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Section 1 

1 Executive Summary 
1.1 Section 391 of the Communications Act 2003 (“the Act”) requires Ofcom to review 

the media ownership rules (“MO rules”) at least every three years and, as a result of 
that review, make recommendations to the Secretary of State if in Ofcom’s view 
changes to the MO rules are needed. This report contains the results of the first 
Ofcom review of the MO rules. 

Background 

1.2 The MO 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. The first is vital for democracy since plurality of ownership helps to 
ensure that citizens have access to a variety of sources of news, information and 
opinion. The second can also benefit citizens and consumers by providing a basis for 
delivering higher quality programmes, greater creativity and more risk-taking. 

1.3 A major review of the MO rules was completed by Government in 2003; the outcome 
of that review is reflected in the Act. The review resulted in the removal of many 
specific prohibitions and the simplification of other rules. However, it was recognised 
that the media landscape was changing rapidly and that further liberalisation might 
be needed before long. To facilitate this, and also to consider the impact of the 2003 
changes both in terms of the extent to which they had encouraged consolidation and 
their effect on plurality, Ofcom was given a duty to review the rules at least every 
three years and to make recommendations to the Secretary of State. It would then be 
for the Secretary of State to decide what actual changes, if any, should be made, 
through secondary legislation. 

Process  

1.4 In carrying out this review we have considered in particular what effect the significant 
liberalisation of the MO rules in 2003 has had in terms of media concentration and 
plurality; whether problems have arisen in applying the current rules; and whether 
changes have occurred in the media landscape since 2003 which would justify 
further changes at this stage. 

Findings 

1.5 In most areas – the MO rules relating to television, national cross-media and national 
newspaper ownership, religious bodies and the appointed news provider for   
Channel 3 – the position seems straightforward. Some consolidation has taken place 
since 2003 but not as much as there could have been given the 2003 regulatory 
reform. No substantive problems have arisen in applying the rules; and while the 
media landscape is changing rapidly, such as growing use of alternative news 
sources on the internet, the assumptions about the influence of the traditional media 
and spectrum scarcity, which underpin the present rules, remain valid and justify 
continuation of the existing rules.  

1.6 In the case of local radio services, radio multiplexes and local cross-media ownership 
between radio, newspapers and television, the position is rather different: the MO 
rules here, despite the reforms carried out in 2003, remain complex. It could be 
argued that plurality of traditional media news sources relating to local issues is vital 
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and that the current regime delivers this. It is certainly true that, while concentration 
has increased since 2003, for example as a result of the Capital Radio/GWR and 
Emap/SRH mergers, there is scope for significantly more consolidation within the 
current MO rules. On the other hand, the rules have not always operated in the public 
interest. On one occasion, following the Emap/SRH merger, Emap was obliged to 
divest a service (Smash Hits) from three local digital multiplexes (Ayr, Aberdeen and 
Dundee).  No alternative service providers could be found to take up the capacity.  
Emap therefore withdrew the services and the capacity was then left unused   
(referred to below as the “Emap issue”). In this case, the application of the rules led 
to a reduction in choice on these multiplexes as a result of the removal of a service. 
In addition, Ofcom’s research indicates that the use of radio and newspapers as 
sources of local news appears to have reduced slightly1; and further liberalisation 
may assist local commercial radio to expand, innovate and compete more effectively 
with the BBC. 

1.7 We have considered in some detail the effect of the current MO rules on commercial 
radio. A model was produced looking at 21 potential mergers involving the large 
groups (Emap, GCap, Chrysalis, Classic Gold Digital, Guardian Media Group, 
Scottish Media Group and Ulster Television). This enabled us to identify where 
issues would be likely to arise under the three sets of rules i.e. those which apply to 
analogue local radio, digital local radio and local digital multiplexes. 

1.8 The model cannot predict precisely what will happen but it indicates that a similar 
situation to the Emap issue (i.e. being obliged to drop a service when nobody else 
seems likely to take up the vacant capacity) could well arise again in different parts of 
the UK, especially if either GCap or Emap were to merge with another large radio 
group.   

1.9 In fact, several issues were identified in relation to the 21 potential mergers 
considered as part of this modelling exercise (i.e. how many services the newly 
merged groups might be required to dispose of in order to avoid breaching the rules 
which apply to analogue, digital and multiplex ownership). Eleven of the mergers 
would raise issues under one or more of the rules. An Emap/GCap merger, for 
example, would probably require the disposal of six local analogue services, 19 local 
digital services and one multiplex (either London or Kent). In contrast to the Emap 
issue, it is likely that buyers or alternative providers would be found for some of these 
services.  Even so, the requirement to divest services could discourage mergers from 
taking place. 

1.10 We have considered various options for tackling the Emap issue. One approach 
would be to give Ofcom discretion to disregard this particular ownership rule (Article 
11 of the Media Ownership (Local Radio and Appointed News Provider) Order 2003) 
if it was in the public interest to do so. 

1.11 An alternative approach would be to allow digital radio (DAB) take-up to increase and 
see if this resolves the problem of unused capacity on local multiplexes. The rapid 
increase in digital take-up by listeners could lead to an increase in demand from 
service providers to go on multiplexes and could solve the Emap issue without 
reducing plurality. The issue could be kept under review and wrapped up in a more 
radical overhaul of the MO rules at a later date.  

1.12 As regards the wider issue of the general complexity of the radio MO rules, options 
include combining the rules for local analogue and digital services or abolishing them 

                                                 
1 Ofcom Residential Tracker 2005 
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altogether and relying instead on cross-media ownership rules or competition 
regulation. The benefits of allowing further consolidation need to be weighed against 
the importance of maintaining plurality in commercial radio at a local level.   2 

1.13 Ofcom recognises that the adoption of any of the approaches set out above would 
have both advantages and disadvantages for a range of stakeholders and that these 
approaches therefore need to be subject to a wide reaching consultation. As a result, 
our preferred approach is to consult on the question of whether the local media 
ownership rules remain fit for purpose as part of Ofcom’s Future of Radio Review. As 
part of this review Ofcom is considering major changes to the structure, licensing and 
regulation of radio in the light of technological developments and competitive 
pressures. Any overhaul of the local ownership rules for radio would be dealt with in 
conjunction with these other changes. This will encompass the Emap issue in the 
event that it is not resolved naturally as a result of the increase in DAB take-up. 

1.14 Although no practical problems have arisen in applying the local cross-media 
ownership rules, we recognise that they are complex rules and may require more 
detailed analysis.  As the MO rules relating to the accumulation of radio interests will 
be considered in the context of the Future of Radio Review, Ofcom considers it 
appropriate that the local cross-media ownership rules should also be considered 
during that review, given the close relationship between the two sets of rules. 

Recommendations 

1.15 We recommend that no changes should be made to any of the MO rules at this 
stage.   

1.16 As set out above, in the case of the rules for local radio analogue and digital 
services, radio multiplexes and local cross-media ownership we believe that further 
deregulation should be considered in conjunction with other changes to the structure, 
licensing and regulation of commercial radio which are being assessed and will be 
subject to consultation under Ofcom’s Future of Radio Review, as indicated in 
Ofcom’s Annual Plan 2006/7.   

                                                 
2 Earlier this year Ofcom undertook an analysis of the radio advertising market 
http://www.ofcom.org.uk/research/radio/reports/definition/.  The potential implication of this work 
is that radio mergers which previously would have failed the competition test may be allowed in the 
future. However they may still be blocked by the MO rules. 
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Section 2 

2 Introduction 
2.1 The media ownership rules (“MO rules”) are special rules governing the ownership of 

television, radio and newspapers in the UK.   

2.2 The Communications Act 2003 (“the Act”) (s.391) requires Ofcom to review the MO 
rules at least every three years. The aim of this requirement is to enable the rules to 
be updated in order to reflect technological advances, developments in convergence 
and changes in media consumption patterns without needing to make amendments 
through primary legislation. Ofcom can only recommend changes to the rules – it is 
for the Secretary of State to decide what action, if any, to take.  

2.3 The last review of the MO rules was carried out by Government and completed in 
2003. This resulted in significant deregulation. Aspects of media ownership which 
previously were subject to specific limits are now left to regulation by the competition 
authorities. Other restrictions, on non-EEA ownership of broadcasters for example, 
were removed. However, some important rules remain in place and these are 
described later in this section. 

2.4 Ofcom has now carried out its first review of the current MO rules in accordance with 
the Act. Our approach in reviewing the rules has been to consider in particular: 

• what effect the 2003 review has had in terms of media concentration and 
plurality;  

• whether problems have arisen in applying the current rules; and  

• whether changes have occurred in the media landscape since 2003 to justify 
further changes in the MO rules at this stage. 

2.5 Information was collected from a variety of internal and external sources to inform our 
review.  

2.6 This report contains Ofcom’s findings from its review of the MO rules.  We 
recommend that no changes should be made to the rules at this stage.   

2.7 However, in the case of the rules for local radio analogue and digital services, radio 
multiplexes and local cross-media ownership we believe that further deregulation 
should be considered as part of Ofcom’s assessment of the structure, licensing and 
regulation of commercial radio under Ofcom’s Future of Radio Review.   

Rationale for media ownership rules 

2.8 The MO rules help to ensure that citizens have access to diverse viewpoints, 
enabling them to participate fully in the democratic process. 

2.9 Because of the importance of plurality and of the media in delivering this, Ofcom was 
given a duty under the Act (s.3(2)), not only to review the MO rules at intervals, but 
also to further the interests of citizens by securing “the maintenance of  a sufficient 
plurality of providers of different television and radio services”.  
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2.10 As the diversity of services and choice of content from different 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. 

2.11 However, not all the external pressure is towards more deregulation. For example, 
the Power Inquiry, which was set up to explore how political participation and 
involvement could be increased and deepened in the UK and which reported in 
February 2006, recommended reform of the MO rules which it felt should be given 
special consideration in the light of the development of digital broadcasting and the 
internet. There are also continuing calls for media ownership regulation at the EU 
level. 

Viewpoint versus ownership plurality 

2.12 There is currently no generally accepted way of measuring the degree of viewpoint 
plurality in the media. As a proxy for viewpoint plurality, the MO rules aim to ensure 
plurality of media ownership. This approach assumes a correlation between 
viewpoint and ownership plurality: different owners may be different sources of news 
and may also provide different perspectives on what is going on in the world. 

2.13 Clearly, this proxy is imperfect: 

• Ownership plurality does not ensure a plurality of news sources. For example, 
two local radio stations might have different owners and yet obtain all their news 
from the same source; 

• Ownership plurality does not necessarily ensure editorial or viewpoint diversity. 
Whilst diversity of ownership may have an effect on plurality, it may also be the 
case that different sources of news offer the same perspective. In addition, 
journalists, editors or producers, rather than owners, may have a more direct 
impact on the views expressed via a media outlet. 

2.14 However, in the absence of a better means of assessment, ownership plurality 
remains the best proxy for viewpoint plurality.  

Competition law also protects ownership plurality 

2.15 Even if MO rules did not exist, competition law can indirectly ensure some degree of 
plurality due to the need to ensure no substantial lessening of competition. For 
example:  

• Merger regulation prevents consolidation that would substantially lessen 
competition; 

• Prohibitions on anti-competitive agreements (e.g. collusion) also prevent the 
coming together of actual or potential competitors that would undermine 
competition in a market.  

2.16 As well as applying the MO rules, Ofcom also has sector-specific competition powers 
which foster ownership plurality: 

• Ofcom has competition powers to ensure fair and effective competition in 
broadcasting through ex-ante regulation (i.e. codes); 



7 

• Powers also exist to conduct Enterprise Act market investigations. 

