their communities. With its news and other Nations
& Regions programming, the BBC has supported civic life and public debate across the UK and helped to
build a sense of place within communities. This critical role is captured in the BBC’s public purposes to
“represent the UK, its nations, regions and communities” and “sustain citizenship and civil society”. BBC Trust
research has confirmed that licence fee payers regard it as a core part of the BBC’s public service remit71

and the Trust has therefore been clear that it must be a priority of the BBC to serve local and regional
audiences well.

The BBC delivers its purposes through a range of dedicated news output for the devolved nations, English
regions and local communities, as well as network news output that provides information and analysis for
UK-wide audiences. The BBC has a strong commitment to deliver a range of perspectives and richness of
coverage that reflects the diversity of the nations and regions, to a UK-wide audience.

In Scotland, Wales and Northern Ireland, the BBC has sought to reflect the new democratic and cultural
needs created by the process of devolution. Across the English regions, the BBC’s dedicated services explore
the major issues facing local communities and play an important role in the democratic process. The BBC’s
nations/regional TV bulletins at 18:30 are the UK’s most watched news programme; on radio, the BBC oVers
a speech-based local service to an older audience demographic underserved by commercial local radio in

71 Survey of 4,500 licence fee payers. BBC Trust Purpose Remit Survey (BMRB, Feb 07), base: all adults 15!.
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England as well as dedicated stations for the devolved nations: Radio Scotland, Radio Wales and Radio
Cymru, and Radio Ulster and Radio Foyle. For the past eight years, the BBC has provided comprehensive
online news and information to audiences across the Nations and English regions. Going forward, the BBC
remains fully committed to its role in serving local communities with trusted, independent and impartial
journalism, and regards this as a core part of its public service mission.

The BBC’s news provision has been complementary to that of commercial provision, primarily from local
newspapers, regional commercial TV and local radio. However, digital economics is now posing major
challenges to the business models that have traditionally supported investment in news by these providers.
It has been widely noted that structural and cyclical factors are contributing to significant declines in both
the circulation levels and advertising revenues obtained by the local and regional press. This has led in some
cases to a reduction in editorial staV and investment, with local media groups seeking to make the transition
to digital business models.

These market developments have thrown into focus the debate over the meaning of plurality within
regional and local media in the digital age: a debate in which Government, Parliament, regulators and the
industry have all engaged vigorously. While a relative degree of consensus has emerged on what plurality of
provision would entail in some areas, such as maintaining two public service competitors in regional TV
news, in other areas there is less agreement on the desired public policy outcomes and means of achieving
them.

The BBC has also long been committed to plurality to meet audience expectations: for example, where it
can stimulate competition for quality, audience choice and act as a democratic safeguard. Diminishing
choice and competition in news is not in the public’s interest.

There is clear public value in the BBC sustaining investment in news and other content areas that are
valued by local audiences, at a time of reduced investment elsewhere at the regional and local levels. At the
same time, the BBC must open-up its news infrastructure to support continued delivery of regional news
beyond the BBC. This commitment is at the heart of the BBC’s partnership proposals. The BBC Trust
challenged BBC Management to develop sustainable partnership proposals. In doing so, the Trust stressed
that the proposals should support the delivery of public service broadcasting, without compromising the
BBC’s delivery of its public purposes or its independence, for which the BBC Trust has a Charter-enshrined
duty to protect.

In response to this challenge, BBC Management has developed proposals. The BBC can act as an
“enabler” of plurality in regional news in the following ways:

— co-operate on the “means of delivery” to reduce unnecessary duplication and the high fixed costs
of multiple provision; and

— support existing players transition from traditional to new delivery models and reduce barriers
to entry.

We have a good track record to build on. In Scotland, the BBC’s partnership with the Gaelic Media
Service (GMS) has seen the successful launch of the Alba digital TV service on Freesat, with the hope that
it might soon go onto DTT and cable. The remit of BBC Alba is to serve Gaelic speakers, those learning the
language, and those interested in the language and culture. Under the partnership, the BBC supplies news
content to the channel. In Wales, the BBC and S4C have collaborated in a successful three-year Strategic
Partnership since 2007 and a renewed partnership is in development.

To help preserve plurality in regional news, the BBC has formulated a comprehensive partnership oVer
whereby it will make available—either to ITV plc or, under a new model, to a replacement set of news
consortia supplying news on Channel 3—its own facilities including desk space, studio and gallery time,
technology and a common picture pool. The scope of the partnership oVer is set out in the joint
Memorandum of Understanding with ITV plc. The partnership should be more valuable to new providers
of regional news on Channel 3 without ITV’s existing infrastructure and cost base. Taken together with the
benefit left to ITV from its regulatory assets post-2012, alongside the advertising available for the slots, the
total benefit should be suYcient to fund a viable, high quality regional news service on Channel 3.

In addition to the BBC’s regional news partnership, we are developing a range of options that could help
support diversity in the provision of news at a local level. As outlined in our response to the Government’s
Digital Britain report, we are aiming—subject to Trust approval—to share the BBC online video news
content with newspapers. We will provide the rest of the industry with access to the BBC’s College of
Journalism online training resource from this summer. The BBC is also exploring the scope for partnership
with local TV and sharing some BBC local audio content with local community and commercial radio, as
proposed by the Myers review for Government. In developing the options, we recognise the need to be
sensitive to the potential impact of partnerships on the wider market.

While the BBC itself is not immune from the pressures of the current economic climate, it recognises that
access to public funding brings with it a responsibility to help the wider creative sector. But the scale of the
challenges facing local media means that BBC partnerships should be part of a long-term solution that
involves the transition to new business models and the use of existing regulatory assets to support new
suppliers of regional news.
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The BBC’s Role in Regional and Local Media

For over eighty years on the radio, 50 years on TV and recently online, the BBC has served the public
with independent, impartial and accurate news about their communities. With its news and other Nations
& Regions programming, the BBC has supported civic life and public debate across the UK and helped to
build a sense of place within communities. This critical role is captured in the BBC’s public purposes to
‘‘represent the UK, its nations, regions and communities‘‘ and ‘‘sustain citizenship and civil society‘‘. BBC Trust
research has confirmed that licence fee payers regard it as a core part of the BBC’s public service remit72

and the Trust has therefore been clear that it must be a priority of the BBC to serve local and regional
audiences well.

The BBC is therefore strongly committed to oVering high quality, relevant journalism that reflects the
issues which are important within a devolved UK. This is demonstrated in our range of dedicated news
output for the devolved nations, English regions and local communities, as well as network news output that
provides information and analysis for UK-wide audiences. The BBC’s investment in the nations & regions
across the UK supports a comprehensive range of multi-platform services:

— dedicated news, current aVairs and political programming for the nations and English regions. On
TV, the BBC’s nations and regional news bulletin at 6.30pm is the UK’s most watched news
programme;

— 40 local radio services in England;

— 6 nations radio services including Welsh and Gaelic stations; and

— 60 BBC local websites plus Welsh, Gaelic and Irish language websites.

The ability of the BBC’s nations/regional TV news to connect with audiences—especially during times of
emergency—was recently highlighted with the early February snowstorms bringing 8 million adult viewers
to the 18.30 bulletins across the UK. However, reach to BBC’s nations/regional news on linear platforms is
under pressure as audience consumption patterns change.

At the UK-wide level, the BBC has recently put in place a new strategy to improve the clarity, range and
richness of its network news coverage of the devolved nations, following a BBC Trust review.

Given the challenges to the regional/local media ecology (see below), the BBC’s continued commitment
to well-resourced, high quality services for the nations and regions is vital.

The BBC will continue to aim to deliver news in a distinctive way that complements commercial media.
This is, in part, through the nature of its service portfolio and editorial oVer. For example, the BBC’s
impartial news has complemented the strong editorial presence audiences often want from their newspapers;
BBC speech-led local radio contains a richer news oVering compared to the more music-driven commercial
oVer; and the BBC local websites , trusted on news, sport, weather and information, seek to link to those
provided by local newspapers online. In part, the BBC can complement commercial provision in its target
demographic (contrast commercial radio’s audience, two-thirds under 45 73 with BBC local radio’s specific
duty to target older listeners).

The geography of commercial and BBC oVers also diVerentiate their provision. This is evident in the
BBC’s 60 local websites, serving around 1 million users on average, in contrast to the 1,100 local newspaper
websites tending to serve a far smaller “ultra-local” geographic area. It also applies to radio: Ofcom recently
concluded that commercial radio stations serve fairly tightly defined areas “which are in most cases
considerably smaller” than BBC local areas.74

It is important that the BBC’s approach is sensitive to the wider market while delivering strong public
value. The BBC’s Local Video broadband plans had been designed to meet audience’s desire for improved
regional and local services from the BBC, as identified by BBC Trust research. However, the proposal raised
market impact concerns in the current climate. Its rejection by the BBC Trust under the Public Value Test
framework should give commercial media breathing space in the transition to new online business models.
The Trust asked the BBC Executive to respond to the remaining challenges of ‘‘representing the UK, its
nations, regions and local communities’‘ with a series of smaller, targeted interventions focused on
improving the BBC’s existing TV and radio oVering for communities across the UK.

Plurality in Regional and Local Media

These challenges facing regional and local media have thrown into focus the debate over the meaning of
plurality within regional and local media in the digital age: a debate in which Government, Parliament,
regulators and the industry have all engaged vigorously. While a relative degree of consensus has emerged on
what plurality of provision would entail in some areas, such as maintaining two public service competitors in
regional TV news, in other areas there is less agreement on desired public policy outcomes and means of
achieving them.

72 Survey of 4,500 licence fee payers. BBC Trust Purpose Remit Survey (BMRB, Feb 07), base: all adults 15!.
73 Ofcom’s CMR, August 2008, pp 279–280.
74 Market Impact Assessment of the BBC’s Local Video Service (Ofcom, Nov 2008), p 88. While this comparison discussed the

proposed BBC Local Video areas, these were based on BBC local radio areas and were near identical.
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There remains a strong demand for news about “where I live”. Overall, over 90% of adults use media to
source local information on a regular basis.75 Among other sources, this usage ranges across regional TV
by ITV and the BBC (where each region typically serves audiences of 4million) to city-based local TV such
as Manchester’s Channel M, from the BBC’s 45 local radio stations (typically with a 60km radius) and the
c 340 commercial providers to over 100 community radio stations (typically a 5km radius), and from the
BBC’s 60 Local websites to the 1,100 oVered by the UK’s 1,300 local newspapers.

The UK has a mixed news economy, reflecting diVerent editorial approaches and audience expectations.
Channel 3 licensees have supplied commercial TV news to audiences in the nations and regions as an
alternative to the BBC. The PSBs’ impartial news has complemented the diVerent editorial approach
audiences often want from their newspapers. A plurality of content has traditionally been supported by
complementary revenue streams.

All the research suggests that audiences attach a high value to the availability of a wide range of high
quality news sources at the national, regional and local level.76 The model of competition between the BBC
and ITV has widespread public support: three quarters of those questioned in Ofcom’s recent research
agreed that it was important that more than one of the main TV channels provides nations/regional news.77

TV news sits alongside newspapers, radio and the internet which oVer additional choice often at a more local
level. A plurality of nations and regional news suppliers is also an important democratic safeguard. Local
media play a vital role overseeing/scrutinising public life and making voters better able to hold those in
power to account. Separate news for the nations of Scotland, Wales and Northern Ireland is necessary to
reflect their diVerent political institutions and cultural make-up. The new politics that devolution has
brought about requires a vibrant, widely accessed media to report and help sustain them both at a nation-
wide, and a more local, level.

Across virtually all age groups, people’s interest in locality and the area that surrounds them has increased
significantly over the last two decades, particularly so for those under the age of 45.78

Figure 1

% WHO AGREE THAT WHAT INTERESTS THEM ABOVE ALL ARE THINGS THAT HAPPEN
IN THE CITY OR TOWN WHERE THEY LIVE
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Source: Redefining Regions. The Future Foundation (September 2004)

This is supported by Government79 and Ofcom research.80

The importance people attribute to the “regional” and “local” are matched by their active interest in news:
audiences continue to consume it extensively and to value it for its role in democratic society.

Market Context

Despite this continued interest in and use of local media by UK citizens, economic trends are putting
pressure on many existing business models and their ability to meet the demand of consumers. Above all,
the digital revolution has seen the revenues of traditional media diminish as audiences and advertisers
migrate online, while also demanding increased investment to meet new, digital patterns of consumption.
These structural shifts are now combined with a severe cyclical downturn in revenue. Although the digital
revolution does present some opportunities to providers of regional/local media (eg citizen journalism), there
is a growing industry consensus that the overall picture is one of real financial diYculty.

75 Ofcom’s Media Tracker (Apr—Oct 2008); also see similar findings in Market Impact Assessment of the BBC’s Local Video
Service (Ofcom, Nov 2008).

76 Ofcom PSB survey, 2007.
77 Ofcom, New News, Future News report, July 2007, p 48.
78 Redefining Regions. The Future Foundation, 2004.
79 Citizenship Survey statistical release, Department for Communities and Local Government, 2008 found that people feel

increasingly connected to the places they live and work in, with 75% now feeling that they belong strongly to their
neighbourhood, up from 71% in 2003.

80 Ofcom, New News, Future News, July 2007, p 24. Around 50% of consumers say they are personally interested in events in
‘my region/nation’ or ‘events where I live’.
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The continued provision of ITV’s regional news is under pressure from a range of factors: growing
competition for audiences from multi-channel, the reducing value of analogue spectrum and the current
downturn in advertising. As a result, ITV plc has scaled back its commitment to regional news in order to
save costs.

The BBC also recognises the significant economic challenges facing the provision of English language
news media in Scotland and Wales. In Scotland, research suggests people identify most closely with their
local area—more closely than with Scotland and more closely than with the UK. Scotland itself has been
defined as a “nation of regions”. In Wales, it has been argued that there is a growing “information gap”
characterised chiefly by:81

— The high penetration of London-based print media, and a weakening indigenous newspaper
market, with only 14% of the Welsh population take a local daily morning paper; 21% take local
evening papers and 7% paid-for local weeklies.

— The declining contribution of ITV Wales across English language news provision.

— The generally poor portrayal of Wales across UK PSB and commercial networks, which the BBC
is addressing through a substantial increase in targets for network TV production from the nations.

The pressures also exist in Northern Ireland but are perhaps less severe at the moment. UTV itself believes
that its news service could be provided on a commercially sustainable basis for the foreseeable future. UTV
has recently expanded its news/current aVairs output.

Local TV has, to date, seen slow growth and limited provision. Some stations, such as Solent TV have
closed (in 2007) and others, such as Six TV and GMG’s Channel M have seen profits/operating margins
fall.82 Ofcom is creating more opportunities for local TV by releasing the interleaved DTT spectrum. It may
be the case that local news content can also be delivered eYciently via broadband and on-demand
platforms.83

In radio as in TV, commercial services, including local stations, have seen revenues fall. Revenues have
been declining by an average of 2% per year in the past five years84—largely as a result of declining listening
hours. This has contributed towards consolidation in the sector and some parts of the industry looking
towards a networking model. New digital activity does oVer some opportunities to the sector. Ofcom
recently forecast that online revenues could more than double to over £45million in 2012–13 and already
57% of radio stations now oVer podcasts or on-demand radio.85 However, new opportunities appear
insuYcient to oVset declining listening and revenues. This picture of the local radio sector is complemented
by community radio services. Typically serving an audience over a 5km radius, Ofcom have issued licences
for 178 of these “ultra-local” services, of which 118 have now launched.

The impact of the digital revolution and current market conditions on the regional/local newspaper sector
has been particularly stark. They are facing a severe cyclical downturn in revenues combined with a
structural shift of classified advertising to the internet. In 2003, regional newspapers had over £2billion
classified advertising spend—almost five times more than the equivalent spend on the internet. In 2009, it
is estimated this figure will have declined to under £1.5billion and will be nearly as low as one-third that of
online.86 This decline has been driven by competition from new market entrants in specialist national
classified advertising online, such as autotrader.co.uk, monster.co.uk and rightmove.co.uk. The
consequences of the pressures on circulation and revenues are already visible: 60 newspapers closed in
2008 and there were around 900 editorial staV redundancies.87

The sector has already moved towards consolidation. On a national level, the top 10 newspaper groups
account for 90% of regional/local newspaper circulation. At a local level, in many areas the market is more
consolidated: Johnston Press has 96% share of circulation in Leeds, Archant has 82% share in Norfolk, and
GMG has 63% share in Manchester (along with its TV, radio and local news and information website oVers
in Manchester). However, in some areas it is relatively unconsolidated.88

Against this backdrop of great challenges ahead, there is some evidence that evolving digital oVers could
oVer some future revenue streams to regionals. These include “ultra-local’ websites. Trinity Mirror has
launched 30 “hyper-local” websites and NorthcliVe’s “micro-site” strategy has generated 19 such sites for
Croydon. The Hull Daily Mail has 30 journalists available to record video and Johnston Press states it is
already publishing 1,300 videos per month on its 323 websites.89 Ofcom forecast that if regional/local
newspapers continue to evolve their oVers (including, for example, by more eVective targeting of
advertisements), they might treble their Average Revenue Per User (ARPU).90 However, the digital
opportunities are very unlikely to compensate for lost print revenues.

81 Beaufort Research (November 2007) ; Electoral Commission’s 2006 report on Assembly election participation.
82 ibid, p 121.
83 Ofcom PSB review, Final Statement and Recommendations, Jan 2009.
84 RAB Commercial Radio revenues.
85 Market Impact Assessment of the BBC’s Local Video Service (Ofcom, Nov 2008), p 18 and p 88.
86 Ofcom presentation on local media (29 March 2009) citing Advertising Association figures.
87 Ofcom presentation on local media (29 March 2009).
88 Market Impact Assessment of the BBC’s Local Video Service (Ofcom, Nov 2008).
89 Ibid, pp 52, 56–57.
90 Ibid, p 12.
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BBC’s Partnership Proposals

The structural challenges facing the regional and local media sector will necessitate new commercial
combinations and partnerships that were unimaginable several years ago. Public-private partnerships will
also have a role to play. The security of licence fee funding, not enjoyed by the rest of the media market,
places a responsibility on the BBC to work with others to help create a sustainable future for local media.
The BBC Trust challenged BBC Management to develop partnerships to support the wider PSB ecology. In
doing so, the Trust stressed that the proposals should create value and so enhance the delivery of public
service broadcasting, without compromising the BBC’s delivery of its public purposes or its independence,
for which the BBC Trust has a Charter-enshrined duty to protect.

In response to this challenge, BBC Management has outlined a series of partnership proposals designed
to create sustainable financial and other benefits across the broadcast sector and wider creative economy.
The BBC can act as an “enabler” of plurality in regional news in the following ways:

— co-operate on the “means of delivery” to reduce unnecessary duplication and the high fixed costs
of multiple provision; and

— support existing players transition from traditional to new delivery models and reduce barriers
to entry.

We have a good track record to build on. In Scotland, the BBC’s partnership with the Gaelic Media
Service (GMS) has seen the successful launch of the Alba digital TV service on Freesat, with the hope that
it might soon go onto DTT and Cable. The remit of BBC Alba is to serve Gaelic speakers, those learning
the language, and those interested in the language and culture. Under the partnership, the BBC supplies
news content to the channel and makes a contribution to its overall funding. In Wales, the BBC and S4C
have collaborated in a successful three-year Strategic Partnership since 2007 and a renewed partnership is
in development. Partnerships are an important feature of the BBC’s work in Northern Ireland including
commissions with other broadcasters (including RTE and TG4) and collaborations on cultural, educational
and sporting projects with a wide range of local partners.

Over recent months, we have been developing ways to open-up our existing news infrastructure and assets
to support provision beyond the BBC. The development of partnership ideas has been shaped by a number
of key principles:

(i) the BBC’s independence, delivery of public purposes and the quality of its news output must be
maintained;

(ii) they must create value not simply transfer it;

(iii) they must not undermine plurality and distinctiveness of news provision; and

(iv) they must have suYcient flexibility to enable the evolution of regional/local news as technologies
and audience behaviours change.

We also recognise the need to be sensitive to the potential impact of partnerships on the wider market.
Any partnership arrangements will need to comply with competition law and State Aid requirements.

Sustaining Regional News

To help preserve plurality in regional news, the BBC has formulated a comprehensive partnership oVer
whereby it will make available—either to ITV plc or, under a new model, to a replacement set of news
consortia supplying news on Channel 3 (see below)—a comprehensive range of resources.

The scope of the partnership oVer is set out in the joint Memorandum of Understanding with ITV plc.
We recognise that ITV is now talking about retreating entirely from its regional news commitment. Should
they do so, the BBC believes that it should oVer the partnership to new providers. We estimate that the
partnership could be more valuable to new providers of regional news on Channel 3 without ITV’s existing
infrastructure and cost base. Benefit to consortia in operating costs is likely to be at least £10 million p/a at
full roll-out (this assumes that the BBC charges at incremental cost for the majority of services/facilities
under the partnership).

The proposed partnership would also enable regional television news providers to access a proportion of
BBC’s infrastructure and facilities including desk space in the main news centres and local bureaux; studio
and gallery time; and production technology. The partnership oVer is focused on England and Wales. The
creation of large regional news centres could facilitate, over time, the participation of other partners, such
as educational, community and training bodies.

The partnership would also enable ITV’s regional news programmes to share some basic raw material
gathered by the BBC’s regional news teams. Exclusive stories and features would not be pooled to preserve
the distinctiveness of both parties’ regional news output.

In Scotland, the BBC and STV are currently in discussion about a wide-ranging partnership, including
sharing resources, technology and training. The BBC hopes to sign a joint MOU with STV formalising this
partnership shortly.
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BBC Northern Ireland is committed to working with other news providers to secure a cost-eVective and
sustainable outcome for audiences. Discussions about precise partnership arrangements are at a diVerent
stage of development, reflecting UTV’s assessment of its ability to maintain its television news programming
and the issues which it has identified around resource-sharing with the BBC.

The BBC remains of the view that a partnership-based solution is the best way to maintain plurality in
regional news, maximising the value of the BBC’s long-term investment in infrastructure and facilities
around the UK and increasing the eYciency of public investment.

Sharing online content and improved linking

In addition to the regional news partnership, the BBC is developing a range of options that could help
support diversity in the provision of news at a local level. As outlined in our response to the Government’s
Digital Britain report, we are aiming to support the newspaper industry via a range of initiatives including
syndication of BBC News video online and improved linking.

In August 2007, the BBC Trust published the overall BBC syndication policy, stating that “there will
generally be public value in the syndication of content and it is in licence fee payers’ interests that content be
made available as widely as possible”. Such syndication is not only in the interests of licence fee payers but
can also bring benefits to partner organisations.

The aim—subject to BBC Trust approval—is to share a sub-set of the BBC’s UK video news content with
newspaper websites. The content would be embedded in external sites allowing organisations to supplement
their coverage with BBC credited material. The intention is for a phased roll-out to UK newspapers in the
next few months, before extending the oVer more widely to include regional and local newpapers.

In addition to sharing content, the BBC should more eVectively promote and support online local
journalism through increased linking. Ensuring easy access to and “discoverability” of local content will
become increasingly important in a digital age. The BBC should harness the strength and popularity of BBC
Online to drive reach and usage of other local content across the internet. Existing links are already
generating over one million click-throughs a month to external sites, equivalent to one click-through for
every six unique users.91 We are improving the prominence of external links on the BBC Local sites to other
local organisations as well as enhancing “in-story” linking. Links to “local papers” and “elsewhere on the
web” now appear prominently on the frontpage of BBC’s local sites (eg http://news.bbc.co.uk/local/bristol/
hi/).

The BBC’s other online partnerships should also benefit providers of regional/local news. These include
the proposal to open-up access to the successful iPlayer technology on a commercial basis and, subject to
BBC Trust approval, stimulate the uptake of broadband-connected TV by promoting a standards-based
open approach.

Enriching the skills base of local media

The BBC’s College of Journalism, developed as a comprehensive online resource for internal training
purposes, will be made public in the summer. The website includes skills advice, video and guides to all
aspects of journalism—from interview techniques to in-the-field reporting. The availability of this editorial
training resource will benefit other news organisations and could help lower the barriers to entry for
providers at the local level.

Partnerships with Local TV and commercial radio

We are exploring which aspects of the proposed regional news partnership could be extended to local TV
operators if a sustainable network were to emerge. There is a willingness to share picture material with local
TV news operators (as well as ITV) and, subject to capacity constraints, other news infrastructure facilities.
Partnerships with the BBC could help reduce barriers to entry for local TV news providers and also create
the opportunity for more diverse and diVerentiated coverage.

As suggested in the recent Myers report on commercial radio for the Government, the BBC is exploring,
with the industry, the idea of sharing BBC audio content with community and local commercial radio
operators—for example, pooling material on diary news stories to reduce duplication.

More widely, the BBC and commercial radio have announced a new partnership designed to help secure
radio’s digital future. This partnership will establish a new forum, the Radio Council, to lead a range of joint
initiatives including proposals to develop an online radio player that creates one place for all UK radio to
be listened to on the web, and development of a common standard for radio on all devices (mobiles, in-car
screens, at-home screens, DAB sets).

91 Sage/BBC figures (Jan 2008).
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Acquisition of local news content

The BBC already supplements/complements its UK and international newsgathering operation with text,
picture and audio-visual material from news agencies such as Reuters and the Press Association. The
provision of core coverage of diary stories and non-exclusive events from agencies allows the BBC to focus
resources on its own distinctive journalism. News agencies can also provide access to a wider range of
complementary material. Where these tests are met, the BBC will consider acquiring video footage of local
news stories from third parties as an input to its own broadcast and online output.

The BBC’s other partnership proposals will also oVer potential benefits to providers of regional/local
news. These include proposals to open-up access to iPlayer technology on a commercial basis and, subject
to BBC Trust approval, stimulate the uptake of broadband-connected TV by promoting a standards-based
open approach.

Public Policy Interventions

Maintaining a plurality of news sources and enhancing quality local journalism should be the priority of
public policy intervention. There are a range of options under consideration including:

1. Reform of the regime for regional and local media mergers and cross-media ownership restrictions

2. New models for television news at the regional and nations level

Regional and local media mergers

As regional and local news providers have been subject to greater market pressures there has been a trend
towards consolidation of ownership, both within sectors and across the media as a whole. However, a
number of regulatory rules governing media mergers at a local level remain. In light of the changing
environment, it is appropriate that the Government has asked the OFT and Ofcom to examine the regime
for regional and local media mergers and cross-media ownership rules. Key issues for consideration include:

— does the merger regime for local newspapers need to change to reflect the potential for competition
for both audiences and advertisers from other media platforms such as the internet; and

— are the current blanket restrictions on cross-media ownership at a local level still necessary? Or does
the application of the Public Interest Test to mergers on a case-by-case basis provide an adequate
safeguard for maintaining a diversity of voices in local news provision?

Further consolidation in local media could support the ongoing transition of existing groups to digital
business models. Subject to protecting competition for audiences and advertisers, consolidation could
facilitate the development of stronger, cross-media groups with coherent geographical areas of influence and
a critical mass in advertising. At the same time, there is a risk that consolidation reduces the diversity of
voices available to the public in a given area/s and that is why there remains a need for a regime that considers
the public interest implications of media mergers.

New models for regional news

Ofcom has suggested a new model for news provision in the nations and regions based on “independently
funded news consortia” (IFNC). The proposal is that the consortia would have access to the regional news
slots on Channel 3 and be integrated into the wider local media ecology. Contracts could be awarded by a
national and/or regional tender process.

The BBC has had initial discussions with the industry about how its partnership oVer would work with
the model.

Ofcom has suggested that an “IFNC” replacement for the ITV news service would cost “in the region of
£40–60 million” per annum92 and has suggested that additional public funding is required. Our initial
analysis suggests that Ofcom has underestimated the likely revenues and public assets that are available to
support “IFNC”:

Costs

— Cost synergies: IFNCs are likely to bring in other news providers from related media (eg
newspapers/radio/local TV/news agencies) who could oVset some of their newsgathering and
production costs across a range of outlets, not just commercial television. The capacity to leverage
existing news assets should improve the eYciency of regional news delivery.

— BBC partnership: The partnership should be more valuable to local media who do not have ITV’s
existing infrastructure and legacy cost base. Third parties without access to news production
facilities/technology could significantly reduce start-up costs as a result of the partnership. All third
parties should benefit from access to the BBC’s newsgathering operation including local news

92 Ofcom Chief Executive (Ed Richard) speech to Government Local Media Summit, 28th April 2009.
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bureaux, picture material and potentially live facilities. Benefit to consortia in operating costs is
likely to be £10 million per annum at full roll-out (this assumes that the BBC charges at incremental
cost for the majority of services/facilities under the partnership).

— New editorial models: if desired over time, IFNCs could develop new, more flexible editorial
approaches to regional news that oVer greater choice and bring in new audiences.93 The consortia
could, for example, provide a route to more broadband-focused delivery of local news given
changing consumer behaviour.

Assets/Revenues

The new model could have two sources of funding: Channel 3 advertising and existing regulatory assets.

— Linear television advertising revenues: the consortia could be given access to the advertising revenue
that can be generated in and around the slots. If ITV transfers the significant cost burden of
regional news to a third party, then there is a case that it should also transfer the value of the airtime
and or an equivalent sum.

Nations and regions news programmes currently attract a strong viewing share in the Channel 3 schedule,
although the revenues earned from regional news are currently constrained by the transfer of advertising
minutage to higher performing peak-time slots. Independent analysis estimates that ITV currently earns
c£16million in advertising from the 6–6.30pm regional news slot.94 The allocation of the maximum
‘‘average’‘ advertising minutage to the slot could generate c£25million pa.

— Regulatory assets: Ofcom has previously estimated that the value of regulatory assets to ITV—such
as access to broadcasting spectrum—is worth c£45million per annum by 2012. The assets support
public service obligations on ITV; regional news is the largest of these. Ofcom has already suggested
in the PSB review that ‘‘part or all of these [assets] could be reassigned at the end of the current
licences, to ensure the value of these public assets is being maximised’‘. Regional news is ITV’s most
important public service obligation and it is reasonable to argue that a proportion of ITV’s
regulatory assets should be used to support replacement providers of regional news. There should
be a discussion about the best vehicles to do this. One potential mechanism would be to charge ITV
for access to its DTT spectrum and use the revenue to support the new providers of regional news.

— Cross-media advertising revenues: In a changing market, there is a potential revenue upside to the
new consortia from selling regional/local advertising at premium across multiple platforms.

Under the new model, there are a range of business models that could work and be tailored to meet the
needs of diVerent areas. It is important that we avoid a ‘‘top-down’‘, prescriptive approach to the budget
and spec of the ‘‘IFNC’‘ as this would allow little room for innovation and flexibility. There should be an
opportunity, with third party providers, to assess the most eYcient and eVective means of newsgathering
and production.

Based on our initial analysis, it is not clear that additional public funding is necessary to support Ofcom’s
new model of regional news. The extent to which the new model could be sustainable using existing assets
at Ofcom’s and Government’s disposal, alongside the BBC partnership, must be explored in much greater
detail. Taken together with the available advertising revenue in the Channel 3 slots, the total benefit should
be suYcient to fund a viable regional news service under the new model. Additional public funding should
only be made available as a last resort.

The licence fee has been suggested as a possible source of any new funding required for regional news. In
the current economic climate there is no guarantee that either the overall level of the licence fee from
2012–13 will be maintained, or that the element currently ring-fenced to aid delivery of the BBC’s sixth
public purpose will remain.

A decision to use licence fee funding to support commercial organizations raises significant risks that the
BBC has previously outlined. First, it would risk breaking the unique link between licence fee payers and
the BBC. BBC research suggests that the public understand what they are paying for under the current
model: 70% of the public spontaneously mention the BBC when asked which broadcasters are funded by
the licence fee; prompted awareness rises further, to 86%. Second, it would require that strong accountability
mechanisms be put in place for new recipients of public money. Third, it would mix public funding and
advertising revenue within commercial organisations, potentially weakening commercial incentives and
advantaging some commercially funded news operators over others.

In conclusion, the BBC is committed to working with others to find a practical and sustainable solution
for the future of regional news. In our view, a partnership-based solution is the best way to maintain plurality
in regional news, maximising the value of the BBC’s long-term investment in infrastructure and facilities

93 Analysis suggests that the unique audience to ITV1 regional news is limited: c5% of the annual audience to regional news
only watches it on ITV1 (the vast majority (77%) watches regional news on both BBC One and ITV1).

94 Ofcom has previously estimated that the revenues from the advertising around ITV1’s nations and regions news are
c£15 million per annum (New News, Future News, June 2007).



Processed: 30-03-2010 13:47:01 Page Layout: COENEW [O] PPSysB Job: 433672 Unit: PAG8

Culture, Media and Sport Committee: Evidence Ev 199

around the UK and increasing the eYciency of public investment. We favour models that enhance value
rather than simply transfer it. The Government and regulators must also consider the most eVective use of
existing regulatory assets to support regional news. At the same time, commercial media must develop new,
sustainable business models and approaches to journalism that work across diVerent platforms and match
audience expectations.

June 2009

Written evidence submitted by Leeds Trinity & All Saints

This submission has been written by Catherine O’Connor, Senior Lecturer in Journalism at Leeds Trinity
and All Saints. It has support from other members of the academic staV. All staV profile details are included
at the end of the submission.

Leeds Trinity and All Saints has been providing post-graduate journalism training since 1993. The college
established its Centre for Journalism in 2001, launched its BA (Hons) Sports Journalism in 2004–05,
followed by BA (Hons) Journalism in 2006–07. The 2009–10 academic year will see the introduction of a
further programme, BA (Hons) Journalism and PR.

The Centre has strong industry links and its staV come from a variety of relevant industry backgrounds
and have substantial professional experience. Based on our experience and knowledge of the local and
regional media, we would like raise the following points with the Culture, Media and Sport Committee:

Print journalism and broadcast journalism have established and accredited training systems via the
National Council for the Training of Journalists (NCTJ) and the Broadcast Journalism Training Council
(BJTC). Leeds Trinity is accredited by both organisations to run professional courses and, in the case of the
NCTJ, the associated examinations. This is a prestigious position which is subject to industry scrutiny and
which also brings industry recognition and close working relationships with a variety of news media,
including a formal training partnership with the BBC ahead of the relocation of key departments to Salford
in 2012, and an involvement with the Scott Trust (Guardian Media Group) which is funding trainees on both
the 2009 and 2010 postgraduate broadcast courses.

Students who study both undergraduate and post-graduate journalism have to comply with rigorous
academic standards. At undergraduate level, students receive a thorough grounding in practical skills and
would be ready to step into traineeships which include the preliminary stages of the industry-accredited
training. At post-graduate level, students are trained in practical skills to a level which meets professional
standards and which, in the case of print journalism students, ensures they have already completed the
preliminary stages of the NCTJ accredited training, the Preliminary Certification in Journalism. The BJTC
accreditation awarded to the college is recognition of our compliance with the high standards set by the
industry for trainee journalists.

Traditionally, there have been adequate opportunities in the local media for our postgraduate students,
with our courses boasting an employment rate of well over 90 per cent. Our general experience is that
students have often had jobs lined up before the courses have finished. For example, out of 37 students who
completed the post-graduate course at the end of 2007, 31 found employment as journalists. However, given
the immensely challenging industry circumstances, there have been fewer opportunities for the students who
completed the course at the end of 2008.

The diYculties currently facing the local news media have had a significant impact on opportunities for
trainee journalists. Where many organisations would take on at least one trainee a year, often more, they
have now frozen recruitment and, therefore, opportunities for graduates to enter the industry. Established
and long-serving journalists have also been made redundant.

The job losses in the industry mean that trainees are pitched in at the deep end, often without the level of
on-the-job training and mentoring which took place in the past and helped them build on the skills
developed in college, although our intention has always been—and will continue to be—to ensure that once
the trainee journalists have completed the course they are fully equipped editorially and technically to “hit
the ground running” on day one in the industry.

Over the last year, there has been a stream of announcements about redundancies, cuts and oYce closures
in the regional media. The following link to The Guardian’s website gives an insight into the timing of those
announcements and, therefore, goes someway to establishing the scale of job losses involved in the industry:
http://www.guardian.co.uk/media/2008/nov/21/downturn-mediabusiness.

The global recession has impacted on the ability of potential students to raise funds for their post-graduate
studies. As the 2009 cohort of students prepared to embark on post-graduate studies at Leeds Trinity, a total
of nine were forced to withdraw from the course for financial reasons, including five broadcast applicants
from non-traditional backgrounds whose applications had been carefully nurtured by the college in response
to industry demands for a more diverse talent pool. Four students also deferred their place until 2010 for
financial reasons. Those who do secure funding often suVer severe financial hardship and experience
diYculties sustaining themselves through their studies.
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Of those who do secure jobs, there is significant anecdotal evidence that many trainees have limited
opportunity to get out of oYces and flex their wings in terms of generating news and practicing the public
interest and community-focused journalism which has traditionally been at the heart of the regional media
and, therefore, local democracy.

It is a concern that if this situation is allowed to continue, key practices, important skills and fundamental
values which have been integral to the local media’s role in democracy will begin to die out. The importance
of such skills cannot be underestimated in sustaining the watchdog role of journalism, in supporting the local
media’s ability to scrutinise, uncover and expose and in giving it the power to campaign for results on key
issues.

Many local newspaper oYces and commercial radio newsrooms have been closed down, meaning that
“beat” newsgathering is no longer personal and local—it is by telephone and remote. For example, the
Wharfe Valley Times no longer has its head oYce in Otley. The newspaper is written and produced in Leeds,
more than 11 miles away. OVpeak news bulletins for Radio Aire in Leeds and Viking FM in Hull are
compiled and read at Hallam FM in SheYeld.

The future of regional television production is seriously under threat. Recent years have seen a dramatic
reduction in the range and diversity of regional programmes until all that is left is basically a minimum news
service and limited current aVairs. That in turn has resulted in a large number of jobs being cut and there
are clearly further cuts to come in the future. Research currently being carried out into regional TV news at
Leeds Trinity (with Salford University) has found that the public very much value regional news services
and want more current aVairs at a regional level. In addition to aVecting the viewers who are losing out on
an important and valued service, this has also had a knock-on eVect on independent production companies
with a reduction in the opportunity for programme commissions. All this is making what has always been
a competitive industry even tougher to enter.

The change in working practices has the potential to undermine the trust which exists between local media
and its audiences. For example, post-graduate print journalism students at Leeds Trinity produce the North
Leeds News, which is circulated in the area around the college. Students go out from college to cover events
and meetings and get to know members of the local community. This leads to a developing relationship and
people in the community begin to seek out students to pass on information. Without this personal level of
contact, it could not be guaranteed that this vital exchange of information would take place. The cuts in the
regional media are making it increasingly diYcult for this important personal contact/relationship between
journalists and their audiences to be sustained in any meaningful way.

The time, opportunity and expertise to conduct local media investigations, such as the Yorkshire Post’s
Donnygate “scoop”, are slowly being eroded. The Yorkshire Post launched its investigation into Doncaster
Council in 1997, helping to expose the worst local government corruption case since the 1970s. The resulting
court cases led to 21 councillors being convicted of fraud and, in 2002, a senior councillor and the property
developer who bribed him being jailed.

There are some bursary opportunities to support journalistic training (details of some can be viewed via
the following link http://www.bjtc.org.uk/sponsorList.aspx?page%0).