2.17 Competition law is not always appropriate for ensuring ownership plurality. For 
example, some cross-media mergers might not increase concentration above 
competition law thresholds, but they might reduce viewpoint plurality below a level 
considered acceptable by society. 

2.18 The BBC provides a further safeguard for plurality by acting as a source of news 
across all media except newspapers, alongside commercial news sources. Again, 
this may not be considered adequate in all cases. The BBC does not provide local 
radio services in every area where local commercial radio services operate for 
example. 

2.19 Nonetheless, it is undoubtedly true that there would still be some protection for 
plurality even if the MO rules did not exist. 

Benefits of consolidation 

2.20 It is also important to remember that consolidation can offer benefits. For example, it 
can produce: 

• Economies of scale and scope in news gathering and dissemination which can 
reduce news costs as well as improve access to international news; 

• Access to better news management (e.g. from overseas and other media) and 
superior talent (e.g. journalists and presenters); 

• Improved access to overseas capital for investing in the news function; 

• Improved access to news gathering, editing and disseminating technology. 

2.21 Consolidation can also enhance future investment in news gathering and programme 
production in general. As we explain below, this could be particularly important in the 
context of local commercial radio which is under increasing financial pressure as a 
result of competition from national BBC and commercial services and other media. 

2.22 The MO 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. 

Review of 2003 

2.23 After reviewing the MO rules in 2003, the Government concluded that there remained 
a justification for certain rules but that they needed to be substantially relaxed. 
Government took the view that: 

‘Safeguards are needed against joint ownership of significant 
newspaper assets and mass audience universal access public 
service TV services; 

No particular group should be disqualified from a broadcasting 
licence unless there is a compelling reason to expect adverse 
effects; 
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Within individual media markets (TV, radio, newspapers), 
deregulation can promote healthy competition, as long as minimum 
guarantees of plurality remain.’ 

2.24 In the Act the rules were significantly relaxed, including the following: 

• More scope for consolidation within television was allowed; 

• More cross-media consolidation was allowed; 

• Non-EEA ownership of broadcasting services was allowed; 

• National radio service mergers were allowed; 

• Local radio rules were reformed; 

• Local cross-media rules were reformed; 

• Restrictions on newspaper mergers were reformed. 

Current media ownership regime 

2.25 The current MO rules are summarised in Annex 1. In brief, the rules are designed to: 

• Prevent/limit control of television and radio by certain owners whose influence 
might cause concern (e.g. political parties and religious bodies);  

• Prevent/limit consolidation within a media market or between markets to 
decrease the likelihood that any one owner wields too much power, and to 
ensure that there are a sufficient number of media outlet owners to increase the 
likelihood of sufficient viewpoint plurality; 

• Specify arrangements for the provision of national and international news to ITV1 
(or Channel 3), to ensure that the news source for the largest commercial 
television channel is independent of the BBC, not under the control of political or 
religious bodies, and suitably well funded. 

2.26 The pattern of media ownership regulation is summarised in Figure 1 below. 
Interestingly, the MO rules for radio are more complex than those for television and 
newspapers even though people rely more on television and newspapers for their 
news (see paragraph 2.37). 
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Figure 1: Rule complexity vs. importance vs. market concentration 

Low High 
 

MO rules Rule 
complexity 

Importance 
to news 

Market 
concentration

Television  
National radio    

National radio mux    

Local radio    

Local cross-media      

Newspapers 
(national or local)    

ITV1 + national 
newspapers    

 
Source: Ofcom 

 
Communications market developments 

2.27 The communications market is changing rapidly. More and more citizens and 
consumers are taking advantage of the expanding choice of content and the growing 
number of devices available to access this. 

Growing digital take-up and service choice 

2.28 The past two to three years have seen significant growth in the take-up of digital 
media. UK households now have access to more digital platforms capable of 
delivering content than ever before and they are increasingly choosing to pay for 
access to those platforms (Figure 2): 

• By March 2006, some 70% of UK households had access to digital television, 
compared to 50% at the end of 2003.  

• An increasing number of homes are connected to broadband as prices fall and 
the availability of services widens: 41% of households and small businesses had 
a broadband connection in Q1 2006, representing a four-fold increase in two 
years. 

• Penetration of DAB is still relatively low, at 12%, but it is increasing steadily. In 
addition, digital radio services can be accessed through other platforms: our 
research carried out in Q1 2006 showed that around 40% of the UK population 
have used digital TV to access radio, almost one in four have listened online and 
7% have used radio functionality on their mobiles. 



REVIEW OF MEDIA OWNERSHIP RULES - 2006 
 

10  

• The uptake of 3G mobile services is relatively low compared to other platforms, 
although it has accelerated over the past two years. Like broadband, 3G mobile 
opens up a wide range of new services to subscribers alongside new ways of 
accessing existing content. 

Figure 2: Availability and penetration of digital platforms 
% individuals/households 

 

50%

2%

11%

0%

70%

12%

41%

8%

0%

20%

40%

60%

80%

Digital TV DAB radio Broadband 3G mobile

Q4 2003 Q1 2006

 

Source: Ofcom / operators / licensees 

Note: Figures for radio and 3G are for individuals, other data based on households  

 
Increasing choice of content 

2.29 Digital platforms are facilitating growth in the number of content services people can 
access:  

• In television, a multichannel home has access to a broader range of television 
channels which has led to declining shares for the five main channels (BBC1, 
BBC2, ITV1, Channel 4 and Channel 5) in those homes. At the beginning of 
2006, 354 satellite channels were accessible on Sky. Cable operators NTL and 
Telewest offered access to 165 and 141 channels respectively and 37 channels 
were available on Freeview. Moreover, broadcasters are increasingly making 
their programmes available live on the web and some are vodcasting  (i.e. 
making video available for downloading to ipods and other mass storage devices) 
content. 

• In radio, a wide choice of services are available throughout the UK, with 422 local 
and national DAB services and 337 local and national analogue services 
broadcasting in Q1 2006. At present, a typical digital home has access to up to 
60 radio services over DAB. Moreover, thousands of stations from around the 
world are available over the internet.  

• In addition, there is an expanding choice of new video and audio services, both 
from the UK and overseas, offered via broadband and 3G mobile networks.  

Alternative sources of news and information 

2.30 User-generated content (UGC) has been growing in significance as an alternative to 
mainstream media brands in the recent years, spurred by digital technologies that 
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make it increasingly easy for citizens  to create, distribute and consume user-
produced resources such as homepages, weblogs, videologs and podcasts. 

2.31 Blogs are proving particularly popular: 17% of UK internet users were blog readers in 
2005, according to an Oxford Internet Institute study. Our own survey carried out in 
June 2006, showed that 11% of UK internet users had a weblog or a webpage, with 
45% using these as a means of publishing original material and 11% used their 
pages as a platform for commenting on current affairs and politics. This data 
suggests that over 1.5 million UK adults use the internet as a means of publishing 
content and opinion, bypassing traditional media outlets.  

2.32 Traditional media outlets are also increasingly embracing UGC alongside their own 
online content. This ranges from the inclusion of text, photographs and videos 
submitted by the public (in particular of major news events such as the 7 July 
bombings in London) to running aggregated services relying on material posted by 
bloggers (for example BlogBurst, launched in April 2006 to deliver bloggers’ 
commentary for major publishers’ newspaper websites ).   

An increasing range of devices 

2.33 Convergence at the consumer end has been facilitated by a widening range of digital 
devices, often incorporating sophisticated technology and new functionalities, for 
example: 

• The growing take-up of Sky+ and the increasing availability of Freeview PVRs is 
allowing increasing numbers of households to opt out of the linear television 
schedule. 

• Mobile phones that integrate radio, MP3 players and cameras are now 
commonplace. 

• IPods and MP3 players are now capable of storing large volumes of data, making 
not just audio but also video available to users on the move. 

2.34 The widening range of digital platforms, the increasing take-up of these platforms 
alongside the growing penetration of multi-media digital devices and the growing 
significance of user-generated content means that people now have a great deal 
more choice in the types of content they can consume; more convenience in when 
they choose to watch that content; and control over where they watch it.     

Traditional platforms still dominate media consumption and access to news 

2.35 However, notwithstanding the rapid advances in plurality in the digital and new media 
areas, it is plurality in the ownership of traditional media that still matters most 
because most people still obtain their news from these traditional sources. Digital 
take-up, (ie penetration of digital platforms) is still well below that of analogue content 
platforms: analogue television access is near-universal, at 98%, while analogue radio 
is used by up to 82% of UK adults.  

2.36 In addition, despite the growth in broadband uptake, traditional media continue to 
dominate media consumption of the UK population. Television remains the most 
regularly used and valued medium, with 95% of adults saying they watch it regularly, 
while 44% state they would miss it the most compared to other media. This is 
followed by newspapers and radio. The regularity of internet use and its value, 
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although increasing, are still relatively low compared to traditional platforms (Figure 
3).  

Figure 3: Use of different media by UK adults 
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Use internet via
computer
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Read newspapers/
magazines

Watch television

Regularly do

Would miss the most

 

Source: Ofcom research, 2005 

2.37 Most importantly, traditional media also continue to serve as the main source of 
news, according to Ofcom’s consumer research. Television is by far the most 
important source of local, national and world news. Newspapers and radio, while still 
valued as news sources, are becoming less important to consumers for the 
consumption of local news (Figures 4 to 6). 

Figure 4: Main source of UK news 
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Source: Ofcom research, 2005 
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Figure 5: Main source of world news 
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Figure 6: Main source of local news 
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2.38 While the internet potentially offers a large variety of news and information sources,  
some research suggest that the majority of international news content online is 
provided by the existing big players3. Moreover, recent audience research indicates 
that only one in five use the internet to access news at all (i.e. not as a main source) 
and that consumption is highly stratified, with men, the young and middle class more 
likely to access online news than other groups.4  

International comparisons 

2.39 It is useful to benchmark the level of media ownership regulation in the UK against 
other countries. Many other countries have ownership rules. They  vary in scope and 
complexity but, with a few exceptions, there is no apparent move to abolish them: 

• In Australia some deregulation has been agreed recently by the Federal 
government, for example to permit foreign ownership of television stations and 

                                                 
3 C. Paterson (2006) News Agency Dominance in International News on the Internet. Centre for 
International Communication Research. http://ics.leeds.ac.uk/papers/cicr/exhibits/42/cicrpaterson.pdf 
4 Couldry, N, S. Livingstone and T. Markham (2006) Media Consumption and the Future of Public 
Connection: final report. http://www.publicconnection.org/ 
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provide more scope for cross-media ownership. However, it should be noted that, 
unlike in the UK, the Australian MO rules have not been updated for many years 
and many controls will remain in place even after this recent review. Foreign 
investments, for example, will still need prior approval based on an assessment 
of the national interest and there will still be requirements for a minimum number 
of commercial media groups in individual areas (five in mainland state capitals 
and four in regional licence areas). The changes will require new legislation. 

• Some modest proposals for liberalisation were suggested by the FCC in the 
United States in 2003, for example to remove the ban on newspapers owning 
broadcast stations in larger markets and relax the rules on local television 
ownership. However, most were blocked on procedural grounds. The FCC has 
recently announced a new review of the MO rules and has invited views on 
various possible changes including those which were previously blocked.  

2.40 The current MO rules in Australia, the United States and a selection of other 
countries are summarised in Annex 2. 

Figure 7: Comparison of MO rules in other countries 
Country Limits on 

TV 
ownership 

Limits on 
radio 
ownership 

Limits on 
press 
ownership 

Limits on 
cross-
media 
ownership 

Limits on 
foreign 
ownership 

Developments 
since 2003 

France      No change 
United 
States 

  X   FCC 
consultation in 
progress on 
possible 
liberalisation of 
rules 

Australia   X   Federal 
government has 
approved  
proposals for 
liberalisation 

Netherlands X  X  X Proposals to 
liberalise cross-
ownership rules 
and introduce 
press 
concentration 
rules due to be 
put before 
Parliament in 
2007. 

Denmark   X X X No change 
Luxembourg X  X X X No change 
Finland X X X X X No change 

Sweden X X X X X No change 
Source: DCMS 

2.41 The UK’s regulatory regime for media ownership sits half way up this “league table” 
in terms of the extent of regulation. 
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2.42 If the UK’s regime were either far more or less intrusive than other comparative 
media markets, this would prompt us to investigate the reasons why in more detail. 
However the above comparison suggests that such detailed enquiry is not required. 

Structure of report 

2.43 The rest of this report discusses the MO rules which apply in each sector and the 
context in terms of changes in media usage and ownership since 2003. The report is 
structured as follows: 

• Section 3 discusses the MO rules which apply to television including the cross-
media ownership restrictions which apply to ITV1 and national newspapers; 

• Section 4 discusses the MO rules which apply to radio including the local cross-
media ownership restrictions which apply to local radio, local newspapers and 
ITV1; 

• Section 5 discusses the MO rules which apply to newspapers; and 

• Section 6 contains Ofcom’s conclusions and recommendations to the 
Secretary of State. 
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Section 3 

3 Television 
3.1 The MO rules for television were simplified in 2003 paving the way for greater 

consolidation. In particular: 

• The rules which prevented the joint ownership of Channel 3 were repealed. 
These rules limited Channel 3 licence holders to no more than 15% of the total 
television audience, and prevented the same company from holding the two 
London licences;   

• Most MO rules for Channel 5 were removed; 

• Ownership of television licences by non-EEA persons was permitted. 

3.2 Regulation of television mergers is now largely a matter for the competition 
authorities. However, certain special rules still exist: 

• Under the Enterprise Act 2002 an investigation of public interest issues arising 
from mergers at the Secretary of State’s discretion; 

• Under the Communications Act, national news on Channel 3 must be provided by 
an “appointed news provider” (i.e. a provider appointed by all the regional 
Channel 3 licensees);  

• Specific rules also still restrict cross-ownership between Channel 3 and national 
newspapers, and prohibit or restrict the ownership of television licences by 
religious (and certain other) bodies.   

 

Trends in television viewing 

3.3 Television viewing is proving resilient to growing time-demands from the ever-
increasing variety of other media and entertainment opportunities: on average, 

Pre - 2003

• Prohibition on Carlton Granada merger  – 2 
Channel 3 licences in same region could  
not be held by same owner 

• 15% upper limit on share TV audience  
share a single owner can control 

• Prohibition on Channel 3 and Channel 5  
licence being held by same owner  

• Prohibition on certain bodies (eg political  
bodies, local authorities, BBC, advertising  
agencies) holding broadcasting licence 

• Qualified restriction on certain bodies (eg  
religious bodies) holding certain licences 

• Restrictions on national newspapers  
holding Channel 3 and Channel 5 licences 

• Prohibition on joint ownership of national  
Channel 3 or Channel 5 and national radio 
licences 

• Appointed news provider rule for Channel 3

Post-2003 

  • No restrictions on accumulation of TV 
licences  

• Public interest test (presumption) under 
merger regime in areas where rules relaxed 
– no public interest tests conducted so far 

• Prohibition on certain bodies (eg political 
bodies, local authorities, BBC, ad agencies) 
holding broadcasting licence 

• Qualified restriction on certain bodies (eg 
religious bodies) holding certain licences 

• Restrictions on national newspapers holding 
Channel 3 licences 

• Appointed news provider rule for Channel 3  
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people watched 25.3 hours of television a week in 2005, only slightly less than the 
2002 average of 25.6. Viewing of multichannel services grew by over 2 hours, to 7.3 
since 2002, while combined average viewing of main channels went down by 1.7 
hours, to 16.7 hours a week (Figure 8).  

Figure 8: Average weekly viewing, all homes (all day) 

6.49 6.41 6.23 5.56

2.48 2.52

6.01 5.54

2.31 2.30 2.30 2.31
2.28

1.27 1.34 1.41
1.42

1.38

4.58 5.30 6.09 6.47 7.33

6.31

2.342.49 2.23

6.47 6.10
5.29

0

5

10

15

20

25

30

2001 2002 2003 2004 2005

Others

Channel 5

Channel 4/S4C

ITV 1

BBC2

BBC1

 
Source: BARB; base: all individuals aged 4+ 

 
3.4 Digital television take-up has been growing rapidly over the past two years, which 

means that more viewers have access to many more channels and different owners 
of services, providing more plurality. Around 70% of households had access to digital 
television at the end of Q1 2006 compared with 50% at the end of 2003. Much of the 
growth has been due to the success of Freeview which includes Sky News and BBC 
News 24 as well as other information channels and radio stations (Figure 9). 

Figure 9: Multichannel penetration in the UK 
% individuals/households 
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Source: Operator figures, sales data and Ofcom estimates 

 
3.5 The choice of services available to viewers is increasing steadily, with several 

hundred new television licences issued since 2003 (Figure 10). Ofcom estimates that 
377 of the new licences issued during 2003 – 2005 were for UK channels. However, 
few of the new services are focused on news (Figure 11).  
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Figure 10: Television broadcast licences issued 
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Source: Ofcom 
Note: A licence issued does not equate to a service launched on any DTV platform: there can be a 
significant lag between getting licence and launching a service. In some cases, issued licences never result 
in a service launch. 

Figure 11: Share of new licences by genre 2005 
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Source: Ofcom 
 

3.6 One consequence of this increasing choice has been the increase in the audience 
share commanded by multichannel television at the expense of the five mainstream 
channels. ITV1’s audience share fell from 23.7% in 2003 to 21.5% in 2005 (Figure 
12).  
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Figure 12: Channel audience shares (all homes, all day) 
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3.7 It is worth noting that ITV plc now has a number of channels that can be viewed in a 

multichannel household. ITV plc as a whole has not therefore lost share as quickly as 
ITV1. However, for the purposes of this review of the MO rules, it is ITV1’s audience 
share which is of most interest because it is this which underpins the restrictions on 
joint ownership with national newspapers and the appointed news provider provisions 
(Figure 13). 

Figure 13: Audience share for ITV portfolio, all homes 
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3.8 The average monthly hours of news consumed per viewer fell modestly over the last 

five years5 (Figure 14).Those falls were attributable to a small decline in hours of 
viewing to ITV1’s new bulletins. However, while the share of ITV1 in total viewing of 
news on mainstream terrestrial channels has been decreasing, it still commands 30% 
of average monthly viewing, second only to BBC1.  

                                                 
5 It is important to note, however, that audiences of news programmes and channels are notoriously 
volatile. They often attract significant audience’s spikes at times when there are major events in the 
news. As an example, audiences for all news services increased significantly during parts of 2003 
following the outbreak of the war in Iraq. 
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Figure 14: Monthly viewing of news programming 
Total monthly hours viewed per individual  
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3.9 Average audiences to individual news bulletins on BBC1 and ITV1 news fell between 
2003 and 2006. On the early evening bulletin, the decline was proportionately greater 
for BBC One, resulting in a narrowing of the audience margin between the Six 
O’clock News and the ITV Early Evening Bulletin. In contrast, ITV1’s late bulletin 
shed significant numbers of viewers while BBC1’s bulletin held on to its audience 
(see Figure 15). 

Figure 15: Average audiences to key news bulletins 
Average 12 month rolling audience (millions) 

 
Source: BARB 

 
3.10 There were modest increases in audience to the two main continuous news 

channels, BBC News 24 and Sky News. Moreover, usage of online news services 
continues to grow. BBC News recorded 9m unique users to its website over the third 
quarter of 2005, while the equivalent figure for Guardian Unlimited was 3m.  

3.11 Meanwhile, the hours of current affairs viewing per viewer on the five main networks 
grew over the last five years (Figure 16). The BBC took the lion’s share of the growth, 
boosted by an increase in the number of hours of current affairs programming. Hours 
of viewing to ITV1’s current affairs output (principally Tonight with Trevor McDonald) 
fell by 8% in the three years to 2006. Despite this fall, as with the news genre, it 
remains a significant player in current affairs, with 17% share of the monthly hours 
viewed on the main terrestrial channels.  
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Figure 16: Annual viewing of Current Affairs programming 
Total hours viewed per individual 
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3.12 Overall, there are signs that viewers are beginning to seek out news and information 

from sources other than the five main television networks e.g. from other television 
channels and the internet. This does not however yet equate to a substantial 
increase in the plurality of news provision; the public still consume large volumes of 
television news from the main networks (Figure 14).  

3.13 ITV1’s role within the market for television news and current affairs has changed 
somewhat in the last three years, but overall there is no conclusive evidence that 
ITV1’s role in the provision of commercially funded news and current affairs has 
materially diminished. Its late evening bulletins have suffered from audience decline 
and there are fewer viewers to its current affairs programming; but in the early 
evening, it would appear that ITV1 has managed to strengthen its role to the extent 
that it has not suffered proportionately as great a reduction in audiences to its news 
bulletin as BBC1 has.  

Changes in television ownership 

3.14 The most significant effect so far of the deregulation of MO rules for television in 
2003 has been the consolidation of Channel 3 ownership: 

• ITV plc was formed through the Carlton and Granada merger in February 2004   
– see maps below; 

• ITV plc also acquired majority ownership of GMTV from Scottish Media Group in 
May 2004.   
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Figure 17: Consolidation in ITV 

  

Source: Ofcom 

3.15 Other significant changes in ownership since 2003 have included RTL’s acquisition of 
UBM’s stake in Channel 5 in July 2005 and the merger of ntl and Telewest in October 
2005. The latter was not subject to a plurality test and in any case, although it 
reduced the number of platform owners in television, ntl and Telewest owned cable 
systems in different parts of the UK and so plurality for individual viewers was 
unaffected. 

3.16 It is interesting that the MO rules do not place any specific limits on the ownership of 
television platforms. Limits on the number of television multiplexes which could be 
owned by one person were repealed in 2003.  This contrasts with radio where limits 
on the ownership of multiplexes were either retained (in the case of national 
multiplexes) or tightened (local multiplexes) - see Section 4.  

3.17 The overall picture in television ownership has remained largely static over recent 
years as shown in Figure 18. All the main television owners have been present in the 
UK for the last 5 years.  
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Figure 18: Broadcaster shares in multi-channel homes 
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Note: “Multi-channel homes” covers 74% of UK homes and are a good indication of broadcasters’ viewing shares 
in the future as we move towards digital switch over (assuming no changes in ownership).  The current “all 
homes” shares of the BBC, ITV, Channel 4 and Five are higher than indicated above but have fallen since 2001. 

 
Public interest investigation for television 

3.18 Although the 15% audience share limit was removed in 2003, mergers in television 
remain subject to competition regulation by the competition authorities and, under the 
Enterprise Act 2002, the Secretary of State may issue an intervention notice allowing 
public interest considerations to be taken into account. These considerations include: 

• plurality of the media;  

• the need for a wide range of high quality broadcasting appealing to a wide range 
of tastes and interests; and  

• the need to have a genuine commitment to the objectives of section 319 of the 
Communications Act which cover matters such as impartiality and the protection 
of viewers from offensive and harmful material.   