Not all of the bursaries run every year and several have been established to support specialist areas of
recruitment. While some cover all costs, others make only contributions towards fees or living costs. There
is no doubt that access to funding is the greatest barrier to increasing diversity in the pool of talent being
trained. We at Leeds Trinity know of many candidates with the aptitude and potential to become great
journalists who cannot even obtain loans to pay for their training. Making student loans available for
postgraduate training would be the single most valuable policy initiative the government could make
towards increasing diversity of backgrounds and viewpoints represented by workers in the news media.

We are aware that Press Association has proposed a “public service reporting pilot project” (http://
www.guardian.co.uk/media/2009/jul/07/pa-trinity-mirror-trial). This may go some way to addressing the
issues outlined.

Given the level of debate over the future of local media and over the possibility of public funding to
support local media and its democratic role, we would recommend that the committee consider the
following:

— The democratic importance of sustaining a healthy local media.

— The importance of ensuring a continued regional television news service on independent television,
to ensure a level of competition with the BBC.

— The need to “feed” the system with continuing opportunities for trainee journalists.

— The extension of the availability of student loans to include postgraduate vocational training
recognised by industry bodies such as the BJTC and the NCTJ.

— Where new funding could be found for a bursary scheme to support opportunities which further
the role of pubic interest reporting in the local media.

— Whether suYcient is being done to support training at more senior levels within the local media in
areas beyond the reach of colleges and professional training bodies.
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Leeds Trinity and all Saints Staff

This submission was written by Catherine O’Connor, Senior Lecturer in Journalism. Catherine spent
15 years working in the regional media before joining the staV of Leeds Trinity. Her journalism career started
as a reporter at the Halifax Courier. Following a two-year stint on the newsdesk at the Yorkshire Evening
Post, she spent eight years at the Telegraph & Argus, Bradford, where she was Deputy Editor. She is also
an exam marker for the National Council for the Training of Journalists.

The submission is supported by the following staV:

Mike Best—Senior Lecturer

Mike has experience from being a reporter through to editor and he was Director of Broadcasting and
Head of Regional Programmes at Yorkshire Television for a number of years before leaving to set up his
own independent production company.

Lindsay Eastwood—Senior Lecturer

Lindsay has experience both as a print and TV journalist. She started her career in print over 18 years ago
and eventually moved into TV journalism on Yorkshire Television’s regional news programme, Calendar.
At YTV Lindsay worked as a producer, documentary-maker, news editor and on-screen reporter, with
frequent live location work.

Richard Horsman—Associate Principal Lecturer—Programme Leader of Postgraduate Journalism (Radio
and Broadcast)

Richard Horsman has more than 20 years’ experience as a radio journalist, producer and talk show
presenter in West Yorkshire—five as news editor at The Pulse, the commercial station based in Bradford,
and two as a consultant to Real Radio (Yorkshire) where he established the station’s educational outreach
activities. He was elected a board member of the BJTC in 2005, and is currently active in a number of projects
to attract a greater diversity of applicants for radio and TV journalism training.

Dean Naidoo—Senior Lecturer in Journalism—Programme Leader BA (Hons) Sports Journalism

Dean is a multiple award-winning journalist with more than 15 years of experience. He hails from South
Africa and won the coveted Commonwealth Press Union Fellowship in 2003 to study for a Masters in
International Journalism at London City University. He has worked for a range of daily and weekly national
newspapers in the Independent News & Media stable both in South Africa and the UK—as an
Entertainment Writer, News Reporter, Sports Writer, Sports Sub-Editor, Chief Sub-Editor, Sports Editor
and Sports Director, among other roles.

Deirdre O’Neill—Associate Principal Lecturer

Deirdre studied publishing at The London College of Printing after graduating and worked on a variety
of journals and magazines before studying for a PGCE and taking a job as press and publicity oYcer in the
marketing unit of a large FE college. While there, she also lectured in journalism and communications, and
ran NCTJ training. Since joining Leeds Trinity & All Saints she has been responsible for teaching and
developing journalism modules at undergraduate level. She also contributes to MA provision, including the
MA in Public Communication.

Susan Pape—Associate Principal Lecturer—Programme Leader of Postgraduate Journalism (Magazine
and Print)

Susan is an award-winning journalist and writer with more than 25 years’ media experience. Her career
has included the positions of news reporter, feature writer and News Editor of the Yorkshire Post; Lifestyle
Editor of Wales on Sunday; and producer at Yorkshire Television. As a freelance journalist, she has written
for national and regional newspapers and business and specialist magazines. Susan has written, with Sue
Featherstone, two books on journalism, Newspaper Journalism: A Practical Introduction and Feature
Writing: A Practical Introduction (published by Sage). Susan is involved with the NCTJ and is an NCTJ
NCE (National Certificate Examiner) assessor.

July 2009

Written evidence submitted by Manchester City Council

Executive Summary:

Manchester City Council welcomes this opportunity to respond to this inquiry and would be prepared to
make representations personally to the committee. The nominated spokesperson for Manchester City
Council would be Cllr Jim Battle, Deputy Leader, who would be available to comment further on these
issues.
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Manchester City Council values the contribution that the local media can make to the wellbeing of its
community. The Council is calling for a review of legislation and guidance to enable local authority support
for independent local media where this will contribute to the economic or social well being of their
communities.

1.0 The impact on local media of recent and future developments in digital convergence, media technology and
changing consumer behaviour;

1.1 Trends are very diYcult to demonstrate given the current recession, and it depends what is defined as
local media. Manchester local media has suVered some structural decline from advertising displacement to
“new media” although print and radio seemed to have adapted better to this shift.

1.2 Web advertising opportunities that have been generated by local media could be better capitalising
on the revenue potential. Often online media is used as part of the negotiation for press advertising and is
an add on that sometimes devalues this channel.

1.3 It would be fair to conclude that digital developments have lead to slight dissection of media budgets
in Manchester.

2.0 The impact of newspaper closures on independent local journalism and access to local information;

2.1 The impact of local newspaper closures would be harmful for Manchester across many dimensions.
Job cuts have already happened in local papers with a centralisation approach to the news management
eVecting the South Manchester Report and New East Manchester Advertiser and resulting in pressures on
the Manchester Evening News. In total the MEN group axed 150 jobs across their papers and 41 jobs from
Channel M and two local shop units/oYces have been vacated in North and South Manchester, as well as
across the region with a centralised approached in total eight locations across Greater Manchester have been
closed. The job threat for the MEN group is a further 150–200 jobs in the MEN, Channel M and related
services.

2.2 Job losses are not the only impact. Local journalism at ward level will be aVected as journalists are
no longer specialist but generalists across bigger geographical areas and are not located within the heart of
the local catchment areas aVecting the “local voice” and representation of local people.

2.3 Manchester local papers have also been reduced in size with less pages and less local content in the
pagination again eVecting the opportunity for local representation.

2.4 If the local papers were to close altogether then the impact for residents on local information and the
knock on impact on neighbourliness would be dramatic. . The media have helped communicate and inform
residents in regeneration areas of the progress being made, supported the stimulation of the housing market
and helped to generate a sense of community . The local way of life, local issues, what is happening in their
area, local celebration and up coming events would be lost. This could impact what places and spaces could
mean for communities and aVect quality of life in their area. The importance of local media in promoting
awareness and debate about local issues is critical to daily and weekly newspapers. This has become recently
an increasing significant matter given the need for balance and informed coverage in light of the existence
of heightened extreme political activity.

2.5 As a City Council we value the eVectiveness of local media and if this element of marketing collateral
was no longer there we would have to consider using alternative mediums, including possibly more expensive
tools to deliver messages. We receive over 15,000 mentions in local media in relation to PR activity, a very
cost eVective tool to disseminate information. Without this outlet messages would have to be issued via
outdoor advertising, leaflets or direct mail resulting in more costly options and with less editorial weight.

3.0 How to fund quality local journalism;

3.1 Local journalism/local papers have been aVected by structural change and an economic down turn
with reduced advertising revenues. Costs of production have also increased squeezing margins. Some of the
structural change will continue eg motors and recruitment to online mediums but other sectors can remain
robust as the economy recovers. However, decline is likely to continue long term hence eYciencies and
reviewed practices are needed.

3.2 Local authorities may wish to consider supporting local journalism/media using their powers under
Section 2 of the Local Government Act 2000 (LGA 2000) to do anything which they consider is likely to
promote or improve the economic, social or environmental well being of their area eg financial assistance
to safeguard employment and/or ensure the availability of information to the local community or promote
democracy. However, local authorities cannot rely on this power to do anything which they are prohibited
from doing by any other legislation. Section 2 of the Local Government Act 1986 (LGA 1986) prohibits
local authorities from publishing material which in whole or in part appears designed to aVect public support
for a particular political party and from giving financial or other assistance to another person for such
publication. We are concerned that the provision may be interpreted in such a way as to prevent local
authorities from giving assistance for non political purposes to the local press or media where the aim is to
promote the economic or social well being of the area. However committed the local press is to balanced
reporting, it could often be considered to be in breach of the strict test in Section 2 as the local press
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frequently publish material which in whole or in part appears designed to aVect public support for a
particular party when they publish the views of a party or politicians in relation to an issue, letters and
opinion columns. We believe that there should be an exemption from the provisions in Section 2 LGA
1986 for assistance for the press, other media and publishers for particular purposes such as those under
Section 2 of the LGA 2000 subject to suitable safeguards to maintain freedom of editorial control. This could
be achieved by way of amendment to Section 2 of the LGA 1986 or by way of an order under Section 5 of
the LGA 2000. This would allow appropriate investment to be made and partnership agreements to be
developed without undermining media independence.

3.3 The City Council has already made representations in this respect in its response to the Consultation
on the Code of Recommended Practice on Local Government Publicity to CLG. It is also recognised that
any assistance to local press must be state aid compliant.

4.0 The appropriateness and eVectiveness of print and electronic publishing initiatives undertaken directly by
public sector bodies at the local level;

4.1 There are some gaps in the local market at present—the local weekly papers do not go to all
households in Manchester, they cover about 50%.

4.2 As a result Manchester City Council publishes one print mechanic, a quarterly newspaper
(Manchester People) which is distributed by hand to all doors in Manchester, to compensate for our current
local newspapers who cannot achieve this complete distribution. We also do once a year a Student
Manchester People newspaper to welcome our transient population. The aim of these papers is not to utilise
them as a cheaper advertising source for legal notices but as an information guide on major initiatives and
events that have happened or are happening in Manchester. This is seen as a supplementary not alternative
solution to our local press and the editorial weight is obviously lacking. We feel this is appropriate.

4.3 We do not think it is appropriate to seek local sponsorship to support local initiatives which would
achieve little more but reduce revenues for the rest of industry. Where City Councils have developed a rival
weekly newspaper to their local paper in order to avoid obligatory advertising costs this has just further
undermined local newspapers, weakening this valuable asset for neighbourhoods.

5.0 The role and eVects of search engines and online content aggregators on local media;

5.1 The digital age has impacted local media but local media has been in decline for many decades and
other changes have also aVected local media both on and oZine such as free commuting papers (the Metro).

5.2 Search engines are a fast and eYcient way of gathering information but are not an alternative to a
paper however local media needs to adapt to ensure a news appetite can be fulfilled in the online space. The
immediacy of online tools does appeal to society’s appetite for breaking news and the latest information
and as citizen journalism grows the more involved online participants can become. However, the integrity
of journalism such as general accuracy to the extreme of slander is less marshalled in the digital environments
and a concern for public bodies.

5.3 Manchester City Council feels its local media adapted, maybe a little slowly, to the digital move but
has a credible brand and an opportunity to develop its online oVer and we are investigating ways to work
together to achieve more.

6.0 The future of local radio and television news;

6.1 Local radio seems to be fairing well in the challenging and changing media environment and in the
Manchester region has a segmented approach matching audience type to content and has seen new stations
enter the airways (Manchester Xfm). Again the recession will have impact on advertising revenues but so
far not to the detriment of jobs or so as to result in closures. However, local community radios can be
restricted and impinged due to the complication of applying for a licence. The likes of All fm and
Wythenshawe fm are plugging communities issues in a very accessible way that meets their residents’ needs.

6.2 Television news for the region has seen more impact with job losses at Granada and Channel M.
Again rationalisation has been required with the decrease of advertising revenues.
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7.0 The desirability of changes to the regulatory framework for print and electronic local media, including
cross-media ownership and merger regulations;

7.1 Manchester City Council would welcome deregulation on two counts. Firstly the opportunity for
cross media ownership and the potential for merger deals to maximise eYciencies.

8.0 The opportunities and implications of BBC partnerships with local media;

8.1 Partnerships with the BBC need to be seen in the context of commissioning and the regulatory
framework as it will impact upon ITV and in particularly their regional obligations. The demise of regional
news as budgets have been cut and redundancies are apparent in TV as they are in print.

The recently published Digital Britain Report recognises that the costs of ITV’s public service licences
exceed the benefits and action needs to be taken to bring the two in line. The current cost of ITV’s regional
news services in England, the Borders and Wales is around £55 million per annum.

Regional news is ITV’s greatest PSB cost and is unsustainable in its current form.

Options—Partnership with the BBC

At the suggestion of the Government, the BBC and ITV spent several months discussing potential ways
in which the two broadcasters could work together in a partnership aimed at securing a long term future for
regional news on ITV1 by reducing costs.

After months of negotiation, the savings to ITV translated into £1.5 million in 2011 rising incrementally
to around £7 million by 2016. This is not suYcient to keep ITV regional news on air.

Furthermore, if the partnership is to go ahead, ITV would either have to move its main regional news
bulletins out of peak time, or pre-record them. Either proposal would pose a risk to the quality of the ITV
regional news service.

We are therefore pleased that the Government’s Digital Britain Review endorses Ofcom’s proposal for
the sustainable provision of plurality in nations and regions news. This would entail using a small proportion
of the licence fee paid to independent producers of regional news with ITV providing the slots in its schedule.

While the BBC opposes these, its alternative partnership proposal has yet to deliver suYcient value to
sustain a viable regional news service on ITV1.

9.0 The extent of plurality required in local media markets;

9.1 Choice is important and the digital age is supporting a plethora of media platforms to gather
information. There is also a need for rationalisation and occasionally that process consolidates choice in
order to survive.

10.0 Incentives for investment in local content;

10.1 Manchester City Council would welcome the opportunity to invest and investment support for local
content and drive some of the key attributes of our community strategy and ensure our residents and
businesses felt informed. However, we consider that the S2 LGA1986 needs to be addressed as referred to
in paragraph 3 of this submission.

10.2 Neighbourliness, social inclusion, and the promotion of Manchester’s multicultural place are
integral to our Community Strategy and indeed government policy. Local media allows us to demonstrate
our inspiring people, the opportunities, promote a greater sense of participation and well-being.
Regeneration programmes hinge on providing places where social inclusion is strengthened, crime and
disorder reduced and local newspapers help turn deprived areas around by developing communities and
neighbourhoods where people choose to live. This would be made much harder to implement without
local media.

10.3 A city of successful neighbourhoods which attract and retain successful people from diverse
communities where people are supported and feel secure is a story worth telling and local media play a role
in binding our people and place together.

11.0 Opportunities for “ultra-local” media services.

11.1 At present we speak to residents via ward newsletters to provide this “ultra local” information and
there is a void at this level online or via a media service and we feel this could be beneficial.

12.0 Additional points.

12.1 Manchester City Council would like to see support to plug gaps in local media as not all our
population gets access to a weekly newspaper that engages them with their community.

August 2009
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Written evidence submitted by The Association of News Retailing

1. The Association of News Retailing (ANR) welcomes the opportunity to comment on the future of local
and regional media.

2. Local and regional publications form an important part of ANR members’ sales and in many of our
members’ shops local titles can often outsell national newspapers.

3. ANR represents the news industry interest of Association of Convenience Stores (ACS) which is the
campaigning voice of more than 33,500 local shops.95

4. Membership of ACS/ANR comprises both retailers and suppliers, and the organisation prides itself
on its ability to garner information and knowledge from the sector as a whole. This is then used to provide
insight and practical help to benefit all members.

5. Membership consists of: independent community retailers; symbol group retailers such as Spar,
Costcutter, Musgrave; multiple retailers such as Mills News, GT News and the Co-op. (Appendix 1 contains
a full list of ANR members).

6. ANR supports the need for a strong and vibrant local press as a means of ensuring that the community
are able to play an active part in local democracy, not least holding their local representatives to account.

7. Local newspapers also engender a sense of community belonging with local news, including
announcements such as births, deaths, marriages that can create a necessary social cohesion that benefits
the whole community.

8. But even as supporters of local press we would dispute the need for a relaxation of merger regulations
as we believe that a reduction in competition would not be in the consumers interest.

9. Creating regional newspapers groups would undermine the very purpose of local newspapers, for
instance their local content, local and regional news is not the same and we have concerns that such cost
eYciency measures would potentially harm local news.

10. A regional title even with local content would be a poor version of a local newspaper and an even
poorer version of a national newspaper.

11. We recognise how important the internet is to many members of the community, but it should be
remembered that there are large sections of the population that do not use, or do not have access to, the
internet and rely on local newspapers as their primary source for local information.

12. With the rise of the internet has come an increase in plagiarism and copy right infringement and this
issue needs to be looked at in more detail to ensure that not only journalistic integrity is protected, but that
journalist and publishers continue to receive adequate remuneration for the work that they do.

13. It is often the case that local journalism can act as the spark for many nationally covered stories, both
online and in national newspapers.

14. The internet is often blamed for damaging newspaper sales by providing the news free of change, and
this is often blamed for undervaluing the news and damaging both national and local newspaper sales.

15. It is in no ones interest to ignore technological progress and for good or bad the internet is here to
stay together with a generation that sees the internet as a necessary interaction platform.

16. If local newspapers are to thrive then they need to engage with the technological generation for if they
do not, no amount of internet or broadband tax will generate readers, indeed it will just postpone the
inevitable.

17. One way to engage the interest of the young is to provide free local newspaper vouchers to schools
for their pupils, and to include them in the education progress, for instance as part of English lessons.

18. But, the internet is not the only freely available news source. Possibly even worse than free to access
websites, is free newspapers, as these are an even more direct substitute to paid for titles, given away both
national and locally by the very same publishers that produce the paid for titles.

19. The one thing both these events have managed to do is to create a consumer expectation that
information, including the news, can be obtained for free.

20. Free newspapers also remove much needed revenue from community retailers threatening their
existence and further damaging social cohesion.

21. There is no doubt that newspapers made a fundamental error when they set up their websites making
them free to use, but there is also no doubt that giving away the news in the form of free newspapers has
also had an adverse impact on newspaper sales.

22. Everyday in London the Metro alone gives away 735,712 free newspapers, and in the regions there
are a further 599,288 copies are given away96 is it any wonder then that many people have given up the habit
of purchasing a newspaper.

95 More information can be found at www.acs.org.uk and www.anr.org.uk
96 ABC—Owned by the media industry, ABC independently verifies and reports on media performance.
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23. Some publishers have even taken their paid for titles and converted them to free publications,
removing them from the newsstand, oVsetting the loss of cover price income with the increase in advertising
revenue. This was fine when advertising was buoyant but as ad revenues decline the titles are suVering. Had
they remained paid for they would now have a dual income stream to rely on.

24. News International has recognised the need to charge for its online content with other publishers
looking to follow suit. Newspaper publishers should also recognise the cannibalistic eVect that their own
free newspapers have on the paid for copy and look at reversing this trend.

25. The practice operated by many local councils of producing their own in-house newspaper/magazine
has had a detrimental aVect on the local press. Not only do they remove a valuable income source, when
the council needs to present the community with information, notices etc they also compete for advertising
income unfairly depriving local publications of much need income.

26. Not only does this practice badly undermined the local press but it does a major disservice to the local
community.

27. These publications sing the virtues of the local authority/council in a very biased way. Instead of
giving a measured and unbiased account of the actions of the authority they are often no more than
propaganda sheets dressed up to look like an independent publication.

28. Councils should not be allowed to set up their own community newspaper; they should be legally
obliged to use independent local media sources to communicate with the electorate. If the message cannot
stand the scrutiny of local reporters, then maybe it’s the message that should be changed not the method
of delivery.

29. Local publishers should look to utilise the existing national newspaper wholesale network when
considering their distribution process. These wholesalers, Smiths News and Menzies Distribution, in eVect
cover the entire country and there are obvious copy management and distribution synergies to be had
through, supply monitoring and allocation, delivery and returns collection.

30. Local and regional publishers should focus on the core activities surrounding the publication of
newspapers, and contract out none core activities such as distribution to, for instance, the national
newspaper wholesalers.

31. We have to decide what is important to us as a community and create or amend existing models to
enable us to achieve these desired aims.

32. If it is believed that local newspapers are an important part of community life, then new readers need
to be encouraged to read them, what better place to do this than schools.

33. Community representatives, for instances local councils, also need to do their part and not compete
with, but use, local newspapers.

34. Free newspapers damage the paid for copy by creating a culture of expectation that will undermine
any chance of selling newspapers. Fine in a booming economy but sustainable in the longer-term.

35. Before any form of financial support is given to publishers these issues need to be addressed.

August 2009

APPENDIX 1

ANR MEMBERSHIP JULY 2009

Member Store numbers

Co-operative—all fascias 3,600
GT News 63
Martin McColl 1,293
Mills 73
News Express 70
The Local (FQR) 252
WRVS 500
Best-One 1,900
Costcutter 1,388
Landmark 1,760
Budgens Local (Musgrave) 187
Centra 90
Londis 1,714
Nisa Today’s 1,255
P&H Retail 450
Premier 2,250
Select & Save 77
Spar UK 1,940
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Member Store numbers

Independents 9,000
BP 351
Esso on the run 355
Murco 111
Pace 295
Park Garage Group 85
Snax 24 43
Total 509
HKS Retail 23
Garage Watch (Various brands) 400
Lakeside 90
Jet 430
Udgens Xpress/Pace 22
Costcutter/Murco 212
Mace 272
Spar Forecourt 617
Other Forecourt 150
Haddows 96
The Local 210
Thresher 571
Wine Rack 313
Drinks Express 16
Wine Fair 34
Wine Cellar 172
Total membership 33,479

Written evidence submitted by Salford Star magazine

Please find below a submission from the Salford Star magazine for the Culture Media and Sport Select
Committee with relation to the above inquiry with particular reference to: The impact of newspaper closures
on independent local journalism and access to local information; How to fund quality local journalism; The
appropriateness and eVectiveness of print and electronic publishing initiatives undertaken directly by public
sector bodies at the local level; The extent of plurality required in local media markets;

Incentives for investment in local content; Opportunities for “ultra-local” media services . . .

Background

The Salford Star magazine was founded in May 2006 with the object of changing the concept of
“community magazines” forever. Or, as we stated at the time . . .

. . . a magazine that takes any concepts of “dull, worthy, community newsletters” and somersaults them
into a new accessible, professional, exciting, sexy dimension.

. . . A magazine that gives ordinary people a voice and empowerment and a showcase …

. . . a magazine that changes lives.

Meet the Salford Star—written and produced by Salfordians for Salfordians—with attitude and love…xxx

The Salford Star was independent, big (bigger than A4 and up to 100 pages) and glossy, competing with
anything else on the news stands. It was also free, accessible and inclusive. 15,000 copies were distributed
all over the city, some door-to-door, others via bookies, chip shops, launderettes, doctors waiting rooms,
pubs and handed out on precincts. It gave people a voice, pioneered the concept of “citizen journalism” (we
gave out the world’s first citizen journalism certificates), and backed it all up with hard core investigative
journalism that took the magazine to runner up in the Paul Foot Awards two years ago.

The magazine covered heritage, culture and local celebs, but its backbone was the investigation of the
spending of public money in the city, and in particular the regeneration zones of Central Salford. It was
about accountability, transparency, democracy and all those other things that were born in Salford over
100 years ago.

We ran stories on everything from the publicly funded Lowry centre excluding local young people, to the
true amount of jobs to be generated by Media City UK, to Peel Holdings attempting to “buy” a local
election.
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The Salford Star had the overwhelming support of the local community, evidenced by the amount of
letters, e-mails, texts and phone calls we received (and still receive).

The Salford Star also won many awards—the Paul Foot award for Campaigning Journalism (over two
years short listed and longlisted); Magazine of the Year (How-Do); Plain English Campaign Regional
Newspaper of the Year; the Millennium Award and, of course, Salford’s Lotta Bottle Award.

Over 100 volunteers worked on the Star—from writers to photographers, graphic artists, layout artists,
distributors etc—while spin oV magazines included community relations work with local young people and
children of asylum seekers. We also ran training courses in journalism, photography and graphics.

When we began producing the Salford Star oYcial figures revealed that only one fifth of Salford’s
community had access to the internet. This is why it was so important for the magazine to be a print
publication. Now, we estimate the figure has grown to around one third. Which means that two thirds of
Salford’s community has no access to the internet.

Yet Salford’s community magazine is now only available online (www.salfordstar.com).

So what went wrong?

Before the Salford Star was in print we got start up money from UnLtd, Awards For All and devolved
money from Salford Council via the East Salford Community Committee. From the day the magazine
appeared we haven’t had one penny of public subsidy—Salford Council even re-wrote its constitution on
devolved money for Community Committees just for “publications” and then decided we didn’t meet its
new criteria.97

Obviously a magazine that is investigating the use of public money is biting most of the hands that could
feed it. So all public money that we have applied for has been unsuccessful (despite all our journalism awards
by independent organisations); and advertising from public bodies—ranging from the Police to the Council
to its “arms length” companies to the NHS to the PCT to the University to The Lowry to the Colleges—is non
existent. Three things should be taken into account here…

(1) The Salford Star is reaching and is trusted by the so-called diYcult to reach people to whom these
bodies are supposed to be desperately trying to promote their services (with their huge budgets
from public money).

(2) Salford is a regeneration economy—the only money in town is public money. Any true independent
media cannot sustain itself in this city without either advertising from public bodies or funding
from public bodies. But they are not going to support a publication which may show them in a
critical light.

(3) On the other hand, “safe” (non critical) community magazines in the city get money thrown at
them by public bodies…

Despite everything ranged against it, the Salford Star, through donations, advertising from small
businesses and independent community centres, and sales of merchandise, did manage to sustain itself in
print for over two years. In September last year we produced the final print edition and have been online
ever since, all revenues paying oV the company overdraft from that issue.

The story of the Salford Star has received prominent media coverage including big features in The
Guardian, The Independent, New Start, Regeneration magazine, Press Gazette and The Journalist. Our
campaign has also been taken up by many organisations including local National Union of Journalists
branches and the Campaign For Press and Broadcasting Freedom.

Meanwhile…

Salford City Council awards itself a budget of £175,000 for its own magazine, LIFE, to be paid for by
adverts from public bodies, including the City Council itself.

We take on board the fact that LIFE gets distributed via the Royal Mail to the vast majority of households
in Salford, while the Salford Star only printed 15,000 copies, but it’s hardly a fair playing field. In fact, there
is no print playing field at all in Salford as the Council’s is now the only magazine being produced.98 Again,
there are two factors…

(1) When we did our own pre-launch research into a potential community magazines we were told by
the community in no uncertain terms that if we produced a magazine that looked anything like a
Council publication it would end up straight in the bin—so there’s a quality question there as to
whether anyone actually reads LIFE (the “satisfaction” research done by the Council is
hopelessly skewed).

97 See How Salford City Council Stopped The Community Funding the Salford Star (issue 5—http://
domain945611.sites.streamlinedns.co.uk/p/issue-05/features-05-08.html)

98 See The Pravda Factor (http://www.salfordstar.com/article.asp?id%83) and Council Mags—The Zzzzzzzzz Factor (http://
www.salfordstar.com/article.asp?id%82)
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(2) A Lib Dem councillor resigned from LIFE’s editorial board last year calling it a “propaganda
vehicle for the cabinet” and “an often misleading and relentlessly and unjustifiably upbeat
publication.”

So where is Salford’s community going to get independent information?

There is now no independent print media based in Salford at all. The Salford Advertiser has shut its oYce
and moved in with the Manchester Evening News, having sacked journalists. Both these newspapers are
understaVed, with underpaid 9am–5pm journalists who just don’t have the time to do proper investigative
pieces which take hours and hours of research. What we are seeing now all over Salford’s media (including
salfordonline) is basically uncritical, unquestioning re-writes of press releases.

Virtually every week we see consultations on multi million pound schemes which directly aVect people’s
lives, and they are being asked to vote based on no independent information. In a huge sense it’s
disenfranchising people.

As the salfordstaronline.com we are putting as much info as possible onto our website but this is unpaid
work with a massive human cost to those of us with families.

Ironically, we’re now getting more readers online than ever read the printed magazine but the majority of
readers are not from the Salford communities we were set up to serve. We repeat—two thirds of Salford
people do not have access to the net.

Why do we do it? Because if you believe in democracy and a free press and you have the skills, you have
to do it, somewhere, somehow . . .

Community journalism is a diVerent to paid journalism for a publication owned by a media mogul or
corporation. It’s much more than a job or a career. We do it because we care . . . because we live in the
community . . . because our kids and families live in the community . . . because we want to make our
community a better place.

How long we can go on for without any pay is another matter…

What to do?

We wrote a polite letter to Hazel Blears, Salford MP and at the time Secretary of State for Communities,
when she had just published the white paper, Real People, Real Power, stating that “a strong independent
media is a vital part of any democracy”. We asked her to show us any public fund that was set aside to
support independent print media like ours. She never even replied.

We believe that there should be a fund to support local investigative journalism and independent print
media. Community radio has such a fund so there is a precedent. We also believe that the fund should be
independent of both government, local councils and large third sector institutions that masquerade as being
“independent”. Perhaps it should be administrated by the National Union of Journalists…

Judging on our experiences of trying to sustain the Salford Star we remain intensely cynical of anything
changing. This committee has to ask itself whether it thinks the local world would be a better place without
media such as the Salford Star…

Stephen Kingston
Editor and Co-founder Salford Star magazine

August 2009

Written evidence submitted by the Local Government Association

The LGA Group works with and on behalf of the local government sector. The Local Government
Association (LGA) represents over 400 local authorities in England and Wales; together these councils speak
for over 50 million people and spend £113 billion a year delivering services on their behalf. For further details
please see www.lga.gov.uk.

Introduction

1. The Committee has sought views on a wide variety of issues, which this submission addresses in the
round from the point of view of local authorities. Councils have a close relationship with their local
newspapers, and want to see a strong local press undertaking more proactive scrutiny of local democracy.

The Role of Council Magazines

2. Many local authorities operate their own newspapers as a means of communicating with the public.
The LGA has actively encouraged councils to do this since the launch of our Reputation Campaign in 2005.
This campaign aims to encourage local authorities to improve their communications with residents, and sets
out five basic core actions for councils that are proven to improve resident satisfaction when delivered well—
one of which is to produce a newspaper. More than 250 councils have signed up to the campaign.
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3. The Reputation Campaign was launched following independent research conducted by Ipsos/Mori
that showed two-thirds of residents know nothing or next to nothing about local government. This lack of
knowledge is not confined to the intricate workings of a town hall—it extends to the full range of services
local councils provide. One of the biggest complaints made about local government is that people feel a
disconnect between what they see as ever increasing council tax bills and what they actually receive in return.
The reality is that a typical council is involved in 800 diVerent activities, delivering a range of services that
are vital to keeping local people safe and secure.

4. A typical council magazine is distributed three or four times a year, and 98% of councils say they
produce their magazine to provide information about public services; often including police and health
services. With the best will in the world, the local media cannot provide the same amount of information
about how to access services as a dedicated council publication can. Whether it is by providing a number
to call to report nuisance neighbours, oVering information on how people out of work can access training
opportunities or featuring the work council staV do to keep the streets safe and clean, only council
newspapers can keep residents fully informed about the services on oVer where they live.

5. Councils have recently come under fire for competing with the local press by producing magazines. The
LGA strongly opposes this view, and supports councils’ right to communicate with their residents in a direct
and value for money way.

6. The LGA’s Analysis and Research team (LGAAR) undertook a survey of local authorities to gather
the most up to date and informed picture of how, why and when councils produce magazines. The results
of this survey are enclosed as a technical annex to this submission. The LGAAR survey supports three
statements about the relationship between council magazines and the local and regional press:

Council magazines do not pose a threat to local newspapers

7. Local newspaper proprietors have argued that council magazines take advertising that previously went
to local papers. Our survey does not bear this out. A quarter of council magazines carry no advertising at
all, and a third comprised less than 10% advertising.

8. Council magazines are not produced frequently. The Newspaper Society definition of a newspaper
requires it to come out once a week or more frequently. Over half of all respondent councils produce a
magazine only three or four times a year, and 79% up to only six times a year.

Local newspapers are suVering because of falls in advertising revenue and the rise of digital platforms

9. The local newspaper business model relies heavily on advertising—which accounts for 68% of
turnover. Advertising spend has been in a general decline in recent years of between 10%–20%, but since the
recession hit, key advertising sectors such as housing, cars and jobs have plummeted. Newspapers are also
exposed in the trend towards advertising online. In 2007 all media sectors except Cinema and Radio lost
market share to the internet.

10. The corporations that own the local press are though seeing growth in revenue from digital and online
operations, for example Trinity Mirror has seen digital revenues increase by 35.6% (£34.3 million) and 27%
(£43.6 million) in 2007 and 2008 respectively. In February 2008 Trinity Mirror acquired £13million worth
of new digital assets. Over the same year (2008) the group closed 28 newspapers.

Councils want to work closely with their local newspapers

11. The LGA and local councils support a successful and vibrant local media. It is essential for local
democracy that journalists scrutinise the workings of local councils and help hold elected representatives to
account. 20% of councils in areas with struggling local papers have taken action directly to help their local
paper, usually through taking out longer term advertising contracts or running campaigns in the local press.
Many councils also use distribution networks owned by the local press for their in house magazines.

12. Statements of support for the local press that were written in to the LGAAR survey by councils are
included at Annex A.

Annex A

Statements of support for the local and regional press from the LGAAR survey

— “Newspapers form a vital part of the local community and we recognise them as a key partner in
the work we do, often as a critical friend. They are invaluable for getting messages out to the public
and especially for consultation and community engagement.”

District, North-West

— “We distribute our magazine with a Newsquest title thus providing one of our two local weeklies
with a further revenue stream.”

District, West-Midlands
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— “We are a key sponsor of Newsquest’s Green Guardian environmental initiative”

London Borough

— “We are currently in conversation with the only local newspaper on advertorial spreads and website
presence to continue to support the local media while maximising the eVectiveness and expenditure
for the council.”

Unitary, East of England

— “We work closely with our local media. We don’t do news, they do. They don’t do Council
information, other than when it’s news, we do. We don’t take advertising, they do. It’s a good
working relationship that we both understand.”

District, East of England

— “We rely on our local paper for distribution.”

District, West-Midlands

— “One of our local papers moved out of town to its neighbouring oYce. We met with the local group
editor to protest about the move and see what we could do to help—even oVering them use of
oYces or the potential to use a new community building we are constructing”

Borough, South-East

May 2009

Written evidence submitted by RadioCentre

Background

1. RadioCentre is the industry body for Commercial Radio. Its membership comprises the overwhelming
majority of UK Commercial Radio stations, who fund the organisation. RadioCentre is governed by a
board of eight directors, representing a cross section of the industry and including all the major Commercial
Radio groups.

2. The role of RadioCentre is to maintain and build a strong and successful Commercial Radio industry
in terms of both listening hours and revenues. RadioCentre operates in a number of areas including working
with advertisers and their agencies, representing Commercial Radio companies to Government, Ofcom,
copyright societies and other organisations concerned with radio. RadioCentre also provides a forum for
industry discussion, is a source of advice to members on all aspects of radio, jointly owns Radio Joint
Audience Research Ltd (RAJAR) with the BBC, and includes copy clearance services for the industry
through the Radio Advertising Clearance Centre (RACC).

Executive Summary

3. RadioCentre’s submission to Lord Carter’s Digital Britain project set out Commercial Radio’s vision
for a digital future; a vision which encompasses the needs of listeners, advertisers and industry.

— To deliver the majority share of radio listening in Digital Britain.

— With three strong tiers of listener choice:

— Strong national brands to compete with BBC.

— Large local and regional services, on DAB, to deliver news, information and
entertainment to reflect the tastes of their area.

— Small local and community services in smaller towns.

— Via new content, innovative programming and interactivity.

— Which, as a consequence, re-engages advertisers’ passion for radio and grows our revenues, fuelling
further investment in content.

4. This paper therefore considers how Commercial Radio can contribute to a strong and plural local
media ecology in the context of this digital ambition; and what impediments need to be removed in order
to secure this future.

5. It proposes a number of regulatory and legislative changes that are informed by the dramatic
transformation in the media landscape. These proposals are shaped by the way in which Commercial Radio,
like television and print media, is being aVected the combined eVect of severe economic downturn and
significant structural change in advertiser behaviour.
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6. In radio this has been compounded by an increased dependency on national advertising, by a trend
towards national rather than local radio listening, and by a growth in the number of local licences leading
to an over-supply in the market.

7. The overall impact on the Commercial Radio market has been a downturn in revenues and
profitability.

8. However, against this background we continue to believe that radio’s ability to connect and
communicate with local audiences in a convenient and complementary way will enable it to thrive in the
digital age. But in order for this to happen, there must be recognition that the structures and frameworks
of the past are unlikely to be fit for purpose in the future.

9. As a result, the Commercial Radio industry has called for a number of specific measures which it urges
the Committee to support as the Digital Britain process is carried forward by Government in the coming
months.

— A new method of regulating local radio, which delivers operational flexibility for stations but
ensures that the content which matters most to listeners is delivered.

— Measures to enable the radio industry and Ofcom to re-plan the local DAB network, including
giving new powers to Ofcom to merge and extend multiplexes and change frequencies, and
committing public money to support the extension and enhancement of coverage.

— An extension to all current analogue radio licences up to digital switchover to ensure greater
certainty and focus on migrating to digital.

— An extension to DAB multiplex licences to provide security and an incentive for the significant
investment in the new coverage map.

— New OFT rules on local media mergers, applied equitably across all local media.

— New rules on media ownership to allow plurality to be assessed across all media rather than within
a single sector like radio.

Introduction

10. In March 2009 RadioCentre’s submission to Lord Carter’s Digital Britain project set out Commercial
Radio’s vision for a digital future; a vision which encompasses the needs of listeners, advertisers and
industry.

— To deliver the majority share of radio listening in Digital Britain.

— With three strong tiers of listener choice:

— Strong national brands to compete with BBC.

— Large local and regional services, on DAB, to deliver news, information and
entertainment to reflect the tastes of their area.

— Small local and community services in smaller towns.

— Via new content, innovative programming and interactivity.

— Which, as a consequence, re-engages advertisers’ passion for radio and grows our revenues, fuelling
further investment in content.

11. We believe strongly that radio’s ability to connect and communicate will enable it to thrive in the
digital age. But in order for this to happen, it is important to understand the fundamental changes in the
media landscape and the need to move to a new framework.

A Transformed Landscape

12. Reports of traditional media’s death are premature, particularly if the right steps are taken now by
industry, by government and by regulators. Radio, in particular, has a clear role in a world where people are
increasingly busy but still require relevant information and personal entertainment delivered in a convenient
and complementary way.

13. Yet the industry needs to act decisively and promptly to modernise itself in order to remain relevant
to listeners and advertisers. That work is already being undertaken in planning the drive to digital, in
partnering with the BBC to devise interventions that will secure radio’s place in the digital age, in building
new business models and in innovating new content.

14. Like television and print media, Commercial Radio is feeling the combined eVects of a severe
economic downturn and significant structural change in advertiser and, to a lesser extent, consumer
behaviour. In particular, the migration of advertiser revenues to on-line and digital media has had an eVect.
To put this in context, in 2003 internet advertising revenue was comparable to that of radio; by 2007 it was
nearly six times the size of the radio market.99

99 Ofcom, The Communications Market 2008, p 52.
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15. In contrast to the behaviour of advertisers, overall consumer behaviour towards radio has changed
positively (albeit less dramatically). Despite the rise of new media propositions include online music
providers such as Last.fm and Spotify, radio recently recorded its highest ever reach: 90% of the UK
population listen to the medium every week.100

16. Commercial Radio’s share of listening has, however, declined in recent years from a high of 49.2% in
1999 to 41.6%101 today. Almost all of this transfer of listening has been from local Commercial Radio to
national BBC radio. This reflects trends in other sectors with the rise of global brands and a desire from
consumers to interact (principally online) with others who share their interests, regardless of their location.

17. However, in terms of share of the local listening market, Commercial Radio continues to perform
well, gaining 76% of all local radio listening and 91% of all local listening by those aged under 50.102

18. At its launch in 1973, Commercial Radio was established as a local proposition. For thirty years,
licences were awarded to defined geographical areas, with programme formats and news provision designed
to appeal to the locality. Initially all held in separate ownership, from the start these licences had strong
listener appeal. However, the growth in the number of licences overseen by three regulators (the IBA, the
Radio Authority and Ofcom) outstripped growth in audience or revenues. (see figures 1, 2 and 3 below)

Figure 1

NUMBER OF LOCAL COMMERCIAL RADIO STATIONS AND UK GEOGRAPHIC
COVERAGE103
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100 Rajar Q1 2009.
101 Rajar Q1 2009.
102 Rajar Q1, 2009.
103 Ofcom. The Communications Market 2008, p 244, Figure 4.11.
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Figure 2

NUMBER OF LOCAL COMMERCIAL RADIO STATIONS AND THE VOLUME
OF LISTENING TO COMMERCIAL RADIO (BILLION HOURS PER ANNUM)
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Figure 3

NUMBER OF COMMERCIAL RADIO STATIONS AND TOTAL COMMERCIAL
RADIO SECTOR REVENUES (£m AT 2008 PRICES)
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19. Commercial Radio’s local audiences and revenues can be seen to have cannibalised themselves as a
result of over-supply in the market. The current economic situation compounds these challenges with
revenues at a five year low: total revenue for Commercial Radio in Q4 2008 was £116 million;104 the lowest
quarter since the publication of the Communications Act in 2003.

20. Research conducted by RadioCentre for an independent report commissioned by Digital Britain has
found that this downturn in revenues has translated to an extremely serious position in terms of profitability.

— Currently, half of all Commercial Radio stations are loss making, with two thirds of all stations
(66%) loss making or only generating profits of less than £100k per annum.105

— 80% of stations serving populations of '700,000 are loss making or generate profits of
'£100,000 per annum.

104 RAB.
105 Stations generating profits of less than £100,000 per annum are extremely vulnerable to relatively small downturns in revenue

(less that £2k per week, equivalent to one major client).
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— 12% of stations are predicting to lose more than £250,000 in the current financial year (of whom
more than 80% also lost (£250,000 last year and of those almost 70% also lost (£250,000k in the
previous financial year).106

— Taken together, this data suggests that the industry as a whole is loss-making.

21. The downturn in revenues and its eVect on profitability may be partly attributable to a growing
contradiction: while the heart of Commercial Radio’s output is local, the heart of the industry’s revenue is
national. 72% of the sector’s revenue is nationally secured and, within this, the top 50 national advertisers
provide more than half of the industry’s revenues.107

22. The growth in the dependency on national revenues for a primarily local medium has evolved over
the 35 years of Commercial Radio’s existence and reflects profound social and media changes. For example,
the growth of national retail brands, the decline of the traditional high street in favour of out of town retail
parks, the loss of local franchises in core sectors of the local economy like car dealerships or estate agency
have all triggered a trend towards national advertising.

23. This has been accelerated by parallel media trends (eg small local cinemas evolving to branded city
multi-screens, the loss of regional ITV franchises and the decline of regional/local press). The rise of the
digital economy, of course, then completes this transition with new technologies facilitating the emergence
of global aggregators and media owners.

24. So a prosperous future for Commercial Radio must include oVering the programming formats and
station coverage that appeal to national advertisers—whether for stations licensed on a national or a
local basis.

25. Add to this the need to invest in DAB, DTT, on-line and mobile broadcasting to secure a digital future
and competing with an ever-stronger BBC, and it is clear that the world in which Commercial Radio
operates today is transformed from that into which it was created.

A transformed landscape requires a transformed framework

26. So whilst some suggest that the industry’s future lies in a return to the practices of the past, the
evidence points strongly in the other direction.

27. Self evidently the operational model which worked for Commercial Radio in the 70s cannot be relied
upon to secure local radio in today’s market. When Commercial Radio was established there was only one
local station per area, and many areas had no provision at all, there were three television channels, no mobile
phones and, of course, no internet. The picture outlined above could scarcely be more diVerent.

28. So, what might the future hold for local Commercial Radio, for its place as a provider of local news
and information, as a connector in communities, and as a contributor to local plurality?

Varied Approaches

29. There is no single blueprint of a Commercial Radio station in the UK, or even of a Commercial Radio
company. Some stations are independently owned, often by talented enthusiasts involved in day to day
operations, others by large national or international private or public companies, either operating solely in
radio or across other media. Similarly, radio groups have diVerent strategies to support listeners—some with
national brands delivered locally, some with stations which only exist in their locality.

30. These diVering strategies do not, however, undermine the continued delivery of the local news,
information and connectivity which listeners value. Research conducted by RadioCentre during April
2009 found that: 75% of local stations broadcast local news for more than 8 hours a day, with 65%
broadcasting local bulletins for 12 or more hours.108 A comprehensive audit of the industry carried out in
2008 found that, on average, each station broadcasts:

— 22 news bulletins every day, each of which lasts on average three minutes. Almost 70% of these news
bulletins contain local news;

— 17 weather and 12 travel bulletins each day;

— Five “What’s on” bulletins every day. The average duration of a bulletin is just over a minute, a
33% increase on 2004;

— 25 charity bulletins every week; and

— promotes nearly 28 diVerent community events and organisations every week.

106 RadioCentre. Profitability and localness survey of local Commercial Radio, March 2009.
107 Radio Advertising Bureau, 2008, Advanced Radio Revenue Indicator (ARRI).
108 RadioCentre, Profitability and localness survey of local Commercial Radio, March 2009.
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Regulation of local radio in the 21st Century

31. This data demonstrates that Commercial Radio is meeting one of its key public policy roles: to
provide compelling local content. However, digital technology presents opportunities to produce, edit and
transmit compelling local content in new ways. This opportunity to modernise local delivery in light of the
opportunities presented by digital origination has, however, been stymied by existing legislation and
regulation.

32. In the analogue radio era, the provision of localness was founded on successive regulatory emphasis
on programming inputs as the best proxy then available to secure local programming outputs. Where the
studio is based or how many hours of programmes are broadcast from a certain town are input measures
designed to secure locally relevant output.

33. But, digital technologies render these proxies redundant. A Google server in Seattle is able to deliver
locally based search on Indian restaurants in Brighton; a printing press in Derby can digitally print a
newspaper for Plymouth and a citizen in Glasgow can post a video from his mobile phone of the airport
attack on YouTube for his aunt to see simultaneously in Australia.

34. So for radio, local content can be made and produced anywhere. The key in the digital age is to ensure
that content is relevant and engaging for local listeners. We are moving to a digital age, where listeners in
Penzance expect up-to-date and accurate local traYc news but recognise that accuracy might be delivered
by a GPS satellite in space whereas in the analogue days it could only be delivered by a traYc observer
standing on the local high street.

35. News hubs, a deregulation already enable by Ofcom, are a good example of how breaking free from
traditional production techniques can improve the service oVered to consumers. In operating news hubs,
stations’ news gathering eVorts remain focused within the local area, but bulletins are compiled and read
from a shared central resource. Other examples of new programme production techniques include
networking of well-known presenters across several stations but inserting station-specific locally-relevant
information; pre-recording custom local information to enable it to be broadcast even when a station cannot
aVord to be live; and using technology to provide tailored information to diVerent geographical areas
simultaneously.

36. In order to enable stations to maximise the benefits of the digital age, we advocate changing the
regulatory model from input-based regulation for the analogue era to output-based consumer needs for the
digital age. We are therefore working with Ofcom and Government to devise a new method of regulating
local radio going forward. Our shared objective is to deliver the operational flexibility stations need, whilst
ensuring that the content which matter most to listeners is delivered.

37. We believe this should include:

— Increased flexibility to co-locate stations within defined geographical regions;

— The opportunity to merge adjoining stations where appropriate in order to ensure their ongoing
viability;

— A significant reduction in the dependence on locally-produced hours as a proxy for the delivery of
local content which listeners value most highly;

— A reduced dependence on music output as a defining characteristic of local Commercial Radio
services.

38. A model which delivers these objectives, and which also dovetails with our digital ambition for radio
has the best opportunity of success for the sector going forward.

39. Just as not all stations take full benefit of all the regulatory freedoms they currently have, so there is
no reason to expect they will do so in the future. We noted earlier that a recent survey undertaken had found
that 65% of local stations broadcast hourly local news for 12 or more hours a day; that survey also found
that, even if there was no regulation whatsoever, only 6% would reduce their local news output to less than
12 hours a day. It is not regulation that secures the delivery of localness, but an underlying understanding
of how local relevance secures a viable business.

Planning for a digital future

40. Earlier we set out that our vision for Commercial Radio in a Digital Britain included three strong tiers
of listener choice. In this submission we have focused on the interventions required to support the second
and third elements of our vision:

— Large local and regional services, on DAB, to deliver news, information and entertainment to
reflect the tastes of their area.

— Small local and community services in smaller towns (that are likely to remain on FM at least in
the medium term).

41. For example, the localness deregulation outlined above will be crucial in ensuring local services are
in good robust shape for migration and so that, while they remain on analogue, they provide the financial
security that radio companies need in order to invest in migration. In particular, facilitating mergers of some
smaller local services will aid the transition to the digital world.
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42. However, in order to deliver the large local services on DAB, it will also be necessary to introduce
measures to enable the radio industry and Ofcom to re-plan the local DAB network. In practice this means
re-planning the current map for local DAB and facilitating a build-out of local DAB networks.

43. At present too many of local DAB multiplexes are too small to be viable. We have therefore proposed
that the industry and Ofcom will undertake a process to reassess how and where local multiplexes operate.
Ofcom will then need new powers (to merge and extend multiplexes, and to change frequencies where
necessary) so that results of this process can be implemented.

44. Delivering this new map will require public money to support build-out and to increase the robustness
of coverage. But the benefit of this will be to ensure that local DAB reaches FM equivalence, thus enabling
switchover to become a reality for many local services.

45. Once this process is complete it will also be necessary to provide an extension to DAB multiplex
licences to ensure that multiplex owners have the security that they need. This is especially important due
to the significant investment that will be required in reconfiguring the technical infrastructure as a result of
re-planning.

46. In addition, radio stations migrating from analogue–digital simulcast to a digital-only world, require
confidence that analogue licences will continue to generate revenue until audiences transfer to digital.
Operators would be unable to commit to digital if some of their simulcast brands were to risk their AM–FM
distribution being withdrawn or face re-advertisement prior to switchover. An extension to all current
analogue radio licences up to switchover is therefore necessary.

47. While these changes will provide particular benefit to larger local services, many are also important
for the future of smaller local services (those that likely to remain on FM in the medium term). In particular
the rollover of analogue licences and localness deregulation will enable them to be in the best possible shape
in order to contribute to localness and plurality in Digital Britain.

Plurality

48. As we have noted, Commercial Radio delivers high levels of local news and information across its
local stations and therefore the industry’s very existence makes an important contribution to plurality at a
local level. It is valued highly by its audiences and is an important local medium. It plays an essential role in
local democracy and accountability, with an editorial independence that is secured by legislatively-enforced
impartiality requirements.109 Perhaps as a result of this importance, the industry tends to attract a level of
regulatory and parliamentary scrutiny disproportionate to its size and scale, including inappropriately
detailed ownership regulation.

49. There is growing evidence that consumers rely less on single sources of information and local
viewpoint. Independently research commissioned by RadioCentre110 found that half or more of the
population are able to access local news and information from TV (50%), newspapers (53%) or the internet
(58%), as well as radio (79%). As long ago as 2007, it also found that (88%) thought there were more diVerent
places from where they could get their local news and information than there were five years ago; this figure
likely to be higher today. Less than half of those surveyed (43%) said that radio provided content which they
could not get elsewhere whereas almost three quarters (74%) attributed that characteristic to the internet.

50. These findings do not diminish the importance of radio, but they do provide evidence that indicates
it is time to reconsider the radio-specific rules on the concentration of ownership. There are two types of
separate but related processes aVecting local radio ownership—rules governing local and regional media
mergers (as reviewed recently by the OFT); and regulations on media ownership, which were created to
protect plurality in a single media sectors and between sectors (to be reviewed later this year by Ofcom).
Both of these rules should be revised to reflect the transformed media landscape.

— New OFT’s rules governing local and regional media mergers—These rules focus too narrowly on
the impact of mergers within a single-media market and have been subject of a review by the OFT
following the Digital Britain Interim Report.

A broader interpretation of media markets is required, which recognises how local media are
substituted for one another and the way this competition keeps prices down for advertisers in
particular.

— New rules on media ownership regulations—The current regulations111 include detailed points
systems limiting ownership in order to protect plurality in single media sectors and across media.
This limits consolidation and enforces artificial separation of media companies (eg two
Commercial Radio stations plus the BBC in local areas).

Ofcom is reviewing these rules later in the year and must take the opportunity to remove single sector
consolidation constraints.

109 Section 320, Communications Act 2003.
110 The Big Listen Phase 3, Base: 10,375 Commercial Radio Listeners, Source: You Gov, June 2007.
111 The Media Ownership (Local Radio and Appointed News Provider) Order 2003.
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51. A consistent approach across both these areas is also important in order to ensure that Commercial
Radio has the same freedom as other local media (such as local press). There must be no asymmetry in the
rules and their application at a local level.

52. Retaining the status quo risks more station closures and a further decline in competition and plurality
in local media, whereas changes to existing rules will enable radio to compete with its freer new media
competitors and provide real benefits for listeners.

Partnerships and new approaches

53. As we enter the digital age it may be that there is more that unites than divides the diVerent sectors
within local radio—Commercial, BBC and Community. To that end, Commercial Radio is developing
partnership ideas with BBC Local Radio and Community Radio.

54. These ideas include pooling audio content, sharing infrastructure, technology and expertise, informal
talent swaps and hosting joint on-air events. We recognise that each sector will have an important and
distinct role to play for its diVerent audiences, but our discussions have revealed opportunities to share costly
infrastructure burdens and provide mutual support.

55. Should we decide to pursue our discussions to a more formal conclusion, we are keen to ensure that
any partnership does not undermine the editorial independence of each sector, thereby ensuring that, in local
radio alone, there are at least three separate voices contributing to local plurality.

Conclusion

56. Radio can and will thrive in this digital age. However, if Commercial Radio is fully to seize the
opportunities oVered by digitisation, regulation that unnecessarily limits and restricts the industry must be
re-shaped.

57. At the local level, commercial stations will continue to serve their local community with dedication
and passion. In a globalised world, outstanding local output carries an even higher value. Yet this local
output is threatened; the system under which it is currently produced is no longer viable. Re-targeted
localness regulation, relaxed ownership rules and partnerships with fellow radio providers will, in totality,
advance the industry’s digital ambitions and help secure a healthy and prosperous local Commercial
Radio sector.

May 2009

Written evidence submitted by Andrew Harrison, RadioCentre

It was good to see you last week, in York, along with some of your colleagues from the Culture, Media and
Sport Select Committee. It certainly seemed that there is an “appetite” for seeing your committee outside
Westminster! As a representative of the 300! local commercial radio stations in this country, I am naturally
pleased that your committee has chosen local and regional media as the subject for its current inquiry, and
I look forward to giving evidence later this year.

What was clear from last Wednesday’s meeting was the importance that continues to be attached to the
local and regional media sector by everyone. I’m sure that this sentiment will be repeated throughout your
inquiry. Commercial Radio remains extremely committed to the provision of local output, recognising
that—perhaps increasingly so—it is our unique selling point. Most attendees to the meeting also appeared
to agree that some degree of plurality of provision in the local and regional media sector is both desirable
and necessary.

However, acknowledging the troubled state of the sector is unavoidable. For Commercial Radio alone,
seven stations have closed this year and the Myers Review, published in April 2009, predicted that up to
50 more local commercial radio stations are likely to close during the next 18 months.

The dilemma that you have identified, and the CMS select committee will encounter throughout the
duration of its inquiry, is how to fund alternatives to the BBC to ensure plurality of local news provision.
As our submission to the committee’s call for evidence set out, local and regional Commercial Radio requires
a new regulatory ethos and a re-designed DAB landscape if it is to continue to flourish. Substantial progress
in these areas has been achieved in the past few months.

However, beyond this, I believe that there is now an urgent need to reconsider the role and resources of
the BBC. If public funding may now be required to help underpin multiple sources of local and regional news
and community information, the licence fee (or a variation of it!) is looking like an increasingly likely source.
Realistically, we all recognise that there is unlikely to be net more money earmarked for media than the
c.£3.5bn the BBC claims.

Assuming that is the case, I believe that the BBC must consider how it could focus its output more tightly
on delivering the public purposes. This might include, for example, a re-focus on original UK programming
only (rather than paying for foreign TV shows or films), and non-exclusive bidding for sports and music
rights.
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Not only would this save money, but commercial competitors such as Commercial Radio would find that
they had more space and ability to be distinctive and utilise the advantages of operating as commercial
organisations. BBC Audio and Music has c.£400 million to spend on programming for 56 stations,
compared to Commercial Radio’s £75 million programming budget for 320! stations. Notwithstanding the
significant diVerences between the sectors, I believe this indicates that BBC Audio and Music could make
substantial savings; a finding backed up by the recent National Audio OYce report into the eYciency of
BBC radio production.

I look forward to engaging with you further on this issue in the autumn. In the meantime, if you do have
any questions, please do not hesitate to contact me.

July 2009

Written evidence submitted by Councillor Mark Loveday, Hammersmith & Fulham Borough Council

— Hammersmith & Fulham Council believes in a thriving and independent media. However, in parts
of inner London there is simply no local media. Our two local newspapers (both owned by Trinity
Mirror) are the Hammersmith & Fulham Chronicle and the Fulham Gazette series. They have a paid-
for circulation of just 1,500 out of around 180,000 residents. This situation is not new. Their
combined circulation has been in decline for many years (see below) and there is no evidence the
decline owes anything to the Council publications.

— Trinity Mirror does not invest in these publications—there is presently one part-time news reporter
(based outside the borough) for both titles. The local titles are eVectively wraparound editions of
out of borough publications with only a few pages of local content.

— In common with most large unitary authorities, the Council has distributed a regular free
publication to residents for a number of years. Its predecessor, “Hfm Magazine” was launched by
the then Council leader Cllr Andrew Slaughter (now Andrew Slaughter MP) in January 2004. The
Council now produces “H&F News”, a high quality fortnightly newspaper which accepts
significant local advertising.

— This is a highly cost-eVective way of communicating with residents. We believe strongly that it is
a good thing to raise advertising revenue to reduce the burden on local taxpayers. As a result, the
cost of H&F News continues to fall—from £400k in its previous incarnation HfM magazine to less
than £5,000 last year.

— By contrast, the present paid for local newspapers would be poor value for money for taxpayers.
A typical public notice placed in the Hammersmith & Fulham Chronicle would cost around £650—
equivalent to about 52 pence for every copy sold. The cost of placing that same public notice in
H&F News is £478—equating to £0.0062 pence per copy distributed.

— It should also be remembered that there are statutory requirements for certain public notices to be
published in newspapers which must circulate in the locality (eg planning and licensing notices).
There is a legal risk for authorities once circulation falls to a low level.

— We do not believe that local taxpayers have an appetite to revert to subsidising monopoly private
newspaper owners—especially when the public shows little appetite to purchase their products.

— H&F News has high readership112 and high reader approval113 because it is a product that residents
enjoy reading.

— It is worth noting that there are already many statutory restrictions governing local authority
newspapers, both in content and commercial practices. The newspaper cannot make a profit,114 nor
can it print anything that aVects support for any political party.115

— The Council is proud of its newspaper. It is one of the most successful in the country—costing
residents almost nothing and delivering a high quality product which meets local needs. If
restrictions were placed on this, would central government step in to make up the shortfall? The
answer is plainly, “no”.

112 63% of residents read H&F News, according to the 2009 Media & Reputation Survey
113 81% of readers say H&F News is informative, according to the 2009 Media & Reputation Survey
114 s.93 of the Local Government Act 2003
115 s.2 of the Local Government Act 1986
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APPENDIX

NEWSPAPER CIRCULATION IN HAMMERSMITH & FULHAM116

Chronicle Gazette H&F News

Dec-00 3,025 1,060
Dec-01 2,741 561
Jul-01 3,017 441
Jun-02 2,419 552
Jan-05 1,593 *117

Dec-08 1,343 443 75,553
Jun-09 1,257 351 76,249

Note about witness

Mark Loveday is a barrister in private practice, and has been Cabinet Member for Strategy at LB
Hammersmith & Fulham since May 2006. His previous experience includes work as a newspaper lawyer
(Evening Standard, Daily Mail, Mail on Sunday and Today). He has a weekly column on legal issues in the
Times every Friday.

Written evidence submitted by Enders Analysis

Contents

This submission on “Review of Local Media” responds to the Culture, Media and Sport Committee’s
request dated 25 March 2009 and numbered 11. Our response addresses the following issues raised by the
Committee:

— The appropriateness and eVectiveness of print and electronic publishing initiatives undertaken
directly by public sector bodies at the local level;

— The desirability of changes to the regulatory framework for print and electronic local media,
including cross-media ownership and merger regulations;

— The extent of plurality required in local media markets.

This submission reflects entirely the views of Claire Enders, Chief Executive OYcer of Enders Analysis
Limited (“EAL”), an independent research company, and should not be construed or interpreted as
necessarily reflecting the views of any of its clients.

Who We Are

Established in 1997, EAL produces materials for its subscribers (see our website,
www.endersanalysis.com), on the media and telecoms sector of the UK and major continental European
markets, with particular focus on the impact of new technology and convergence. EAL subscribers include
industry players, fund managers, government agencies and regulators in our target markets. Enders Analysis
is frequently cited as a leader in our sector in the UK. EAL also supplies bespoke consulting services.

Claire Enders is Chief Executive OYcer of EAL and is widely recognised as a top-level analyst of media
and telecoms market developments. Prior to starting EAL in 1997, she was Corporate Development
Manager at Thorn EMI, Director of Corporate Development at TVS Entertainment, Director of Marketing
for Superchannel and Head of Business Development for The Virgin Group. She has performed expert
industry witness services on digital music services for copyright tribunal proceedings in the UK and United
States. Claire holds an MBA from London Business School.

Our Response

Regarding “The appropriateness and eVectiveness of print and electronic publishing initiatives undertaken
directly by public sector bodies at the local level”, we note that the Local Government Association recently
reported on a survey of local government authorities indicating that 132 of 188 newsletters (almost three
of four newsletters) carry some advertisement. Commercial print local media relies on advertisers for most
revenue, and taxpayer-funded print publishing initiatives obviously represent “unfair competition”. The
LGA has not produced evidence of a failure in the provision of local news and information by commercial
media that could justify such initiatives.

116 Based on ABC audited circulation figures
117 Between 2003 and 2008 newspapers were not required to disclose the circulation of individual titles.
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Regarding “The desirability of changes to the regulatory framework for print and electronic local media,
including cross-media ownership and merger regulations”, we note the distinction that should be made by the
Committee between the merger regulations, which aVect all UK businesses, and the restrictions on cross-
media ownership, which are specific to the media industries. In our view, the specific regulatory burdens
imposed on commercial media are heavier to assume given their declining financial health, and should be
re-examined in this light as a matter of priority by Ofcom.

Indeed, as we noted in our submission to Ofcom on the BBC Local Video proposals in November 2008,
“Local Media and BBC Video” [2008-107], delaying a decision on that proposal was essential:

— Given the critical juncture and existing financial pressures on local media, we would recommend
that Ofcom suspend consideration of BBC Local Video until such time as there is evidence of
“market failure” but, in any case, for at least two years;

— We also believe that the BBC’s proposed remedies will have the eVect of increasing costs of local
media (eg video streams); and of establishing for local media a dependent relationship on the BBC.
Otherwise, a result could be that BBC news is put even more to the fore in preference to
commercially generated local news, enabling the BBC to piggy-back on commercial investments
in websites and other platforms, and in the long-term leading to a decline in plurality in local news.

Our views on the merger regulations are contained in the publication “Local media and the OFT review
of the merger regime” [2009-025e] we issued to our subscribers on 23 February 2009. It also contains
additional views on “The extent of plurality required in local media markets”, and is reproduced in full below:

— The OYce of Fair Trading (OFT) has confirmed it is to follow up on Lord Carter’s interim Digital
Britain report by launching a full consultation on the local and regional media ownership regime,
with a call for “views from interested stakeholders” on the key issues for the review of the merger
regime to be submitted by 28 February;

— Although the OFT’s announcement notes the “pressures” on local and regional media, the
evidence points to a local media sector in steep decline, a trend which the UK’s recession will only
exacerbate;

— Local media will need to consolidate further in the near future if jobs and the supply of local media
to communities are to be preserved in a period of declining revenues, and the merger regime (which
applies to all UK specific mergers) is a barrier to this consolidation and places a disproportionate
burden on local media.

The OYce of Fair Trading (OFT) will launch a full consultation on the local media ownership regime in
March. A review of the current rules, focusing on the press, was one of the recommendations in Lord
Carter’s interim Digital Britain report issued in January. The OFT expects interested stakeholders to submit
their views on the scope of the review by 28 February, and to issue a consultation document in March,
providing further opportunity for comment. The OFT plans to complete the review by mid April, and
submit its findings to Government to fit the timescale for the publication of the final Digital Britain Report
which is due early summer 2009.

Local and regional newspapers

The UK publishes 1,300 local and regional newspapers across a range of formats and frequencies. Like
all businesses that rely on advertising for a large part of their income, this recession is already having a
devastating impact on revenues, with the worst still to come. However, to a greater degree than other
advertising media, local and regional newspapers are suVering from additional threats to their longevity: an
accelerating decline in usage as a result of the distribution of the free newspaper Metro and also the increase
in consumer time spent online, particularly among younger demographics; a structural shift in local
classified and display advertising to the internet, notably in categories such as recruitment, property and
automotive; the decreasing expenditure by public sector not just in terms of recruitment but in
announcements; a squeezing of the physical distribution model through a reduction in retail outlets; and,
finally, a steep increase in some cost areas such as that for paper.

How do we quantify the overall impact? In the sector, revenues consist of: 25% display-style advertising;
54% classified-style advertising; 21% from purchases. In some if not all cases publishers are able to oVset
declining circulation volumes by increasing cover prices, therefore roughly maintaining that revenue stream.
In advertising, however, overall revenue is declining at a rate of 30% year-on-year, a rate that is more likely
to accelerate than decelerate. The rate of decline is worst in classified categories such as property and
recruitment, which we strongly believe are subject to a structural switch to the internet. Therefore, while
some of this advertising may return when the economy recovers, we believe it will be relatively small and
not long lasting. Used car advertising has declined every year in recent years even in those when used car
sales have grown substantially in volume and value. We believe this problem has now transferred to many
if indeed not all other local classified categories.

In all, we forecast the advertising income of the local and regional press to decline about 50% from
£2.7 billion in 2007 to £1.4 billion in 2012. At the same time, paper costs have increased 16% in 2009, and are
unlikely to decline again for the foreseeable future, and certainly not to 2007 rates. As a result, the squeeze on
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local media will grow and many titles will either be closed or saved if a buyer can be found. This raises the
question of the operation of the merger regime, to which newspaper acquisitions must be referred if certain
thresholds are met.

Application of the merger regime to local and regional newspapers

Some general points:

— The merger regime in the UK has two levels: mergers with a “Community dimension” are notified
and vetted by the EU Commission; other mergers, namely those with a UK-only dimension, are
notified and vetted to OFT, with possible referral to the Competition Commission in the event of
a “substantial lessening of competition (SLC)” that undertakings do not resolve;

— The OFT has examined 697 mergers during 2003–08, of which just eight have concerned the
acquisition of newspapers by an existing newspaper publishing group, and fewer local newspaper
mergers, and even fewer newspapers in financial diYculty.

In practice, the operation of the mergers regime to local media has functioned as follows:

— A merger must be notified to the OFT if either (a) the proposed acquisition tops £70 million; or (b)
the proposed merger would supply at least 25% of the market, and the burden of proof is on the
applicant buyer to demonstrate that concerns over SLC are not warranted when such conditions
are met;

— OFT practice is to identify local newspapers as the product and the market as the geographic
footprint of its circulation based on JICREG, ie a local geography, in which the supply test of 25%
is easily met even if turnover is low;

— OFT excludes regional or national newspapers from the local newspaper market, so the key
question for its analysis of competition is the substitutes available to advertisers using local
newspapers to advertise, including print and non-print media;

— Regarding print media, the OFT will look at various options like titles with a diVerent periodicity,
or directories, etc;

— Regarding non-print media, such as the internet, the OFT has shifted from exclusion to giving it
a “relatively low” weight in the last case it examined (DPL–Berkshire Regional News) based on
responses of existing diehard advertisers to local newspapers (ignoring the advertisers that have
already deserted the medium for the internet);

— Regarding SLC, the OFT examines the eVect of the proposed merger on conditions of competition
in the market, comparing the post-merger hypothetical with the pre-merger state of aVairs—by
definition, it does not look at the merger in the context of the unfolding state of the industry;

— OFT issued a detailed opinion on the “failing industry” defence last December 2008, for which it
provides informal advice upon request – such a defence could be invoked by a publisher acquiring
a newspaper “in trouble”, but its application is subject to such stringent criteria, it has only been
accepted by the OFT four times since 2000 (and never in a newspaper case).

OFT Consultation

The Government has informed the OFT that it would find it particularly helpful if the following issues
could be considered when looking at the scope of the review:

— The extent to which print markets are any longer self contained either in relation to advertisers or
to readership and the implications for market definitions;

— The extent to which public service broadcasting, local authorities and other public sector news and
local information services, whether or not funded by advertising, constitute competition to
commercial local media services;

— The potential for clear guidance to be available to industry on how cases would be approached by
the OFT and Competition Commission including, where appropriate, guidance on the factual and
economic evidence likely to be relevant to referral decisions;

— The need for informal advice in relation to specific cases; and

— The extent to which the public interest considerations remain appropriate; and specifically whether
the requirement for a suYcient plurality of views in newspapers in each market for newspapers in
the UK is realistic or desirable in the digital age.

In our view, the scope of the review needs to be wider, and specifically address two issues:

— The burden of satisfying the merger regime for small businesses operating in small local markets,
where the 25% supply test is easily met, as compared to businesses operating in the UK market
more generally. Just meeting the requirements of the OFT is a very costly and time consuming
exercise for newspaper publishers, costing up to £500,000 and, not only is this a disproportionate
burden in relation to revenues and margins of the businesses involved, but the burden will only get
heavier as revenues shrink;
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— The future of the local media, since consolidation is key to its survival, and uppermost in the
strategies of publishers for the near future.

The role of the merger regime in hindering consolidation of local media is of vital significance to the supply
of local media to the many local communities that contain people that are not connected to the internet, and
never will be. One third of the readership base is over 55 and half is mid to low income (see the table below),
both being demographics that face significant challenges in connecting to the internet, whether in terms of
skills, or the income to buy a PC and train to use it.

Profile of Local and Regional Newspaper Readers

Age 15–24 25–34 35–44 45–54 55–64 65–74 75!

Share of readers 14.1% 16.6% 18.3% 15.6% 14.0% 11.4% 10.0%

Socio-economic ABC1 C2DE AB C1 C2 DE

Share of readers 45.2% 54.8% 17.1% 28.1% 22.9% 31.9%

[Source: Enders Analysis based on JICREG]

The risk is that titles will be closed without exploring consolidation as a solution simply because of the
merger regime, and the result will be a needless loss of jobs and local news, as well as plurality since there
is no replacement for local media once the shutters have been closed for good. Meanwhile, the elderly and
the low income could lose the vital lifeline provided by local media in terms of the information that really
matters to them. At the limit, local media might be seen as providing a public service to the most vulnerable
members of the UK’s local communities, and the review should consider the local media ownership rules in
this light.

Regarding “The extent of plurality required in local media markets”, we note that it is the Internet have-
nots (the elderly, the low-income or the unskilled) that will be most aVected by the retreat of commercial
local media. As we stated above “One third of the readership base is over 55 and half is mid to low income
(see the table below), both being demographics that face significant challenges in connecting to the internet,
whether in terms of skills, or the income to buy a PC and train to use it”.

If true plurality is defined as a strong network of commercial businesses acting alongside the BBC, then
clearly plurality is at risk as a result of the retreat of commercial media. This retreat is an irreducible feature
of the current media landscape, because the traditional means of funding the newsroom—through charging
consumers for access and surrounding the news with attractive information and advertising—is being
dismantled.

Local and regional newspaper publishers are caught between “a rock and a hard place”: young consumers
are accessing news and information, including advertising listings, on the internet, yet the revenue generated
by online services is substantially lower than that provided by the print newspaper model, and cannot oVset
the decline in print revenues. Access to online services is free to users, with only highly specialist news services
able to charge for access (local and regional newspapers are unlikely to fit into this category in the foreseeable
future). Newspaper publishers cannot reduce newsroom costs proportionately to the decline in aggregated
revenues without reducing the quality of the service, although there are means available to reduce those costs
(such as through consolidation). Therefore, the gap between the costs of funding newsrooms and the revenue
generated from the traditional model will continue to grow.

What we can say with certainty is that news provision will have to be substantially diVerent in the future:
time consuming news provision, such as court reports, is the genre that is most at risk from disappearing
entirely, as there is an inevitable drift towards local coverage provided by user-generated content and
“cottage industry” (hobbyist) services.

May 2009

Written evidence submitted by D C Thomson & Co Ltd

Overview

DC Thomson & Co Ltd (“DCT”) is a private media company formed in 1905 under the management of
the Thomson family to run their Dundee based Newspapers. DCT’s newspaper business has served East
Central Scotland’s communities since at least 1886 although the Thomson family owned 49% of the Courier
business from 1866. Later at the beginning of the First World War we launched what became the Sunday
Post and then acquired the Aberdeen Journals titles in April 2006. Today, DCT is a supplier of newspapers
locally/regionally (The Courier, The Dundee Evening Telegraph, The Press and Journal, Aberdeen Citizen,
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The Aberdeen Evening Express) and regionally/nationally (The Sunday Post). (Other major revenue lines
include magazines, especially the flagship “The Beano” and “The People’s Friend” brands.) DCT’s
newspapers are published in print and some of their content is posted on the relevant websites (Table 1).

Table 1

DCT NEWSPAPER TITLES

Title Description Circulation Website Unique visitors
Jul to Dec 2008 March 2009

Courier Morning 69,414 www.thecourier.co.uk 33,000
Press and Journal Evening 78,121 www.pressandjournal.co.uk 65,000
Aberdeen Citizen Weekly/free 76,530 N/A N/A
Aberdeen Evening Express Evening 52,029 www.eveningexpress.co.uk 24,000
Dundee Evening Telegraph Evening 23,048 www.eveningtelegraph.co.uk 13,000
Sunday Post Sunday 382,746 www.sundaypost.com Not available

[Source: National Readership Survey; ComScore]

We supply our readers with mainly local news, and some coverage of national and international news,
put together by our editorial teams. Our local news coverage is focused for example inter alia on local
government and events, policing, firefighting and crime, charity, school and sports events, and the stories
of our residents, local businesses, services, farmers and other organizations. We celebrate our local heroes,
including soldiers sent abroad to Iraq or Afghanistan, and share in the heartbreaks of local families.

Circulation revenue is an important stream for most of our newspapers; one title, The Aberdeen Citizen,
is free to readers and relies only on advertisement for its revenues. Circulation of paid-for titles is generally
on the decline (Table 2), leading to a reliance for revenue growth on cover price increases, diYcult to
implement in a recessionary environment.

Table 2

CIRCULATION OF DCT NEWSPAPER TITLES

Title Jul to Dec Jul to Dec Jul to Dec Jul to Dec Jul to Dec Jul to Dec
2003 2004 2005 2006 2007 2008

Courier 83,084 81,002 78,010 75,435 73,485 69,414
Press and Journal 90,379 87,858 84,612 82,325 80,177 78,121
Aberdeen Citizen 69,463 68,408 66,462 59,658 55,175 50,204
Aberdeen Evening Express 59,053 57,893 56,868 55,031 53,384 52,029
Dundee Evening Telegraph 26,766 25,545 25,050 24,633 24,349 23,048
Sunday Post 530,168 497,800 468,414 438,914 408,977 382,746
Total 858,913 818,506 779,416 735,996 695,547 717,852

[Source: ABC]

Our titles also supply advertisement services to local authorities or government services (District
Councils, NHS Trusts, armed forces et al), local (and national) businesses, services and farmers, and
individuals. Advertisement revenues have also been on the decline in past years (and very significantly in
the last year) due to a structural shift of spend on classified advertising to the Internet (especially recruitment
and motors, but also property), and more recently due to the recession. Our advertisement revenues are also
being aVected by the organized retreat of the public sector from local print media (see below) as a result of:

— the rise of the publicly-funded and supported publication;

— the withdrawal of statutory publication requirements for notices of public interest; and

— the reduction or elimination of discretionary spend on recruitment in local media.

Our purchasers and our advertisers are DCT’s two sets of primary client relationships, and only by
retaining their confidence can we maintain a viable business, and best serve the interests of our shareholders.
In so doing, we are forced to adapt to the well-documented forces of change in our local marketplaces due
to the rise of the Internet as a source of information, entertainment and communication, and also as an
increasingly sophisticated advertising medium.

To meet these new demands, DCT have put into place a digital strategy consisting of website creation,
development and integration with our print titles. We believe a complementary internet strategy is important
for our future, although this strategy is costly to implement and the return from online publishing is way
below that traditionally enjoyed by the print product. (We also expect to have to shortly commit to spend
significantly to upgrade our newspaper printing facilities to significantly extend their working life bearing
in mind that the bulk of our revenues from physical copy sales and from advertising come from the printed
medium.) As a result, we are facing an inevitable very considerable compression of our margins as revenue
declines significantly while our costs rise.
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Contribution to Public Policy Objectives

In the pursuit of our normal business activities, we also serve important public policy objectives. The most
important one is supplying purchasers/readers with information on their community and environs. For
example, on Tuesday 7 April 2009, the Fife edition of The Courier had front page headlines on:

— “Fife man killed in house fire tragedy”;

— “Italian quake toll tops 150 as search goes on”;

— “Teenager hurt in another skylight plunge” (warning youths against climbing onto roofs);

— “Plea over football fan’s body in Holland”.

Inside we reported inter alia on diamond wedding anniversaries, sports camps, the new look of the Fife
Chamber of Commerce, Dunfermline’s museum plans, convictions for crimes, the latest news on Scotland’s
champion curling and cricket teams, and tennis champion Andy Murray.

This news content is often repurposed for broadcast on television and radio, or is republished in local
weekly newspapers. Our journalists generate leads and stories for all local media and even some national
media on occasion. Although to an extent lifted from our own titles most of the other local media (mainly
weeklies) benefit in one way or another from the work our journalists do. If the main voice of local
journalism is weakened or damaged it is likely that other media will be also be weakened or damaged. Many
of these titles have already cut back fiercely on their local journalism and in our view rely on us and other
companies and titles like ours.