3.19 No such intervention notice has been issued to date and so there is no evidence for 
whether use of the mechanism raises any problems. However, the rationale for such 
a provision is that television has a special influence which may require public interest 
considerations, including plurality, to be taken into account in deciding whether or not 
to allow mergers to go ahead. The information above suggests that television’s 
influence has not changed significantly since 2003. On that basis Ofcom believes 
that the option, at the Secretary of State’s discretion, of a public interest investigation 
remains valid. 

Appointed news provider 

3.20 Under the Act, ITV1 is obliged to source its national and international news from a 
single news provider, independent of the BBC.  Traditionally ITV1 has used ITN, in 
which ITV plc has a 40% share. The appointed news provider is no longer nominated 
by the regulator but Ofcom has power to ensure that the provider is suitably well 
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funded. The justification for this obligation is that ITV1, as the largest commercial 
television channel, has an especially important role to play in ensuring plurality in the 
provision of news. There is also provision in the MO rules for the Secretary of State 
to introduce similar rules for Channel 5 if its influence increases to a level that would 
justify this. 

3.21 From the information above it is clear that ITV1’s share of the television audience has 
reduced. However, its audience share remains high at 21.5%, well above Channel 4 
(9.7%) and Channel 5 (6.4%). The 2.2% reduction in ITV1’s share since 2003 does 
not seem to us a justification for removing the appointed news provider provisions. 
Nor does there seem any justification to introduce similar provisions for Channel 5 
given that its audience share has remained largely static since 2003. 

Cross-ownership between ITV1 and national newspapers 

3.22 The MO rules provide that: 

• No person may acquire a Channel 3 licence if he or she runs one or more 
national newspapers with an aggregate market share of 20% or more; and 

• The holder of a Channel 3 licence may not acquire an interest of 20% or more in 
a body corporate running one or more national newspapers with an aggregate 
market share of 20% or more. 

3.23 The justification for these rules is that ITV1 and national newspapers have a special 
influence. As indicated above, while ITV1’s audience share has fallen, it remains 
high. Similarly, whilst circulation figures for most national newspapers have reduced, 
they remain a significant influence in public life (see Section 5). We do not believe 
that there has been enough change since 2003 in either case to warrant removing 
the cross-ownership restrictions. 

Religious ownership 

3.24 Religious bodies are still prohibited from holding the following television licences:  

• Channel 3 

• Channel 5 

• public teletext 

• additional television services and  

• television multiplex services.   

3.25 This is on the basis that spectrum in these areas is severely limited and most of the 
services in question have significant influence.  In these circumstances it would not 
be appropriate for these services to be controlled by religious bodies given the public 
interest concerns which might arise. This rationale remains valid in our view. 

3.26 Other television licences can be held by religious bodies at Ofcom’s discretion and 
guidance has been issued on this, the main effect of which is to exclude bodies 
which practise or advocate illegal behaviour. It seems important to us that Ofcom 
retains this discretion. At present 10 licences to provide satellite/cable television 
services have been awarded to religious bodies, two since 2003. 
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Summary 

3.27 Television remains an influential medium and while plurality in the market is 
increasing through the expansion of digital television and new platforms, and the 
convergence of platforms, the rationale for a public interest investigation remains 
valid in our view. It is too early to judge whether the provision for a public interest 
investigation is problematic since none have so far been carried out.  

3.28 ITV1’s share of audience, although it has fallen, also remains high and justifies 
retention of the appointed news provider provisions and (taking into account as well 
the significance of national newspapers as a source of news and opinion) the 
restrictions on cross-ownership.   

3.29 There has been no change in terms of the scarcity of spectrum in areas where 
religious bodies are prohibited from holding television licences and we see no reason 
therefore to change these restrictions or the discretion given to Ofcom to allow such 
ownership for other television licences.
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Section 4 

4 Radio 
4.1 The MO rules for radio, like those for television, were relaxed in 2003. The removal of 

the limit based on population coverage, in particular, provided scope for much more 
consolidation at a national level, subject to competition regulation. However, a 
number of regulatory rules remain, including: 

• Two sets of rules involving points systems limiting the acquisition of local 
analogue and digital licences within individual areas;   

• A set of rules also involving a points system restricting local cross-media 
ownership between local radio, Channel 3 and local newspapers; 

• Restrictions on the ownership of national and local multiplexes; 

• The carrying out of a public interest investigation at the Secretary of State’s 
discretion; and 

• Restrictions on ownership by religious (and certain other) bodies. 

 

Trends in radio listening 

4.2 It is important to review the trends in radio listening because these may impact on, 
not only the rationale for the MO rules, but also the future viability of commercial 
stations, particularly local radio. Allowing further local consolidation might be one way 
to address concerns about the financial pressures on local commercial radio. 

4.3 Total radio listening has remained broadly constant over the last five years, at around 
4.3m hours, while radio reach remained at around 91% of the population. Average 
listening per individual has gone down slightly; in Q1 2006 UK adults listened to 21.3 

Pre-2003 

• Points scheme preventing a single radio 
owner from covering more than 15% of the 
population 

• Prohibition on single owner controlling more 
than 1 national analogue or digital licence or 
more than 1 national mux 

• Restrictions on holding multiple overlapping 
analogue and digital services and on cross-
ownership between local newspapers, local 
radio and Channel 3 

• Prohibition on certain bodies (eg political 
bodies, local authorities, BBC, at agencies) 
holding broadcasting licence 

• Qualified restriction on certain bodies (eg 
religious bodies) holding certain licences 

• Restrictions on participation in a number of 
companies holding local radio multiplex 
licences  

• Restrictions on number of non-simulcast radio 
services on a local multiplex 

Post - 2003 

• At national level no restrictions on 
accumulation of radio service licences but 
prohibition remains on holding more than 
1 national mux 

• Public interest test (presumption) under 
merger regime in areas where rules 
relaxed – no PI tests conducted so far. 

• At local level rules on holding multiple 
radio licences and on cross-ownership 
reformed. 

• New restrictions on ownership of 
overlapping multiplexes. 

• Prohibition and qualified restrictions on 
certain bodies (eg political and religious 
bodies) holding certain licences  
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hours per week on average, compared with 22.3 hours in Q1 2003, according to 
Rajar. 

4.4 However, the relative stability of listening hours and reach disguises significant 
fluctuations. Commercial radio’s audience share has fallen by nearly three 
percentage points since 2003, while the BBC’s share has increased (Figure 19). 

Figure 19: Share of listening hours by sector 
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4.5 Local commercial stations in particular have lost listeners. Whilst listening to national 

commercial services has increased over the past five years, local commercial radio 
has suffered falls in listening hours for all age groups except the 55+ year olds. This 
decrease is especially marked among the younger age groups, as national radio 
services and other media gain in popularity (Figure 20)   

Figure 20: Change in radio listening between March 2001 and March 2006 
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Source: RAJAR 

 
4.6 In addition, radio’s importance as a source of local news is also gradually decreasing: 

10% of UK adults said radio was their main source of local news in 2005, compared 
to 14% five years ago, according to Ofcom’s research (see Figure 6). 
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4.7 The award of new local analogue licences and more significantly the growth of DAB 
mean that more listeners now have access to more radio services provided by 
different owners. DAB penetration is growing with 3 million receivers in homes at the 
end of March 2006. By the middle of 2006 over 15% of homes owned a DAB set, up 
from 5% in 2004.   

4.8 Digital listening is also increasing steadily: by the end of 2005 11% of all listening 
was on digital platforms compared with 4% in 2003 (Figure 21) and more recent data 
suggests that by the middle of 2006 it had risen again to 13%. Although most radio 
listening is still currently on analogue, digital listening is set to increase over the 
coming years as DAB set prices fall and as the supply of DAB sets widens.  

Figure 21: Share of listening by platform 
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Source: Ofcom / RAJAR 

Note: Digital includes listening via all digital platforms 

 
4.9 DAB take-up should increase further once Ofcom begins licensing new multiplexes at 

the end of 2006 providing a second national multiplex as well as another 29 local 
multiplexes designed to fill in the gaps in existing coverage. Newly agreed transmitter 
power increases should also improve reception across the UK. Ofcom also proposes 
to offer further local multiplex licences in areas already served once the programme 
of local fill-in has been completed.  

4.10 Community radio is also adding to plurality. More than one hundred licences have 
been issued in the first phase with more to follow. In the longer term there is a 
possibility of new DRM (Digital Radio Mondiale) services being introduced using the 
Medium Wave bands which could bring further choice and variety. 

Changes in radio ownership 

4.11 Several high profile radio mergers have occurred since 2003. These mergers have 
increased concentration in both service and multiplex ownership at the local level and 
in digital at the national level. The table below (Figure 22) summarises the licences 
acquired in the main mergers. 
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Figure 22: Main radio mergers since 2003 
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4.12 The three main radio groups now account for 71.4% of all commercial radio listening, 
a rise of 7.8% on 2004.  GCap has a 34% share, Emap 25% and Chrysalis 12%. 

(a) Multiplex ownership 

4.13 The national digital multiplex Digital One remains in the hands of one operator. It was 
controlled by GWR in 2003. Following the GWR/Capital merger it is now controlled 
by GCap. 

4.14 Local multiplex ownership is concentrated in the hands of GCap and Emap which 
respectively hold 39% and 28% of all multiplex licences (Figure 23). These 
companies also control the 3 CE Digital licences through a joint venture and GCap 
has large shareholdings in MXR and DRG.   

Figure 23: Ownership of local multiplexes 

  

Source: Ofcom 

 
(b) Ownership of national radio services 

4.15 The GWR/Capital and Emap/SRH mergers left national analogue radio largely 
unchanged – there are still 3 separately owned services. The Classic FM licence, 
previously held by GWR, is now held by GCap.  

4.16 For national digital radio, however,    the number of national digital radio services has 
reduced from 8 in 2003 to 7 currently and national digital radio ownership has 
consolidated into four owners instead of six (Figure 24). 
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Figure 24: Ownership of national digital radio services 

 

Source: Ofcom 

 
(c) Ownership of local radio services 

4.17 The GWR/Capital and Emap/SRH mergers have increased local consolidation. The 
top two radio groups now control 33% of local analogue and 58% of local digital 
services (Figures 25 and 26).     

Figure 25: Ownership of local analogue radio services 

 

Source: Ofcom 
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Figure 26: Ownership of local digital radio services 2006 
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4.18 The pattern of services and owners varies significantly between different multiplexes.  
The examples below illustrate the changes which have taken place since 2003 as a 
result of the main mergers between groups.  