However, not all local communities are rich enough today to support a local media outlet, and many
communities do not have a local media outlet, print, radio, or TV. We do not believe that every single local
community must have a local media outlet, just as the Government has determined that not every
community can support a post oYce. We also believe that commercial media is best able to judge market
opportunities.

We also consider that plurality is a much more subtle concept than counting up the number of “voices”
in local media, whether the number of media channels or the number of suppliers in each channel. Plurality
also depends on the existence of access to media, literacy (a barrier with more complex media such as the
Internet), engagement and desire for participation in public life.

There’s an intriguing fallacy behind the view that a rise in local newspaper title concentration will reduce
plurality (except in the obvious manner of losing one voice). Many local communities are unable to support
more than a single local independently-owned newspaper title. Given current trends in revenues, there is no
doubt that many more local communities are headed in this direction. But that local “voice” is irretrievably
lost when the single local independently-owned commercial media title is forced to close.

In our view, consolidation will significantly help local communities retain and develop their local media
voice and will enable them importantly to be independent. And in our view major titles such as ours for
example the main daily regional or local morning paper or evening paper of an area needs to be strong so
as to be able cover matters widely since if they do not, that is a loss of diversity in itself but also for the
smaller weeklies which to a large extent survive oV them editorially anyway, and those smaller titles will just
find life even more impossible and unsustainable unless of course they were under the umbrella of the same
main host or regional title which is generally not at present allowed under competition rules.

Plurality also depends on the editorial approach of local media. We oVer the news in a generally
independent manner, not least because it is important that our readers trust what they read. We do have
strong editorial views and our readers section also reflects strong local views, but we do not have any
consistent partisan or politically aligned or motivated approach to reporting the news. This kind of
approach is not as typical for many of the national papers or their regionalised editions. And so we feel even
more strongly about the importance from a democratic point of view and plurality point of view that it is
important that the daily morning and or evening papers in an area should be able to be and allowed to
be strong.

Such independence is also not typical of publicly-funded local media products and services, which are
designed as propaganda to support the local electoral strategies of party politicians. This is why we believe
that plurality will be reduced if publicly-funded local media products and services crowd out commercial
local media, either by sapping our advertiser base, reducing prices of placements or drawing our readers to
a substitute local media product.

To be fair, most of our readers consult many types of media on a regular basis, so they are not 100% reliant
on their local newspaper. For most of our readers, a local newspaper is one among other sources of
information. We view the trust of our readers as a core central objective, and believe they will reach their
own opinions, based on all the sources of news they consult or are informed by, from the press, to the
Internet, radio or TV, or even conversations with colleagues, friends and family.

However, there is one substantial group of readers whose choice of media is more restricted: Seniors. This
customer group does not have the same access to the Internet as younger and more skilled people, and
cannot exercise the same media choices. Their reliance on local newspapers, TV and radio is very high,
despite Lord Carter’s long-term vision of a Digital Britain. Although seniors may have retired from the work



Processed: 30-03-2010 13:47:01 Page Layout: COENEW [E] PPSysB Job: 433672 Unit: PAG8

Ev 226 Culture, Media and Sport Committee: Evidence

force, they are often very engaged in local politics and local community life, on which they and the local
community rely. Many seniors contribute their time to community activities. We believe the newspaper is a
core local communications channel for this group.

Dundee, where DCT corporate headquarters is located, is a middle-sized city (population 142,170 in
2006), and exemplifies this readership trend well. In the UK as a whole, seniors make up 20% of the
population, but in Dundee, seniors consistently make up a much higher share of our readers, close to
a third in July-December 2008 (Table 3). (The National Readership Survey figures shift around from
period to period, but the important point is that the share is relatively high.) Looking ahead, we expect
that our readership base will skew more to seniors in the next 5 to 10 years.

Table 3

Readership base of The Courier, 2003–08

Total
Title readers Male Female Age 15–24 Age 25–34 Age 35–44 Age 45–54 Age 55–64 Age 65!

(000)

Jul–Dec 2008 178 87 91 14 12 23 35 37 57
100% 49% 51% 8% 7% 13% 20% 21% 32%

Jul–Dec 2007 164 68 96 8 4 30 25 38 58
100% 42% 58% 5% 2% 18% 15% 23% 35%

Jul–Dec 2006 200 99 101 10 9 14 39 42 86
100% 49% 51% 5% 5% 7% 20% 21% 43%

Jul–Dec 2005 182 90 92 21 15 31 13 39 63
100% 50% 50% 12% 8% 17% 7% 21% 35%

Jul–Dec 2004 221 93 128 13 23 38 31 41 76
100% 42% 58% 6% 10% 17% 14% 19% 34%

Jul–Dec 2003 199 105 94 8 32 34 33 33 58
100% 53% 47% 4% 16% 17% 17% 17% 29%

[Source: National Readership Survey]

Regulatory Position

For the future, our core business objective is to continue to serve our readers and advertisers in our
local communities. Our view is that we are best able to serve our clients and shareholders in the absence
of government interventions in our marketplaces, of which I will name a few:

1. Merger regulations. We are an interested party to the OFT’s review of the “Local and Regional
Media Merger Regime” to report to Lord Carter’s Digital Britain eVort, and are a participant in the
Local Media Alliance (LMA), whose submission to the OFT we support (http://
www.newspapersoc.org.uk/PDF/Local-Merger-Regime Modernising-the-Approach.pdf). Its key
conclusion is: “Compared with other media sectors, the local newspaper industry remains remarkably diverse
with 87 separate publishing groups. Further consolidation would enable publishers to make necessary
investments in media services and content, product quality, digital platforms and training, allowing them to
capture economies of scale in relation to management, distribution networks, printing and more eYcient
sales structures while repositioning their businesses for growth.”

2. Unfair competition for advertisers and readers of replacement print media products or services,
funded by the public purse. The Local Government Association (LGA) survey of 199 responses of local
authorities (of a total of 353) indicates that at least 188 local authorities operate a newsletter, and 132 of
these 188 newsletters (three of four newsletters) carry some advertisement. The Newspaper Society has
an established position on the issue which we support. We are encouraged that the Secretary for Culture
recognizes the unfair competition such publications imply for commercial media.

3. Interference of the BBC in local media markets. We believe that we are better able to compete in
the absence of an expansion or strengthening of the BBC at local level, as we expressed strongly in a
submission to Ofcom on “BBC—Local Video in 2008”. We are encouraged that our views were taken
on board to an extent and the proposal failed the Public Value test. Concerns were raised also for the
potential for local media partnerships with the BBC. These may in fact be a Trojan horse undermining
newspapers development from within.

4. The Killian Pretty Review—Planning Applications: A faster and more responsive system (Final
Report),published in November 2008, recommends removing the mandatory requirement for local
authorities to publish planning statutory notices in newspapers. In line with the concerns expressed by
the Newspaper Society, DCT does not believe it is the right time for Government to be denying readers
the right to be informed about such notices in their local newspaper. Our newspapers reach a large
population and many readers do not have a choice of media to be informed on such matters.
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Conclusions

DCT believes we can continue to produce quality local news under our existing business model. A
policy of subsidization of local journalism would relieve us of a significant component of our costs. This
might safeguard journalists’ jobs in the short term, but would pose risks to our editorial integrity, and
thus undermine our readers’ trust in our independent voice. A policy of tying advertisement spend to
editorial support at any level of government is a more subtle means of interference in editorial integrity,
but just as dangerous. We believe that local communities are best served by commercial media with a
full independence of voice.

May 2009

Supplementary written evidence submitted by Enders Analysis

First, some context in terms of media employment generally. The following employee numbers are for UK
media (some of these figures are Enders Analysis estimates).

BBC 21,500
Commercial Radio 7,000
Commercial TV 41,000
UK National Press 26,000
UK Regional Press 42,000
UK Mags 25,000
UK B2B Media 29,000
Directories 20,000
Ad Agencies 100,000
Distribution & ancilliary services 80,000
Total 391,500

Press 202,667
Broadcast 69,500
Advertising 100,000
Exhibitions and other b2B non-print 19,333
Total 391,500

Press represents more than 50% of total UK media employment at about 200,000 people. Newspapers
alone directly employ 68,000 people, and at the end of Q1 2009 we estimate 6,000 newspaper staV had been
made redundant during the previous 12 months. While things have been relatively quiet in recent weeks we
expect another flurry of redundancies later in the year. Our belief is that newspaper publishers continue to
assume that revenues will bottom out and return, while our belief is that any “recovery” will be brief and
slight.

Until last year, employment in national papers had been steadily rising, and even in local newspapers the
figures held relatively steady, due to the resource demands of online. Some national titles grew their staV
numbers by 10–15% between 2001 and 2007 to cope with their growing websites.

The above numbers relate to permanent, generally full-time (or near full-time) staV. Therefore, they do
not include the very large pool of freelance writers and photographers and in some cases sub-editors and
even editing support that the newspaper and magazine industries use. Not only have these numbers fallen
in absolute terms (though it is diYcult to measure, given the informal nature of freelance engagement), but
frequency of usage has declined by at least 30%, and in the majority of cases there has also been a rate or
contractual re-negotiation in the last 12 months.

As a result of these conditions, it is not surprising that the downturn is compromising the growth of digital
jobs for young school leavers and graduates who were being absorbed into such jobs previously. While it’s
hard to get hard and fast numbers on this, in simple terms there is an informal “recruitment freeze” hanging
over the whole industry. No one calls it this of course, but some people would describe it as such in private.
Nevertheless, publishers continue to recognise there is also a need to take on young people who are both
cheap and engage with digital publishing. So while the numbers of trainee employees are down from where
they have been in recent years, they are not falling away entirely. There is a need to push expensive and often
less flexible (in terms of technologies and multi tasking) journalists out. For example, redundancies at some
of the national titles have evidently focused on expensive specialists, while young generalists have been
brought in.

June 2009
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Supplementary written evidence submitted by Christopher Thomson

Looking through the transcript and answers to the questions, I am aware that perhaps I did not perhaps
fully answer Q7 which was put by Mr. Sanders and which was “You have lumped in local and regional again
and you keep saying “local and regiona”. I want to get a picture of whether it is worse for the local newspaper
than it is for the regional newspaper, or is there no diVerence at all?” I am sorry for the length of this note.

There seems to be generally a little confusion about the diVerence between local and regional newspapers.
But at its simplest I regard “local” newspapers really as the local weekly newspapers and the “regional”
newspapers are generally the larger regional dailies (even though “regionals” are also of course “local”, and
often have local, county or even sometimes city editions. A regional newspaper will often have five or six
editions covering perhaps three or four counties and several cities and within those there will also be sub
editions which cover half a traditional county and even some towns so they are also one could say local not
just regional ).

The local weeklies and the regional dailies overlap to an extent in an area. And indeed often the local
weekly will use the regional in its area as its main source of news. So the regional daily in a sense is working
for the small local daily.The daily “regional” in an area, traditionally will have had much greater resource
to invest in stories since it is normally a bigger paper and daily. The local weekly will follow up that story
and, where a particular story may be on the inside page of a regional daily, the local weekly may have the
same story on its front page.

Equally the Regional dailies will in turn overlap with the Nationals ( which Nationals in turn now have
regional editions for example the Times in Scotland and the Daily Telegraph and all the main nationals have
regionalised editions covering diVerent parts of a region and indeed diVerent advertising in diVerent part of
a region as well as diVerent editorial. Most Nationals now for example print in Scotland and in the English
regions which enables them to cover regional and local sport and other editorial matters in diVerent parts
even of those large regions . . . again those “regions” loosely mentioned are not usually what i would call a
region for regional newspapers . . . Scotland is more than a region and the north of England more than a
region but even in those loosely very large defined areas the National newspapers increasingly have a number
of editions equivalent to the areas individual regional newspapers cover in those area ). So there is much
more of a blur compared to 20 years ago, 10 years ago or even five years ago as to what is a Local, Regional
or National Newspaper. That is one point I would like to make. Basically “local” newspapers are by and
large the weeklies. But the regional dailies are also local and the nationals are heading to be as local often
almost as the regional dailies or any two of them.

So how to distinguish them? Well let’s look at editorial content. That is perhaps the easiest way.

The big regional daily newspapers will cover National,International and Local stories with very much an
emphasis on the local and regional point of view so for example as regards our boys in Afghanistan we will be
likely to give greater coverage to matters that aVect a regiment based in our region or locality town or area.

The national newspapers will generally cover those stories but from an almost exclusively national point
of view and will usually only cover them if they have a national impact. They do not look at them as we do
from a local or regional point of view.

The local weeklies will usually only cover such a story if it is very local indeed and really aVects people
locally or in a community that say has been hard hit.

But to answer Mr. Sanders question from a financial point of view “is it worse for the local or regional”,
I would say it is equally bad although possibly it could be said to be worse for the regional newspapers since
they have necessarily a much higher standing cost.

The key financial matter is that the decline in advertising has aVected regional dailies and local weeklies
both very badly, disastrously in fact.

The only real diVerence is that local weeklies recently had 80% of their total revenues from advertising
and only say 20% from cover price and so that any big drop in advertising revenue hits them very hard and
from a percentage point of view. If they lose 50% of their advertising that equates to 40% (50% of 80%) of
their total revenues!

On the other hand the regional dailies tended to have about 60% (some even had almost 70%) of their
revenues from Advertising, so that a 50% reduction would hit their total revenues by perhaps 30% or 35%.
Still massive! Of course the regionals had and have a much larger amount of money at stake as an individual
title. So a 30%–35% for a regional title is a great deal of money compared to 50% for a small individual local
paper. But looked at as an industry, both are suVering very badly indeed.

This diVerence in percentages for the regional as opposed to the weekly is also in part because the regional
daily publishes every weekday and on some days there is a lot of advertising and other days not and so the
percentage of cover price as a total is higher and percentage of advertising lower overall, compared to the
80% on weeklies.
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But that percentage diVerence also hides the fact that the regional dailies have very high standing costs
in terms of investment in Journalism ( as mentioned the regionals do a lot of work finding and covering the
stories and news which can end up on the front page of a competing local paper for free and also may end
up in the nationals newspapers or on the BBC or ITN in some cases ) and the regionals also have to keep
up and man every week day very large Press halls which generally the small local weeklies do not have.

The main revenue streams for regional newspapers have traditionally been Recruitment, Property and
Motors. Motor dealerships have merged over the years so there are fewer and much more powerful ones and
there is trader media for them to advertise in. Property advertising has become dominated by estate agents
and lawyers who have property shops and publish free property magazines and free property newspapers.
And the Internet has of course come to dominate large swathes of advertising.

The significant reductions in Motors revenue and the Property revenue could perhaps have been coped
with but for the now huge reduction and withdrawal particularly by Government of recruitment advertising
no longer placed any where near as significantly with the regional and local press.

The regional dailies have been particularly badly hit by the loss of recruitment revenue which was a very
high proportion of their total revenue indeed possibly as high as 20% of total revenue! That income from
recruitment advertising in regional newspapers was nowhere near as high in the local weekly newspapers.
And Central Government has in particular encouraged all institutions which they control including the NHS
to remove their advertising spend from or curtail it in the regional daily press in particular.The same has also
applied to a significant extent to Local Government and District Councils who control very large
advertising budgets.

That change in itself has hit the regional daily press in particular very badly and to a much lesser extent
the local weekly press who have also been badly hit by a shortfall in overall advertising.

Finally if advertising disappears from our newspapers, copy sales are aVected.This is certainly true for the
regional daily newspapers. We have seen our Friday editions decline in sale. Friday was a very big
recruitment advertising day and when we had more recruitment advertising we sold more newspapers on
that day. The same is true for other days of the week.We did better on copy sales on Thursdays which tended
to be Property advertising days.Tuesday also was more of a property day at one time. Saturday tended to
be a Motors advertising day.

In conclusion times are bad for both the regional dailies and local weekly newspapers.So to that extent
there is no diVerence. There are within that however diVerences which I thought might be useful to highlight
as I have tried to indicate above. The regional daily press is very important indeed vital for its news gathering
and its investment in journalism and is distinguished by that. But of course many young journalists also
begin life on a local weekly newspaper so they are both to my mind very important and vital for democracy
in the UK.

The wonderful people who work in this part of the press really care for their local and regional
communities and celebrate their successes and sorrows and are part of the community and reflect that which
holds us together. In exactly the same way that that is why constituencies are so vital for the political process.
The regional and local press together and the political process are in many ways part of the same coin and
have much more in common much more so than the national press in many ways although as I have tried
to show the national press are becoming themselves more local and regional.

July 2009

Written evidence submitted by Trinity Mirror plc

Summary

Regional newspapers perform a vital role in communities across Britain. However, the existence of a large
number of titles, and even whole newspaper groups, is under threat from an unprecedented combination of
structural changes and a cyclical downturn.

Despite extensive cost reductions, numerous rounds of restructuring and the closure of 47 titles (including
27 newspapers) in 2008 and 12 titles (including 8 newspapers) so far in 2009, a large proportion of Trinity
Mirror’s regional newspaper portfolio is in a precarious position and is at risk of closure in 2009 and beyond
as the economic situation worsens.

Without consolidation more titles will undoubtedly close across the UK and digital investment will be
limited. Indeed the very survival of large numbers of newspapers and even newspaper groups is now in
question.

Mergers won’t lessen competition as regional newspapers now compete vigorously with numerous other
media, in particular with internet businesses, across all material advertising categories. There is significant
substitutability for newspaper advertising by new media forms. These new forms provide material price
constraint on newspaper advertising rates.
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Actions intended to protect media plurality could in fact lead to a reduction in the number of newspapers.
Whole towns could be left without a local paper.

As the media industry transforms there is a clear and demonstrable consumer benefit from
consolidation—the survival of the regional press.

1. The Role of Regional Newspapers

1.1 Vital for local communities

The regional press performs a vital role in communities across Britain and will continue to do so in the
digital age, providing that newspaper groups such as ours are able to survive and continue investing in
digital media.

Jack Straw has described local newspapers as “the backbone of our democracy” and many studies
routinely place local newspapers at the heart of communities and local democracy. Gordon Brown in a
2008 Newspaper Society speech said, “Local newspapers are right at the heart of Britain’s local
communities, examining the issues which matter, seeking out local people’s views, and representing their
interests. That is why the readers of local newspapers see them as such honest, responsible and accurate
sources of news.”

1.2 Trinity Mirror plc

Trinity Mirror is one of the UK’s largest newspaper publishers. The business has two main operating
divisions: Nationals and Regionals. Our Nationals division publishes five national newspapers, including
the Daily Mirror and the Daily Record, and related websites in the UK. The Regionals division (“TMR”)
publishes around 150 local newspapers, including the Liverpool Echo, Western Mail, Newcastle Chronicle
and Birmingham Mail, and around 300 local websites and online services linked to these newspaper titles.
Additionally, we have also acquired a number of digital businesses in recent years. These are largely focused
on the online recruitment and property advertising sectors and include brands such as Totally Legal,
Gaapweb and Smart New Homes.

1.3 Regional Newspapers as providers of news

Regional and local newspapers provide greater coverage of local news than any other medium. It is the
local newspaper that covers the local Crown and Magistrates Courts, reports on meetings of local authorities
and more importantly of their Planning and Licensing committees.

Our courts system only works if justice is seen to be done. Local newspapers are the “eyes and ears of the
public”. The deterrent eVect of many non-custodial sentences is significantly enhanced by the fear of local
opprobrium. It is only local newspapers that report the everyday activities of the lower courts.

Similarly the activities of local authorities are only fully reported by the local press. To use US Justice
Louis Brandeis’s famous phrase: “Sunlight is the best disinfectant”. The knowledge that most of their
actions will be reported by the local press to local voters helps ensure that local politicians resist the
temptation to abuse their position.

Newspapers are vital to the maintenance of healthy local democracy.

They are also the places where people read about their local schools, about their children’s football teams,
about which Chemist is open 24 hours a day and who is preaching at the Parish church that Sunday.

But it is not just lost dogs and local car crashes. It is the campaign to keep the local hospital, the building
of the new hyper-market, the death of the respected secondary school headmaster.

No other medium yet provides this level of news written by professional journalists.

1.4 Regional and local newspapers are politically independent

With one or two well known exceptions (Belfast Newsletter, Belfast Telegraph and Yorkshire Post), local
and regional newspapers strive to avoid party political allegiance. In part this is driven by commercial
common sense. Circulating in small geographical areas the publications cannot aVord to alienate large
portions of their potential readership. This commercial necessity has been turned into a virtue by many
publishers (including Trinity Mirror) who now have political independence enshrined into their editorial
policies. These policies would survive consolidation and the ownership of an individual title would not aVect
the need for it to remain independent.

1.5 Regional newspapers as employers and trainers

Regional newspapers are significant employers with a wide geographical spread. In 2007, the last year for
which detailed figures are available, a Newspaper Society (“NS”) survey showed that the industry employed
over 41,000 people, nearly 12,000 of whom are journalists. The NS estimates that total employment had
fallen to 35,260 ("4%) in 2008 of whom 11,200 ("7%) were journalists.
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It is not too high a claim to say that regional newspapers have long been the training ground for UK print
journalism. They have invested heavily in training and it has been a tradition of longstanding that young
journalists find their feet or cut their teeth on local papers. There isn’t a newsroom on any National
newspaper that doesn’t have a very significant number of journalists who started in the regions. Indeed many
high profile television and radio journalists started their careers in regional papers.

It is not easy to secure a job on a regional newspaper for a young journalist but it is a world away from
the “entry only for the metropolitan elite” that often forms the caricature of early employment in the media.

The closure of significant numbers of local newspapers would have a direct impact on employment in the
UK. Moreover it would have a very significant impact on the employment and training of journalists. Trinity
Mirror’s strong view is that there will be an increasing need for trained and professional journalists as the
web develops. There is an important place for “citizen journalists” and the blogosphere but the public will
soon learn to rely on and distinguish information from professional and trained journalists who can be relied
upon to subscribe to basic tenets and ethics of accuracy.

2. Structural Changes and the Cyclical Downturn

The regional newspaper industry is undergoing rapid change as a result of shifting consumption patterns
and media fragmentation. Print media (including newspapers and magazines), TV and radio are facing
increased competition from the internet (Google, blogs, social networks) for audience attention, and
advertising revenues are following users online.

Circulations for regional newspapers are on a downward trend, declining by an average of—2.4% per year
over the last 15 years (excluding morning and evening free newspapers such as Metro and London Lite).
However, this trend has accelerated in recent years and in 2008 circulations were over—4% lower than in
2007. In that year circulations had dropped by around—5% compared to 2006. This decline is due to
increased competition from other media, first as multi-channel TV grabbed more audience share, and
secondly and more crucially the impact of the internet over the last decade. The take-up of broadband over
recent years, to the extent that over 62.5% of households are now connected to the internet via a high-speed
link, has transformed the consumer experience and fundamentally altered the competitive environment for
regional newspapers.

According to a recent survey by the Internet Advertising Bureau, in terms of media time spent by
consumers, the Internet, at 29%, is now second only to TV. Newspapers account for around 6%. A similar
recent survey of US 18-26 year olds finds that the Internet is already the number one medium for this younger
age group, who spend just 3% of their media time consuming newspapers.

A diVerent form of structural change has also had a significant impact on the number of newspapers sold.
As more and more of the national retail spend is attracted to the large supermarkets, consumer buying habits
have changed. As consumers consolidate their shopping into one or two visits to a supermarket a week, they
are no longer visiting small local shops on a daily basis. The habit of picking up a newspaper as they pass
a newsagent or shop in a local general store is being broken.

2.1 Regional newspaper advertising revenues falling fast

As a result, advertisers have been shifting ever-increasing proportions of advertising budgets online to
match these changing consumption habits. As shown in chart 1 below, total regional newspaper advertising
fell by—15% in 2008 and has been forecast to fall by—28% in 2009, reflecting the sharp decline in classified
categories we and our competitors have been experiencing over the last year. This compares to just—1%
decline in regional newspaper advertising revenues in 2007.

At the same time internet advertising grew by 39% in 2007, 19% in 2008 and, although also expected to
be hit by the recession, is forecast to decline by just by—0.2% in 2009, far lower than the decline in regional
newspapers.

Chart 2 below shows that Trinity Mirror’s regionals business is experiencing deep declines in advertising
revenue, down—36% in the first 17 weeks of 2009 compared to the same period a year ago. Recruitment and
Property advertising are both down—50% or more. Other regional newspaper groups have announced
similar levels of decline.

Newspaper groups such as ours recover some of this lost print income through revenues from their own
digital products, but the net eVect is negative because of the small size of embryonic digital businesses and
the highly competitive digital market. In 2008, despite significant growth, our regional digital revenues
accounted for just 3.9% of total revenues for the regional business. In addition, chart 2 shows our regional
digital advertising revenues are down—14% in the first 17 weeks of 2009 compared to the same period a
year ago.

As a result, despite the slowdown in the growth of internet advertising, the fragmentation of media and
cyclical pressures threaten the existence of the regional press.
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Chart 1

INTERNET ADVERTISING MARKET OVERTAKES REGIONAL NEWSPAPER
ADVERTISING WHICH IS SHRINKING FAST
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Chart 2

OUR REGIONALS BUSINESS HAS EXPERIENCED STEEP REVENUE DECLINES ACROSS
ALL ADVERTISING CATEGORIES

Trinity Mirror Regional business advertising revenue trends
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2.2 New competitors in local markets

This net loss of advertising revenues by regional newspaper groups demonstrates the fragmentation of
media in the digital era, as market entry barriers have been swept away. We are now in direct competition
with a raft of competitors on the internet which did not exist just a few years ago, such as Rightmove in
property and Monster in jobs, which provide localised classified advertising content from national
platforms. Other companies such as Google, Craigslist and Gumtree all have an increasing local focus.

In addition, Local Authorities are cutting advertising spend in the regional press as they develop their own
websites and in some cases launch their own newspapers and this is further weakening our core advertising
base. This is a particularly worrying trend. A number of local authorities are producing heavily subsidised
newspapers that have moved far away from traditional four-page information sheets to publications that
openly compete with commercial newspapers for advertising.

All this is happening as our local newspapers and websites compete with an ever expanding BBC and its
call on consumers’ time and eyeballs.

3. Consolidation: Benefits, Barriers and the Effect on Competition

3.1 The need for strong newspaper groups

As shown above, the structural changes aZicting the newspaper industry combined with the current
cyclical pressures have led to falling circulations and weakening advertising revenues which threaten the
viability of the regional press.

Our goal is to build a growing multi-platform media business, across print, online and mobile. But we are
facing an unprecedented combination of rapid structural changes coupled with a severe cyclical downturn
of which we have not yet seen the bottom. British consumers need strong, robust, eYcient and profitable
regional newspaper businesses of scale, in order to safeguard the regional press that they value so highly and
develop compelling local digital services.

3.2 Benefits of consolidation

Newspaper groups will need to merge to survive. Consolidation would enable sharing of back oYce costs
and increased scale economies, with bigger audiences and more local brands. Improved profitability will save
a number of newspaper titles which would otherwise be closed and enable us to invest in digital media.

Key benefits of consolidation would be:

— Synergies in functional areas such as senior management, HR, IT, Finance, Marketing and oYce
costs would lower the fixed cost base of the business and improve profitability;

— In geographies where there is an overlap of titles, cost-sharing in all areas, from editorial and sales
to printing, distribution and premises would improve profitability of both titles and increase the
likelihood of both titles surviving;

— In areas where the population and–or advertiser base cannot sustain two titles indefinitely, a merger
may result in the closure of one title but a strengthened and sustainable improvement in the
profitability of the other, thereby enabling communities to continue to be served by the regional
press;

— Scale benefits across the business, from newsprint procurement to improved access to capital
markets;

— Combined cashflow providing greater stability for the combined entity and improved ability to
service debts and pension liabilities in the face of increasing pressures of a declining advertising
market;

— Additional cash to invest in digital development.

3.3 Vibrant competition for regional newspapers

Only a few years ago a local advertiser had no real option but to use the local press for pure classifieds,
for birth, death and marriage announcements or to promote a small business. The advertiser can now, and
increasingly is, doing all of that through the internet. eBay, Craigslist, Gumtree, other niche competitors as
well as our own local sites mean that any Wanted, For Sale, Lonely Hearts and other personal classifieds
have real local competition even from large National internet sites. Rightmove, AutoTrader and Monster
provide local advertising services for property, motors and jobs. Further examples are in the tables below.
As a result, mergers between major newspaper groups cannot now, in our view, lead to a substantial lessening
of competition because the local press no longer enjoys any real market power.

In addition, regional newspaper groups are now in competition with Google and other search engines,
which use a targeted advertising model to poach large and small advertisers from regional newspapers across
all of these advertising categories. In the past, only regional newspapers and directories such as Yellow Pages
were able to match local advertisers with local audiences: now we compete with Google whose very business
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model is based on this kind of targeting. Search advertising was estimated by Enders to be worth around
£2 billion in 2008, compared to £2.3billion for regional newspaper advertising, and is expected to grow by
4.5% in 2009.

Table 3(a)

EXAMPLES OF KEY PURE-PLAY INTERNET COMPETITORS

Key competitors Category Comments

Google All Search advertising pioneer with
unmatched scale

Yahoo All Search and display advertising giant
Rightmove Property UK Listed property market specialist
Ebaymotors Motors Auction site now 2nd most popular in

motors
Monster Jobs US listed jobs classified giant
Gumtree Private sales Ebay-owned free ads leader
Craigslist Private sales Free classified pioneer
Moneysupermarket Financial/travel/other UK listed price comparison market leader

Table 5(b)

EXAMPLES OF KEY WEBSITES OWNED BY COMPETING MEDIA GROUPS

Key competitors Category Sites

DMGT Property, jobs, motors Findaproperty, Primelocation, Motors, Jobsite,
News International Property Propertyfinder, Globrix, Hotproperty
Guardian Media Group Motors, property Autotrader, Thinkproperty,
Newsquest Motors/Other Exchange & Mart
Reed Elsevier Jobs TotalJobs
Gannett/Tribune Jobs Career Builder

In their diVerent ways, each of these sites competes with our regional newspapers and our digital
advertising products. There is now almost unlimited consumer choice. Proprietary research we have
undertaken in our key regional footprints reveals that a significant proportion of people will turn to the
internet to look for jobs, property and cars, as shown in chart 5(c) below. The result is that if we charge
advertisers too much, they will simply go elsewhere.
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Chart 3(c)

RESEARCH DEMONSTRATING COMPETITION FROM THE INTERNET IN OUR
GEOGRAPHIC AREAS
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Source: Proprietary research conducted in June 2008 for Trinity Mirror by GfK

3.5 Competition in niche advertising categories

We understand that the OFT–Competition Commission has, in past merger decisions, highlighted several
categories of advertising for which there are not thought to be eVective competitive constraints. These
include Public Notices, display advertising by smaller businesses providing local services and classified
advertising for private individuals such as announcements of Births, Marriages and Deaths (BMDs).

We have demonstrated above that the regional press faces substantial competition from the internet across
the board, but it is also worth noting these niche categories account for a small proportion of our total
advertising revenues; for example just 6% for BMDs and 5% for Public Notices (2008), as shown in the chart
below. Therefore we believe that a newspaper merger could not be said to result in a “substantial lessening
of competition” in these areas, due both to extensive internet competition and the small contribution of these
revenues to our business.
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Trinity Mirror Regional Advertising Revenue: selected 
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It is worth noting here that there is yet another potential threat to the regional newspaper industry from
government pressure on local authorities to move many of their public notices on line. Apart from the lack
of transparency inherent in such a move (significant parts of the country do not have anything like universal
broadband take-up), a steady income stream will be taken from the regional press.

Local Authority “Newspapers”

A new threat to the viability of local and regional newspapers has been the launch of a number of faux
newspapers published by local authorities. These new publications have moved on from the familiar local
information and council puV-sheets over four or eight pages. They now represent themselves as alternatives
to commercially published newspapers. They purport to carry local news and hold themselves out as full
alternatives local newspapers to potential advertisers. Some even publish advertising rate cards with direct
comparative cost per thousand rates against local newspapers.

Trinity Mirror has a number of serious concerns about such publications.

Shadow publishing exercises have demonstrated that they are not independently commercially viable and
are therefore being published at a direct cost to local council tax payers.

Commercial publishers are therefore facing direct competition from an operation in receipt of direct
subsidy from public funds.

No one can believe that the reporting of local events, particularly of local authority–council aVairs, will
be impartial or independent in these mini Pravdas under the control of local council Directors of
Communications.

These publications will not serve democracy but will simply add to the pressures on commercial
operations without the luxury of a publicly funded safety net.

Conclusion

The regional newspaper industry is under a three or four pronged attack; from an expanding choice of
media outlets, from subsidised local authority newspapers, from an ever expanding BBC and a move of
traditional (mainly government) revenues on line. This is all compounded by a cyclical downturn in
advertising revenues of an unprecedented nature.

Perhaps the only way that regional newspapers will survive and be able to continue to play their vital role
in a democratic society of the provision of local news is through consolidation. In some areas that may mean
only one local newspaper rather than two but one is better than none.

Former concerns about the impact of consolidation on local advertisers should no longer be a barrier as
the growth of real substitutes, in particular the internet, means that local and regional newspapers have no
real pricing control.

May 2009
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Written evidence submitted by Guardian Media Group plc

1. Introduction

1.1 GMG welcomes the opportunity to contribute to the Committee’s inquiry. We believe that the future
of local and regional media is a very important and pressing issue—one which has rightly moved up the
political agenda in recent months. At stake is not only the health of the UK’s creative industries, but also
that of our local communities and democracy.

1.2 Local and regional media, and in particular local and regional newspapers, play a vital role by
reporting and commenting on news that aVects people’s lives, holding authorities to account and
underpinning local—and therefore national—democracy.

1.3 The business model which for many years has supported local and regional journalism has been
fundamentally challenged by structural changes such as classified advertising moving to online businesses
and the abundance of free content on the web.

1.4 This has been going on for many years, but the recession has highlighted these structural problems
and exacerbated their eVects. The last year has seen dramatic falls in advertising revenues, threatening the
viability of many local and regional newspapers and resulting in widespread cutbacks and the closure of a
number of titles. Due largely to the structural issues at play, we do not expect revenues to return to previous
levels even when the economy recovers. The threat to the future of local/regional news provision will remain.

1.5 Addressing these issues is the responsibility of industry. It is not enough simply to complain about the
problems without oVering solutions. However, government and regulators also have a role to play.

1.6 In the immediate term this role would include relaxing the local ownership regime; backing
progressive ideas such as Ofcom’s local consortium model; placing reasonable limits on the activities of the
BBC; encouraging the BBC to engage meaningfully in partnership discussions with commercial players;
encouraging local authorities to support independent local newspapers; and recognising the eVect of search
engines and aggregators on UK content providers.

1.7 The Committee asks respondents for views on a number of issues. We respond below to the majority
of these points.

2. The Impact on Local Media of Recent and Future Developments in Digital Convergence, Media
Technology and Changing Consumer Behaviour

2.1 Parts of the local and regional media industry have traditionally sought to downplay the impact of
the structural changes outlined above. In contrast GMG has said consistently for a number of years that
declines in revenues and readership were being driven by long-term, permanent changes in the market as
well as cyclical economic factors. We do not, therefore, expect revenues to return to old levels even when the
recession abates.

2.2 The recession has accentuated the eVects of underlying structural issues, with devastating eVect. For
example, in the last financial year the profits of GMG Regional Media (a division of GMG) fell by 85%. A
business which made more than £14 million in 2007–08 is now making a loss each month.

2.3 The loss of classified advertising—a major revenue stream for local and regional newspapers—to
online players such as autotrader.co.uk and Monster has had a severe impact. Falling circulations of print
titles have also had a negative eVect in commercial terms.

2.4 However, despite falling print circulations, audience size is not the central problem. Many local and
regional titles have developed highly popular websites and argue that they have thereby expanded their
overall reach. Without question publishers need to develop a strong web presence and engage with new
audiences online in order to be successful in the future. Our own Manchester Evening News has done so
with a site that features not only traditional reporting but also video and audio content, blogs and forums.
The success of the MEN’s website has been reflected in audience size and industry awards.

2.5 However, making a significant commercial return from an online audience has proved extremely
diYcult for all players—“traditional” media and start-ups alike. Online revenues still account for a very
small proportion of the total. This is due to a number of factors, not least of which is the presence of huge
quantities of free content on bbc.co.uk, which makes it virtually impossible to charge users to access content.

2.6 Local and regional newspapers therefore find themselves in a Catch-22 situation: they know the future
is digital; but it is far from clear how they make that future pay for the expensive business of journalism.

3. The Impact of Newspaper Closures on Independent Local Journalism and Access to Local Information

3.1 While it is not clear how media businesses will make a significant return from news on the web, one
thing is clear: the current model, which has long sustained investment in local and regional newsgathering,
is no longer working. Publishers therefore need to find a new model with much lower costs in order to remain
viable. Regrettably, this means reducing the number of people employed by publishers, reducing the number
of centres publishers occupy, and in some cases closing loss-making titles.
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3.2 Some argue that the problems of the regional press are largely the making of owners and managers
who demanded unreasonably high profit margins and irresponsibly cut costs to maintain these margins—
at the expense of quality and therefore audience and revenue. The reality, though, is that the issues are far
deeper and more complex than this analysis allows.

3.3 GMG Regional Media recently announced various changes designed to reduce costs significantly.
These included nearly 300 redundancies and the closure of several oYces.

3.4 Our regional business has consistently invested in its journalism and been at the forefront of
innovation in the sector with, for example, its pioneering multimedia newsdesk and the MEN’s part-paid,
part-free distribution experiment. Nonetheless, it has seen profits plunge and the business move into loss;
and the changes made by local management are designed merely to bring the business back towards break-
even. This is not about huge profit margins, but survival and sustainability as a business.

3.5 GMG Regional Media is committed to retaining as many of its people as possible and continuing to
publish newspapers in the North West and South of England. However, we recognise and share concerns
about the impact of cutbacks on communities and local democracy.

3.6 The blogosphere has an important role to play in the evolving media landscape. GMG has a strong
track record—most obviously via guardian.co.uk but also in our regional division—of embracing the digital
world and innovating in these areas. However, bloggers cannot compensate fully for declines in well-
resourced, independent journalism, and the idea that they can or will immediately step up to fill the vacuum
left by retreating publishers is a fiction.

3.7 Therefore GMG is concerned that declines among local and regional publishers will result in a
journalistic and democratic deficit—a danger now acknowledged by government and regulators.

3.8 GMG has been engaged in discussions with government and regulators for some time about how they
can best support the industry. In the meantime, publishers like GMG Regional Media have no choice but
to make the often very diYcult and unpopular changes necessary to stay in business.

4. How to Fund Quality Local Journalism

4.1 The truth is that no-one has yet come up with a comprehensive answer to this question. GMG is a
commercial organisation and will continue to seek a commercial model to sustain its local and regional
journalism. However, it is clear that fundamental challenges may require radical and previously
unconsidered solutions.

4.2 Ofcom has proposed the establishment of independently funded local consortia, which could include
regional press publishers, to provide broadcast news for the ITV regional news slot, and possibly further
news services online. Ed Richards’ preferred source of funding for such consortia is the BBC’s digital
switchover surplus. While this is not by itself the solution to the problems of the regional press, it could well
be a very positive step in the right direction.

4.3 GMG Regional Media has been exploring this progressive proposal with Ofcom and other parties,
and has oVered to conduct a trial in the North West. While GMG is naturally cautious about the prospect
of even indirect public subsidy, and any regulatory burden associated with it, we recognise that in these
extraordinary times all possibilities should be on the table.