Figure 27: Examples of stations on DAB local and regional multiplexes 
Note: Excludes national commercial stations and BBC stations  
 
               

COVENTRY  CENTRAL LANCS.   
Station 2003 2006  Station 2003 2006   
Access   Other  3C SRH Emap   
Arrow Chrysalis Chrysalis  Arrow Chrysalis Chrysalis   
Capital Disney Capital GCap  Capital Disney Capital GCap   
Chill   GCap  Century Capital GCap   
Classic Gold UBC UBC  Choice Capital GCap   
DNN Chrysalis Chrysalis  Classic Gold UBC UBC   
Galaxy Chrysalis Chrysalis  DNN Chrysalis Chrysalis   
Heart Chrysalis Chrysalis  Galaxy Chrysalis Chrysalis   
Kerrang   Emap  Heart Chrysalis Chrysalis   
Kiss Emap Emap  Kerrang Emap Emap   
Mercia GWR GCap  Kiss Emap Emap   
Real   GMG  Magic Emap Emap   
Smooth GMG GMG  Real GMG GMG   
Sunrise Sunrise Sunrise  Smash Hits Emap Emap   
Touch / Kix CN Radio CN Radio  Smooth GMG GMG   
Xfm   GCap  Xfm Capital GCap   
Yarr Sunrise Sunrise  Rock Emap Emap   
Saga Saga Saga  Jazz GMG     
Storm GWR            
SBN Other            
Jazz GMG            
No. stations 16 18  No. stations 18 17   
               
Ownership      Ownership       
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Chrysalis 4 4  Chrysalis 4 4   
GWR 2    GMG 3 2   
Capital 1    Capital 4     
GCap   4  GCap   4   
Sunrise 2 2  Emap 5 6   
CN Radio 1 1  SRH 1     
Saga 1 1  UBC 1 1   
Emap 1 2          
UBC 1 1          
GMG 2 2          
Other 1 1          
  16 18    18 17   
No. of owners:  8 7  No. of owners:  6 5   
               
               
               

  
Local radio ownership rules 

4.19 Two sets of MO rules apply to local analogue radio licences and local digital radio 
licences. These are explained in Annex 3. They are designed to ensure that 
wherever there is a well-developed choice of radio services, there will be at least two 
separate owners of local commercial radio services, both analogue and digital, in 
addition to the BBC. In the course of carrying out this review we have identified two 
main issues with the current local radio rules: 

• Complexity of the rules. The rules may not strike the right balance between 
ensuring plurality and allowing further consolidation so that commercial radio can 
expand and invest in DAB, given the reduction in radio's audience share as a 
source of local news (see Figure 6); 

• Practical problems in applying the rules for local digital services. On one 
occasion the application of the rules led to a reduction in consumer choice 
without any increase in plurality. Emap was required to divest a service (Smash 
Hits) from three local digital multiplexes in Scotland (Ayr, Aberdeen and Dundee) 
following its merger with SRH    in order to comply with the points test contained 
in the MO rules. No alternative service providers could be found to take up the 
capacity.  Emap therefore withdrew the services and the capacity was then left 
unused. This meant that consumers in Ayr, Aberdeen and Dundee were no 
longer able to listen to the Smash Hits service via their local digital multiplexes.  
For convenience, this is referred to below as the “Emap issue”. 

4.20 We have modelled the likely effect of the local digital radio MO rules on potential 
future mergers of radio groups.  We cannot predict exactly what will happen because 
of unknown variables such as the price charged for access to multiplexes.  However, 
the modelling suggests that a similar situation to the Emap issue could arise again if 
either Emap or GCap merge with almost any other large radio broadcaster. In the 
case of a GCap/Emap merger, nine separate local multiplexes might raise an Emap 
issue i.e. a requirement to divest services where it seems unlikely, because there is 
already spare capacity on the multiplexes, that alternative service providers will be 
found. As a separate example, if Emap and Chrysalis were to merge, this would be 
likely to result in the withdrawal of services on the Ayr and Edinburgh multiplexes. 
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4.21 More generally the model shows that the application of the MO rules for local radio 
could raise issues in 11 out of 21 potential future radio mergers that we have 
modelled. For example, an Emap/GCap merger could require the divestment of six 
local analogue services and19 local digital services together with one local multiplex 
(London or Kent).  In contrast to the Emap issue, it is likely that buyers or alternative 
providers would be found for some of these services.  Even so, the requirement to 
divest services could discourage mergers from taking place. 

4.22 Further details of the modelling work are given in Annex 4. It should be noted that the 
modelling does not take account of any new multiplex licences which may be 
awarded by Ofcom in the future.     

4.23 There are various options for dealing with the Emap issue. These options include:  

• increasing the ownership thresholds in the MO rules i.e. the number of services 
or percentage of points which a single owner can accrue; 

• giving Ofcom discretion to disregard the local digital radio rules if this would be in 
the public interest, for example to prevent a reduction in the choice of services 
available to listeners; 

• allowing time for DAB take-up to increase to see if this solves the problem of 
unused capacity. Increasing take-up should lead to more demand from service 
providers to use local multiplexes. 

4.24 Options also exist for a more radical overhaul of the radio rules including: 

• combining the rules for local analogue and digital services so that the points limit 
applies to the total universe of services available via analogue and DAB in an 
area; 

• abolishing the rules for local analogue and digital services altogether and relying 
instead on the cross-media rules. Consolidation within radio could then be left to 
competition regulation. 

4.25 Ofcom recognises that there will be advantages and disadvantages to each of the 
options set out above.  Having considered the matter carefully we believe that it 
would be more appropriate to conduct a fuller review of the local radio rules in the 
context of the forthcoming Future of Radio Review which Ofcom will be conducting 
under the Annual Plan for 2006/7. This review will address the Emap issue if this is 
not resolved naturally as a result of the increase in DAB take-up. If it is decided that 
changes should be made to the MO rules, a recommendation to this effect will be 
made to the Secretary of State.  The changes could be introduced at the same time 
as other changes to the regulatory regime for radio or alternatively, if this would 
mean a long delay (e.g. because of the possible need for primary legislation), in 
advance of such changes.     

Local cross-media ownership rules  

4.26 The 2003 review introduced more flexibility in the local cross-media rules but the 
rules remain complex. A points system prevents local newspapers with an aggregate 
market share of 50% or more and Channel 3 regional licensees from holding local 
analogue radio licences in the same area if they would have more than 45% of the 
total points available in that area. The rules ensure that there are at least three local 
media voices in every area which has a range of services. 
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4.27 Since 2003, there have only been a limited number of cross-media transactions. 
Ulster Television, for example, acquired a local radio station in its area which would 
not have been possible before 2003.   

4.28 There have been no problems that we are aware of in applying the rules. The 
rationale for preventing one person from dominating the traditional media in a locality 
remains valid. There seems no reason therefore to recommend changes at this 
stage. However, as with the local radio rules, further simplification or possibly 
removal of the rules could be considered in conjunction with the Future of Radio 
project.  

Radio multiplex ownership 

4.29 Restrictions apply to the ownership of both national and local multiplexes. No single 
person may hold more than one national multiplex licence nor hold two licences for 
overlapping local multiplexes.  

4.30 The rationale for these rules is that these licences are relatively scarce and the 
licence holders control which digital programme services are transmitted on DAB. 
They therefore have considerable influence over the choice which listeners receive. 
Although new multiplex licences are about to be advertised, they will still remain 
relatively scarce. The rationale for the rules is therefore equally applicable at the 
present time.  We see no reason for change, therefore, at this stage. However, the 
situation in radio contrasts with that in television where no limits are placed on the 
ownership of multiplexes as a result of the deregulation in 2003. It is possible that 
removing the radio rules will encourage investment in the provision of DAB. In light of 
this, and bearing in mind the wider review of radio regulation that will be undertaken 
in the Future of Radio project, it seems sensible to consider further, as part of that 
project, whether these rules are still necessary and appropriate. 

Public interest investigation for radio 

4.31 The considerations which may be taken into account in the public interest 
investigation are the same for radio as for television (see paragraph 3.18). Although 
radio does not have the same influence as television, nonetheless it remains 
significant and we believe that the opportunity to carry out an investigation of public 
interest issues should be retained. 

Religious ownership 

4.32 Religious bodies are still prohibited from holding licences to provide: 

• National analogue radio services; 

• Radio multiplex services.   

4.33 The rationale for this rule is the same as that for television (see paragraph 3.25) i.e. 
spectrum scarcity, the potential influence of such services and the concerns which 
might arise if these licences were to be held by religious bodies. There are only three 
national analogue services and no plans for any more. Although a second national 
multiplex licence and more local multiplex licences will be advertised shortly, there 
will still only be two national multiplexes and only one local multiplex in many areas 
for several years. The rationale for the rule is therefore equally applicable at the 
present time.  We believe therefore that these restrictions should remain in place for 
the time being. 
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4.34 As with television, we believe it is important that Ofcom retains discretion over 
whether to allow religious bodies to hold other radio licences. So far, one local radio 
licence (Premier Radio) and nine community radio licences have been issued to 
religious bodies. 

Summary 

4.35 Radio remains an influential medium.  However, the MO rules which apply to local 
radio and radio multiplexes are more complex than those which apply to television. 
The local digital radio rules have also not always worked in the public interest, as can 
be seen from the Emap issue where a service was withdrawn from three multiplexes. 
While further deregulation may not be justifiable immediately, it could become so 
before very long and we believe that this should be considered as part of Ofcom’s 
forthcoming Future of Radio Review. This consultation should also cover the rules 
which apply to local cross-media ownership. 

4.36 The rationale for public interest investigations and the restrictions on religious 
ownership remains valid in our view.   
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Section 5 

5 Newspapers   
5.1 The MO regime for newspapers was streamlined following the 2003 review. 

Regulatory action by the competition authorities is now focused on those larger 
mergers which appear to raise competition concerns with provision for the Secretary 
of State for Trade and Industry to require a separate investigation of public interest 
issues. 

 
Trends in the newspaper market  

5.2 The number of national titles has remained largely unchanged over the past two 
years. In 2005 there were 15 national dailies and 14 Sundays from 11 publishers.6  

5.3 Total circulation of national newspapers has fallen slightly since 2003 (Figure 28). 
The circulation of national dailies went down by 3%, from 12.6 million in 2003 to 12.2 
million in 2005. The circulation of national Sundays stood at 12.9 million per issue in 
2005 – a decline of 5% over two years. 

                                                 
6 This ABC classification includes the Evening Standard and the Scottish papers the Daily Record, 
The Scotsman, Scotland on Sunday, The Herald, The Sunday Herald and the Sunday Mail. 

Pre - 2003 

• Public interest test conducted for all 
newspaper mergers under merger regime 

  

  

Post-2003 
 

• Public interest test (presumption) 
under merger regime for larger 
newspapers 

• No public interest test for mergers 
of smaller newspapers – since 
these would fall under the normal 
merger de minimis threshold*  

• No public interest test conducted 
so far 

 
 
 
* A merger in which the target 
undertaking has turnover of less than 
£70 million and where the combined 
entity has a share of supply of less than 
one-quarter in a relevant market is not 
a relevant merger situation for the 
purposes of the Enterprise Act 2002. 
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Figure 28: UK national newspaper circulation 
Circulations per issue (millions)  

12.9 12.8
12.6

12.2 12.2

13.4
13.7 13.5

13.4
12.9

10

11

12

13

14

15

2001 2002 2003 2004 2005

National
Daily

National
Sunday

 

Source: The Advertising Statistics Yearbook/WARC 

5.4 The number of regional titles went up slightly, from 1,295 titles in 2003 to 1,324 titles 
in 2005, mainly due to an increase in the number of free weeklies, according to 
Newspaper Society statistics. 

5.5 Circulation of local newspapers has fallen slightly, with the total number of copies 
distributed or sold decreasing by around 4% over the past two years. Within this, paid 
for newspaper circulation has seen a 9% decline, while distribution of free 
newspapers went up slightly (Figure 29).  

Figure 29: Circulation of regional newspapers 
Copies sold/distributed per annum (millions) 
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Source: The Advertising Statistics Yearbook 2006 

Changes in newspaper ownership 

5.6 The number, identity and shares of national newspaper owners have changed very 
little over the past three years. News International (which owns The Times, Sunday 
Times, News of the World and Sun) continues to command the highest share of 
circulation followed by Trinity Mirror (Daily Mirror, Sunday Mirror, The People, Daily 
Record and Sunday Mail) (Figure 30). 