4.4 We also note that public subsidy in other organisations, such as the BBC and ITV, has not
compromised editorial independence, and strongly question why Channel 4 should be seen as a more worthy
recipient of subsidy than other public service content providers—such as GMG.

5. The Role and Effects of Search Engines and Online Content Aggregators

5.1 GMG believes search and aggregation are vital parts of both the present and future online content
landscapes. They provide real value for consumers, and we partner with players in the sector in a variety of
ways. They are not going to disappear, nor do we want them to. However, we think the current market
dynamic between content creators and search engines/aggregators is skewed heavily in the latter’s favour.
This is not conducive to a healthy environment for content creation in the online world.

5.2 Search engines and aggregators benefit from content creators, in the sense that they generate revenue
by acting as gateways to content other people produce. They do not invest in the creation of content (such
as journalism). Furthermore, the most successful online business models (and the lion’s share of revenues)
eVectively involve searching and aggregating content, rather than creating content. This results in a
disincentive to create quality content, and undermines the viability of its provision.

5.3 The argument has traditionally been that search engines and aggregators provide online publishers
with traYc in return for the use of our content, and this is enough to make the relationship symbiotic and
equal. However, there is a vast over-supply in the market of advertising inventory, and yields have come
under severe downward pressure. As a result, the value of the traYc generated by search engines and
aggregators has reduced significantly.

5.4 This is happening at a time of broader concerns about the viability of the business model for quality
online content. This applies to both the regional and national press. As is well-documented, classified
advertising revenues have already moved away from local and regional publishers to a significant degree.
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As it stands, it is hard to believe that display advertising alone will be able to fund a healthy plurality of
quality online content. Furthermore, there remains no viable model for players such as GMG to take
revenue directly from consumers in return for content—not least because of the vast quantities of free
content the BBC publishes on bbc.co.uk.

5.5 It is not realistically open to content providers simply to exit the search market and remove their
content as a way of objecting to the nature of the relationship—due the presence of a single, dominant player
in the market: Google. Even if content providers decided to object, they have no eVective sanction because
there is no alternative route to market. Content creators cannot simply remove their content from the
dominant player because the damage to their business would be significant. As such, this increasingly
appears to be an issue that requires examination from the point of view of competition law principles.

5.6 We raise these concerns not because we are trying to protect an old business model, but because we
are trying to create new models for a new world—models that will support investment in quality content.
These new models will require fair acknowledgement of the value that our content creates, both on our own
sites (through advertising) and “at the edges”—in the world of search and aggregation.

5.7 A successful Digital Britain will need successful UK content providers. At present, we are seeing a
substantial drain of value away from the UK creative economy, as an ever greater proportion of online
revenues and profits go to non-UK-based search and aggregation businesses. We have strongly encouraged
government to use the final Digital Britain report to acknowledge the importance of this issue and the need
to examine it further.

6. The Future of Local Radio and Television News

6.1 Commercial radio plays an important role in the provision of public service content, including news,
despite the huge discrepancies in funding between the commercial sector and the BBC’s increasingly
dominant radio presence—a presence that consistently creeps beyond the boundaries of its intended remit.

6.2 Commercial radio faces very serious challenges. Ofcom estimated last summer that some 40% of
commercial radio stations were loss-making, and conditions have of course worsened considerably since
then. Relaxing outdated rules will go some way to easing the pressure on players in the sector, for example
by allowing greater co-location and networking, and we welcome the conclusions of the Myers independent
review of local radio.

6.3 Such a relaxation is important if the UK is to continue to have a genuine counterweight to the BBC
in radio—in the form of viable commercial competition.

6.4 GMG Regional Media has been a pioneer in local TV in the UK with its city TV station for Greater
Manchester, Channel M. The station has provided a range of programming from news to lifestyle, music and
sport, and has attracted a substantial audience. It will be available on Freeview from November this year.

6.5 The economics of local TV have always been challenging. Channel M has never made a profit and
the recession has caused losses to widen, necessitating cutbacks. However, it provides a valuable public
service, has brought many benefits to GMG Regional Media, and local TV could play an important role in
Ofcom’s local consortia model—an option GMG Regional Media is exploring with the regulator and
industry.

7. The Desirability of Changes to the Regulatory Framework, including Cross-media Ownership
and Merger Regulations

7.1 We welcomed the government’s invitation to the OFT to conduct a review of the merger regime in
relation to the local media sector, and are contributing to this work along with our industry peers.

7.2 Analysts’ forecasts suggest that a substantial proportion of the UK’s local and regional newspapers
face closure in the coming year. A regulatory environment that oVers more encouragement to owners to
consider mergers, disposals and acquisitions will be a positive step for the sector, and for the future viability
of local and regional journalism.

8. The Opportunities and Implications of BBC Partnerships with Local Media

8.1 GMG welcomes the BBC’s attempts to become more open and to partner with commercial
organisations. There are potential benefits for local and regional publishers, such as the ability to use BBC
content, or the iPlayer, on their websites.

8.2 However, these benefits should not be overplayed, nor is this the first time that the BBC has raised
the possibility of partnerships in response to criticism. As an example of this: the BBC recently leaked a story
about an imminent partnership deal with the regional press. This came as something of a surprise because—
like the wider industry—we were unaware of the existence of such a deal.

8.3 Our experience of attempting to partner with the BBC is that despite encouraging conversations and
positive intentions on both sides, the culture of the BBC acts as an inherent, institutional barrier to eVective
partnership. For all the admirable public service values of the BBC, at root it is set up to compete—and to
win. Very few of our past eVorts to build partnerships with the BBC have resulted in concrete benefits for
our businesses.
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8.4 Despite this, we hope that the BBC’s latest proposals will deliver advantages to commercial players,
and we will continue to work with the BBC to take this forward where we can. Such partnerships will not,
of course, provide a solution to the structural issues faced by the local and regional media industry.

8.5 The Committee is aware of GMG’s views on certain of the BBC’s expansionary activities, so we will
not go into detail again here. To summarise: establishing reasonable parameters for the BBC’s activity and
ensuring proper oversight by the BBC Trust will be essential to the success of the UK’s creative economy,
because such actions will allow the commercial sector to invest with greater confidence in the future of their
own businesses.

9. The Extent of Plurality Required in Local Media Markets

9.1 The prospect of the BBC eventually becoming the sole provider of regional news is unattractive in a
variety of ways. It is important that plurality of news provision is maintained at a local and regional level.
As Ofcom’s research has shown, the public supports this view.

9.2 GMG believes that the right action (as outlined above) by individual companies, industry, regulators
and government will help to maintain the plurality which is so valuable to the UK’s creative economy, our
communities and our democracy.

About GMG

Guardian Media Group plc (“GMG”) is one of the UK’s leading multimedia businesses. Our portfolio
includes national, regional and local newspapers, a range of websites, radio stations, magazines and
business-to-business media.

GMG divisions and joint venture companies:

Guardian News & Media publishes the Guardian and Observer, two of the UK’s most respected
and successful newspapers, and guardian.co.uk, the internationally successful website.

GMG Regional Media publishes the Manchester Evening News and its website, and a number of
weekly newspapers and websites in the North West and South of England. It also includes Channel
M, a TV station for Greater Manchester.

GMG Radio operates regional stations across the UK, predominantly under the Real Radio and
Smooth Radio brands.

GMG Property Services operates software providers to independent estate agents.

Trader Media Group publishes Auto Trader, the leading motors classified website and magazine,
along with a number of other titles and websites. Trader Media Group is jointly owned by GMG
and Apax Partners.

Emap is a leading international business-to-business publishing, events and information company.
It is also jointly owned by GMG and Apax Partners.

GMG is wholly owned by the Scott Trust, which was created in 1936 to secure the financial and editorial
independence of the Guardian in perpetuity.

May 2009

Written evidence submitted by The Press Association

Executive Summary

The Press Association is the national news agency of the UK and Ireland and the UK’s leading multimedia
news and information provider. Through our relationships with local and regional print, TV, radio and
online media outlets, we are acutely aware of the issues being faced by the industry during this period of
structural change and cyclical downturn.

Drawing on our experiences at the heart of the news industry, we would like to make the following
recommendations to the committee:

— The Press Association strongly supports Ofcom’s proposals for independently funded news
consortia which could play an important role in supporting the development of multimedia
newsrooms in the nations and regions.

— We believe that free content sharing by the BBC would distort the market for news provision. An
alternative solution for maintaining plurality would be to encourage the BBC to outsource a
percentage of its newsgathering to commercial providers.

— Collaborative working and knowledge sharing between the BBC and the commercial news industry
would provide value to the local and regional media.
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— There are growing concerns that coverage of public service institutions and the democratic process
is being eroded by the pressures in the news industry. We recommend the setting up of a review body
to assess the scale of the problem and investigate possible solutions, including public funding.

— The changes being experienced by the media industry will require major re-skilling of regional and
local print journalists which could be supported by Government incentives.

The Press Association—A Multimedia Agency for a Digital Britain

1. Founded in 1868, the Press Association was established with the principle of co-operation and
partnership at its core. Our shareholders comprise a diverse selection of key media companies, including
News International, the Daily Mail and General Trust, Trinity Mirror, the Guardian Media Group, United
Business Media, The Telegraph Group, Johnston Press, Archant, DC Thomson, Midland News Association
and Thomas Crosbie & Co.

2. From our central position in the media market, we provide a range of scalable, high-quality, cost-
eVective news and information services that benefit UK citizens as well as news providers. We deliver
continuous feeds of text, pictures, video and data into newsrooms which are relied on by journalists around
the country as a trusted source of news. As an institution, we share many of the commitments and values
of the UK’s public service broadcasters, reporting the news fairly, accurately and impartially and developing
innovative products and services to meet the needs and demands of audiences, advertisers and media owners.
We also have a well-established and trusted relationship with key institutions and event holders in the UK.

3. The organisation has invested heavily in its capabilities as a multimedia agency over the past five years,
including developing a fast and flexible approach to quality video newsgathering on a cost base suited to
next generation provision. We have also established a new “digital pool” with Downing Street, Whitehall,
Buckingham Palace and the UK’s major political parties to ensure that industry participants and their
audiences gain access to national news events in video. This sits outside the current broadcast pool and
aVords access to a range of newspaper and digital-only clients, and their audiences, previously excluded by
existing broadcast arrangements.

4. We have a long-established relationship with, and understanding of, the requirements of local and
national news providers. Our delivery system links to every daily newspaper, broadcast newsroom and most
digital news providers in the UK, supplying a flexible, high-quality communications network and
distribution infrastructure.

The Market Context

5. The news media are strongly interconnected, with local and regional news providers reporting at a local
level and investing in local newsgathering and journalism training. National media outlets rely upon the
contributions made by these providers, with many stories originating locally before being picked up by
national media and many journalists at national outlets coming through from the regions. The local and
regional media provide a trusted source of public service information and accountability for local
communities and it is vital that this role continues.

6. The news market is currently experiencing a period of structural change and cyclical downturn, with
local and regional television, print and radio facing significant commercial pressures and seeking to realign
their cost bases with a more challenging market environment. As well as dealing with the pressures felt by
their traditional markets, these news outlets face the challenge of investing in multimedia to meet audience
need for content on new platforms. New forms of news provision such as digital media aggregators and blogs
are evolving rapidly, but many of these rely on existing news providers and, in general, do not themselves
invest in local newsgathering or journalism.

7. In light of these challenges, the Culture, Media and Sport Committee inquiry is timely. Through our
relationships with print, TV, radio and online media outlets, the Press Association is acutely aware of the
issues being faced by the industry. We would like to make recommendations to the committee in the
following areas: independently funded news consortia; BBC partnership proposals; local democracy and
public service reporting; and training.

Independently Funded News Consortia

8. The Press Association strongly supports Ofcom’s proposals for independently funded news consortia
to provide regional news on ITV or any new commercially funded public service institution.

9. As Ofcom has made clear, it is essential that any proposed solution for the future of regional and local
television news should not focus only on broadcast news programming, but on delivering local and regional
news content on all platforms. Proposals should take into account the complex interplays between news
services in a converged multimedia and increasingly interconnected market.

10. Independently funded news consortia could play an important role in supporting the development of
multimedia newsrooms in the nations and regions, helping local and regional news providers to invest in
new forms of newsgathering and journalism. This approach will help to ensure the provision of an
alternative source of news to the BBC in the devolved nations and English regions—essential for plurality.
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11. We agree with Ofcom that this will require funding from Government—which could play an
important role in supporting the wider market and help to build new skills and capabilities.

12. While the proposals will not solve all the issues currently faced by the local and regional media, they
will provide a level of support and encouragement for organisations to diversify into multi-platform
providers.

13. Through the digital network we already have in place with every print, broadcast and online
newsroom, the Press Association can play a central role in coordinating shared resources with news
consortia across the regions. This would provide a networked infrastructure for the delivery of
multimedia content.

14. The Press Association is ideally positioned to play a key role in video newsgathering for the consortia.
In addition to existing news video services, we recently launched a “video wire” providing raw footage of
the day’s main diary stories and non-exclusive events. Supplied as an end-to-end digital service, the wire
provides high quality video without the costs usually associated with broadcast newsgathering. Working
with an agency video gathering service would allow consortia members and others to focus their resources
on distinctive journalism and enable plurality. For regional newspapers, we have oVered the video wire
service free on a six-month trial basis to help stimulate development of multimedia services.

BBC Partnership Proposals

15. The Press Association is concerned that free content sharing—or “dumping”—by the BBC could
distort the market and have very damaging implications for commercial news provision.

16. The news market would see a reduction in diversity and greater homogeneity, with providers only
having access to BBC content which they are unable to monetise. Content sharing will set the BBC up as
an agency provider of video news, a role currently fulfilled by the Press Association.

17. The BBC has already conceded, through its MOU with ITV, that video content around core diary and
non-exclusive events does not need to be gathered by more than one news organisation. The Press
Association agrees that duplication of newsgathering around these stories soaks up precious resources that
could be applied elsewhere to help diVerentiate news output. The BBC could support plurality by
outsourcing a percentage of its newsgathering operation to commercial providers. This model could see the
BBC contributing to core video newsgathering by an agency, which also supplies video content to local and
regional media companies, providing better value to the BBC and licence fee payers.

18. However, we believe there are many ways in which the BBC could work with the industry to provide
value to local and regional media. Proposals for knowledge sharing and collaborative working could
include:

— Sharing audience and usability research.

— Sharing online usage data.

— Developing solutions on technical infrastructure.

— Developing common standards for metadata and tagging.

As news providers enter a new era of newsgathering and provision, the Press Association would
welcome the opportunity to work with the BBC and others on industry standards which will allow the
free flow of information between providers and audiences.

Local Democracy and Public Service Reporting

19. The Press Association recognises that there are growing concerns around the coverage of
fundamental issues of public interest, such as the administration of local justice, scrutiny of local decision-
making and community engagement. As news organisations face unprecedented change, there is anecdotal
evidence that this key function of the news media is being eroded, leaving a deficit in reporting of the
function of public institutions and the democratic process.

20. If council-run newspapers were to become the only source of information on local authority issues
in some parts of the country this has worrying implications for holding public institutions to account.

21. We are not aware of any comprehensive research into the extent of the issue. We would recommend
the setting up of a review body to assess the scale of the problem and investigate possible solutions. A
review should consider provision of public service reporting in a digital Britain—what information is
relevant to the public in a multi-platform, digital environment. This should include data as well as news
reporting.

22. One possible solution could be contestable public funding for central news and information
gathering from the courts and other institutions. Supplying news organisations and information providers
with this core reporting and data would allow them to continue to inform and engage the public as well
as focus on delivering plural and creative market solutions. The format for this information would be
informed by the review body – a thorough assessment of the situation is essential before public funding
on a UK-wide basis could be considered.
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Training

23. The structural change being experienced by the news industry and the emergence of independently
funded news consortia will require major re-skilling of regional and local print journalists to give them
the skills to operate in multi-platform businesses. The Press Association’s journalism training arm has
already trained 500 journalists from print media outlets in multimedia skills. All our training is currently
provided at full cost to our clients with no direct support from Government, brokerages such as Train
to Gain, or the Learning and Skills Council. The Government could support the eVorts of local and
regional news providers to invest in training and in the development of new skills and capabilities by
creating incentives such as tax credits.

May 2009

Written evidence submitted by the Newspaper Society

1. The Newspaper Society represents the regional media industry. Its members publish around 1,300 print
titles, 1,200 websites, 450 magazines, 250 ultra local titles, 45 radio stations and 2 TV services.

2. Britain’s local media is reaching more people than ever across its print, online and broadcast platforms,
delivering trusted local news to 40 million print readers a week and 24 million web users a month.

3. There is a continuing and growing demand for the independent and campaigning local news, opinion,
comment, information and advertising, which are uniquely supplied by our members’ regional and local
media companies.

4. The industry is developing these services, in ever evolving forms across ever increasing multi-media
platforms, in order to attract and retain its audience against ever increasing competition for the advertising
which tradionally funded its editorial and other services.

5. We refer you to the NS website www.newspapersoc.org.uk which publicises some of the regional, local
and ultralocal innovations and services provided by our members.

6. The industry currently faces an unprecedented combination of economic and structural challenges. It
has explained to Government and regulators what action is needed now to assure the future of a lively, vital
and relevant regional and local media. We refer you to our public response to Digital Britain interim report,
also on our website.

Reform of Local Media Ownership Controls

7. Urgent changes to the media ownership controls (Enterprise Act 2000 and Communications Act 2003)
are necessary, in order to allow transfers of regional and local titles between publishers, as well as mergers
of companies.

8. In addition to changes in the substantive law, the OFT and Competition Commission should improve
their approach and guidance on local media markets and regional media transfers and mergers. They should
recognise the realities of the range and intensity of competition, both advertising and editorial, in local
media markets.

9. Cross-media ownership controls over local newspaper/broadcast media should be relaxed and
removed.

10. The industry is participating fully in the OFT/OFCOM/DCMS/BERR reviews under Digital Britain
but urgent action by Government is needed.

Public Service Broadcasting, Partnerships and Regional Media Opportunities

11. Regional and local media companies are keen to explore all opportunities for multi-media regional
development and multi-media markets for their regional and local advertising, editorial and other
content services.

12. They are developing multi-media portfolios of print, broadcasting, mobile and online services.

13. Regional media companies are interested in exploring regional media consortia, perhaps best
achieved through an experimental pilot project and are in discussions with a wide range of other interested
media organisations.

14. The Government should engage helpfully with regional media on strategy and development, enter
into a helpful dialogue with the regional media to minimise any regulatory problems, especially ownership
and competition issues, explore public service funding options and promote helpful development of the
technical infrastructure, broadband roll out and spectrum issues.
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15. The regional press needs to have confidence that mutual benefits will be obtained if it develops closer
relationships or partnerships with the BBC. To that end it argues for the need for better governance, tighter
controls and improved enforcement over a range of the BBC’s activities, whether licence fee funded or
commercial, which could or already have an adverse market impact upon the regional press.

16. The regional press believes this should include a fundamental review of the BBC’s governance, licence
fee and regional publicly funded activities.

Government Advertising and Local Authority Publicity

17. Government departments, which are already encouraged and expected to connect with local
communities by engaging with local and regional media editorially, should be instructed to look equally
favourably upon local and regional media, rooted within those communities, for advertising campaigns,
recognising the unique public value, trusted environment and eVectiveness such spend oVers, with resulting
benefits to the local community.

18. The Government should not bring forward legislation to require relaxation of any statutory
requirements for publication of public notices in local newspapers. It should continue to include such
requirements in new legislation. This not only alerts and informs those interested, but also encourages and
maintains openness and accountability, while also supporting the local media which are the cornerstones of
local communities.

19. The Government should issue guidance to local authorities:

— to discontinue publication of local government newspapers and media services in competition with
the independent commercial media (see www.newspapersoc.org.uk);

— to stop carrying third-party advertising in their print publications or other platforms eg
websites; and

— local authorities and public sector bodies should be encouraged to place recruitment and other
advertising in the more eVective independent local and regional media.

Intellectual Property

20. The Government should not alter the current UK legal framework or do anything which undermines
the intellectual property rights of publishers. Government policy should not constrain the ability of parties
to negotiate terms on which regional media companies choose to make their content available or charge for
it, but should encourage and support industry and market-led solutions.

21. It is regional media companies that invest in the journalism which provides the basis of the rest of the
media’s news output. News gathering, the raw material for any media organisation, is especially expensive.
The industry has therefore suggested that the Government should urgently explore in consultation with
publishers eVective ways in which Google and others should be prevented from profiting from third party
content, without recompense to, or the consent from, the media companies who generated the material upon
which they have built their businesses.

22. The Government should not extend the legal deposit regime or encourage the British Library to
exploit the multi-media content generated by regional media companies and the audience for it, to the
commercial detriment of such companies.

Training

23. If the Government wishes to provide funding for media training, then the industry would prefer direct
funding for journalism training in traditional and digital skills, for new entrants and for skills development
of existing employees, supplied direct to media companies and to the National Council for the Training of
Journalists that oversees training for the industry.

Press Freedom

24. The Government should not create new direct or indirect controls over print and online content,
through implementation of the Audiovisual Media Services directive, or under the guise of “media literacy”
initiatives, or held out as a condition for over due reform of the media ownership laws or practice of the
competition authorities.

25. The Government should promote freedom of expression, media freedom, open government, freedom
of information and open justice. For example, reform of the UK’s over restrictive libel and privacy laws is
needed. There should be a reduction in restrictions upon access to and reporting the civil, criminal and
coroners’ courts, instead of new ones imposed. There is particular need for the immediate reform of
conditional fee arrangements and costs regime in publication proceedings that already have a costly and
chilling eVect on the regional press.
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26. The Government should implement the “freedom of expression” audit, promised by the
Prime Minister and Lord Chancellor, which would entail prior detailed consultation with media
organisations, before legislative proposals are put forward that can have adverse and unintended impact
upon media freedom.

May 2009

Supplementary written evidence submitted by the Newspaper Society

— Regional and local media—nearly 1,300 core newspapers, 1,200 websites, 700 magazines ! ultra
local titles, 45 radio and two TV stations. (NS Annual Industry Survey)

— 82% of UK Adults read a regional newspaper in print, over 40 million adults. Over 24 million
unique users access local media websites. Readership of regional and local newspapers in print is
growing (!1.6%) (BMRB/TGI) and many groups report their online audiences are growing at an
annual rate of 40%.

— The local media sector employs 38,000 people, with nearly a third (30%) of these editorial staV.
(NS Annual Industry Survey)

— As a source of local news and information, local newspapers are three times more popular than
the next medium BBC TV news. (YouGov 2007) Local newspapers and their associated websites
are 49% more trusted and relied-upon than the nearest medium, commercial TV. (The wanted ads
III 2007, TNS)

Difficulties

— Industry facing both structural and cyclical change. Critical problem is the latter—sudden
advertising downturn caused by the recession (property, motors, jobs—main sources of revenue,
barometer of UK economy).

— Severity of downturn proving enormously challenging for all media sectors—local media no
exception.

— Regional press print advertising was down 15.8% year on year (source: Advertising Association
2008 v 2007). Classified advertising—most important revenue stream for regionals and a
barometer of the wider economy—particularly badly hit: jobs advertising down 19.4%, motors
down 16.8%, property down 31.5% (source: Advertising Association 2008 v 2007).

— Challenges: tough competitors eager to take a slice of the local markets we serve well: Google,
Monster, Gumtree, and public sector: BBC and local authorities (local council newspapers and
websites increasingly competing for readers and advertising revenues. Public right to know issue at
stake). Independent local media services available or being developed: classified online, blogging,
videostreaming. Distinction between fair and unfair (publicly-funded) competition.

— Loss of revenue means painful decisions as for many industries globally—closure of loss-making
titles, redundancies, pay freezes. 70 titles closed in past year (all but seven were free weeklies). 70
out of nearly 1300 core titles % around 5% of total. Ofcom has pointed out that most of closures
were marginal free titles occupying second or third position in local market, and should be
considered in context of significant expansion of free titles in 1980s (ie,rationalisation).

— Editorial jobs within the local media sector are being protected wherever possible. The industry’s
workforce reduced by around 8% in 2008 compared with 2007, while editorial numbers reduced
by 5% over the same period. The job types hardest hit are commercial/advertising/ marketing,
production, clerical/admin and distribution. The proportion of editorial staV to the total has
increased (from 27% in 2006 to 30% in 2008) There has also been major investment in editorial
systems and training in video journalism etc as part of the transition to integrated multimedia
newsrooms.

Reasons for Cautious Optimism

— While regional press print advertising revenues were down 15.8%, their internet advertising
revenues (although still tiny in revenue terms in comparison with print) grew by an estimated 19%
in 2008. Online recruitment advertising is growing at an even faster rate for local newspaper
websites (!17.1% yoy) than for the big specialist recruitment sites like Monster, Jobsite and Fish4
(many of which are owned by newspaper companies) (!5.6% yoy). Local newspaper websites have
positioned themselves well to capture advertising migration and are quietly stealing share from the
specialist recruitment sites. Demonstrates eVectiveness of local newspaper website advertising. Yet
government continues to divert advertising out of local media and onto government-owned
websites and publications (eg, NHS e-recruitment, local councils).
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— The number of people buying local newspapers is also down but not as badly aVected as ad
revenues. People are still buying and reading local papers as the only reliable source of local news
and information. People also now accessing their websites in ever greater numbers—particularly
important during crises (eg, floods, snowstorms). Local newspaper print circulation down by 5.7%
and print readership remarkably stable but internet traYc to local newspaper websites up by
around 25% in 2008.

— Local media has a key role to play in Digital Britain. Investment by local newspaper companies in
recent years into new platforms, special interest and ultra local publications, converged multimedia
newsrooms, video journalism, UGC, mobile sites and other digital and print innovations means
that local newspapers are now a multimedia communications business: internet, video-streaming,
podcast, text services, all driven from the trusted newspaper brand and focused on core business
of local community news and information. Reaching more of the population than ever before as
well as rapidly growing their online advertising revenues. Well positioned to supply PSB (eg, ITV
regional news services.)

Government Action

The Government can help. The NS has been asking for the Government to act on these areas as a matter
of urgency:

(i) The increasing threat posed by local authority publications, websites and broadcast services
purporting to oVer “independent” local news and competing with local media for readers and
advertising revenues;

(ii) The proposed removal of legislative and other obligations to place statutory notices in regional
and local newspapers (Power of Information Taskforce recommendation 11);

(iii) The sharp decline in government advertising in local media despite universal acknowledgement by
politicians of their importance to communities and the fact that they are better read and more
trusted than other media; and

(iv) Changes in the approach and guidance on local media markets and regional media transfers and
mergers. Relaxation of cross-media ownership controls over local newspaper/broadcast media to
allow full development as multimedia businesses.

Summary

— Local media companies can come through the current economic diYculties if they are given the
freedom to innovate and develop.

Local Authority Publications

NS audit of 436 local authorities across UK (April 2009) found that:

— Most councils publish their own newspaper or magazine;

— Many have similar names/layout to independent local papers;

— Half of London boroughs publish monthly or more frequently;

— 90% of London borough publications take advertising; and

— 54% of council publications outside London contain non-council news.

Examples:

— Tower Hamlets publish the weekly newspaper East End Life. Its losses are believed to cost council
taxpayers £250,000 per annum.

— Barking & Dagenham’s fortnightly newspaper, The News, replaced its monthly publication in May
2009. It is believed the publication has six staV members and is actively targeting advertising from
the commercial market. Specially branded The News pick-up bins have been cemented into the
pavement outside the tube station.

— Thurrock Council is considering a fortnightly newspaper to be distributed free to every household
in Thurrock. It would pull all its advertising out of local papers, particularly the Thurrock Gazette,
and hire three more staV, including an ad manager to promote The News to potential advertisers.
The council estimates it will lose £100,000 a year but true losses could be three times that amount.

— Greenwich Time is a competitive weekly free newspaper published by the council. It is estimated
to make an annual loss of £300,000. It has also built permanent pick-up bins for its own newspaper.
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— The fortnightly council-run Lambeth Life is believed to have the highest distribution of any council
newspaper in London. Minutes from the council meeting in May show the council is considering
whether to increase third party advertising and the number of editions.

— NS is aware of a local council which has reneged on a signed advertising contract with a struggling
local paper. As a direct result, the publisher has now closed the newspaper (commercially sensitive
so it is not possible to name the title or council).

LGCommunications research (The Impact of Council Publications: May 2009):

— 94% of councils produce a magazine or newspaper;

— 64% of council publications carry advertising;

— 16% of local authorities carry statutory notices in their own publications;

— 85% of council publications have news pages;

— 71% of council newspapers have local events listings; and

— 27% of local authorities think their publication has the look/tone of a quality tabloid.

Frequency:

— Councils publishing seven to 12 times a year are most likely to be London boroughs (41%) and
unitary authorities (35%);

— Less frequent publications have more impact for most councils with the optimum level of
publication no more than quarterly; and

— Residents are more likely to be informed about council services and benefits, satisfied with the
council and feel it oVers value for money if the publication comes out once or twice a year and less
likely if it is published 7 to 12 times a year.

LGA submission to Whittingdale Committee:

“A typical council magazine is distributed three or four times a year, and 98% of councils say they
produce their magazine to provide information about public services.”

“A quarter of council magazines carry no advertising at all, and a third comprised less than 10%
advertising.” [Therefore three-quarters do carry advertising and two-thirds comprised more
than 10%]

“Over half of respondent councils produce a magazine only three or four times a year, and 79% up
to only six times a year.”

“The LGA and local councils support a successful and vibrant local media. It is essential for local
democracy than journalists scrutinise the workings of local councils and help hold elected
representatives to account. 20% of councils in areas with struggling local papers have taken action
directly to help their local paper, usually through taking out longer term advertising contracts or
running campaigns in the local press.”

Included in statements of support from LGA survey:

“We work closely with our local media. We don’t do news, they do. They don’t do Council
information, other than when it’s news, we do. We don’t take advertising, they do. It’s a good
working relationship that we both understand.”—District, East of England.

Current reviews:

Audit Commission inquiry into council newspaper advertising.

Local Authority Publicity Code.

Killian Pretty review of planning applications.

Power of Information Taskforce (recommendation 11).

Government must acknowledge the impact (and contradictory nature) of its own advertising strategies,
particularly in current downturn. Government is the UK’s biggest advertiser. It repeatedly emphasises the
vital democratic role of local newspapers, its high readership levels and its eVectiveness editorially yet has
been systematically withdrawing its advertising from local papers for years, particularly at a local
government level (including current proposals to allow statutory notices to be removed from local papers.)

One obvious solution, backed up by NS and LGA survey findings, is that strict guidelines be issued to all
local authorities to ensure their publications are quarterly or less frequent, that their publications and
websites don’t take advertising or statutory notices, and that they focus on providing information about
council services rather than general local news or non-council events listings. Councils should be encouraged
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to use the local media, not compete with it. Appropriate partnerships between councils and independent
local media should be encouraged (council meeting webcasts on local newspaper sites, commercial printing
& web design services, media & advertising advice). The Publicity Code should be updated to reflect this.
Any recommendations to relax the obligation to place statutory notices in local newspapers must be rejected.

July 2009

Written evidence submitted by UTV Media (GB), UKRD Group and The Local Radio Company

Background

1. This is a joint submission to the committee’s Inquiry into “The Future for Local and Regional Media”
by UTV Media (GB), UKRD Group and The Local Radio Company (TLRC). The latter was acquired by
UKRD in May 2009. We are grateful to the committee for allowing us to make representations after the
initial deadline for written evidence had passed.

2. UTV and UKRD/TLRC represent around 12% of all commercial radio revenue and are the third and
fourth largest radio groups in the country by number of Ofcom licences held. The 30 radio stations we
operate reach 4.5 million listeners a week, and we also hold significant interests in local and regional DAB
digital radio multiplexes. Our various analogue and digital licences cover all four nations of the UK and
range from talkSPORT—the UK’s second largest commercial station—to small stations like Salisbury’s
Spire FM. Our companies also collectively own the radio sales house First Radio Sales, which currently
represents national airtime sales for 118 stations, primarily consisting of local services.

3. Our companies have each recently resigned from the commercial radio industry body RadioCentre in
order to articulate our opposition to the Government’s “Digital Upgrade” proposals for radio. These consist
of plans to move all large local and national radio stations to DAB at the end of 2015, having achieved
certain migration criteria by the end of 2013. Under the plans, it is proposed that over 120 local commercial
radio stations will be consigned to an “ultra-local” tier of community and commercial stations broadcast
exclusively via FM.

2015 FM/AM Switch Off is not in the Interest of Consumers

4. Our primary reason for opposing the Government’s proposal to switch-oV the AM and FM signals of
larger radio stations in 2015 is that it is not in the interests of radio listeners, and will therefore damage the
radio industry:

(i) The current model is delivering for radio listeners: Radio listening is at an all time high with 90% of
the population tuning in every week. This has been driven by the wide range of stations available
via conventional FM/AM sets, with listeners choosing between an average of eight national
stations and six local stations.118 Digital platforms including DAB, the internet and digital TV have
complemented this choice by catering to niche formats such as religious or minority ethnic
programming.

(ii) There is limited demand for the new services which DAB migration could deliver: Only 3% of listeners
are presently dissatisfied with their choice of radio stations and 69% of consumers only listen to
one to two stations from the wide range available.119 The level of consumer interest in the
additional data services and interactivity oVered via DAB is also much lower than expected. As a
result, 79% of all radio listening is still to traditional FM and AM stations, with only 4% of radio
listening hours attributed to digital-only stations and DAB receivers accounting for just 22% of
UK radio sales.120

(iii) Upgrading to DAB is expensive for consumers: Studies indicate that there are at least 120 million
analogue radios in the UK, compared with just nin million DAB sets.121 This excludes radios in
workplaces and public places. The average price of a new DAB receiver is £85, meaning that the
consumer cost of replacing existing analogue sets could be £10 billion. For take up to be
widespread, DAB must become available for less than £20 and routinely added to products such
as mp3 players. In fact, the cost of DAB receivers is currently rising due to changes in exchange
rates.122

(iv) Consumer take-up is not keeping pace with Digital Britain projections: Due to the cost of upgrading,
only 16% of consumers say that they plan to buy a digital radio in the next year,123 with low DAB
sales meaning that digital’s share of radio listening is currently 21% and set to miss the 2009 year-
end projection of 26% which appeared in the Digital Britain report.124 DAB represents just 13.3%
of all listening, with other digital listening coming from the internet and digital television.

118 Ofcom, The Communications Market Report, August 2009
119 Ofcom, The Communications Market Report, August 2009
120 RAJAR; Ofcom, The Communications Market Report, August 2009
121 RAJAR/UTV analysis/DRDB
122 Ofcom, The Communications Market Report, August 2009/Digital Radio Development Bureau
123 Ofcom, The Communications Market Report, August 2009
124 RAJAR
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(v) The cost of bringing DAB coverage to the same levels as FM is prohibitive: At present, around 18%
of listeners to popular stations such as Classic FM could be cut oV at switch-oV. However, the cost
of improving reception to FM standards is estimated to be in the region of £150 million, and neither
the BBC nor the larger commercial radio groups have agreed to meet the bill.125

(vi) In-car availability of digital radio is a major challenge: In-car listening is hugely important to radio,
accounting for 20% of all listening.126 Yet DAB is currently available in less than 1% of UK cars.
Even if all new UK cars are fitted with DAB as standard by 2014 as is currently proposed, in-car
DAB set penetration is unlikely to exceed 90% until some time after 2020.127

(vii) The growing international popularity of FM-enabled smart-phones and mp3 players is strengthening
FM’s position: 45% of mobile phones are expected to have FM radio by 2011 with DAB having
been sidelined by global manufacturers such as Apple and Nokia. FM’s enduring success is
partially due to the lack of global consensus over digital radio standards, with other countries
overlooking DAB in favour of technologies such as DAB!, DMB and HD Radio.

(viii) AM/FM switch-oV will disproportionately disadvantage certain sections of society above others:
Consumers in England are 43% more likely to have a DAB radio than those in Scotland, with
similar gaps in Northern Ireland, Wales and rural areas.128 Radio is also a lifeline to vulnerable
groups, such as the elderly or partially-sighted communities. These groups may lose out in a
switchover process.

(ix) AM/FM switch-oV will have significant environmental costs: At least 120 million analogue sets may
become redundant and require disposal as a result of the “digital upgrade” plans.

(x) Switch-oV carries significant costs for the car industry: UK car manufacturers are being forced to
invest heavily in DAB car radios—expenditure which will be passed on to motorists.

(xi) Migration of larger stations threatens local radio: The plan to leave smaller local radio stations on
FM will consign over 120 stations to an “ultra-local” tier of radio, making them invisible to DAB
listeners and threatening their viability. We develop this point under a separate heading below.

(xii) There is no “digital dividend” for taxpayers: Vacated analogue TV spectrum will be auctioned oV
by the Treasury, generating £billions for the UK taxpayer. However, the best technical use of AM
and FM is to broadcast radio. This means there is no “digital dividend” to oVset the cost of the
“digital upgrade” to consumers.

(xiii) Loss of national licence auction revenue for taxpayers: As part of the proposed “digital upgrade”,
Government is oVering Classic FM, Absolute Radio and talkSPORT free licence extensions to
take them up to the planned AM/FM switch-oV in 2015. This deprives taxpayers of auction
revenue due under current legislation and removes the opportunity for new entrants and
investment.

The Impact of the Proposed “Digital Upgrade” on Local Radio

5. In the context of this review, we wish to particularly draw the committee’s attention to the threat which
the Government’s proposed “digital upgrade” plans pose to local radio. As outlined above, over 120 stations
currently lack a clear route to DAB transmission and it is therefore suggested that they should remain on
FM (or in the case of local AM stations, move to FM) whilst larger stations migrate to DAB.

6. The reason why this group of stations is unable to move to DAB is that the coverage of local and
regional DAB multiplexes is based on much larger transmission footprints, tailored to the needs of large
local and regional BBC and commercial radio stations. In fact, under the Government’s Digital Britain
proposals, it is proposed to merge some of these local multiplex areas into single large regions, making them
even less well suited to the needs of stations covering smaller towns or rural communities.

7. Forcing 120 smaller local commercial radio stations to remain on FM while larger stations move to
DAB will result in these stations becoming the poor relations of larger and more prosperous services
participating in the digital revolution. The aVected stations will become less prominent amongst DAB
listeners and be downgraded in the eyes of advertisers. This will weaken their viability and imperil their long-
term sustainability.

8. The fact that 120 local commercial radio stations are unable to participate in the digital migration plan
also locks in an infrastructural disadvantage for commercial radio against the BBC, which has the
opportunity to migrate 100% of its radio services to digital.

125 Digital Radio Working Group 2008/UTV Media analysis
126 RAJAR
127 Digital Radio Development Bureau/SMMT/UTV Media analysis
128 Ofcom, The Communications Market Report, August 2009
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9. This damage to local commercial radio stations should be of significant concern to both listeners and
policy-makers, given evidence that such stations often have the strongest links with their local communities.
Smaller local radio stations often have deeper commitments to local programming and community action
than their larger rivals, since it is only by super-serving their localities that these services can stand out in
their local marketplaces. This has seen smaller stations become invaluable lifelines to constituencies across
the UK.

10. A good example of this is provided in Annex A, which details the impact of Radio Wave—a UTV
Media (GB) station—in Blackpool, Wyre and the Fylde Coast. The station has embedded itself into the
heart of its community by demonstrating a long-term commitment to high quality local programming and
active participation in local life. 26% of the local population currently tune into Radio Wave every week,
demonstrating the direct link between local relevance and listening.129 However, DAB transmission is
currently out of reach to this station. Its best option for digital distribution would be to secure a carriage
agreement with the local DAB multiplex for Central Lancashire. However the cost of this platform is out
of reach for a comparatively small station like Radio Wave, whilst the coverage oVered does not correspond
with its current Blackpool and Fylde Coast transmission area.