5.7 The Barclay brothers (Business, Scotsman) acquired the Telegraph group 
(Telegraph and Sunday Telegraph) from Hollinger International in 2004. However the 
number of major national newspaper owners across the industry was left unchanged.  
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Figure 30: Share of national newspaper weekly circulation by group 
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5.8 In contrast, substantial merger and acquisition activity took place in the regional and 

local press, with ongoing consolidation among top publishers (Figure 31). 

Figure 31: Major regional newspaper mergers and acquisitions 

Date Company/News 
paper 

Bought by Sold by Estimated 
circulation 

December 2005 Scotsman 
Publications 

Johnston Press Scotsman 
Publications 

465,172 

November 2005 Local Press Johnston Press Local Press 166,390 

September 2005 LSN Media Iliffe News & 
Media 

LSN Media 348,918 

August 2005 Score Press Johnston Press Emap 
Newspapers 

215,557 

May 2004 Y Cymro Tindle 
Newspapers 

North Wales 
Newspapers 

- 

February 2004 Sunday 
Independent 
Plymouth 

Tindle 
Newspapers  

Newsquest 
Media Group 

-  

January 2004 Century 
Newspapers 
Derry Journal 

3i Trinity Mirror - 

January 2004 15 titles in North 
West London 
and Kent  

Archant Independent 
News & Media  

304,000 

Source: The Newspaper Society 
 

5.9 As a result, by December 2005, the top five publishers by circulation covered 84% of 
regional newspaper circulation, compared to 79% two years ago (Figure 32).  

5.10 The top five publishers’ share of titles has also marginally increased, from 69% in 
December 2003 to 72% in December 2005. The number of titles has remained 
constant at around 1,300. 
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Figure 32: Share of regional newspaper circulation by group 
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Note: DMGT group includes Northcliffe Newspapers & Associated Newspapers 

 
Public interest investigation for newspapers 

5.11 The public interest considerations which may be taken into account in newspaper 
mergers under the Enterprise Act 2002 include: 

• The accurate presentation of news;  

• Free expression of opinion; 

• Plurality of views. 

5.12 The investigation would only be conducted in response to a formal request (an 
“Intervention Notice”) from the Secretary of State for Trade and Industry. There has 
been no such request since 2003; so, as with broadcasting, there is no basis for 
judging whether it raises any difficulties. On this basis, Ofcom considers that there 
has been insufficient change since 2003 to justify any modification to the rule at this 
stage.  

Summary 

5.13 There are no MO rules (outside of the normal merger rules) for newspapers beyond 
the provision for a public interest investigation under the Enterprise Act 2002. We are 
not aware of any pressure from industry for further changes to the media ownership 
rules.
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Section 6 

6 Conclusions and recommendations 
6.1 This section sets out our conclusions regarding the MO rules and our 

recommendations to the Secretary of State as to whether she should exercise her 
powers to amend the rules under the Communications and Enterprise Acts. They 
follow the order in which the Secretary of State’s powers appear in section 391(4) of 
the Communications Act. 

Religious ownership (Communications Act Section 348(5) and Schedule 14 
Part 4) 

6.2 Many of the restrictions on religious bodies holding broadcasting licences were 
relaxed following the 2003 review. The current disqualifications (see paragraphs 3.24 
and 4.32) have been retained on the basis that spectrum is still severely limited in 
these areas and most of the services in question have significant influence.  
Ownership of these licences by religious bodies might raise public interest concerns. 
In most cases the situation as regards spectrum scarcity and influence is similar to 
2003. The only area where some change is likely to take place in the near future is in 
radio multiplex licences. However, the amount of change which will occur is limited 
and does not justify the present restriction on religious ownership being lifted in our 
view. We therefore recommend no change in these rules. 

6.3 Ofcom has discretion to allow religious bodies to hold licences which are not subject 
to a general disqualification and has issued guidance on this. It is important that 
Ofcom retains this discretion in order to ensure that bodies which practise or 
advocate illegal behaviour or which are inappropriate in other ways, as set out in the 
guidance, are not allowed to broadcast. We therefore recommend no change in 
these rules. 

Channel 3-national newspaper cross-media ownership (Schedule 14, Part 1) 

6.4 Although restrictions on cross-media ownership between Channel 5 and national 
newspapers were removed following the 2003 review, restrictions relating to Channel 
3 and newspapers remained because it was felt that the most influential media in any 
community should not be controlled by too narrow a range of interests. Channel 3’s 
audience share has fallen since that time (see Figure 12). However, we do not 
believe that its influence or that of national newspapers have declined to an extent 
that would justify changing these rules. We therefore recommend no change in 
these rules. 

Radio multiplex ownership (Schedule 14, Part 2) 

6.5 It was decided following the 2003 review to continue to control the ownership of 
national and local radio multiplex licences because of the relative scarcity of these 
licences and the fact that the licence holders control which digital programme 
services are transmitted. Ofcom has announced that a second national multiplex 
licence and more local multiplex licences will be advertised in 2006. However, there 
will still only be two national multiplexes and only one local multiplex in many areas 
for several years. We believe that there will still be sufficient scarcity of these 
licences to justify retention of the current restrictions. Nonetheless, they contrast with 
the situation in television where no restrictions apply to multiplex ownership and it 
might encourage investment in DAB if the rules were removed.  
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6.6 We believe that it would be appropriate to consider whether deregulation would be 
desirable for local radio services, as part of the wider review of radio regulation and 
licensing which is provided for in Ofcom’s Annual Plan 2006/7. While we 
recommend no change in the multiplex rules at this stage, we propose to 
review these further as part of Ofcom’s forthcoming Future of Radio project.     

Local radio ownership (Schedule 14, Part 3 and Order) 

6.7 The prohibition on any person owning more than one national analogue radio licence 
was removed following the 2003 review but there continue to be restrictions on local 
radio ownership, both analogue and digital. The rationale for such a rule seeks to 
retain a range of radio voices in individual areas. With the continued expansion of 
local radio services, now being supplemented by new community radio services in 
many areas, and of other outlets for local news and information on the internet for 
example, it may be possible before long to relax or remove these restrictions. This 
could assist the expansion of commercial radio, maintenance of local programming 
and investment in DAB.  However, it is only three years since the last major overhaul 
of the rules and there is considerable scope for further consolidation still within the 
current rules. Moreover, significant changes in the structure and regulation of radio 
are being considered; it seems sensible to plan changes in the MO rules for local 
radio in conjunction with these wider changes. 

6.8 A specific issue arose in relation to the local digital radio rules when Emap was 
obliged to divest a service from three multiplexes following its merger with SRH.  No 
alternative service providers could be found to take up the capacity (see paragraph 
4.19).  This meant that consumers in the three affected areas were no longer able to 
hear this service from the relevant local digital multiplex and the capacity was left 
unused. The rules could be amended to help address this issue but rather than make 
changes piecemeal, it seems preferable to cover it in the wider context of Ofcom’s 
Future of Radio project referred to above. It is also possible that the expansion of 
DAB and growth in demand for multiplex capacity from service providers, may itself 
resolve the issue. 

6.9 However, we are conscious that there is a risk of holding back the development of 
commercial radio and investment in DAB if the rules are left unchanged for too long. 
While we recommend no change in the local radio rules at this stage we 
believe that they be should be reviewed as part of Ofcom’s forthcoming Future 
of Radio project.  

Local cross-media ownership (Schedule 14, Part 3 and Order) 

6.10 Restrictions continued to be applied to cross-media ownership between local radio, 
Channel 3 and newspapers following the 2003 review in order to ensure a plurality of 
voices at a local level. Although new outlets are emerging, the traditional media are 
still important as sources of local news and information. However, the circulation and 
audience share of newspapers and radio respectively as sources of local news have 
fallen slightly and the rules are complex. We recommend therefore no change in 
these rules at this stage but propose that they should also be reviewed in 
conjunction with the Ofcom’s forthcoming Future of Radio project. 

Appointed news provider (Sections 282 and 283) 

6.11 Special provisions for the appointment of a single news provider for Channel 3 
remained in place following the 2003 review because of the influence which this 
channel still had. Provision was also made for equivalent arrangements to be 
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introduced for Channel 5 if its influence increased. Although Channel 3’s audience 
share has fallen since 2003, it is still the most watched commercial channel by a wide 
margin (see Figure 12). Channel 5’s share has not changed significantly but it is still 
possible that it will do so in the future. We therefore recommend no change in 
these rules. 

Public interest investigation (Enterprise Act) 

6.12 No public interest investigations have yet been carried out as a result of mergers 
involving broadcasting or newspapers. However, the logic for such an investigation – 
to ensure a plurality of views in areas of the media not covered by the ownership 
rules referred to above – remains valid. We therefore recommend no change to 
this provision. 
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 Annex 1 

1 Legal Framework 
Ofcom’s Review 

A1.1 Under section 391 of the Communications Act 2003 (“the Act”), Ofcom is required to 
report to the Secretary of State on the functioning of the media ownership rules at 
least every three years. Those rules are set out in the following legislative provisions: 

• Schedule 2 to the Broadcasting Act 1990 (restrictions on the holding of broadcast 
licences); 

• Schedule 14 to the Act (restrictions of the holding of certain radio licences, cross-
media ownership and additional provisions relating to religious bodies); 

• Sections 280 and 281 of the Act (Channel 3 news provider); 

• Section 283 of the Act (Channel 5 news provider); and 

• Part 3 of the Enterprise Act 2002 (insofar as it relates to intervention by the 
Secretary of State in connection with newspaper or media mergers). 

A1.2 As part of this review, Ofcom is to make recommendations to the Secretary of State 
as to the exercise of her powers in relation to media ownership. Those powers are 
powers to: 

• amend or repeal the rules on the holding of licences by religious bodies7; 

• amend or repeal the rules on cross media ownership between Channel 3 and 
newspapers8; 

• amend or repeal the rules on the holding of radio multiplex licences9; 

• impose restrictions on the holding of local radio licences10; 

• amend or repeal the rules on the appointed news provider for Channel 311; 

• appoint a news provider for Channel 512; and 

• make amendments to the rules on media mergers as to the definitions used, the 
jurisdictional criteria and the public interest considerations to be taken into 
account13. 

A1.3 This review is conducted within the context of that legislation. The matters covered in 
this report are therefore limited to those set out above. Any recommendations made 
concern only the exercise of the powers of the Secretary of State at paragraph A1.2 

                                                 
7  Section 348(5) of the Act and Paragraph 16, Schedule 14 to the Act. 
8  Paragraph 6, Schedule 14 to the Act. 
9  Paragraph 10, Schedule 14 to the Act. 
10  Paragraphs 11, 12 and 13, Schedule 14 to the Act. 
11  Section 282 of the Act. 
12  Section 283 of the Act. 
13  Sections 44(11), 58(3) and 56(6A) of the Enterprise Act 2002. 
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above and Ofcom has not considered whether the exercise of any other powers of 
the Secretary of State would be appropriate. 

The Media Ownership Rules 

A1.4 The principal rules on media ownership are contained in the amended Broadcasting 
Act 1990, the Act and the Media Ownership (Local Radio and Appointed News 
Provider) Order 2003 (“the Order”). Further provisions on the treatment of mergers 
between media companies are contained in the Enterprise Act 2002.   

A1.5 Under the current framework, there are a number of general disqualifications on the 
holding of broadcast licences or interests in licence holders. In addition, certain 
bodies are subject to qualified restrictions on their ability to acquire licences. The 
rules also provide for restrictions on the ownership of multiple radio licences and 
limits on cross-media ownership. Finally, specific rules may apply to media mergers 
in certain circumstances. 