11. Finally, as well as weakening the positions of smaller local radio stations, the “Digital Upgrade”
proposals could also undermine the provision of local and regional content by larger stations. This is because
the Government is proposing to grant concessions to the larger local radio stations moving to DAB allowing
them to broadcast regional or national programming in place of existing local content.

An Alternative Vision for the Future of Radio—with Listeners at its Heart

12. Rather than being sidelined in a drive to digital tailored to serve the financial interests of some of the
large commercial groups, economic data indicates that smaller commercial radio stations should be at the
vanguard of eVorts to, in the words of the Digital Britain Final Report, “devise a regulatory regime which
secures the provision of local content but that equally reflects the economic realities of local media
markets”.130 Or in the words of Ofcom, to secure a “sustainable and universal” tier of local radio.131

13. The April 2009 “Independent Review of the Rules Governing Local Content on Commercial Radio”
conducted by John Myers for DCMS revealed that 80% of smaller local commercial radio stations are loss-
making or generate annual profits of less than £100,000.132 Larger stations generally remain profit-making,
despite the recent downturn and migration of local advertising spend to the internet. This finding was
reinforced by analysis subsequently obtained by Ofcom from Value Partners, which reveals that many
smaller services are either unprofitable or operating at the margins of viability, with the recession having
intensified competition for revenue between stations.133

14. Given that both Ofcom and Government have identified smaller local radio stations as facing
particularly acute economic challenges, we believe that the priority of policy makers should be to reform
the operating environment for this group of stations. EVorts to deregulate commercial radio can and must
be separated from plans to migrate larger radio stations to DAB-only transmission.

15. Furthermore, rather than pursuing an AM/FM switch-oV plan that lacks listener support, radio’s
future success depends on embracing a multi-platform ecology which provides radio output to listeners on
their terms, rather than on those of the operator. This will depend on continued industry investment in
multiple platforms, allied with appropriately “light touch” licensing and regulatory policies from the
regulator. For our own part, we plan to maintain our current investment in both analogue and digital radio
with a view to realising this vision.

16. There is no doubt that commercial radio faces significant commercial challenges. These have been
drawn to the committee’s attention in the submissions of Ofcom, RadioCentre and others, and are reflected
in the draft provisions of the Digital Economy Bill. However, regulatory and licensing reform for
commercial radio is possible without a digital radio switchover plan.

17. The Government’s priority for radio should be to free Ofcom to provide our industry with the
certainty it so desperately craves regarding its future licensing, regulation and distribution. In turn, the
secure operating environment which this creates will allow the debate about the future of radio to be
refocused on the needs of the most important stakeholders of all—radio listeners.

November 2009

129 RAJAR
130 BIS/DCMS, “Digital Britain Final Report”, June 2009, page 100–102
131 Ofcom, “Radio: the implications of Digital Britain for localness regulation”, July 2009, page 4
132 John Myers, “Independent Review of the Rules Governing Local Content on Commercial Radio”, April 2009, page 34
133 Ofcom/Value Partners, “UK Radio: Impact of regulatory relaxations”, May 2009



Processed: 30-03-2010 13:47:02 Page Layout: COENEW [O] PPSysB Job: 433672 Unit: PAG8

Culture, Media and Sport Committee: Evidence Ev 251

Annex 1

“MAKING WAVES”

RADIO WAVE’S COMMUNITY IMPACT IN BLACKPOOL, WYRE AND THE FYLDE COAST

Radio Wave has established itself as an important force in Blackpool, Wyre and the Fylde Coast, with
committed on-air and oV-air activity over a number of years placing the station at the heart of community
life. Regular weekly activity includes such staples as an Events Diary, which promotes local events on-air
every hour, backed up by a comprehensive online guide. But here are just some of the other events and
initiatives the station has got involved in recently.

Heroes in the Community Awards

Radio Wave’s annual celebration gives local heroes a chance to be awarded for work they have done or
for their achievements. The award winners are nominated by members of the community.

Culture and Lifestyle Awards

These recognise businesses across the area that have been nominated for these prestigious awards, with
winners chosen by members of the public.

Brian House Children’s Hospice

Radio Wave’s designated local charity benefits from the continuous support of the station and its staV,
both through profile building and special fundraising events

Race for Life

Radio Wave supports this important fixture in the local fundraising calendar with Outside Broadcasts at
each event.

Radio Wave Charity Ball

Members of the community recently joined Radio Wave in raising funds for the local children’s hospice.

Secret Santa Appeal

Radio Wave works in conjunction with the community to ensure that less fortunate local children do not
miss out on the chance of a special gift at Christmas. Listeners are invited to leave gifts at drop oV points
all over the Fylde Coast.

Create A Christmas Card competition

Radio Wave works with local educational facilities for primary school children to design a Christmas card.
The winner gets the card printed and the card is sold within the community with the proceeds going to
Brian House.

Creative Media Diploma

Radio Wave has developed close ties with local schools and created opportunities for pupils to learn about
how radio is made.

Cycle Blackpool

Radio Wave presenters got closely involved in this campaign to encourage members of the community to
cycle all over Blackpool by holding many events throughout the area.

The Hilton Foundation

Radio Wave has forged a close relationship with the local Hilton Hotel to raise funds for deserving causes.

Cool Ride to School

This exciting competition gave an opportunity to one deserving child to win a limo ride to school for them
and their friends.

Health Week

Radio Wave got together with the local NHS, using its studios as the unusual setting for special one-oV
clinics which promoted the benefits of regular health assessments.

Easter Egg Appeal

Radio Wave’s listeners pulled out all the stops to donate Easter Eggs to children in the community.
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Opening of St John’s Square

The opening of St John’s Square in Blackpool was an important local event, and unsurprisingly Radio
Wave was at the heart of the action, with an Outside Broadcast live from the opening.

Illumathon

The Illuminations are a symbol of Blackpool, and this event brightened up life for patients at a local
hospice. Radio Wave broadcast live from the midnight walk, with staV also taking part in the fundraising
eVorts.

10k Fun Run

Radio Wave supported contestants with an Outside Broadcast and live commentating from Radio Wave
presenters.

Supplementary written evidence submitted by RadioCentre

It was good to meet with you once again, at this week’s Culture, Media and Sport Select Committee
evidence session. Hopefully, the evidence that Travis Baxter, Steve Fountain and I gave helped inform your
understanding of the challenges facing the Commercial Radio industry, and the vision that we have for its
future.

I wanted to take this opportunity to provide further detail on the specific question that you134 asked
regarding RadioCentre’s representativeness of the industry. As I stated, it is very unfortunate that UTV felt
it to be in their best interests to resign from RadioCentre. Commercial Radio is a small sector in a complex
and fragmented media landscape, so we firmly believe we are stronger when we speak with one voice. I am
pleased that UTV (and UKRD/TLRC) have decided to remain as RadioCentre shareholders.

RadioCentre continues to represent the vast majority of Commercial Radio stations across the UK. We
have 270 member stations, constituting 93% of national revenue and over 85% of commercial listening.
RadioCentre’s membership is a broad collective with large and small stations, major groups and
independents, rural and metropolitan, digital and analogue operators all in membership. A full membership
list is attached. Inevitably, across such a broad church, there will be strongly-held diVerences of opinion but
RadioCentre strives to reflect the views and needs of all, whether it is through promoting the benefits of our
medium to advertisers and media agencies, or working with parliamentarians, journalists, regulators and
the BBC Trust.

As you are aware, one issue of tension for UTV is the plan for digital radio upgrade. Clearly, all groups will
have diVering start points for their approach to digital transition based on their current (analogue) business
models. However, through the process of discussion and alignment for Digital Britain we have achieved a
broad consensus, not just within the majority of Commercial Radio operators but across all interested
parties, including the BBC, the transmission operator Arqiva, and set and car manufacturers, and we now
have the beginnings of a roadmap. We all firmly believe that a Digital Economy Bill which puts the listener
in charge of the timing (by setting a series of consumer-led criteria which the sector has to meet before any
upgrade timetable is actioned) is an eminently sensible approach rather than any scaremongering about
possible dates.

In that context, you will be interested to learn how Commercial Radio’s other national AM station,
Absolute Radio (a key competitor to UTV’s talkSPORT), is fairing. The industry has just published
audience data for Q3 2009. In this latest quarter Absolute became the first national radio station to reach
the listening consumer-led criteria for the digital upgrade—over four years ahead of the ambitious plans we
are proposing for the sector. Here is an extract from their press release:

“Absolute Radio is now the first radio group to hit the 50% national digital listening penetration
target set out in the Digital Britain report earlier this year. Digital innovation is core to the station’s
business and Absolute Radio continues to lead the radio industry. The station recorded 51.5% of
the station’s national listening on a digital platform.”

In summary, I hope you will see we represent the vast majority of Commercial Radio groups and listening
hours; there is broad consensus on the right consumer-led criteria to lead to a digital upgrade plan and some
groups are already there. As we look forward to a bright future for the sector, we hope for political support
to facilitate and enable a smooth transition to digital for listeners.

134 Question asked by Philip Davies MP.
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I hope that this additional detail has been of some use. I am, of course, happy to meet with you to discuss
further should you feel that would be useful.

Andrew Harrison
Chief Executive

October 2009

Written evidence submitted by KM Group

I am writing to thank you and the members of the Culture, Media and Sport Committee for giving me
the opportunity to give evidence to your inquiry on local and regional media last Tuesday 27 October. I am
aware that Andrew Harrison of the Radio Centre has already written to you and thought that it may be
useful if I echo some of his points that we feel are important:

(1) That Commercial Radio is facing its greatest ever financial challenges, with revenues and
profitability declining due to a combination of high fixed costs, structural change and recession.

(2) There is an urgent need for regulatory relief and legislative change for the industry. The focus must
be on securing viable local services that provide the output that listeners want, rather than
measuring quotas of hours or prescribing where content is made. The Digital Economy Bill is
central to achieving this new framework, along with reform of Ofcom’s rules on localness and
music formats.

(3) Commercial Radio’s diYculties are exacerbated by the strength and size of the BBC. In particular,
commercial stations are finding it diYcult to compete against the BBC’s national pop music
stations (Radio 1 and 2) that are targeting their heartland audience of 15–44 year olds. In addition,
the sheer scale of the BBC’s radio budget, and the nature by which it procures programming inputs
such as exclusive sports rights, is squeezing commercial stations out of the radio market.

For us at KM this is an issue across all our media—I attach for your information a press release
sent out by the BBC Trust which shows that the BBC are committed to strengthening their local
news service—I believe this initiative alone will cost £49.7 million over the next three years.

I look forward to seeing your final report on the future of local media and if there is anything further I
can do for the Committee please let me know.

Steve Fountain
Head of Radio

November 2009

Written evidence submitted by the London Borough of Hackney

This submission is made in light of the recent evidence session held with council representatives on the
impact of local authority publications on local and regional media.

1. Summary

1.1 Hackney Council publishes a fortnightly newspaper. We believe that it is the most eVective way to
ensure that as many of our residents as possible are kept informed about the Council’s activities and services.
It also oVers good value for money for the tax payer. We do not believe that it is having a negative impact
on the area’s independent local newspaper, and indeed, an innovative cross borough print procurement has
led to not only a significant reduction in print costs for four councils, but the award of a £4 million four year
print contract to Trinity Mirror, thus showing how councils can continue to support the newspaper industry
whilst producing their own publications.

2. London Borough of Hackney

2.1 The borough of Hackney is a densely populated inner London borough. It is one of capital’s most
vibrant cultural and creative places, as well as being on the doorstep to central London, close to multi-
national financial institutions. It is a young borough and is home to people from many diVerent
backgrounds. It has the second highest number of people living in poverty in the country although no areas
are particularly poor or wealthy.

2.2 Hackney Council, under the leadership of Mayor Jules Pipe, is one of the most successful and
ambitious local authorities in the country. It is eYcient and well-run, and is delivering eYciency savings,
investment in services and innovative solutions for the benefit of residents and tax-payers. It is set to freeze
its Council Tax for the fifth year running, the only council in the country to ever have achieved this.
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3. About Hackney Council’s Newspaper

3.1 Hackney Council produces its own newspaper, Hackney Today, which is distributed by to
108,000 residents and businesses on a fortnightly basis. It is hand delivered; achieving a 91.1% successful
distribution rate (this has increased from 82.52% with a new distribution company since June 09). Bulk drops
are also made to libraries, doctors’ surgeries and supermarkets.

3.2 The cost of producing Hackney Today is covered for by paid for by advertising, from internal Council
departments, third sector partners and private sector organisations. Approximately two thirds of this
income is from external advertisers, mostly public sector partners such as the NHS, housing associations
and other local service providers.

3.3 The Hackney Gazette is the area’s local independent newspaper, published weekly by Archant and
sold for 50p. It has a circulation of 8,000. The Council has a good relationship with the Gazette, which
regularly contains a variety of news about the Council. It also supports Archant group through sponsorship
of its business awards schemes such as the Thames Gateway Business Awards and the Archant
Environment Awards.

3.4 An innovative joint print procurement between four East London councils, including Hackney, has
made savings of around £100,000 a year for each council. Trinity Mirror, who have been one of the most
vocal critics of council newspapers, bid for and won this £4 million print contract. This is a way that some
councils are continuing to inject funds into the newspaper industry even if they are no longer doing it through
the traditional medium of regular advertising revenue.

4. Support for Council Newspapers

4.1 We believe that Hackney Today is an eYcient, cost eVective and environmentally-friendly way for us
to inform our residents of the services we and other local partners provide.

4.2 Councils are obliged to use resident communications to aVect behaviour change, such as increasing
recycling or cutting litter, and we have a duty to promote community cohesion, highlight local success
stories, and to shape the reputation of our area.

4.3 Where they are distributed door-to-door, such as in Hackney, council newspapers provide a
guaranteed way of reaching almost every resident, something paid for local newspapers could never achieve,
particularly now with their falling circulation. Our fortnightly paper also prevents the use of numerous
diVerent leaflets to promote new services or consultations, thus saving money and paper.

4.4 Furthermore, council newspapers can and should have a strong equalities agenda, reaching out to the
broadest cross section of communities to promote equal access to services. In deprived areas where digital
access is lower, paper communications still have the strongest impact, and a regular newspaper is the most
eVective way of reaching residents from across the socio-economic spectrum. This is particularly significant
in diverse boroughs like Hackney.

4.5 Council newspapers provide value for money for residents, something we are obliged to do. By selling
advertising space to public sector partners and local business, councils can oVset the cost of
communications. As more publications become self-funding, the better deal the taxpayer is getting. Without
these newspapers, other more costly ways of getting the same information to residents would need to be
found. Hackney Council does not target the Hackney Gazette’s core advertisement base of classified ads,
local jobs, and local announcements, and believes that it would be inappropriate to do so.

4.6 In many areas local newspapers are failing to change with the times, to keep up with changing
demographics and face threats from an increasingly successful ethnic media sector, as well as on-line news.
We feel this is the real story behind the decline of local titles, and laying the blame on local authorities is
simply a red herring that will not help them to resolve these problems in the long term.

4.7 The Council has a legal obligation to publish its statutory notices in a local newspaper. For many
years the local commercial newspaper industry had a monopoly on this income stream and set very high
charges for these advertisements. By placing our statutory notices in our own publications, the Council saves
between £40–50k per year which can be oVset against the cost of Hackney Today.

4.8 The net cost of Hackney Today to the Council is around £160,000 per year. This is equivalent to
around £1.60 per household, or 6 pence per issue.

5. Conclusion

5.1 Hackney Council believes that the decline in the local newspaper industry has many causes, including
the rise of free commercial newspapers (this has been significant in London in recent years), the rise of on-line
news media and advertising and in many cases the failure of local newspapers to keep up with the changing
demographics of the areas they serve. It is a national trend, whereas the production of a regular fortnightly
or weekly council newspaper is still restricted to mainly London boroughs and a few other metropolitan
areas. Most councils still produce quarterly or bi-monthly magazines, which are better suited to counties
and rural districts. To blame the decline of regional and local newspaper on councils is to completely ignore
the fundamental reasons for the decline, which goes hand in hand with the dismantling of regional news by
commercial broadcasters such as ITV.
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5.2 It is unclear whether local newspapers feel they are losing out because councils are a) poaching their
advertisers or b) withholding council advertising revenue. In the latter case it is absurd to suggest that any
commercial organisation has a moral right to an income stream from the public purse, merely because they
have come to rely on it over the years. It is incumbent on councils to find the most cost eVective ways to
communicate with residents rather than to prop up failing industries. Hackney Council also believes that it
is unfair for council newspapers to aggressively target the advertisers of local papers and to set themselves
up in deliberate competition. This has only happened in a very few cases and it has been to the detriment
of the sector and its reputation.

November 2009

Written evidence submitted by PRS for Music

Thank you very much for you letter dated 4 November, which I received today.

I was in fact aware of the evidence given by Andrew Harrison and his colleagues from Radio Centre under
questioning from Janet Anderson in the context of the above hearing on 27 October. I am very grateful for
the opportunity to respond directly to the Committee on the various issues that arose.

Keith Gilbert, our Managing Director for Public Performance Licensing (who was with me when we met)
will be co-ordinating our response over the next few days. As a general observation, however, over the last
year or so PRS has done a great deal of work in monitoring how it is perceived by potential licensees and
has also introduced its Code of Practice. The comments made by both the questioner and the responses are
simply not substantiated by our own experience, especially in more recent times.

Additionally, you should know that we have generally a very good relationship with Radio Centre and
have frequent meetings with them but, in particular, there is a meeting scheduled between Andrew Harrison
and Andrew Shaw, our Managing Director of Broadcasting, Online and Recorded Media, and Keith Gilbert
to discuss these issues directly.

Jeremy Fabinyi
Acting Chief Executive

November 2009

Written evidence submitted by PPL

Thank you for your letter dated 4 November 2009 with enclosure.

Yes, indeed, my colleagues and I are very keen and will be only too pleased to respond to the assertions
made by Andrew Harrison on behalf of RadioCentre.

In the meantime, I would just like to point out that the rights in relation to broadcast and public
performance of recorded music which are vested in PPL by its 5,000 record company members and
42,000 individual performer members, are fundamentally important and the PPL income streams absolutely
crucial to all our constituents.

Crocodile tears are often shed by many who purport to talk on behalf of “small businesses”. It is
interesting to note that these small businesses invariably pay 30p (thirty pence) or less per day for the
privilege of having access to the entire vast library of recorded music from the entire world. I hope you would
agree that this is not a price which could be described as unreasonable, let along excessive by any stretch of
the imagination.

By contrast, I would also like to draw your attention to the fact that 90% of the tens of thousands of
individual performers registered with PPL earn from music less than £15,000 per year. This is not a
demonstration of the musicians’ desire or determination to be martyrs but rather, it is a reflection of their
passion for music which is in their hearts and souls. Because of their poor earnings from their music-related
activities, many performers have to supplement their annual earnings by doing other jobs including cleaning,
child minding, cab driving, etc., etc.

As a private individual, I think you might possibly agree with me if I say that the situation outlined above
is a sad reflection on our society and an indictment of which we should not be proud.

As far as the record companies are concerned, the vast majority of them (numerically speaking) are
independent record labels and therefore, very small businesses in their own right. Their reliance on PPL
income from broadcast, public performance and other sources is increasing each year. The importance of
the PPL income streams to all our constituents cannot be overstated as it has now become a crucial factor
in making it possible for some degree of continued annual investment to take place as far as finding,
nurturing and developing new talent and making new recordings is concerned.
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Once again, thank you for writing and we shall be delighted to respond fully in due course.

Fran Nevrkla
Chairman & Chief Executive OYcer

November 2009

Written evidence submitted by Cllr Gerald Vernon-Jackson, Portsmouth City Council

It was a pleasure to be able to come to the Select Committee a few weeks ago when you were looking at
the issue of council newspapers. I am writing to you as the Select Committee is a committee of record and
that when you make your decisions you need to have the correct information.

The day before the hearing I called Portsmouth City Council to check a figure that I had not been provided
with. I wanted to know how much the City Council spent on advertising within our local paper, The News.
The figure that I was given over my mobile phone was £970,000. This was the figure that I gave the
committee. It has now come to my attention that this is the amount of money the city council spends on
advertising across a range of media including space in newspapers, but that not all of this was in the The
News. Of the £970,000 the part spent on buying space in The News was £227,980.

I am not sure how I got the wrong figure to give to you. The only figure I was given was £970,000. It may
have been that while on the phone I was not clear enough in framing my question of a colleague in the City
Council, or that I mistook the breadth of the answer. For whatever reason the figure I gave you and the
committee was the correct spend by the Council, but it was not all spent on the one local newspaper. This
new information came to me yesterday and I thought I should write to you and the committee straight away.

I hope this sets the record right, and that the committee now has the correct information. My apologies
that I misunderstood the information I was given and passed on to you.

November 2009

Written evidence submitted by Google

Background: Google’s Business Model

1. Google’s mission is to organise the world’s information and make it universally accessible and useful.
The internet is the richest source of information the world has ever seen, and we believe that everyone should
be able to access that information. We provide a number of technology services and tools to do this—from
Google Search to Google Maps to Streetview—that help hundreds of millions of internet users across the
world find what they’re looking for among the billions of internet pages available.

2. Most of our products are funded through advertising. When a user types a search term into the Search
box, Google will return a page of useful and relevant results. The main part of the page is made of “natural”
search results which are not paid for but there are sometimes also a number of “sponsored links”—text ads
that appear adjacent to the natural search results. These are relevant ads that an advertiser pays for, but only
if a user clicks on the ad. Our goal is to give an internet searcher the best information possible, whether that
information can be found through a search result or an ad.

3. Google oVers advertisers a revolutionary service. Instead of targeting customers likely to be interested
in their services, Google enables advertisers to target people at the moment they are actively searching for
the particular product or service they oVer. In addition, advertisers only pay when a user actually clicks on
their “sponsored link”. All of our advertisers are treated equally—we don’t let businesses buy their way to
the top of the “sponsored links” and so small businesses are given the chance to compete with multinational
companies. Companies are therefore given great value for money from advertising on our services.

4. The revenue that Google generates from this advertising funds more than 150 diVerent internet
technology applications. The common theme uniting all these innovations is that they are there to help users
access and organise the vast wealth of information available online.

5. We are not a media company—we do not author or editorialise the content on the internet. Our users
trust our services—especially our Search service—precisely because we have no vested interest in promoting
one point of view or one website over another. We are independent signposters whose value comes purely
from delivering a great user experience. Our expertise in the matter of local and regional media is therefore
not from the perspective of the news gatherer or journalist. But we do understand a huge amount about how
consumers and advertisers use the internet. As news organisations evolve their own practices to fulfill the
tremendous promise of journalism in the digital era, Google is committed to helping them find innovative
ways to attract bigger audiences, better engage those audiences and generate more revenue online.
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The Future for the News Media on the Internet

6. Traditional business models for local and regional media are clearly facing long-term structural
challenges. As a recent OFCOM report pointed out, circulation figures for local newspapers have gradually
and consistently fallen over 30 years. Market challenges such as the growth in competition for consumer
attention coming from the proliferation of television, radio and magazines (including local council owned
publications) and the fall in above the line advertising budgets—alongside the global recession—mean
traditional local media businesses are operating in a more competitive market than ever before. These
pressures have led to some contraction within the industry. The Local Media Alliance suggests the total
number of employees in the industry fell by around 14% between 2007 and 2009 with job losses concentrated
on management, sales, administration and production.

7. Given the increased access to local and regional news and information for users, and the increased
advertising oVerings for local businesses, Google supports the need to allow for a 21st century media merger
regime. As we said in our evidence to the recent OFT review on the local and regional media merger regime,
we believe that local and regional news services should be allowed to merge and consolidate in order to create
scalable and competitive news oVerings, in line with general principles of UK competition law.

8. The growth of the internet, as the means by which more and more citizens are choosing to get their
information, poses a diVerent challenge altogether. Most people still choose to get their local news through
traditional, non-internet media—24% of people use newspapers as their main source of local news whereas
only 4% use the internet.135 Instead, the internet is creating a whole new marketplace, where old business
models and old ways of distributing news media just do not work. News media used to be produced by a
few expert journalists in a single country—in the online world, news is produced by thousands of citizen and
professional journalists from across the world. News used to be distributed by a handful of powerful
executives who controlled the process through printing papers or broadcasting TV channels on a daily or
weekly basis. In the online world, the expectation of users is that news should be updated by the hour or
even by the minute and made available to them wherever they are and on whatever device they’re using.

9. We believe that this oVers amazing opportunities and possibilities for the distribution and
consumption of news. It creates enormous, global audiences for serious news journalism. It enables editors
to innovate with formats as they learn to present information in the most eVective ways on the internet and
as mobile technology creates a plethora of ways to absorb information. And a big new pool of citizen
journalists and bloggers are adding to the wealth of global debate and discussion—which has to be better
for society as a whole.

10. These opportunities are as real for local news as they are for national. The growth in citizen run
hyperlocal news sites in the UK is one of the most optimistic and promising part of the news media market.
The simplicity with which people can publish using modern web 2.0 platforms is bringing news that reflects
local interests and priorities to communities, sometimes for the first time. Across the UK sites run mainly
by unpaid citizens are providing mature, serious, high quality news and commentary about local areas. This
ranges from tiny villages (http://parwich.org) where the site has over 400 views a day in a village of
500 inhabitants, to highly professional oVerings in small towns and cities (http://thelichfieldblog.co.uk/) to
campaigns and news in gritty urban areas (www.kingscrossenvironment.com) to cities with huge democratic
challenges such as Stoke-on-Trent (www.pitsnpots.co.uk) where the site has had over 30,000 comments in
one year and over 1,600 unique visitors a day. Even in their early days, these sites are reaching a substantial
scale and appear to be playing an important role in local news plurality.

11. This is an emerging market where the business model is still being established. In USA there are large
numbers of commercial hyperlocal start ups. In the UK the main growth in hyperlocal sites is in not for
profits. The 4IP, Screen West Midlands and Advantage West Midlands funded “Talk About Local” project
(www.talkaboutlocal.org) aims to create community owned sites in over 150 places. We believe that
hyperlocal sites can be a great complement to professional journalism—rather than a substitute—and that
professional news organisations should take courage from their success. These sites illustrate the
continuing—possibly even growing—enthusiasm for community news and information, giving confidence
to local news organisations that their core oVer, of high quality local information, will remain relevant in
the digital era.

12. But we recognise that the internet poses challenges for media companies—namely, how to create new
business models that don’t just cope with the new distribution mechanisms but flourish with them. There
are journalists, editors and producers in the UK who are investing significant brain power in doing this. This
is not Google’s role. But Google does have a vested interested in ensuring that our users find the highest
quality information possible, and journalism is one important source. An internet of spam, badly researched
blogs and questionable sources is not useful to either Google or, more importantly, society at large. So we
want to help news media organisations harness the power of the technology to enable them to invest in
producing high-quality news and sharing it with the maximum number of people possible.

135 17-11-09 OFCOM Report to the Secretary of State on the Media Ownership Rules
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Google’s Partnerships with News Publishers

13. The next few years will be a time of transition, where media companies search for new business models
fit for purpose in an internet age. We do not believe there is a “right” answer: there are many diVerent ways
that website editors might increase traYc and monetise their sites. We believe that a combination of
advertising, subscription and micropayments can deliver new revenue streams for high-quality content.

14. There are a number of Google tools that benefit news publishers. This is not an exhaustive list but
rather an attempt to show how working in partnership, enthusiastically embracing technology rather than
rejecting it, can create exciting new models. Now is a time for innovation, and we anticipate Google
continuing to experiment in partnership with news organisations.

15. We’re optimistic for the future of journalism. Quality content is as popular as ever. If we can help
readers find stories, then help publishers better monetise their content, then our publishing partners are
happy, our users are happy, and the internet is the better for it.

Helping Internet Users Find News Publishers Online

16. Internet users can find thousands of pieces of information online, Google helps them find news
publishers websites through Google Search and Google News. Unlike traditional distribution models for
news—where news publishers pay newsagents per copy sold in their shops—this is free. In total, Google
Search and Google News send news publishers globally over 100,000 clicks a minute. Each of those visits
is a business opportunity for the publishers to show ads, win loyal readers and sell subscriptions.

17. Google News was launched in 2002, after a Google engineer tried to access news coverage of
September 11th and realised how hard it was to find and compare articles about the same story from the
thousands of diVerent news sources across the world. Google News seeks to get internet users to the news
they are looking for—quickly and accurately. It achieves this by collecting relevant news information,
creating an index with that information, and serving it to Internet users via a simple web search page. As
with Google Web Search, our goal with Google News is to give internet users the most relevant, objective
results. We believe this service is really helpful to users in organising the world’s information—it sends
internet users to over 25,000 news sources in 30 languages and 60 countries worldwide, from the BBC to the
New Zealand Herald to the Malaysian Star. To see what Google News looks like, go to Annex A.136

18. British local and regional news sources are amongst the news sources that Google News signposts,
providing global promotion for local sites. It links to newspaper sites, blogs and news clips so users are able
to see a wide range of news coverage from across the internet, whether it be written or broadcast news from
websites such as the BBC. As well as bringing range, Google News brings a capacity to sort the media.
Internet users are oVered a simple yet powerful search tool on the Google News site where they can search
for any topic or town they are interested in reading about. For example, a recent query specifying “South
Shields” on Google News returned stories from five diVerent news sources including two local newspapers
and three national news or specialist services.

19. We do not host articles from news publishers on the Google News site. Some people giving evidence
to this Committee have suggested that “it is copyrighted content that is being taken”. This is simply not true.
We show just enough of an article for users to identify the stories they’re interested in—a headline, short
snippet and a link to the publisher’s site—and we direct users straight to those newspapers’ sites to read the
stories. Our approach follows international copyright law and is well-established on the internet as beneficial
for both users and publishers. Our goal is to get users the key information they are looking for and send
them on their way as quickly as possible. If at any point a web publisher decides they no longer want to be
included in Google News, they’re able to do so quickly and eVectively by simply asking us to remove them
as a source.

Helping Publishers Make Money Online

20. Many years ago (before Google was well established) newspapers decided that free web editions,
supported by advertising, was the best way to monetise their internet sites. Google has since developed a
free service called AdSense through which we oVer websites the opportunity to host Google-enabled adverts
on their own sites. Once a website owner signs up for AdSense, they have complete control over where they
want the adverts to appear on their site and what kinds of adverts they will (or will not) accept. Google and
the website owners then share the revenue generated, with the majority of the revenue going to the
website owners.

21. The Google News service has also worked with publishers—such as the FT and Wall Street Journal—
to identify ways for those that charge for access to provide a free sample for potential subscribers. To
implement “First Click Free,” publishers agree to allow users who find a web page through Google Search
or Google News to see the full article without requiring them to register or subscribe. The user’s first click
to the publishers’ site is free. When users click on additional links on publishers’ sites, the publishers then
can show a payment or registration request. It’s a simple system that lets readers test-drive a news source

136 Ev not printed.
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before deciding whether to pay, and it helps publishers promote their content to new users. More detailed
description of ways to show paid content can be found here: http://www.google.com/support/news pub/bin/
answer.py?hl%en&answer%40543

Helping Publishers’ Websites Work Better

22. In order to generate returns to advertisers or benefits to users who take up subscriptions, website
publishers need to engage users and keep them on their site. Improving the useability of sites is part of
the solution.

23. One problem with reading news online today is that browsing can be really slow. A media-rich page
loads dozens of files and can take as much as 10 seconds to load over broadband. Google Fast Flip (currently
available in Google Labs with U.S. publications) is a new reading experience that combines the best elements
of print and online articles. Like a print magazine, Fast Flip lets you browse sequentially through bundles
of recent news, headlines and popular topics, as well as feeds from individual top publishers. At the same
time, we provide aggregation and search functionality across many top newspapers and magazines, and the
ability to share content with friends and community. Fast Flip also personalizes the experience, by taking
cues from selections you make to show you more content from sources, topics and journalists that you seem
to like. In short, you get fast browsing, natural magazine-style navigation, recommendations from friends
and other members of the community and a selection of content that is serendipitous and personalized.

24. To build Google Fast Flip, we partnered with over three dozen publishers, including the New York
Times, the Washington Post and Newsweek, and we’re planning to add content from other partners soon.
These partners will share the revenue earned from contextually relevant ads. This gives publishers an
opportunity to introduce new readers to their content. It also tests our theory that being able to read articles
faster means people will read more of them, driving more ad revenue to publishers.

25. Another way to keep users on websites is through integrating media—video, audio and text. While
now we display text, video and audio next to each other there might be a future where the stories are told
in a new medium that emerges out of a deep convergence of these three. Indeed, the development of
integrated formats might change journalism fundamentally in terms of how to set out the line of a story,
what to begin with and where to end, or how to provide additional information. We oVer many free services
that publishers can use to engage their readers, such as Google Maps, Google Earth and YouTube videos.
YouTube recently introduced a program called YouTube Direct that allows publishers to tap into the wealth
of user-created video and include it on their news sites. More information about this innovation can be found
at: http://youtube-global.blogspot.com/2009/11/connecting-citizens-and-journalists.html.

Conclusion

26. In short, Google believes that internet technology oVers web publishers a myriad of diVerent ways to
distribute, promote and display high-quality news. Working with the technology, rather than shying away
from it, is the best way to reap the benefits of this new technology. Google believes that some of the
innovations we have been working on are amongst the first, but by no means the only, models for the future.
We are committed to helping news providers harness the opportunities that new technology oVers.

November 2009

Written evidence submitted by ITV plc

RESPONSE TO THE DCMS CONSULTATION ON SUSTAINABLE INDEPENDENT AND
IMPARTIAL NEWS; IN THE NATIONS, LOCALLY AND IN THE REGIONS

Executive Summary

ITV plc welcomes this opportunity to respond to the consultation following proposals in the Digital
Britain White Paper (“Digital Britain”) to create sustainable, independent and impartial news services
beyond the BBC in the Nations and regions of the UK.

Digital Britain represents the first really coherent government statement about what needs to happen to
take Britain from the analogue to the digital age, spanning content, networks, digital literacy and piracy. It
recognises formally that the old analogue regulatory framework has to go.

Underlying a number of the Government’s policy proposals in the final Digital Britain report is a clear
recognition of the strong case for the progressive liberalisation of the Channel 3 licensees to enable ITV to
become a fully commercial network serving the interests of its shareholders whilst continuing to deliver a
focussed, sustainable public service commitment centred on original production and news. We strongly
endorse this approach and are willing to play a supportive role in solving the issue of nations and regions
news.
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In this context, the proposal for IFNC’s is an imaginative, ground breaking policy proposal to bring a
new approach to local and regional news in the UK and is one which ITV has consistently supported as an
appropriate successor to ITV’s current high quality, successful regional news oVering. This response
addresses important practical issues around implementation which we are keen to resolve rather than points
of principle.

In this response we seek to make six main points:

1. It is in the public interest that in future the costs of ITV’s PSB licences should not exceed the
benefits of those licences and we welcome the consensus on this issue.

2. It is clear that there is an increasingly material gap between the costs and benefits of ITV’s PSB
licences from the beginning of 2011 and this analysis is endorsed by Ofcom.

3. ITV is entirely supportive of IFNCS in Wales (and Scotland—though this is not an ITV plc region)
beginning in 2010 and will make slots available in the ITV1 schedule for the successful consortium
in Wales. We believe that a binding commitment to such implementation should be made as soon
as possible facilitated by enabling legislation, if required, in the Digital Economy Bill.

4. The position in the English regions is not so clear cut. ITV remains supportive of the full roll out
of IFNC’s in the English regions in 2010 with a fully competitive tender process for a single main
contractor. Again, we believe that a binding commitment to such implementation should be made
as soon as possible facilitated by enabling legislation, if required, in the Digital Economy Bill.

5. However, the current piecemeal implementation plan for IFNCs in the English regions is unlikely
to deliver an eYcient, high quality service to compete eVectively with that of the BBC and will not
balance ITV’s PSB licences in the short to medium term. Ultimately, if it is not possible to expedite
the full introduction of the IFNC proposal in the English regions with one contest for a Master
Contractor in 2010, some other route will need to be found to ensure the survival of regional news
in the English regions more rapidly than is currently proposed. In this context ITV is keen to
continue a constructive dialogue with Ofcom and Government in relation to potential solutions.

6. ITV’s support for the IFNC proposal is contingent on additional advertising minutage on ITV not
forming part of the solution to the future funding of regional news since it would reduce the existing
advertising revenues of ITV1 (and all commercial broadcasters) and the regional press.

We address each of these points in turn below.

1. It is in the public interest that the costs of ITV’s PSB licences should not exceed the benefits of those licences
and we welcome the consensus on this issue

Throughout the current review of Public Service Broadcasting, ITV has made clear that its overriding
priority is a new regulatory structure, appropriate to the digital age, in which the costs and benefits of the
Channel 3 PSB licences are balanced and ITV remains incentivised to continue to hold its licences in the
public interest. Accordingly, the Government is right to recognise in Digital Britain that there will need to
be adjustment to ITV’s PSB obligations up to and beyond DSO in line with the diminishing value of the
licences. We appreciate the steps government and Ofcom are already making in this direction.

Indeed, in view of the government’s very clear position on the viability of ITV’s PSB licences, ITV believes
that it would be in the public interest for the inclusion in the Digital Economy Bill of a new statutory duty
on Ofcom to ensure that ITV’s PSB licences balance cost and benefit. This would provide reassurance that
whoever ran ITV the public could be confident that it would continue to be in the economic interests of the
company to hold the PSB licences thereby ensuring the provision of much of the UK’s most popular
television content to the whole of the UK on PSB DTT capacity reaching 98.5% of the population. As Ofcom
note in their response to the current consultation:

“we believe it is desirable to take steps to avoid licence hand back where there are undesirable policy
consequences” (page 9)

2. It is clear that there is an increasingly material gap between the costs and benefits of ITV’s PSB licences
from the beginning of 2011 and this analysis is endorsed by Ofcom.

In making decisions about what PSB contribution it is realistic to expect ITV to provide it is important
to have as robust and accurate an assessment as is possible of the costs and benefits of PSB status for ITV
over time. This will ensure that any future PSB role for ITV is rooted in the real economics of the PSB
licences. In order to establish the value of the PSB licences in 2007 ITV commissioned a sophisticated model
of the current and future economics of those licences which we have continued to update. Moreover, in
addition to having a detailed and lengthy dialogue with Ofcom about the modelling of licence value, we have
also given Ofcom complete access to the model, including to the underlying assumptions.
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We set out below the summary of the cost benefit analysis of ITV’s PSB licences over the years 2009–14:

PSB costs to ITV (£m) 2008 2009 2010 2011 2012 2013 2014

Total costs 201.7 143.0 129.4 120.8 119.8 120.4 123.1
PSB benefits to ITV (£m)
Total benefits 232.2 155.5 123.2 76.5 42.6 38.8 40.3
Value (benefits—burdens) 30.5 12.5 (6.2) (44.3) (77.2) (81.6) (82.9)

Ofcom has confirmed to ITV that, after a lengthy dialogue (in the course of which ITV made adjustments
to its approach and assumptions in some areas), they regard our analysis of costs and benefits as reasonable.
Ofcom’s own analysis, submitted to DCMS as part of the response to the current consultation, also shows
an increasingly serious deficit in the Channel 3 licences from 2011. The only areas of diVerence between ITV
and Ofcom on the PSB cost benefit figures concern:

1. the subsidy from ITV plc to the Non-consolidated licensees, where we recognise that Ofcom is not
in a position to give a final view on the issue pending the outcome of the 2009 Networking
Arrangements Review which is looking at this issue and is underway;

2. the decision by Ofcom that a 25% independent quota is an obligation that ITV would meet in any
event and which therefore does not impose an opportunity cost on ITV. On this point Ofcom is
seeking both to argue that the quota would be fulfilled at its current level without compulsion and
yet at the same time maintaining that compulsion is still required ie that the quota should be
maintained at 25%. ITV continues to believe that the quota does impose a PSB cost on ITV. If this
is not the case, then the only appropriate action on the part of government would be eliminate an
unnecessary piece of regulation via a reduction of the independent quota to the minimum
statutory level.