General disqualifications 

A1.6 The general disqualifications on the holding of a “broadcast licence”14 are set out in 
Schedule 2 of the Broadcasting Act 1990 which provides that the following persons 
are prohibited from holding a broadcast licence: 

• local authorities15; 

• political organisations; 

• the BBC16 and the Welsh Authority; 

• advertising agencies; and  

• persons who, in the opinion of Ofcom, are subject to undue influence by a 
disqualified person such as to act against the public interest. 

Qualified Restrictions 

A1.7 The media ownership rules also contain a number of qualified restrictions which 
prevent certain organisations from holding some broadcast licences as follows: 

• religious bodies may not hold licences for (a) Channel 3, (b) Channel 5, (c) 
national analogue radio services, (d) public teletext, (e) additional television 
services, (f) television multiplexes, and (g) radio multiplexes. In all other cases, 
licences may be awarded, subject to the approval of Ofcom. 

• publicly funded bodies (i.e. receiving more than 50% of funding from the public 
purse) cannot hold radio services licences (except for restricted services); 

                                                 
14 a broadcast licence refers to licences granted under the Broadcasting Act 1990 or the Broadcasting 
Act 1996 for independent television services, independent radio services, digital terrestrial television 
broadcasting and digital terrestrial sound broadcasting. It is a criminal offence to provide broadcasting 
services without a licence (sections 13 and 97 Broadcasting Act 1990) 
15 subject to the provisions of s.142 of the Local Government Act 1972 which allows local authorities 
to broadcast information relating to their activities. 
16 the licence of the BBC is not granted under the relevant provisions of the Broadcasting Act 1990 or 
the Broadcasting Act 1996. 
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• BBC subsidiaries may not hold licences for (a) regional or national Channel 3 
services, (b) Channel 5 services, and (c) national, local or restricted radio 
services17;  

• Channel 4 and S4C subsidiaries may not hold Channel 3 or Channel 5 licences; 

• national public telecommunications operators with annual turnover in excess of 
£2 billion18 may not hold Channel 3 or Channel 5 licences or a national radio 
service licence; and 

• persons subject to disqualification orders as a result of providing false information 
to Ofcom19. 

Restrictions on ownership of multiple radio licences 

A1.8 The rules on the holding of multiple radio licences are contained in Schedule 14 of 
the Act and the Order. Different rules will apply depending upon whether the licence 
is an analogue or digital licence and, in the case of digital licences, whether it is a 
multiplex or a sound programme service licence. 

A1.9 There are no longer any restrictions on the holding of national analogue radio 
licences. At local level, no person may acquire a further licence where he already 
holds more than two local licences which overlap and the addition of the acquired 
licence would give rise to that person holding 55% or more of the total points 
available in that area20. The assessment of whether licences overlap and the 
calculation of the applicable points to be taken into account involve a complex 
calculation whereby points are allocated to particular radio stations according to the 
level of coverage of potential audience achieved by those stations.   

A1.10 In the case of digital multiplexes, at national level, the rules provide that no person 
may hold more than one national radio multiplex at the same time21. At local level no 
person may hold two licences for overlapping radio multiplex services. Services will 
be considered to overlap where the potential audience for one multiplex exceeds 
50% of the potential audience of the other multiplexes. 

A1.11 Further restrictions apply to the holding of licences for local digital sound programme 
services (“DSPS”). The basic rule states that no person may provide an additional 
DSPS where he holds hold more than four licences on a relevant multiplex or an 
overlapping multiplex and, as a result of the additional DSPS he would hold more 
than 55% of the total points in the relevant area. As with local analogue services, the 
calculation of the points total is complex. 

A1.12 A more detailed description of the rules on the ownership of multiple radio licences 
and the calculation of the points system is set out at Annex 3. 

Cross media ownership 

A1.13 The rules on cross media ownership prevent parties from acquiring significant 
holdings across media platforms, including newspapers22. Those rules provide that 

                                                 
17 see footnote 12 above 
18 Article 16, Broadcasting (Restrictions on the holding of licences) Order 1991 
19 section 145 Broadcasting Act 1996 
20 Article 5 of the Order. 
21 paragraph 7, Schedule 14 of the Communications Act 2003 
22  paragraph 1, Schedule 14 to the Act. 
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no person may acquire a Channel 3 licence (whether directly or indirectly) if he runs 
one or more national newspapers having an aggregate market share of 20% or more.  
Similarly, the holder of a Channel 3 licence may not acquire an interest of 20% or 
more in a body corporate running one or more national newspapers with and 
aggregate market share of 20% or more.  

A1.14 At local level, a person may not acquire a regional Channel 3 licence (directly or 
indirectly) if he runs one or more local newspapers having an aggregate market 
share of 20% or more in the area covered by the regional Channel 3 licence. Market 
share for these purposes is calculated by reference to circulation for the preceding 6 
months. 

A1.15 In respect of cross ownership of local analogue radio licences and newspapers or 
television services licences, the Order applies a points system which prevents 
persons holding one or more local newspapers with aggregate market share of 50% 
or more and holders of Channel 3 regional licences from holding local analogue radio 
licences23. A person may not acquire a local radio licence if he would thus acquire 
more than 45% of the total points available in relevant area. The means of calculating 
the relevant points is set out in Annex 3. 

A1.16 The Order further provides that no single person may hold together: 

• a local analogue radio licence; 

• a regional Channel 3 licence whose potential audience 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. 

Mergers between media companies 

A1.17 Mergers are subject to the competition law test contained in sections 22 and 33 of 
the Enterprise Act 2002 pursuant to which the Office of Fair Trading shall make a 
reference to the Competition Commission where a relevant merger situation has 
resulted or may be expected to result in a substantial lessening of competition in a 
relevant market. 

A1.18 Additional provisions apply in relation to mergers between media companies, at the 
discretion of the Secretary of State. Under sections 42, 59 and 67 of the Enterprise 
Act 2002, the Secretary of State may issue an intervention notice (in the case of 
mergers which meet the jurisdictional criteria of section 23), a special intervention 
notice (for mergers which do not meet the jurisdictional test) or a European 
intervention notice (where the merger meets the jurisdictional thresholds of the EC 
Merger Regulation24) which allows the consideration of public interest factors other 
then the competition test in deciding upon whether or not to refer a merger to the CC 
or to remedy any adverse effects of a merger.   

A1.19 In relation to media mergers, the public interest considerations which may be taken 
into account include: 

                                                 
23 at paragraph 6 
24 Regulation 139/2004/EC on the control of concentrations between undertakings. 
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• the accurate presentation of news and free expression of opinion in 
newspapers25; 

• plurality of views in the markets for newspapers26; 

• plurality of the media27; 

• the need for a wide range of high quality broadcasting appealing to a wide range 
of tastes and interests28; 

• the need for media enterprises to have a genuine commitment to the objectives 
of section 319 of the Act29. 

A1.20 Further information on the operation of the public interest merger provisions relating 
to newspaper and other media mergers is available in guidance published by the 
Department for Trade and Industry at 
http://www.dti.gov.uk/ccp/topics2/guide/ukmediaguide.pdf . 

Appointed News Providers 

A1.21 In order to secure the provision of news programmes of a sufficiently high standard 
on Channel 3, section 280 of the Act requires arrangements to be put in place for the 
appointment of a single body as appointed news provider for all Channel 3 regional 
licence holders.  Section 281 of the Act provides that the limitations and 
disqualifications which apply to the holding of Channel 3 licences apply equally to the 
Channel 3 appointed news provider30. A further disqualification was introduced by the 
Order which prevents the appointment as Channel 3 news provider of a person 
subject to a disqualification order under section 145 of the Broadcasting Act 199631.  
In addition, restrictions are placed on the accumulation of interests in newspapers 
and appointment as news provider for Channel 3. In this regard, the same restrictions 
apply in respect of the Channel 3 appointed news provider as for holders of Channel 
3 licences, as set out in Schedule 14 of the Communications Act 200332. 

                                                 
25 section 58(2A) of the Enterprise Act 2002. 
26 section 58(2B) of the Enterprise Act 2002. 
27 section 58(2C) of the Enterprise Act 2002. 
28 see footnote 23 above. 
29 see footnote 23 above. The objectives of section 319 of the Communications Act 2003 are: 

(a) that persons under the age of 18 are protected; 
(b) that material likely to incite the commission of crime or to lead to disorder is not included in 
television and radio services; 
(c) that news included in television and radio services is presented with due impartiality; 
(d) that news included in television and radio services is reported accurately; 
(e) that the proper degree of responsibility is exercised in respect of the content of religious 
programmes; 
(f) that generally accepted standards are applied to the content of programmes to protect the 
public from offensive and harmful material; 
(g) that the prohibition on political advertising by radio or television is upheld; 
(h) that misleading or harmful radio or television advertising is prevented; 
(i) that international obligations relating to radio and television advertising are complied with; 
(j) that unsuitable sponsorship of radio or television programmes is prevented; 
(k) that there is no discrimination between television and radio advertisers; and 
(l) that subliminal techniques are not used in radio or television. 

30 see paragraphs A1.6 and A1.7 above. 
31 Article 13 of the Order. 
32 see paragraphs A1.6 and A1.7 above. 
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A1.22 Section 283 of the Communications Act 2003 provides that the Secretary of State 
may require news programmes for Channel 5 services to be provided by an 
appointed news provider. Where she does so, she may amend the provisions of 
section 280 and section 281 to impose the same restrictions on the appointed 
Channel 5 news provider as those which apply to the appointed Channel 3 news 
provider. However, the Secretary of State may only exercise such powers in 
circumstances where she is satisfied that the audience share of Channel 5 is broadly 
equivalent to that of Channel 3. These provisions have yet to be invoked. 
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Annex 2 

2 Media ownership rules in other countries 
United States 

National ownership rules 

A2.1 No one person may own TV stations that in aggregate reach more than 39%33 of 
households. “Reach” is defined as the number of TV households in the Designated 
Market Area (DMA) to which each owned station is assigned. There are 210 DMAs in 
the United States which are determined on the basis of Nielsen market analyses. 
Only 50% of the households reached by a UHF TV station will be taken into account 
in determining the reach of a TV station. 

Dual TV network rule  

A2.2 A person may not own more than one of the four main TV networks: ABC, CBS, Fox 
and NBC. 

Local ownership rules 

Local TV multiple ownership rule 

A2.3 A person may own more than one television station in the same DMA provided that: 

• at least one of the stations is not ranked among the four highest-ranked stations 
in the DMA (based on market share); and 

• at least 8 independently-owned commercial or non-commercial television stations 
would remain in the DMA. 

Local radio ownership rule 

A2.4 The following limits apply to local radio ownership: 

• In a radio market with 45 or more commercial radio stations, a person may own, 
operate or control up to 8 commercial radio stations, not more than 5 of which are 
in the same service (AM or FM). 

• In a radio market with between 30 and 44 commercial radio stations, a person 
may own, operate or control up to 7 commercial radio stations, not more than 4 of 
which are in the same service (AM or FM); 

• In a radio market with between 15 and 29 commercial radio stations, a person 
may own, operate or control up to 6 commercial radio station, not more than 4 of 
which are in the same service (AM or FM). 

• In a radio market with 14 or fewer commercial radio stations, a person may own, 
operate or control up to 5 commercial radio stations, not more than 3 of which are 

                                                 
33 Whilst the court overturned the Federal Communication Commission’s 2003 threshold of 45%, 
Congress passed an Appropriations Bill setting the level at 39%. 
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in the same service (AM or FM) BUT a person may not own, operate or control 
more than 50% of the stations in that market. 