Ultimately regional news remains by far the greatest of ITV’s PSB costs. Accordingly, ITV welcomes the
Government’s proposals to fund publicly the provision of news in the nations and regions of the UK, carried
on Channel 3.

3. ITV is entirely supportive of IFNCS in Wales (and Scotland—though this is not an ITV plc region)
beginning in 2010 and will make slots available in the ITV1 schedule for the successful consortium in Wales.
We believe that a binding commitment to such implementation should be made as soon as possible facilitated
by enabling legislation, if required, in the Digital Economy Bill.

We welcome the Government’s recognition of the need for public funding of nations and regions news
before 2013 and in particular the proposal for pilot IFNCs aiming to begin in 2010 in Scotland and Wales.
The proposal for IFNCs is an imaginative, ground breaking policy proposal to bring a new approach to
nations and regions news in the UK and is one which ITV continues to support through the oVer of slots
in the ITV schedule for the carriage of the IFNC produced services.

It seems unarguable to ITV that, as a minimum, there is a case for public funding of news in the nations
of the UK to compete with the BBC. In particular:

— Devolution has created a clear need for a serious extended nightly bulletin in each nation.

— Ofcom’s research for the PSB review showed the highest levels of support for nations news and for
plurality in its supply (compared for instance to the English regions).

— The financial need is particularly pressing given that the Channel 3 licences in the nations are in an
even worse position than at least some of those in the English regions.

— The current subsidy by ITV plc to the Non-consolidated Channel 3 licensees is unsustainable as a
means of enabling the NCLs to provide their news services.

Clearly, however, the public funding of an IFNC in Wales (the relevant ITV plc nations licence) from
2010 will not by itself ensure that ITV’s PSB licences balance in 2011 and 2012.

4. The position in the English regions is not so clear cut. ITV remains supportive of the full roll out of IFNC’s
in the English regions in 2010 with a fully competitive tender process for a single main contractor. Again we
believe that a binding commitment to such implementation should be made as soon as possible facilitated by
enabling legislation, if required, in the Digital Economy Bill.

ITV also recognises the significant level of public support in the English regions for the continuation of
regional news highlighted most recently in both the Ofcom and DCMS market research. In this context, ITV
is fully supportive of a full roll out of IFNCs in the English regions in 2010 with a single fully competitive
tender for a so-called “Master Contractor”.

In our most recent submissions on regional news/PSB, including the joint ITV/OC&C study on
implementing IFNC’s submitted to Ofcom and government in April 2009, ITV has made clear its support
for a single English regions competition in 2010 for a co-ordinating “Master Contractor” as the only
practical way to implement IFNCs. Our proposal is that in the English regions (as in each nation) there
would be a single overarching contractor—a Master Contractor-—with whom ITV and Ofcom would deal
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and who would be ultimately responsible for delivering the IFNC contract. It would be the responsibility
of the Master Contractor to co-ordinate the provision of the service to ensure, as a minimum, that the service
across each nation was high quality, attractive to viewers and compliant.

At the same time of course, it would be vital that the putative Master Contractors are explicitly
incentivised by bid conditions to demonstrate local focus and commitment. This might be demonstrated,
for example, by investment in/maintenance of news hubs in localities around England and/or through sub-
contracting parts of the provision of the service to others whilst still ensuring appropriate levels of co-
ordination and quality assurance. There are very significant advantages for viewers, tax/licence fee payers,
ITV and Ofcom in only holding one contest for a single Master Contractor for the news services in England:

— to ensure a smooth transition from one set of regional news arrangements to another preventing
the development of diVerent tiers of service in diVerent English regions between 2011–13. This will
ensure continuity for the audience wherever they live in England;

— to ensure a common approach across the English regions to key issues such as quality, reliability,
technical competence, fit with ITV1 audience expectations etc which are vital in maintaining the
audience appeal of the service;

— to create synergies and reduce the risk of having to fund multiple sets of overheads in each region
thus maximising the amount of public money spent on screen not on overheads;

— to minimise the transaction time and costs of eight or more separate tenders for relatively small
value English regions news services as well as minimising the on-going co-ordination problems for
ITV of managing eight or more diVerent English regions services from diVerent providers;

— to maintain schedule flexibility for ITV given the risk (on a region by region approach) of a
requirement to negotiate and agree changes with multiple suppliers. Scheduling flexibility has
always been a condition of participation for ITV; and

— to avoid the serious risk that a trial contract for a single English region in eVect locks in the pattern
of subsequent tenders in the English regions because of a contract duration to 2014.

— to avoid the sheer practical diYculty of attempting to create a single seamless oVer in the schedule
from separate simultaneous live programmes from a diVerent provider in each English region.

The final important advantage of a single implementation of the IFNC scheme in the English regions in
2010 is that it would place beyond doubt the future economics of the Channel 3 licences to 2014 ensuring that
whoever ran ITV would have a clear economic incentive to retain the PSB licences broadcasting to 98.5% of
the population.

5. However, the current piecemeal implementation plan for IFNCs in the English regions is unlikely to deliver
an eYcient, high quality service to compete eVectively with that of the BBC and will not balance ITV’s PSB
licences in the short to medium term. Ultimately, if it is not possible to expedite the full introduction of the IFNC
proposal in the English regions with one contest for a Master Contractor in 2010, some other route will need
to be found to ensure the survival of regional news in the English regions more rapidly than is currently proposed.
In this context ITV is keen to continue a constructive dialogue with Ofcom and Government in relation to
potential solutions.

By contrast, however, the current proposed partial introduction of IFNCs in only one English region in
2010 does not go far enough, soon enough, to be a solution to the problem of the continued provision of an
attractive and eYcient nations and regions news service given ITV’s future licence economics. As Ofcom’s
analysis in the PSB Review (recently updated by Ofcom for the purposes of the current consultation)
anticipated, the pressures on ITV’s licences are such that the timetable and staged introduction of IFNCs
as currently proposed, will cause ITV considerable diYculties. Moreover, the proposed piecemeal
implementation of IFNCs in the English regions will have none of the advantages for viewers or tax/licence
fee payers of the single tender for a master contractor described above.

The two key issues raised by the current proposed partial implementation of IFNCs are:

— First, the IFNCs in Wales and one English region in 2011 and 2012 would save ITV around
£10 million. Even if ITV’s licence payments are abolished in their entirety from 2010 (following the
impending Ofcom review) which is far from certain, a partial IFNC implementation will be far
from suYcient to ensure that the cost and benefit of ITV’s PSB licences balance in those years
something which is confirmed in Ofcom’s own response to the current consultation. The
assumption that the costs and benefits of ITV’s licences will balance in future underwrites ITV’s
commitment to make available slots in its schedule to accommodate the English and Welsh IFNC
produced news services.

— Secondly, a trial IFNC implementation in only one English region in 2011 and 2012 (followed
presumably by a region by region roll out of IFNCs in the English regions in 2013) are likely to
prove much less workable as well as more bureaucratic and more expensive. It will also result in
an uneven and less attractive service for viewers than a full IFNC roll out in the English regions
in 2010 with a single tender for a Master Contractor to oversee the provision of the English
regions service.
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Accordingly, there is clearly a challenge in the English regions to devise future arrangements for IFNCs
that can deliver a high quality, eYcient service as well as giving ITV the reassurance it needs that the costs
and benefits of its licences will balance over the next few years.

Pressing ahead with a partial roll out of IFNCs in the English regions risks perhaps the worst outcome
from the present process—namely that the proposed trial in an English region is launched but is followed
either by (a) implementation elsewhere region by region in 2013 resulting in the patchwork quilt of services
the disadvantages of which are set out above or (b) is not followed up at all after the general election with
the trial contracted to 2014 with messy alternative arrangements built around it in other regions resulting
in a highly unsatisfactory two tier oVering to viewers on ITV1 in England. Neither of these outcomes would
seem to be in the public interest.

In this context ITV is keen to continue a constructive dialogue with Ofcom and Government in relation
to potential solutions.

6. ITV’s support for the IFNC proposal is contingent on additional advertising minutage on ITV not forming
part of the solution to the future funding of regional news since it would reduce the existing advertising revenues
of ITV1 (and all commercial broadcasters) and the regional press.

Finally, whatever solution is chosen for the future of nations and regions news, ITV does not believe that
it is reasonable to suppose that there are substantial sums of alternative commercial revenue which might
reduce substantially the need for public funding for a nations and regions news service without creating
serious consequences elsewhere. Of course, it may be that a master contractor and its venture partners are
able to find synergies and cost savings with existing regional news activity which might reduce the amount
of public subsidy required but the opportunity for incremental revenue from the provision of nations and
regions news programming to ITV is very limited.

In particular, we believe that additional advertising minutage should not be part of the solution to the
future funding of regional news. Additional minutage could raise some revenue for the regional news
provider, but this revenue would be very limited and it would cannibalise the existing advertising revenues
of ITV1 (and all commercial broadcasters) and the regional press. Indeed, any proposal for extra minutage
would be self-defeating, since it would in eVect be top slicing of ITV (and quite possibly of the regional press).

Consultation Questions

1. Do you agree that securing plural sources of impartial news for the nations, locally and in the regions should
be a key priority?

In general this issue is a matter of public policy which is best determined by the public and their elected
representatives rather than commercial businesses such as ITV. However, it seems unarguable to ITV that,
as a minimum, there is a case for public funding of news in the nations of the UK to compete with the BBC.
In particular:

— Devolution has created a clear need for a serious extended nightly bulletin in each nation.

— Ofcom’s research for the PSB review showed the highest levels of support for nations news and for
plurality in its supply (compared for instance to the English regions).

— The financial need is particularly pressing given that the Channel 3 licences in the nations are in an
even worse position than at least some of those in the English regions.

— The current subsidy by ITV plc to the Non-consolidated Channel 3 licensees is unsustainable as a
means of enabling the NCLs to provide their news services.

The position in the English regions is perhaps a little less clear cut and it does appear from Ofcom’s own
research for the PSB Review that opinions within England toward regional news vary considerably,
particularly compared to opinion in the nations. In this context, whilst Ofcom’s research showed high levels
of support for regional news overall it did show slightly less support for plurality of supply in regional news
in England compared to the other nations of the UK. Nonetheless, in absolute terms the support for
plurality of supply of regional news in England was still very significant.

2. Do you agree that sustainable, impartial news in the Nations, locally and in the regions is likely to require
some top-up public funding?

In view of the significant PSB cost of nations and regions news, ITV welcomes the government’s
constructive proposals to continue to publicly fund the provision of news in the nations and regions of the
UK, carried on Channel 3 from 2013. In addition, we also welcome the government’s recognition of the need
for public funding of nations and regions news before 2013 with the proposal for pilot IFNCs aiming to
begin in 2010 in Scotland, Wales. More generally, the proposal for IFNC’s is an imaginative, ground
breaking, policy proposal to bring a new approach to local and regional news in the UK and is one which
ITV has consistently supported as an appropriate successor to ITV’s current high quality, successful regional
news oVering.

For the reasons set out above, we believe that the case for implementing the IFNC proposal in Scotland
and Wales as soon as possible in 2010 is unarguable.
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However, whilst warmly welcoming the government’s proposed approach in relation to the
implementation prior to 2013 we have two key concerns over the timing and approach to this initial phase
of implementation. These concerns are:

— The partial implementation of IFNCs (in Scotland, Wales and an English region only) in 2011 and
2012 will be far from suYcient to ensure that the cost and benefit of ITV’s PSB licences balance.
The balancing of the costs and benefits of ITV’s licences has always been the critical component
of ITV’s support for any future PSB role for Channel 3 and underlies ITV’s commitment to make
available slots in its schedule to accommodate the English and Welsh IFNC produced news
services; and

— A trial IFNC implementation in only one English region in 2011 and 2012 (followed presumably
by a region by region roll out of IFNCs in the English regions in 2013) are likely to prove much
less workable as well as more bureaucratic and more expensive with greater uncertainty over the
quality of service for viewers than a full IFNC roll out in the English regions from the beginning
of 2011 with a single master contractor.

We deal with these concerns in turn below.

The Economics of ITV’s PSB licences in 2011 and 2012

In a number of submissions to government and Ofcom over the past 18 months ITV has made clear that
its overriding priority is to be free from analogue regulation with sustainable PSB licences which, through
balancing cost and benefit, continue to incentivise ITV to hold the licences in the public interest. This
continues to be an overriding concern for ITV and our support for new approaches to the provision of
nations and regions news on Channel 3 (via slots in ITV’s schedule) is contingent on the costs and benefits
of ITV’s licences at least balancing out.

In this context we have been encouraged by the recognition by government, in the final Digital Britain
report, of the strong case for the liberalisation of the Channel 3 licensees so that we can move towards
becoming a fully commercial network serving the interests of our shareholders whilst continuing to deliver
a focussed, sustainable public service commitment centred on original production and news. In particular,
the government recognises that there may well need to be adjustment to ITV’s PSB obligations up to and
beyond DSO in line with the diminishing value of the licences, and we appreciate the steps government and
Ofcom are already making in this direction of which the proposal for a trial of IFNCs are part.

Indeed, in view of the government’s very clear position on the viability of ITV’s PSB licences, ITV believes
that it would be in the public interest for the inclusion in the Digital Economy Bill of a new statutory duty
on Ofcom to ensure that ITV’s PSB licences balance cost and benefit. This would provide reassurance that
whoever ran ITV the public could be confident that it would continue to be in the economic interests of the
company to hold the PSB licences thereby ensuring the provision of much of the UK’s most popular
television content to the whole of the UK on PSB DTT capacity reaching 98.5% of the population.

Against this backdrop, and in order to ensure a sound economic basis for decision making, over the past
18 months or so ITV has had an extensive and detailed dialogue with Ofcom in relation to the future costs
and benefits of ITV’s PSB licences. In order to establish the value of the licences ITV commissioned a very
sophisticated model of the current and future economics of the PSB licences which we have continued to
update. In addition to the detailed dialogue with Ofcom we have also given them complete access to the
model including to the underlying assumptions. Following detailed scrutiny by Ofcom we have also made
a number of changes to parts of the model and to the underlying assumptions.

Whilst precision in future predictions is clearly diYcult, Ofcom has confirmed to ITV that, after a lengthy
dialogue, it regards our analysis of costs and benefits as reasonable. The only areas of diVerence between
ITV and Ofcom on the PSB cost benefit figures concern:

(a) the subsidy from ITV plc to the Non-consolidated licensees where we recognise that Ofcom is not
in a position to give a final view on the issue pending the outcome of the 2009 Networking
Arrangements Review which is looking at this issue and is underway;

(b) the decision by Ofcom that a 25% independent quota is an obligation that ITV would meet in any
event and which therefore does not impose an opportunity cost on ITV. On this point we are
concerned that Ofcom is seeking both to argue that the quota would be fulfilled at its current level
without compulsion and yet at the same time to argue that compulsion is still required ie that the
quota should be maintained at 25%. ITV continues to believe that even at 25% the quota does
impose a PSB cost on ITV though if this is not the case then the only appropriate action on the
part of government would be eliminate an unnecessary piece of regulation via a reduction of the
independent quota to 15% or lower.

As can be seen from the table below, which summarises the overall cost benefit position for ITV’s PSB
licences, it is clear that they will be significantly in deficit in 2011 and 2012 and Ofcom itself has highlighted
this issue in its own response to the current consultation saying that:

“there are likely to be transitional financial issues for the Channel 3 licensees until the funding for a
full roll out of news consortia is secured”.(Ofcom response p11)
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Against this backdrop, even assuming:

— that no licence fees are payable at all from 2010 (following Ofcom’s review of our licence payments
which will begin imminently) saving ITV around £7.3 million in 2011 and

— the public funding of an IFNC news service in Wales and a service in one English region in 2011 and
2012 (relieving us of PSB costs of around £10 million)

our licences would still be in significant deficit in 2011 and in 2012.

In short, whilst the pilot, publicly funded, IFNC proposals in an English region and Wales from 2010 will
make some diVerence to the economics of ITV’s licences they will not balance cost and benefit in 2011 and
2012 and it is not obvious at present how such a balance will be achieved without full implementation of the
IFNC proposal in the English regions in 2011.

Costs and Benefits of PSB status for ITV plc

PSB costs to ITV (£m) 2008 2009 2010 2011 2012 2013 2014

Total costs 201.7 143.0 129.4 120.8 119.8 120.4 123.1
PSB benefits to ITV (£m)
Total benefits 232.2 155.5 123.2 76.5 42.6 38.8 40.3
Value (benefits—burdens) 30.5 12.5 (6.2) (44.3) (77.2) (81.6) (82.9)

ITV PSB costs and benefits 2008–14
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The practicality and ultimate cost of a piecemeal IFNC implementation in the English regions

In the light of the clear wish of both Ofcom and government to maintain plurality in nations and regions
news in the UK, ITV has for some time been a supporter of the proposal for IFNCs paid for from public
funds with the resulting news service carried on Channel 3. In particular, in partnership with OC&C, we
produced a significant report exploring how a publicly funded solution for nations and regions news might
work in April this year which we submitted to both government and Ofcom. We do not intend to repeat the
content of that report in this submission though we would reiterate that ITV’s overriding priority, in the
public interest, is to carry a high quality nations and regions news service which is attractive to viewers and
which looks and feels part of the ITV1 service. In addition, we would particularly draw the government’s
attention again to the key principles around ITV participation in any IFNC project namely:

— That there are clear on going mechanisms to ensure delivery and a high quality service which fits
editorially and presentationally with the ITV1 schedule as it evolves;

— That ITV should not bear the consequences of compliance failure and associated reputational risk;

— That there is no increase in nations and regions news volume obligations and a commitment to
continued scheduling flexibility;

— That there continues to be access to facilities and pictures for the Channel 3 and Channel
4 Network news provider;

— Any solution should not involve incremental cost or loss to ITV beyond the provision of airtime
for carriage of the ITV1 service.
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Finally, and above all in the present context, in our submissions on IFNC’s to date we have consistently
made clear the importance of one tender for a single co-called “master contractor” to oversee or itself
provide the services in the English regions. It would be the responsibility of the Master Contractor to co-
ordinate the provision of the service to ensure, as a minimum, that the service across each nation was high
quality, attractive to viewers and compliant.

There are very significant advantages for viewers, tax/licence fee payers, ITV and Ofcom in only holding
one contest for a single provider/overall contractor for the news services in the English regions. In particular,
a single England wide contest for the provision of services in the English regions from the beginning of
2011 would:

— ensure a smooth transition from one set of regional news arrangements to another as opposed to
the development of diVerent tiers of service in diVerent English regions between 2011–13. A smooth
transition will ensure continuity for the audience and ensure that regional news does not disappear
from Channel 3 at any point;

— help to ensure a common approach across the English regions to key issues such as quality,
reliability, technical competence, fit with ITV1 audience expectations etc which are vital in
maintaining the audience appeal of the service;

— maximise synergies and reduce the risk of having to fund multiple sets of overheads in each region;

— significantly reduce the transaction time and costs of eight or more separate tenders for English
regions news services. The burden of such tenders and the resulting contract management (set
alongside the relatively low annual contract value) should not be underestimated. In particular, the
creation of separate transactional relationships between each English regions news provider and
both ITV and Ofcom is hard to justify in relation to the delivery of a relatively small amount of
programming each day;

— significantly reduce the co-ordination problems for ITV of managing eight or more diVerent
services from diVerent providers. By contrast, a region by region approach might well result in a
diminution of on screen quality/continuity as well as risking an incoherent and unreliable approach
to compliance across diVerent regions;

— help ITV to maintain schedule flexibility given the risk (on a region by region approach) of a
requirement to negotiate and agree changes with multiple suppliers. We have set out very clearly
in the OC&C report that a condition of our participation would be continuing scheduling flexibility
in order to meet the expectations of the audience in relation to the ITV1 schedule;

— avoid the serious risk that a trial contract for a single English region in eVect locks in the pattern
of subsequent tenders in the English regions. This might well be the outcome of a trial based
approach in a single English region since if such a modest contract is to be attractive it is likely to
need to give certainty to potential bidders for a significant duration; and

— to avoid the sheer practical diYculty of attempting to create a single seamless oVer in the schedule
from separate simultaneous live programmes from a diVerent provider in each English region.

At the same time of course, it would be vital that the putative Master Contractors are explicitly
incentivised by bid conditions to demonstrate local focus and commitment. This might be demonstrated,
for example, by investment in/maintenance of news hubs in localities around England and/or through sub-
contracting parts of the provision of the service to others whilst still ensuring appropriate levels of co-
ordination and quality assurance. In this context we would draw the government’s attention to, for instance,
para 4.1.3 of the ITV/OC&C report for a further discussion of the possible diVerent types of bidding
consortia. In ITV’s view a single tender for a single master contractor for English regions news services from
the beginning of 2011 would be a far better solution than a piecemeal region by region roll out over a number
of years.

In short, against this backdrop, we have significant practical, editorial and economic concerns in relation
to the government’s proposal to pilot an IFNC in only one English region from 2010 with full
implementation delayed until 2013. We believe this approach risks creating a more bureaucratic and
expensive set of processes, with greater uncertainty over the quality of service for viewers, and without fully
addressing the shortfall in the value of ITV’s licences in 2011 and 2012. Accordingly, the decision as to
whether there is a single contest for a master contractor for the English regions services or a series of regional
tenders is likely to determine whether the scheme is deliverable, practical and makes economic sense.

Apart from public funds are there other potential sources of funding for nations and regions news?

ITV does not believe that it is reasonable to suppose that there are substantial sums of alternative
commercial revenue which might reduce substantially the need for public funding for a nations and regions
news service without creating serious consequences elsewhere. Of course, it may be that a master contractor
and its venture partners are able to find synergies and cost savings with existing regional news activity which
might reduce the amount of public subsidy required but the opportunity for incremental revenue from the
provision of nations and regions news programming to ITV is very limited.
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In particular, ITV’s support for the IFNC proposal is contingent on additional advertising minutage not
forming part of the solution to the future funding of regional news. Additional minutage could raise some
revenue for the regional news provider, but this revenue would be very limited and it would reduce the
existing advertising revenues of ITV1 and the regional press. Indeed, any proposal for extra minutage would
be self-defeating, since it would in eVect be top slicing of ITV (and quite possibly of the regional press):

— Under the Station Average Price (SAP) mechanism, any increase in advertising minutage—even if
such additional minutage were hypothecated for ITV1 regional news—would lead to a reduction
in the price of advertising on ITV1.

— All the major stakeholders responding to the recent Ofcom review on the RADA rules agreed that
a reduction in the price of advertising would not be oVset by an increase in demand—as there are
neither capacity constraints nor latent demand for TV advertising. Therefore, any advertising
revenue generated for the news provider would inherently cannibalise existing ITV1 revenues.

— Any increase in minutage would therefore contribute further to the problem of over-supply of
impacts identified by Government in the Digital Britain process. As the Digital Britain interim
report noted: “The huge growth of advertising inventory has produced a parallel reduction in the
value of advertising impacts and their ability to fund professional long-form content.”137 Adding
further to this supply of advertising minutes will only exacerbate the problem.

— This idea would therefore amount to top-slicing of ITV in order to pay for regional news—this
would be a perverse proposal, which would undermine ITV’s ability to sustain investment in other
key areas of public service content.

— The risk of top-slicing continues to exist even if the additional minutage were sold outside the SAP
mechanism—as any additional “spot” minutage might well be sold to existing ITV1 advertisers,
who would divert advertising spend from elsewhere in the ITV1 schedule.

— It is theoretically possible to target any additional minutage to small local advertisers—but the
revenue opportunities aVorded by such advertisers are minimal. Moreover, even some of these
businesses already buy airtime on ITV1; and those that do not advertise on ITV1 will purchase
advertising space in the regional press—meaning that additional advertising minutage would
necessarily divert revenues from ITV and/or from the regional press.

Therefore, additional advertising minutage would not be part of the solution to the future funding of
regional news. Indeed, if ITV believed that hypothecated minutage or similar commercial opportunities
could improve our ability to sustain regional news, we would have already argued that Ofcom and
Government should make such minutage available for ITV. However, we have not argued for such minutage
precisely for the reasons set out above.

Finally, however, although unlikely to be very substantial, it is possible that a new news provider might
be able to strike some commercial agreements to generate some revenue, for instance:

— To provide footage to ITV Network eg for early round FA cup coverage.

— To provide regional news material for GMTV.

— To allow the commercial exploitation of footage by ITN other than for the C3 and C4 news
contracts.

— To continue to provide oYce space for ITV’s regional sales teams (and potentially other
programme makers in Wales).

3. Do you agree that the Television Licence Fee should be used to support impartial news in the Nations, locally
and in the regions in addition to BBC services?

ITV does not have a view as to the most appropriate source of public funding for a nations and regions
news service—that is a matter for policy makers and politicians to decide informed by the views and interests
of the public.

4. Do you agree that any funding within a contained contestable element of the television licence fee not
required for impartial news should potentially be available to fund other forms of essential public service
content, or should such funding be limited to news?

Again, ITV does not have a view on this matter which is for policy makers and politicians to decide
informed by the views and interests of the public.

137 Digital Britain interim report, page 45.
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5. Are there alternative funding mechanisms that you believe would deliver the above objectives more
eVectively?

We have set out above the potential for meeting the costs of a nations and regions news service from ITV’s
residual licence value or from commercial revenue. Against that backdrop it is for policy makers and
politicians to decide what sort of nations and regions news service is required (which clearly impacts on cost)
and therefore how such a service is most appropriately funded bearing in mind the limitations of funding
sources other than those guaranteed from public resources.

6. Do you agree with the proposal to set a maximum percentage of the Television Licence Fee revenue which
could be set aside as a contained contestable element?

7. Do you agree that amending the BBC Agreement could provide the necessary protection to the BBC’s future
funding and independence?

8. Do you agree that the use of any constrained contestable element within the Television Licence Fee should
be restricted to the public purposes set out in the BBC Charter?

We believe that these are matters which are best decided by policymakers and politicians informed by the
views and interests of the public.

November 2009

Supplementary written evidence submitted by PRS for Music

Response to evidence of representatives of RadioCentre on 27th October 2009 concerning the Future for
Local and Regional Media.

PRS for Music has been requested to comment on certain assertions made by RadioCentre, namely:

— That the licence fee for radios in the workplace is eVectively a double taxation.

— The licensing demands made by PRS (and PPL) on workplaces are aggressive.

— The licence fees on radios in the workplace is leading to a decline in listenership and jeopardising
local radio stations.

— There is confusion amongst licence fee payers who sometimes, wrongly, assume it is the radio
station demanding the fee.

PRS for Music does not agree that these assertions are fair or, indeed, factual. We have commented on
all these issues below, with our responses split into two sections. Section 1 gives an outline of PRS for Music’s
activities and licensing practices. Section 2 deals with the particular questions concerning the interplay
between the licensing of music played in the workplace and radio audiences.

Should any members of the Committee have any further questions or require any additional information,
we will, of course, be happy to provide whatever is required. In addition, we would like to extend an open
invitation to Committee members and any relevant representative bodies who would like to come to visit
one of our call centres and find out more about the reality of our licensing operations. As described below,
Andrew Harrison of RadioCentre has undertaken such a visit and we believe he will able to confirm our
professional and informative approach to customers.

In summary our position is that:

— The licensing of music played in the workplace is a valid and important role, which we carry out
on behalf of the 60,000 songwriters, composers and music publishers we represent, given the proven
benefits that the use of music brings to the workplace.

— Our licensing practices are professional and most certainly not aggressive in any way. We are
sincerely committed to good conduct, as demonstrated over the last year, with campaigns to
increase awareness of what we do and the launch of our Code of Practice.

— We have been licensing music in workplaces for many years and we have endeavoured always to
reach an appropriate balance between the interests of our creator members who depend on
royalties for their livelihood and the interests of our customers, especially small businesses.

— We are aware of no evidence whatsoever that indicates any link between our licensing of
workplaces and the decline of commercial radio revenues.

In support of our submission we attach the following:

Appendix A—a typical letter to a potential customer138

Appendix B—our Code of Practice139

138 Appendix not published here
139 Appendix not published here
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Section 1: PRS for Music’s Licensing Activities

1.1 The licensing process

We were most concerned about the accusations made towards PRS for Music regarding our conduct and
aggressive licensing demands and do not consider that these comments give a fair or accurate representation
of our approach to licensing.

Unfortunately many of these concerns have been based on a lack of awareness or a mis-perception of our
activities. We have worked hard to increase general awareness and, as a result, many businesses have a much
better level of understanding when we contact them by phone or letter.

Before we call any business, as part of a licensing campaign, we always send a letter. Our letters explain
clearly who we are, whom we represent and the licensing requirement. A typical licensing letter to
prospective customers is attached as Appendix A.

Not only does this letter specify the appropriate factual information but it also encourages business to
introduce music and highlights the benefits of using music. In this way, it’s just as likely that we are helping
to grow audiences for music.

We may follow up the letter with a telephone call to businesses to establish whether they are using our
copyright music, by what means and to what extent. All individuals who undertake such calls on our behalf
are rigorously trained and every call we make is recorded and logged. Calls are proactively monitored and
scored based on the quality of the call. Any issues arising from this monitoring or from customer complaints
or feedback are addressed quickly and thoroughly.

1.2 Our Code of Practice

To demonstrate our sincere commitment to good conduct, we introduced a customer Code of Practice in
July this year (a copy is provided in Appendix B) and became the first copyright licensing body in the UK
to introduce an independent Ombudsman scheme to handle complaints which we are not able to resolve.
So far, the Ombudsman has not taken a single complaint case. The Code is also available on our website at
www.prsformusic.com/codeofpractice.

Comments at the Committee hearing alluded to a high volume of complaints and businesses that choose
to turn oV music, rather than obtain a licence. The facts appear to contradict these accusations.

We only receive a relatively small number of complaints and these complaints have significantly reduced
following process improvements made last year. Complaints have reduced by more than half in 2009
(compared to 2008), and are currently are at a rate of just 1 per 5000 customer contacts.

1.3 Recognition of our customer service

Our approach seems to be working. In 2009, PRS for Music was a regional finalist for a National Business
Award for Customer Focus.

And we’re continuing to enhance the quality of our service — listening to customer feedback and
improving our tariVs and processes.

1.4 Licensing music in workplaces

There’s no doubt that workplaces require a licence for public performance, if they choose to play
copyright music, for the benefit of staV or customers.

The legal precedence for workplace licensing was established back in the 1940s, confirming that a licence
for public performance is required if music is played in a workplace (Ernest Turner Electrical Instruments
Ltd v PRS and PRS v Gillette Industries Ltd, 1943). The Copyright, Designs and Patents Acts 1988 is clear
that a licence is required regardless of the means of performance, whether live music, recorded music,
internet or via TV and radio broadcasts.

We have been licensing music use in the workplace for decades, charging a fee in return for our licence,
which allows our customers to use millions of pieces of music from the UK and around the world. This is
not only vital to support the creators of music; it is fair that they should be paid for their contribution to
businesses. Studies show that music in the workplace increases productivity and morale.
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When good music is played:

k 74% of employees say they like going to work more

k 1 in 3 employees are less likely to take time oV sick

k 77% of staV say they are more productive

k 82% say staV morale improves

From MusicWorks survey of 2,000 people

March 2009

We have more than 40,000 workplaces licensed in the UK — mainly oYce and factories. Many of the other
340,000 premises we license will also include staV-only areas.

1.5 Reduced rates for small workplaces

PRS for Music represents 60,000 music writers and publishers — most of whom are individuals and small
businesses and many rely on their income from royalties. That’s why we make sure that 90% of the money
we collect goes straight back to our members (we only deduct costs). And we want to make sure we address
the needs of small businesses—whether our members or our customers. It’s important to us that we get the
balance right—protecting our members’ ability to make a living, while ensuring that businesses can get all
the benefits of using music at a reasonable price.

Of course, bills are generally not popular with businesses and we appreciate the significant burden that
businesses face from bureaucracy and administration. We are very supportive of reducing administration
for our members and other small businesses. Keith Gilbert, the Managing Director of Public Performance
Sales, is actively involved with the Genesis Initiative and PRS for Music is sponsoring the all-party manifesto
for small businesses.

As well as working closely with trade bodies to raise awareness, such as the Federation of Small Businesses
(FSB) and regional Chambers of Commerce, we have also carefully considered the circumstances which we
license and the charge we make for our licence.

In certain circumstances, we assess that no licence fee is payable (e.g. home oYces and where employees
use personal devices with headphones). Earlier this year, working with the FSB, we halved our charges for
small workplaces (with four workers or less). Small workplaces can get a licence for only £44 ! VAT per
annum—less than £1 a week. This change has been well received by small businesses.

“Playing music in the workplace can help boost staV morale and the FSB is pleased that PRS for
Music has put in place an aVordable way for small business owners to enhance the working
environment for their staV.”

John Wright, National Chairman of the FSB (Jan 09)

Section 2: Issues Relating to Radio

2.1 Is the requirement for workplaces to obtain a licence from PRS for Music a case of “double taxation”?

Firstly, it is important to clarify that copyright licensing is not related to taxation. The royalties PRS for
Music collects on behalf of its 60,000 members directly represents their income, in many cases vital income.
The use of the term “taxation” undermines the value and purpose of copyright legislation, which exists to
protect the rights of creators to earn a living from their work.

Secondly, there is certainly no “double-charging” when we license workplaces for the use of music, made
by any means including radios. Copyright is a bundle of rights including copying, communication to the
public (broadcast) and public performance. These rights are usually licensed separately, with a separate
licence fee. To suggest there is “double-charging” undermines the entire basis of the bundle of rights defined
in the statutory framework.

It is usually fairer that music users pay only for the specific uses they want to make of music. If, for
example, CDs were bought, with the right to make copies of that CD or make a public performance using
the CD, the charge for all CDs would have to be significantly higher.

The licences issued to TV and radio broadcasters and, indeed, to the CD manufacturers and online music
retailers do not include the right to make a public performance of that music.
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TV and radio broadcasters are aware of the value of copyright, as copyright holders themselves. In the
same way that our writer and publisher members ask for payment for diVerent types of use, TV and radio
broadcasters do not allow members of the public to use their material which has been publicly broadcast
for any other purpose, without additional permission from the broadcaster. In fact, many broadcasters will
take action to stop members of the public creating copies of their content or posting the content on sites
such as YouTube.

2.2 Is the requirement for workplaces to obtain a PRS for Music licence causing radio audiences to decline?

There appear to be many reasons why commercial radio audiences have declined but we are not aware of
any data or analysis that suggested that workplace public performance licences are an issue. Indeed, we have
not found any published research on declining radio audiences which cites our licences as a factor. Radio
audiences have declined since the turn of the century, particularly amongst younger age groups. Music
consumption has shifted to diVerent platforms, most notably iPods and MP3 players. It also appears that
commercial radio has lost listeners to BBC stations.

As we have said before, we have been licensing workplaces for many decades and this will include premises
which play the radio. Through that time commercial radio — both national and local — has been developed
and blossomed into a large and successful business. None of that growth was hindered by PRS for Music
licensing of workplaces.

Our data shows that, of the 820,000 businesses we have contacted so far this year, less than 600 workplaces
told us they would rather stop playing music than pay for a licence. Around 50% of workplaces tell us they
are playing radio. Consequently even if one accepted that premises may cease to use music via radio and
that could be picked up in RAJAR figures, the numbers (extrapolated from this proportion) would be so
small as to have minimal eVect.

2.3 Is there confusion amongst licence payers who assume it is the radio station demanding the fee?

You asked us to comment on whether there is any confusion amongst music users, who might assume that
the radio station is “demanding the fee”. We’ve not heard of any customers raising this issue to us and there’s
no reference to radio broadcasters in our customer literature. All our letters make it clear that the money
collected is distributed to our members—music writers and publishers (see the information on the back of
the licensing campaign letter attached). We also provide information to any customers who have queries
about what diVerent PRS for Music licences cover.

3. Our Relationship with Radio Broadcasters

We are aware of the diYculties currently facing the radio industry. Indeed the challenges posed to the radio
industry by the ever-changing internet landscape is one with which we have much empathy. Further, as the
licence fees paid to PRS for Music by radio broadcasters are based on audience figures and advertising
income, we obviously want to support this sector wherever possible. Consequently we are keen to further
plans with the radio sector to jointly promote the value of music in the workplace.

We are keen to ensure that our tariVs do not present a barrier to businesses who want to use music and
if the radio sector can provide evidence which illustrates that there is a real impact, it would be in our own
interests to consider the information.

We also wish to ensure that there are no misunderstandings about our operational activities. Last week,
Andrew Harrison visited one of our customer call centres and we were pleased to provide full details of our
processes and quality monitoring (this meeting had been arranged for some time and prior to the Committee
meeting). Andrew was also invited to listen to live telephone calls made to businesses. We are confident that
Andrew will be able to confirm the professionalism and quality of our operations. We were also able to
identify ways in which PRS for Music can work with the radio sector to increase music use and radio
audiences and we look forward to progressing these plans.

November 2009

Supplementary written evidence submitted by Trinity Mirror

RESPONSE TO CLLR MARK LOVEDAY’S WRITTEN STATEMENT REGARDING COUNCIL
RUN NEWSPAPERS

In his submission to the House of Commons Select Committee on Culture, Media and Sport on the issue
of council newspapers, the leader of Hammersmith and Fulham Council made various statements about
Trinity Mirror plc and the newspaper market in the council’s area which we do not believe can rest
unchallenged.
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In his written statement, Cllr Mark Loveday when commenting on our titles said that: “Trinity Mirror
does not invest in these publications—there is presently one part-time news reporter (based outside the
borough) for both titles. The local titles are eVectively wraparound editions of out of borough publications
with only a few pages of local content.”

That statement is factually incorrect both in terms of our investment and working practices.

Trinity Mirror employs two Senior Multimedia Journalists, dedicated to the Borough of Fulham and
Hammersmith. The two journalists are supported by a full time Multimedia Content Manager and a full
time Multimedia Editor News.

All our multimedia Journalists work remotely. They are equipped with the latest technology that allows
them to operate from anywhere within the Borough
A significant number of pages in the titles carry dedicated news from Hammersmith, Fulham and Shepherd’s
Bush only (ie. Fulham Chronicle—4 dedicated pages with more Hammersmith and Fulham news spread
throughout the titles. Fulham Gazette—9–10 dedicated pages)

Cllr Loveday also asserts that “In common with most large unitary authorities, the Council has
distributed a regular free publication to residents for a number of years. Its predecessor, “Hfm Magazine”
was launched by the then Council leader Cllr Andrew Slaughter (now Andrew Slaughter MP) in January
2004. The Council now produces “H&F News”, a high quality fortnightly newspaper which accepts
significant local advertising”.

We would argue the point is disingenuous. The predecessor to H&F News, HFm Magazine was a monthly
A4 publication communicating with ratepayers solely on council matters and services. H&F News is a bi-
weekly tabloid newspaper which continually steps outside its statutory need to communicate solely on
council matters by running general local news, crosswords, Sudukos, film reviews, premiere league football
reports and regular interviews with celebrities.

Cllr Loveday claims that the publication of a council owned newspaper “is a highly cost-eVective way of
communicating with residents. We believe strongly that it is a good thing to raise advertising revenue to
reduce the burden on local taxpayers. As a result, the cost of H&F News continues to fall—from £400k in
its previous incarnation Hfm magazine to less than £5,000 last year.”

This claim is misleading as (based on the council’s own figures, retrieved through a FoI request) it fails
to take into account the salaries of 3.5 FTEs (£169,668) dedicated to the production of H&F News.
Therefore, H&F News is currently running at loss and rather than reducing the burden on local taxpayers
is actually increasing the burden.

Similarly his claim that “H&F News has high readership140 and high reader approval141 because it is a
product that residents enjoy (our emphasis) reading.” Is equally misleading.

The council’s own research states the following:

— 81% of readers think H&F News is interesting

— 71% say contains lots of useful information

— 69% say it tells them what they need to know about the borough

* Source: Media and Reputation Survey conducted by Facts International and commissioned on behalf
H&F by Westminster City Council, 600 people telephoned in March 2009.

The research did not look at enjoyment but only at what readers thought about H&F News.

December 2009

Supplementary written evidence submitted by STV Group plc

STV has reviewed the transcript of the evidence given to your Committee on the above date by Michael
Grade of ITV plc.

In relation to the relationship and dispute between ITV and STV, STV has concerns around the factual
accuracy of a number of comments made by Mr Grade. Consequently, I am extremely concerned that the
Committee has been misled on a number of important points.

I therefore suggest that STV be aVorded the opportunity to give further evidence to the Committee
pertaining specifically to the points raised on Tuesday. I appreciate that we have already contributed to your
work on local and regional media but, in light of Mr Grade’s evidence now on record which we consider
potentially damaging to STV, it is critical to grant STV the opportunity to set the record straight.

I hope that this could be accommodated within your remaining schedule of evidence-gathering on this
subject; if this is not possible, STV would be happy to contribute further in writing for the Committee’s
consideration.

140 63% of residents read H&F News, according to the 2009 Media & Reputation Survey
141 81% of readers say H&F News is informative, according to the 2009 Media & Reputation Survey
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The Channel 3 network remains the UK’s pre-eminent commercial public broadcasting service in which
there is a significant public interest. It is vital that any debate around the licensees is fully and accurately
informed.

Rob Woodward
Chief Executive

December 2009

Supplementary written evidence submitted by the BBC

Q447 Paul Farrelly: Finally with respect to plurality there were lots of people vociferously saying as part of
our last report that it was not best served by paying an enormous price for Lonely Planet. Recently we have
read that the option that the founders had to sell the remaining stake to the BBC had not been exercised and
had been extended. Can you just shed some light on that situation as well?

The Wheelers and BBC Worldwide have jointly agreed to defer the exercise period of their 25% put option.
The Wheelers continue to play an active role as directors and shareholders in the Lonely Planet business,
and BBC Worldwide is delighted that they have agreed to retain their interest at this stage as it strongly
believes that this is in the best interests of the business, the BBC and consequently BBC licence fee payers.

As the Committee may have noted, on 24 November 2009 the BBC Trust published its conclusions
following a review of the corporation’s commercial activity. As a specific point, the Trust stated that it would
not expect to consider a commercial deal of the scale and nature of the Lonely Planet acquisition in future.
The Trust will want to ensure that BBC Worldwide’s plans for Lonely Planet secure the best value for licence
fee payers and will keep its long-term future under review.

Q450 Mr Watson: Before I ask my question can I say there are a number of BBC lovers who quite like the fact
that you clash with X Factor because it means that the family only have to watch one of them rather than both
of them, but let me stretch the plurality question a bit further. It is about citizens having to change their Freeview
box to receive HD content going forward and there was a recent very quick Ofcom review that is actually to
review your approach on the way that people can access that content because there was a form of digital rights
management within the boxes. Have you responded to Ofcom on that? It might not be your area, Mark.

The new Freeview HD service, bringing HD content to the Freeview platform, launched on 2 December
2009. The complicated new technology required to launch the service in the limited amount of radio
spectrum available, means that, regrettably, consumers will need to buy a new receiver to get the new
Freeview HD service. These receivers (both set top boxes and integrated digital TVs) will become available
in the shops in early 2010 (they will have a clearly marked Freeview HD logo). It is important to stress that
none of this makes exiting Freeview kit obsolete—consumers can carry on watching standard definition
services on Freeview receivers. But to watch the new HD services consumers will either need to buy a new
Freeview HD set top box to work with existing HD Ready displays or buy a new display with Freeview HD
built in.

On content management, the BBC has recently submitted a response to Ofcom’s request for further
information on the benefits to consumers on the use of content management technologies (the primary one
being that free-to-air public service broadcasters can oVer a wider range of HD content that would otherwise
only be available on Pay TV platforms). We expect Ofcom to initiate a public consultation following our
submission.

UK Broadcast Pool

We oVered to provide clarification on the operation of the UK broadcast pool. There are two separate
issues:

— The operation and membership of the broadcast pool.

— Access to the material that is generated.

The UK broadcast pool is operated by BBC, ITN and Sky. It is an informal working arrangement which
has existed for many years, and works on an ad hoc basis where Sky, ITN and the BBC combine resources
to cover events on a pooled basis in a cost, and resource, eVective way. Each broadcaster either contributes
some equipment or takes a turn doing an event for the other members of the pool.

The Press Association have previously raised concerns with us about the operation of the pool. Their
principal argument has been that they should be part of the pool operation or have consistent access to the
content. The view of the BBC—and ITN and Sky—has so far been that the PA should be able to contribute
infrastructure and TV-quality pictures on a similar basis to the others if they want to be part of the pool—
we are not convinced that the PA is currently in a position to do this.



Processed: 30-03-2010 13:47:02 Page Layout: COENEW [E] PPSysB Job: 433672 Unit: PAG8

Ev 274 Culture, Media and Sport Committee: Evidence

However, following discussions, the BBC has agreed with Sky & ITN that all news organisations including
the PA should be given access to broadcast pool material and be able to purchase the footage. We
communicated this position to PA several months ago and are operating in line with it. We have asked the
PA to update the Committee.

Information the Committee may find useful for its Inquiry

A sustainable funding model for the provision of Local and regional news

Since the BBC submitted its written evidence to this Committee’s inquiry into Regional News, the BBC
Trust has published its response to the Digital Economy Bill, which includes two alternatives to top slicing
the licence fee as a means of funding IFNCs.

First, it is possible that a new model of local and regional news can evolve without any need for new public
funding. There are risks in fixing levels of subsidy or in picking winners now, in the midst of significant
changes for the industry. We believe there is a more evolutionary, deregulatory approach worth examining
that could deliver the same or similar results. As a starting point the BBC has proposed sharing its facilities
and infrastructure with other providers of regional news. The Government should look at the value of this
oVer to local news providers in combination with Ofcom proposals for content deregulation and the
relaxation of media ownership rules that could reduce costs and increase investment in local services.
Following Digital Switchover, spectrum that is currently used for national television services could
potentially be released to the market for television at a local and regional level. This should be considered
alongside the future opportunities oVered by Internet Protocol Television, which could enable new
companies to provide local content to people’s televisions at much lower cost, and potential changes to the
rules around advertising minutage. The Government should assess whether a combination of all these
changes will make alternative commercial models viable.

If Government believes that additional public funding is required to support its preferred regional/local
news model, then there are better alternatives to the licence fee. The options tabled by Ofcom include the
suggestion that the way in which broadcasters are charged for access to spectrum, which is being changed
at the end of the current licences, could generate new funding for the Government’s public policy goals. The
Trust asked the BBC Executive to examine this alternative and they commissioned an independent report
authored by Kip Meek and Robin Foster. Their report suggests that this option (known as Administered
Incentive Pricing) when introduced in 2014, could raise up to £130 million per year and so fund regional
news in its entirety. This would be more consistent with the existing UK model, where the value of spectrum
is used to fund PSB and create public value, and would maintain a variety of PSBs with diVerent incentives
and funding models. The full report is available on request.

Allegations of BBC “poaching” news stories from Local news providers

We note that in an earlier evidence session to this Committee there was an allegation made that the BBC
and other large news agencies sometimes “poach” their content from smaller, local news providers.

The BBC is a strong and consistent contributor of original local journalism, adding to the mix and
diversity of stories available to audiences on television, radio and the web.

This is achieved first through our broadcast programmes where interviews and items first broadcast on
the BBC often lead the local news agenda. Interviews on the Politics Show and investigations mounted by
the BBC1 current aVairs programme Inside Out are common examples. In recent weeks the West Midlands
edition of The Politics Show revealed that 800 jobs were to be lost at Birmingham council, which became
the lead story in the regional morning paper the following day.

In London Inside Out revealed that tower blocks had not been properly assessed for safety—followed up
by a range of local newspapers.

Our reporters and correspondents also originate many stories, both in specialist areas and the general
daily news environment. A recent BBC snapshot showed many examples over a one month period of these
stories being followed up and used prominently by local newspapers and websites. For example, in Leicester
a police recruitment freeze revealed on the BBC Local Radio station was followed up by the local paper two
days later. Radio Merseyside’s phone in programme revealed that 11 people had been taken to hospital in
a poisoning scare at the local swimming baths—again followed up by local papers. We’d be happy to make
more of this evidence available if required.

We recognise that local newspapers originate more stories than we ever could. There are many more
newspapers, more than a thousand in the UK, and they include more stories per edition than a BBC radio
station or website would oVer in either a day or a week.

The BBC is developing ways of oVering web users external links to oVer them the opportunity to find these
stories. This is achieved at present through external links, but we also intend to start oVering RSS feeds from
other local news providers on our websites.
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The nature of journalism is that stories will cross from one medium to another, or be followed up or further
developed by competing journalists. When a story is a genuine “exclusive” we encourage our journalists to
credit the original provider if following up a story.

December 2009

Supplementary written evidence submitted by STV Group plc

RE: Evidence by Michael Grade, Executive Chairman, ITV plc given 8 December 2009

Further to my letter of 11 December 2009, I am pleased to have the opportunity to present further evidence
from STV Group plc to the Committee. We acknowledge and agree that this further evidence will be
made public.

STV’s additional submission is made in light of Michael Grade’s evidence of 8 December 2009. His
remarks about STV were factually incorrect, misleading and damaging to STV.

For ease of reference we have identified in the Appendix the relevant individual questions by number and
reproduced the specific comments from Mr Grade’s evidence to which we are responding.

Membership of the Channel 3 network entails collaboration and collective activity in the interests of all
members, and their viewers. It is an ethos which has imbued the federal system from its inception. In that
regard, we consider the most damaging comments of all amongst Mr Grade’s evidence are the repeated
assertions that STV enjoys a “subsidy” from ITV, and that we have “a cash problem”, and have “renege[d]
on a contract”. These comments are typical of ITV’s recent inappropriate and openly aggressive stance
towards STV and are simply wrong.

Further, the suggestion that ITV had been “trying to settle this (dispute) with Scottish for well over a year”
before it launched legal proceedings for recovery of the gross sum of £38 million is also misleading and false.
ITV well knew that there were amounts owing by both parties, some of which were agreed and some which
not. When the agreed amounts are netted oV it gives a much smaller figure than that which ITV publicised
when it issued the proceedings. Despite that knowledge ITV issued its claim for the gross amount leaving
STV to have to counterclaim in respect of the amounts which were agreed as well as those that were not.
Netting oV on ledgers is a recognised network process and as in the past, considerable work was ongoing
to do so (most of it, this year, at the instigation of STV) right up until the ITV claim was filed. You should
also be clear that STV has an absolute right to opt out of the network schedule within certain parameters.
ITV has alternatively recognised and denied this right, but has not engaged substantively at all to try to find
any workable solution to how this opt-out process should best operate despite STV’s oVers to do so.

I trust this submission is useful. The Channel 3 network remains the UK’s pre-eminent commercial public
broadcasting service in which there is significant public interest. It is vital that any debate around the
licensees is fully and accurately informed, and that an outgoing executive chairman of ITV plc should not
be aVorded an unchallenged platform from which to deliver inaccurate and misleading remarks to discredit
the commercial broadcaster for Scotland.

I would be happy to expand on any areas as required, in person or in writing and if you have any further
questions, please come back to me.

Rob Woodward
Chief Executive

December 2009

APPENDIX

STV Group plc, additional evidence to the Culture, Media and Sport Committee in response to comments
made by Michael Grade, ITV plc.

Q515. “we have about £33 million a year subsidies to Scottish, Ulster and, to a far lesser extent, Channel;”

STV vehemently disputes Michael Grade’s claim that there is any “subsidy” flowing from ITV plc to the
non consolidated licensees. The methodology ITV has employed in arriving at this number is entirely flawed
in that it takes no account of the additional value ITV plc derives from network-related activities funded by
all licensees but where STV, UTV and Channel receive no benefit.
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Q565. “they get to approve the network budget”

This is not true—through its 92% majority position in the network, ITV has complete control over the
annual network budget. STV has no power to influence this, no right of approval and no say in what is
commissioned. Moreover, even after the network budget is set for a particular year, ITV plc manipulates the
amount without any reference to STV and the other non consolidated licensees. In 2008, it retrospectively
inflated the price paid for Coronation Street and Emmerdale in order to meet the Ofcom quota for out-of-
London production targets. Although this increase was not passed on to STV, UTV & Channel, we object
to it being carried forward into subsequent years. Also in 2008, as in previous years, ITV Network wrote oV
£28 million (excluding FA cup/England sports rights) of programmes without notice or consultation, the
eVect being simply to raise the network programme budget at the end of the year without due process.

Q569. “I do not think Ofcom could possibly be regarded [. . .] as an honest broker in that situation”

STV continues to fail to understand why ITV has refused the arbitration process oVered by Ofcom;
Michael Grade’s allegation that the regulator could not be regarded as “an honest broker” is disingenuous,
particularly since the oVer was rejected out of hand without any understanding or investigation of how the
process might actually work and who would undertake the arbitration itself.

Q570. “we are the victims of this.”

This is a remarkable assertion from Michael Grade which is completely untrue. STV has exercised its right
to opt out of network programmes and be excluded from paying for same through the terms of the
Devolution Contract. That contract is included within the Channel 3 networking arrangements which, at
Q565, Michael Grade suggests have operated “very, very well”. ITV has no right of veto in this regard, yet
has chosen to deny STV its rights to the point of now pursuing STV through the courts for sums it disputes.
Details of its litigation were publicised by ITV prior to being served on STV and ITV admits the actual sum
it is disputing is far less than the £38 million figure it has used as a headline claim. Separately, STV has been
forced to seek legal redress over ITV’s abuse of our new media rights, which have been included within deals
done by ITV for video-on-demand services without our consent and we may be forced to bring further
proceedings to address significant acts of prejudice we experience within ITV network. Any suggestion that
ITV is a “victim” here is entirely wrong.

Q571. “We have actually been very, very patient. We have been trying to settle this with Scottish for well over
a year and we have failed. We did not decide blithely to sue them; we tried for a year to settle it and reach
agreement with them but we failed and so we have no option.”

This is not true. ITV has made no attempt to engage substantively with STV in that time around reaching
any form of agreement or common understanding about our right to opt out of network programming under
the Devolution contract, preferring instead to pursue the court action which has now ensued.

Q571. “Look, what is driving this in Scotland—it is not about Scottish production; if you look at the schedule
that they produced that replaces these programmes, it has got nothing to do whatsoever with the Scottish
broadcaster for the Scottish audience—it is about saving cash.”

This is factually incorrect. STV’s programming strategy is predicated entirely around building a relevant
and aVordable schedule for Scotland. During 2009 we have produced a significant amount of high quality
content for inclusion in our schedule, particularly during peak time. From The Hour, a daily, live magazine,
through factual series such as Scots Who Fought Franco, Scotland Revealed and Made In Scotland to
extended news coverage of important events such as the release of the Lockerbie bomber, Abdul Megrahi,
STV has demonstrated a tangible commitment to serving Scottish audiences. We have been open and honest
about shortcomings in our scheduling, particularly around replacing drama with film on Sunday evenings.
However, we are in the early stages of a long term strategy and our schedule for 2010 builds on our experience
and contains hundreds of hours of Scottish content, from sport to comedy and current aVairs and including
drama in Taggart, which we have committed to produce even without a commission from ITV.

Q574. “It is just a shame that if they have got a cash problem—if they have—they did not sit down with us at
the beginning, as you would do. If you have an “onerous contract” you go and talk to the people. We are partners
in the business and we should have sat down”

STV believes these comments from Michael Grade to be actionable had they been made outside the
confines of Parliamentary privilege. This serious allegation is mischief-making aimed only at discrediting
STV. The suggestion that we have “a cash problem” and that we should “sit down . . and talk to [ITV]” is
completely inaccurate, highly patronising and damaging to STV’s reputation. In fact, STV now makes a
fixed monthly payment to ITV, and we have just received a £2 million rebate for overpayments across the
summer so our cashflow is such that we have, in fact, been able to overpay ITV and have received a balancing
payment back, without interest.
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The Committee should be in no doubt that at the heart of this dispute lies a disagreement over the terms
of STV’s opt out rights and not, as suggested by Michael Grade, an unwillingness or inability on STV’s part
to pay legitimate sums due. STV has been part of the federal Channel 3 network for over 50 years, we pay
our share in return for access to network content. We have called for the networking arrangements to be
streamlined and modernised in light of a single company now exercising eVective control of the network
(through its 92% shareholding), a very diVerent situation from when 15 separate licensees co-existed.
However, we will not permit our clear and unequivocal right of opt out to be vetoed in the way ITV is
attempting to do so.

Written evidence submitted by Cumbria’s Calling

Executive Summary

Cumbria’s Calling intends to provide a service for which there is an appetite1 yet no current oVering,
namely intelligent local radio: Radio 4 for Cumbria.

Ambitions of the current oVer are, seemingly, to appeal to the lowest common denominator. This misses
any target of summoning or developing a loyal following. Audience tunes in for the traYc, the weather and
lamb-bank; they tune out in order to locate programming which engages their thinking.142 Whether
television or radio, figures show decline in audience share for the purely commercial stations. They want
something more than advertising.

In a county such as Cumbria, whose topology and topography have determined isolationist communities,
there is a compelling case that argues by bringing together Cumberland and Westmorland communities,
greater understanding is fostered, higher social engagement is attained and deeper intellectual, social,
physical and emotional well-being is fostered.

A forum for reliably informed debate of the panoply of issues which matter to Cumbrians would nourish
just such a place of prosperity.

Once we have shown how successful our intelligent local radio station is, then we will be happy to work
with other counties to help them create their own intelligent local radio station.

However, before that can occur, Cumbria’s Calling must abseil down the perilously jagged cliVs which
legislation has revealed. We don’t believe that anyone undertakes lightly to create a serious operation as this.
Therefore, making the process not merely hard but puzzlingly prohibitive seems, with rapacious vigour to
quash attempts to forge informing entertainment and generate entrepreneurially creative jobs.

The Digital Britain report pre-supposes much on behalf of the population’s media requirements.
However, it devotes a fraction of its attention towards radio. Given this cursory glance, it seems
disproportionate that a mandatory switch from analogue to digital output has been determined as being in
the interests of the entire Kingdom. Some places, and Cumbria is certainly among them, are simply not
minded overnight to change the way they access media.

Introduction

1.1 The more local the information, the more pertinent to listeners. And if a broadcaster is to oVer as
broad a spectrum to myriad interest groups, then it must find a way of delivering output relevant to all its
listeners that engages their minds and hearts. Minds in terms of reliability, hearts in terms of ease of access.
Trust must be established as the infrastructure to building audience share.

1.2 It has been seen, over the past five years and more acutely in the last two, that an audience switches
oV drivel. Commercial stations, be they radio or television have found a concomitant drop in advertisers’
interest when drivel informs content. This is alarming to their balance sheet.

1.3 Such fall-oV strongly suggests an appetite for something else and we posit that something is intelligent
local radio.

2.1 Cumbria’s Calling has ambitions to be the country’s first intelligent local radio station. However, in
our path stands a powerfully put yet flimsy argument of there being insuYcient spectrum availability.

2.2 We have examined the lengthy charts detailing allocation of spectrum to Aviation, Maritime,
Astronomy and CB sectors and they are indeed tightly packed.

142 Cumbria’s Calling research findings (Appendix 1).
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2.3 Rather like a scrip issue in finance, where on share is divided, we would raise the question as to why
more spectrum cannot be added? If an encyclopedia can now be stored on a grain of sand, technology must
be at a point where condensing sound waves is a necessary and suYcient condition for both storage and
emitting output.

2.4 We find this an opportune, creative response to expansion of the network without burdening the
listener with the expense of yet more hardware and burdening landfill with dejected metal.

3.1 The regulator ought operate for the common good. Regulating broadcasting innovation to within an
inch of its enterprise is suVocating attempts to fill the widening gap in the thought-provoking media market.

3.2 By giving greater access to serious local broadcasters of spectrum availability, the gap can be
narrowed. Localised features can stretch across greater breadth and be informed by a deeper well of
experience and understanding. This enriches both output and listener loyalty. Bringing together
communities should be part of the remit of any serious broadcaster: enabling that it happen is the remit of
the regulator.

3.3 As an aside, at the time of writing, we in Cumbria have been given ample evidence of the need for a
local network which acts as a community beacon. Cumbria has found its usual OVer of bland trivia to be
disaVecting in the extreme. Clearly, the events we’ve experienced over the last six weeks are unusual. They
highlight, however, how useful Cumbria’s Calling could have been to the entire county. Its schedule,
informed by audience need, will make connections, issue village and town bulletins, co-ordinate localised
rescue eVorts and could have supported the splendid job done by emergency and rescue services.

3.4 Additionally, we have listened to the many stories of people’s Flood experiences. A meaningful
proportion have agreed, when asked, that some kind of central, non-governmental, organization should
synchronize a formal, normative response to the emotional trauma sustained by the far broader group of
those directly aVected. Again, an emotionally literate organization such as Cumbria’s Calling will be
suYciently nimble to co-ordinate that kind of mechanism.

3.5 In virtue of its local immediacy, it can provide at lower cost highly targeted, reliably relevant
information.

3.6 What larger, perhaps more cumbersome, broadcasters would be prevented from accessing by cost, we
could provide with economic simplicity.

Background

4.1 The media climate seems as reactionary as meteorological conditions. In short, it appears old maxims,
traditions and precepts no longer obtain.

4.2 Advertising has lost its driving license. Therefore if media outlets are no longer driven by
advertisements, business models must adapt.

4.3 Cumbria’s Calling sees this as a perfect moment to think creatively of how to address the dual aspect
of falling audiences and advertisers.

4.4 BBC Radio Cumbria seems uninterested in its falling figures.143 Nor is Cfm inclined to listen
alternatives solutions to the fall in advertising revenue.

4.5 In the case of the former, this reluctance to deliver on its obligations oVers us the opportunity to fill
the gap with fully accessible, county-wide, quality output of consistent content funded by alternate means.

5.1 Such an event would require Ofcom to open up spectrum.

5.2 Conversations and meetings demonstrate Ofcom’s full-blooded opposition to doing anything with
regard to FM in virtue of its commitment to a fully Digitized broadcast platforms.

5.3 Cumbrians will get there, but currently there exists no appetite for digital radio: just bewilderment of
its existence. [There was no appetite for digital television and the resentment caused by its infliction has been
profound.]

5.4 For a new station to succeed, it must attract listeners, not repel them.

5.5 This is why FM frequency is part of the future for local radio in Cumbria.

143 Rajar December 2008—September 2009 (Appendix 2).
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6.1 It may not be possible to acquire a share of a larger broadcaster’s spectrum which chooses not to fulfill
its remit: we merely ask the question as to why shared spectrum would not function such as to provide fully
rounded output for its beleaguered audience?

6.2 This question is asked in the absence of a straightforward solution to acquiring a county-wide FM
wave-length.

7.1 We see serving the myriad communities of Cumberland and Westmorland as our primary purpose.
In addition to serious programming which “bigs up”’ and inspires local talent, local radio should create jobs,
cohere communities, keep students in the County through training and redeploy the third sector to mentor
them. We could oVer a sustainable, socially enterprising solution to some of the County’s real and core
problems.

7.2 It is now an accepted dogma that localised news and features are what the audience finds meaningful.

7.3 If we can galvanize each community to work towards a common, prudent goal, then their flourishing
inspires a self-sustaining dynamic.

8.1 For us, intelligent local broadcasting is the future of radio.

Recommendations

9.1 Ofcom is tasked to adapt to communities’ requirements rather than sculpt communities [and their
broadcasters] to its wants.

9.2 The voice of social enterprise is heard before throttled by the heavy hand of capitalism.

9.3 Collaboration is encouraged between agencies such that multi-tiered bureaucracy can ventilate
coherent initiatives, not suVocate them.

APPENDIX 1

Between April–September 2008, 155 men and 145 women willing to talk about their regular radio listening
habits were surveyed in five Cumbrian towns: Cockermouth, Keswick, Penrith, Whitehaven and
Workington.

Findings at a glance:

Out of 155 men and 145 women aged between 20 and 80, 101 men and 114 don’t listen to BBC Radio
Cumbria.

Put another way, 215 out of 300 Cumbrians—or 71.6%—don’t listen to local radio because they find
nothing to interest them. Over half of those respondents—61 men and 91 women—listen to Radio 4.

Men Total % age Do you listen to Time of day Why/not What would you
155 of Radio Cumbria need to hear to

sample Yes/No If not, what change over

20–40 49 32% 23/26 Weekend Local/Middle aged Channel hop/
CFM Meatier subjects

40–60 94 61% 30/64 Dip in each day Lamb bank/bland Classic FM/R4* More thought
60 & over 12 7% 2/10 Morning/Never Lack of intelligent

output R3/R4**/RS provoking
*54; **7

Women 145
20–40 4 3% 0/4 Never Life’s too short CFM/R1 Not interested
40–60 94 65% 13/81 Evenings Local/doesn’t Engaging

engage R4*/RS sincerity
60 & over 47 32% 18/29 News Bulletins Local news/life’s Classic FM/ New voices,

too short R4**/RS new ideas
*68; **23
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APPENDIX 2

RAJAR—Radio Joint Audience Research Ltd—All Individuals 15! for period ending December 2008

Station Popl’n Reach Reach Av Hrs/ Av Hrs Total Hours Share in
(000s) (000s) % /head listener (000s) TSA %

All Radio 50,735 45,511 90 20.00 22.30 1,013,107 100.00
All BBC 50,735 33,520 66 11.10 16.80 564,437 55.70
All BBC Network Radio 50,735 29,923 59 9.30 15.70 470,405 46.40
BBC Local/Regional 50,735 9,471 19 1.90 9.90 94,032 9.30
All Commercial 50,735 31,210 62 8.40 13.70 427,050 42.20
All National Commercial 50,735 13,640 27 2.10 7.90 107,071 10.60
BBC Radio 4 50,735 9,812 19 2.50 12.80 125,197 12.40
BBC Radio Cumbria 404 111 27 3.00 10.80 1,192 15.30
Cfm 244 85 35 3.90 11.30 962 29.90

All Individuals 15! for period ending March 2009
All Radio 50,735 45,762 90 20.20 22.40 1,024,910 100
All BBC 50,735 33,809 67 11.40 17.10 577,172 56.30
All BBC Network Radio 50,735 30,261 60 9.50 15.90 481,292 47.00
BBC Local/Regional 50,735 25,608 19 1.90 10.00 95,880 9.40
All Commercial 50,735 31,498 62 8.40 13.50 425,902 41.60
All National Commercial 50,735 13,315 26 2.10 7.90 104,827 10.20
BBC Radio 4 50,735 9,982 20 2.50 12.80 128,065 12.50
BBC Radio Cumbria 404 129 32 3.20 10.10 1,300 15.60
Cfm 245 87 35 3.60 10.10 881 19.10

All Individuals 15! for period ending September 2009
All Radio 51,280 45,721 89 19.70 22.10 1,008,480 100
All BBC 51.280 33,577 65 10.80 16.50 555,143 55.00
All BBC Network Radio 51.280 30,264 59 9.20 15.60 472,357 46.80
BBC Local/Regional 51,280 8,532 17 1.60 9.70 82,786 8.20
All Commercial 51,280 31,225 61 8.30 13.70 427,905 42.40
All National Commercial 51,280 13,516 26 2.10 8.10 109,666 10.90
BBC Radio 4 51,280 10,218 20 2.40 12.30 125,263 12.40
BBC Radio Cumbria 407 121 30 2.90 9.90 1,197 15.40
Cfm 246 89 36 3.40 9.40 832 17.30

Supplementary written evidence submitted by the Press Association

We write with respect to the Culture, Media and Sport Select Committee evidence session with the BBC’s
Mark Byford and Helen Boaden on Tuesday 24 November 2009 at which you raised questions about the
Press Association’s access to footage from the broadcast pool and the BBC’s online video sharing initiative.

Broadcast Pool and Access for Digital News Gatherers

At present, access for cameras to events of national importance is still routinely restricted to the current
broadcast pool only, operated by the BBC, ITN and Sky. This has resulted in digital media being denied
access to footage of clear public interest.

The Press Association’s discussions with the broadcast pool on the matter of one-camera assignments
have been ongoing for some time and to date we have been unable to reach a satisfactory position where
the requirements of the broadcasters and digital media are being met.

The Press Association has been denied either access to gather its own material or access to footage
gathered by the broadcast pool to the following single camera events:

— printing of swine flu leaflets;

— emergency statement made by Home Secretary John Reid and Douglas Alexander at 5am on 10
August 2006 concerning a terror threat which Government said could have caused “carnage”;

— statement made by Gordon Brown on 22 June 2009 concerning the discovery of the bodies of
British hostages in Iraq;

— statement made by Jan Beattie (friend of Jason Creswell) on behalf of all five families of the
hostages in Iraq; and

— Prince Charles’s statement on the death of Lieutenant Colonel Rupert Thorneloe.

The broadcast pool has also attempted to charge the Press Association for access to footage from funerals
including Rhys Jones and Jane Tomlinson where the families involved may well have believed that they had
secured one “pool” camera which would cover all of the interested media.
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In all these cases only the broadcast pool camera was permitted to attend resulting in the availability of
video footage being restricted to broadcast use and pool members’ websites or sites with which they have
commercial arrangements. Press Association customers, including national and regional newspapers, were
unable to access material because the broadcast pool denied access to the footage.

In recent weeks, the broadcast pool has moved from a refusal to supply to a policy of requiring the Press
Association to share the very high costs of live broadcast gathering. For example, the broadcast pool has
informed us that the charge to access footage from the Chilcot Enquiry on Iraq would be £17,866.20. This
cost is not reflective of the cost of video gathering by a Press Association video journalist and it is not
reasonable for a digital news gatherer to meet the broadcast rate where live coverage is not required. The
Cabinet OYce was unable to meet our request for access for a digital pool camera. For access to footage
from the funeral of the policeman who died in the Cumbrian floods, we were quoted £1,500.

The Press Association was able and willing to send a camera to all of the events mentioned above but the
presence of an additional camera was denied by the organisers. The likely explanation is that the organisers
believed that the broadcast “pool” camera would disseminate footage to all those who requested it. It is hard
to imagine that government departments or grieving families are aware that the broadcast pool will either
deny access to footage or charge a substantial fee in order that newspapers can include video of the event.
The current situation does not seem to be in the best interests of the public or the event organisers.

If the broadcasters are either going to deny access or charge an incommensurate fee, the only solution is
to ensure that a digital pool camera is allowed access so that footage from such events can be distributed
free of charge to newspaper websites, portals and other digital customers. In a converged media world, it is
unreasonable for the broadcast pool or rights holders to deny access to these audiences.

We urge the select committee to recommend that government communications departments recognise the
requirements of online news outlets in an increasingly converged media and establish a right of access for
providers like the Press Association not currently being served by the broadcast pool arrangements.

BBC Online News Video Sharing and Consultation on Partnership Proposals

The Press Association has continuously expressed concern to the BBC over their proposals to make video
news content available free of charge to newspaper websites.

Mr Byford refers to “liaising” with us (specifically Mr Watson) over the free video plans. We met with
both the BBC Trust and BBC Executives during June and July 2009 and made our objections to the plan
clear. At a meeting on 23 July with Mark Thompson and Mark Byford, it was suggested that further
discussions could be had concerning the extent and range of content and the period of time it would be
available. We were astounded when it was then announced on 28 July that the initiative was going ahead
with four national newspaper groups—this imminent launch had not been mentioned at the meeting.

The provision of free content clearly distorts the market and does not fulfil the criteria set out in the BBC
Trust’s consultation document of 11 December 2008 which called for “sustainable partnership proposals”
and went on to say “far from the BBC bearing gifts, looking for opportunities to work ever more closely in
partnership with other broadcasters must represent a genuine shift in attitude”. Giving away BBC content
for free in geo-blocked categories, with BBC branding but no advertising does not provide a “sustainable”
outcome and seems to run counter to the assurances from all at the BBC that it is in favour of plurality and
supporting, not smothering, its competitors with its vastly superior resources.

As you are aware the Press Association has developed a scalable and cost eVective method of video
newsgathering appropriate to the requirements of cross platform publishers. Our video wire service oVers
video gathered at a sustainable cost, allows our customers to commercialise it and also oVers the real
opportunity for the news industry to concentrate on distinctive journalism by allowing a news agency to film
diary and core news events on its behalf. In meetings with the BBC’s news executive we made clear that their
free video proposals would have an impact on our business.

In the select committee evidence session, Mr Byford described the subject areas of video on oVer as
“narrow”. One of the categories of information oVered by the BBC is “politics”. With an upcoming general
election, we would not describe “politics” as a genre that will have limited market impact on the Press
Association. In addition, there seems to be some confusion about whether the video material on oVer is
available “on the day”.

We have recently learnt that the BBC plans to open the free video initiative to regional newspapers. This
has the potential to have a greater impact on the Press Association’s commercial activity if these newspapers
decide to rely on BBC content for video coverage, particularly around an election, rather than subscribe to
the Press Association service.



Processed: 30-03-2010 13:47:02 Page Layout: COENEW [E] PPSysB Job: 433672 Unit: PAG8

Ev 282 Culture, Media and Sport Committee: Evidence

We will continue to express our belief that “content dumping” by the BBC has a negative competitive
impact and that the BBC should, rather, be sharing resources such as its audience and technology research.

We believe the BBC should be required to publish figures for the usage of the material on oVer in order
for us to assess the full impact of the project and request that this is supported by the select committee.

January 2010

Written evidence submitted by BBC News

The Press Association has copied a letter to the BBC which was sent to you on 6th January 2010 regarding
access to footage from the broadcast pool and the BBC’s online video sharing initiative. I thought it would
be helpful if I outlined the BBC’s position in relation to both these issues.

UK Broadcast Pool

The UK broadcast pool consists of the BBC, ITN and Sky. It is an informal working arrangement
whereby the television broadcasters combine their resources to cover events (sometimes very expensive and
international) in a cost eVective way. Each broadcaster either contributes equipment or funds, or takes a
turn at covering an event for other members of the pool. The number of cameras allowed at events is at the
discretion of the event organisers.

The pool has worked well in a mono-media age, but with convergence other news organisations
increasingly want access to video as part of their oVering. The Press Association has in the past expressed
a desire to be included as part of the broadcast pool in order to acquire video footage.

The view of the broadcasters is that for this to happen, PA should contribute infrastructure and broadcast
quality pictures on a similar basis to the other members of the pool. Currently, the PA is primarily geared
for digital media and has neither the technology nor the trained staV to operate on a similar basis as the
others. For instance, they do not have the capability to provide a live signal from a satellite truck or similar.

The PA formally complained to the BBC and other members of the broadcast pool in July 2009. Since
that time we have been attempting to deal with this issue in a fair and reasonable manner which takes into
account the BBC’s obligation to deliver value for money to the licence fee payer, and the fact that Sky and
ITN are commercial organisations.

It has been agreed that in situations where it is not possible for additional cameras to be at events, PA—
along with any other news organisation—should be allowed access to pool material for 24 hour usage. The
BBC would levy a charge per pool operation with the norm being around £500 but dependent on the
individual circumstances and costs involved.

Most of the examples that PA cite in their letter of where they have been denied access to pool footage
appear to predate July 2009. Since then the BBC has considered this matter to be resolved and in recent
months PA have asked for access to material, which they have been oVered in exchange for an
appropriate fee.

Regarding the Chilcott Inquiry, this is not a standard UK broadcast pool operation as it involves the
Cabinet OYce picking up part of the costs and laying down some requirements on the use of the material.
The Cabinet OYce also determined the number of cameras that are granted access.

The total cost to the broadcasters of filming and transmitting the proceedings is approximately £72,000,
shared equally between the three UK broadcasters. The PA was advised they could join the operation on a
shared basis but declined to do so. We have subsequently been prepared to provide PA with access to the
material at a charge but this has so far not been possible.

The PA state in their letter that the pool arrangement “has resulted in digital media being denied access
to footage of clear public interest.” This is not the case as digital news media are able to access pool footage
for a fee. As an example, The Guardian acquired video material in relation to Tony Blair’s testimony.

BBC Online Video Sharing

As you are aware, the BBC has made available a limited volume of its online video content to be embedded
by third party websites. All the content has been first published on BBC Online.

The video sharing initiative was driven by the BBC’s desire to be more open with its content, in response
to the changing nature of how audiences are consuming audio-video on the internet. It is hoped that by
working with the growing trend for allowing content to be shared and embedded across the web, the BBC
will be better able to serve licence fee payers and support wider access to its content. We regard this initiative
as an example of the BBC behaving as a public service partner with other media organisations.

The BBC discussed the initiative on several occasions with representatives from PA. The initiative was
considered against the BBC’s Fair Trading Guidelines and we ensured compliance with all regulatory
requirements. We intend to undertake a follow-up review of the competitive impact of the proposal shortly.
As part of this review, we will be seeking the views of, and input from, key stakeholders, including PA.
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The video clips that the BBC makes available are not intended to constitute a comprehensive video oVer
but rather to complement news material which is commercially available. The UK newspapers that have
embedded BBC content share this view.

The BBC content has the following characteristics that diVerentiate it from material that is commercially
available:

— Content is limited to four genres; it does not include, for example, the most commercially
attractive genres such as entertainment news and sport;

— Third parties will not be able to commercialise BBC content (i.e. no pre-roll video advertisements
will be permitted and there will be clear separation between advertising on a page and embedded
BBC content);

— The BBC news content that can be embedded by third parties will be the same content that is
available on BBC Online. All BBC content will appear in a BBC branded player; we are not making
available either “white-labelled” news content (that third parties could brand as their own or
editorialise), or “bespoke” services or content to meet third party requirements.

We therefore do not accept PA’s claims that the initiative “clearly distorts the market” and constitutes
“content dumping” by the BBC. Such claims have not been supported by any evidence or analysis supplied
to us by PA. Indeed, we note that two of the newspapers who signed-up to use BBC content (The Independent
and the Daily Mail) at a similar time entered into commercial arrangements with the PA and ITN
respectively to acquire online video content.

In line with the BBC’s commitment to partnerships and supporting the local media ecology where
possible, we are looking at the possibility of opening-up access to some of our regional TV news material
that appears on BBC Online. We mentioned this idea to PA in the spirit of dialogue. We have not however
made a decision to pursue it and any proposal will have regard to potential competitive impact as is routinely
the case.

Helen Boaden, Director of BBC News
February 2010

Printed in the United Kingdom by The Stationery OYce Limited
4/2010 433672/1579 19585
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