For the purposes of the above calculation, a relevant radio market is assessed for 
each radio station according to the signal contour overlap method.  

Radio/TV Cross-ownership rule 

A2.5 A person may own up to 6 commercial radio stations and 2 commercial TV stations, 
or 7 commercial radio stations and 1 commercial TV station, in a particular market, 
provided that at least 20 independently ”media voices” remain in that market.  A 
media voice in this context comprises radio stations and TV stations (both 
commercial and non-commercial), cable television systems and newspapers of 
general circulation. 

A2.6 A person may own up to 4 commercial radio stations and 2 commercial TV stations in 
a particular market, provided that at least 10 independently owned media voices 
remain in that market. 

A2.7 A person may own one radio station and one TV station in the same market, 
regardless of the number of other radio/TV stations in that market. 

Newspaper/broadcast cross-ownership rule 

A2.8 A person may not own a full-service broadcast station (either a radio station or a TV 
station) and a daily newspaper when the broadcast station’s service area covers the 
newspaper’s city of publication34. 

Dual TV network rule  

A2.9 A person may not own more than one of the four main national TV networks: ABC, 
CBS, Fox and NBC. 

Australia 

A2.10 In radio, no one must control more than two commercial radio licences in the same 
licence area  

A2.11 In TV no one can control more than one commercial licence in the same area or 
commercial television licences whose combined licence area population exceed 75% 
of Australian population 

A2.12 There are no specific controls on print. 

• Cross-media ownership restrictions forbid joint control (generally deemed to be a 
15% holding) of the following in the same licence area: 

• a commercial TV licence and a commercial radio licence; 

                                                 
34  Introduced in 1975, the rule did not apply to 40-50 media mergers which were subject to a 
grandfather clause. The Federal Communications Commission sought to change this rule in 2003 by 
removing the flat prohibition and introducing a sliding scale similar to that applying to cross ownership 
of TV and radio stations in order to reflect data showing a high level of substitutability between TV, 
radio and printed press for news coverage. However, the 3rd Circuit court of Appeal overturned this 
change and the more rigid rule remains in force. 
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• a commercial TV licence and a newspaper published at least four times a 
week(with at least 50% circulation in the licence area); 

• a commercial radio licence and a newspaper; 

• a commercial TV licence and a datacasting transmitter licence. 

 
A2.13 There are detailed restrictions on foreign ownership: 

• foreign interests in national/metropolitan newspapers may be limited by the 
government by invoking a “National Interest” principle when they reach 40% in 
total and to 15% for any single shareholder; 

• no foreign person may control a commercial television licence.  Two or more 
foreign persons may not have company interests in such a licence exceeding 
20%, and not more than 20% of directors in each licence may be foreign patrons; 

a foreign person must not have company interests exceeding 20% in a pay-TV 
licence, and the total company interests held by foreign persons in such a licence 
must not exceed 35%. 

France 

Television 

A2.14 In relation to terrestrial television, the rules may be summarised as follows: 

• a maximum holding in a single holder of a national television service35 (either 
analogue or digital) of 49%, where the licence holder has an average annual 
share of the total TV audience exceeding 2.5%); 

• a maximum holding of 33% in a single holder of a local television service (either 
analogue or digital) by the holder of a licence for national analogue television 
services having an average annual share of the total TV audience exceeding 
2.5%; 

• where a person holds an interest of over 15% in a holder of a licence for national 
analogue television services, it may not hold an interest of more than 15% in 
another holder of such a licence; 

• where a person holds an interest of over 5% in two holders of licences for 
national analogue television services, it may not hold an interest of more than 5% 
in a third holder of such a licence; 

• prohibition on the holding of more than one licence to provide national analogue 
television services;  

• prohibition on the holding of more than seven licences for national digital 
television services; 

• no limitation on the acquisition of interests in holders of national digital television 
services subject to the seven licence rule36; 

                                                 
35  A national terrestrial television station is defined as one which has a potential reach in excess of 10 
million persons. 
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• prohibition on the holding of a licence for a national television service where such 
service holds an average annual share of the total TV audience exceeding 2.5% 
(both analogue and digital) and a licence for local analogue television services; 

• prohibition on holding local analogue television licences whose cumulative reach 
exceeds 12 million persons; 

• prohibition on holding local digital television licences whose cumulative reach 
exceeds 12 million persons; 

• prohibition on holding local television licences (analogue or digital) for the same 
broadcast area; 

 
A2.15 In relation to satellite television, no person may hold more than two licences for 

satellite television services. 

Radio 

A2.16 In relation to radio, limits on the accumulation of licences prevent the holding of 
licences for analogue radio services whose total reach would exceed 150m people.  
In addition, no person may hold licences for radio services (both analogue and 
digital) whose cumulative potential audience exceeds 20% of the total terrestrial radio 
audience. 

Cross-media 

A2.17 No person may hold more than two of the following positions at national level:  

• holder of licences for television services (either analogue or digital) with audience 
reach exceeding 4 million; 

• holder of licences for television services with audience reach exceeding 
30 million; 

• editor or owner of daily newspapers of general circulation with a national share of 
circulation in excess of 20%. 

A2.18 At local level no person may hold more than two of the following positions:  

• holder of licences for television services covering the relevant area (either 
national or local licence and either analogue or digital); 

• holder of licences for radio services covering the relevant area (either national or 
local licence and either analogue or digital) whose potential audience exceeds 
10% of the potential radio audience in the relevant area;  

• editor or owner of daily newspapers of general circulation (both national and 
regional) distributed in the relevant area. 

A2.19 Non-EEA ownership of holders of licences for television or radio services is limited to 
a 20% maximum.   

                                                                                                                                                     
36 Where a person holds interests which entitles it to control a licence holder, it will be deemed to be 
the holder of the licence for the purpose of the application of the rules. 
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Luxembourg 

• No individual or organisation may own more than 25% of the voting rights in any 
low power37 radio station 

• There are no other restrictions, and no restrictions on foreign ownership, although 
media ownership is monitored because licenses (called “concessions” and 
“permissions”) are personal and not transferable. 

Finland 

• There are no specific restrictions on media concentration, cross-ownership or 
foreign ownership. 

• The Finnish Competition Authority enforces competition regulations that 
encompass media markets. 

Netherlands 

• No commercial radiobroadcaster may use more than one FM-network (this 
restriction may be waived en has been waived). In 2003 it was allowed that a 
national commercial radiobroadcaster may use two FM-networks, but only in a 
combination for a general programme and a specified programme. 

• Editorial statutes of newspapers guarantee journalists’ independence. For 
commercial broadcasters these statutes are obligatory when programmes are 
sponsored. 

• When a newspaper owner, or a group where he is part of, reaches a share of 
more than 25% of the Dutch newspaper market he/the group is not allowed to 
fully own a commercial broadcaster. In that case the newspaper owner has to 
limit his control of a commercial broadcaster to a maximum of 1/3. 

• Newspaper owners (or the group where they are part of) with more than 50% 
share in a certain regional or local newspaper market may not own a regional or 
local commercial broadcaster in that region unless there is also a regional or local 
public broadcaster. This is always the case so this provision has never been 
used. 

• Proposals are being put forward by the Dutch Ministry of Education, Science and 
Culture for the liberalisation of the media ownership rules in the Netherlands.  
Under these proposals, the cross-media ownership rules will be abolished and 
replaced with a threshold based on audience share for all forms of media within a 
given area.  Competition law will continue to apply to media concentrations 
although a maximum threshold of 35% of total circulation in a relevant newspaper 
market is currently proposed for mergers between newspapers. 

Sweden 

• No restrictions exist beyond normal competition law (there is, however, a legal 
uncertainty whether the regulations laid down in the Competition Act can 
penetrate the right of establishment, protected by the Freedom of the Press Act 

                                                 
37 There are no ownership restrictions on high power radio stations but they have obligations with 
regard to neutrality/pluralism 
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and the Fundamental Law on Freedom of Expression). Owners of periodical 
publications must be from the European Economic Area. 

• In 2001, following the recommendation of the Media Concentration Committee 
(1999), the Swedish Government was about to send a proposed bill on Media 
Concentration to the Legal Council for approval. The proposal was to introduce a 
special law that would be complementary to the Competition Act. This special law 
would have resulted in provisions that were better adapted to the special 
conditions that apply in the media sector. Because of constitutional uncertainties 
(as mentioned above) the proposal required some changes in the Constitution 
(the Freedom of the Press act and the Fundamental Law on Freedom of 
Expression). However, since there was not enough support for these 
constitutional changes among the other political parties, the Government did not 
present the proposed bill. 

Denmark 

• There are no restrictions beyond normal competition law on press ownership 

• Licenses for broadcasting are only granted if: the majority of board members 
reside in the local area; the sole objective of the company is to provide local 
radio/TV; commercial companies do not have a dominant influence in the 
company 

• A person may not be a member of the board, or be responsible for programming, 
in more than one local broadcasting station 

A2.20 There are no restrictions on cross-media ownership or foreign ownership. 
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Annex 3 

3 Radio ownership rules  
A3.1 There is a set of ownership rules relating to each of: 

• local analogue licences; 

• national and local radio multiplex licences; and 

• local digital sound programme service licences (the services that are carried on 
multiplexes). 

A3.2 These rules are designed to ensure plurality of ownership (i.e. to ensure services are 
provided by a range of different commercial providers) rather than being specifically 
designed to protect competition.  

A3.3 All of the types of licence listed above are subject to rules designed to maintain 
plurality within commercial radio provision. Local analogue licences are also subject 
to cross-media ownership restrictions.  

A3.4 Applying the ownership rules in relation to a particular licence consists of factual and 
legal analysis. 

Local analogue licence rules 

A3.5 These rules are concerned with licences which overlap. Two licences are considered 
to overlap, for the purpose of the rules, if the population shared between them is 
more than 50% of the total population of either licence38. For example licence A could 
overlap licence B by 60%, but B may overlap A by only 20%, depending on the total 
sizes of A and B. As long as one of these figures is over 50%, the two licences 
overlap for the purpose of the rules. Two examples are in Figure 33. 

Figure 33: Examples of licences which overlap for the purposes of identifying a 
cluster 

Source: Ofcom   

                                                 
38 The population coverage of a local licence (and hence any related overlap population) is defined by 
reference to its Measured Coverage Area or MCA. The MCA is the area within which a service is 
capable of being received at a level satisfying the technical standards set out in Ofcom in its 
"Coverage: Planning Policy, Definitions and Assessment" document. This area is combined with data 
from the latest census to produce population coverage, and population overlap, figures. 
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A3.6 The analogue ownership rules apply only once an operator seeks to hold a third or 

subsequent licence such that the MCA for this further licence shares a 50% overlap 
with the two or more licences already owned. Holding this third or subsequent licence 
would form a “cluster” of three or more overlapping licences. The points test is 
applied to each licence in the cluster, in order to see whether the points limit would 
be breached immediately after the operator became the holder of the further licence. 

Figure 34: Example of a cluster and example of licences which do not form a cluster 

 
Source: Ofcom  
A3.7 Figure 34 (i) is a cluster of licences under the rules. Figure 34(ii) is not, because 

there are not three overlaps of 50% or more. 

A3.8 The points test is applied on a licence by licence basis. For each test, the licence in 
question is allocated four points; all other commercial licences which overlap with it 
by 5% or more are attributed points, as set out in Table 1. BBC local analogue 
stations are excluded from this calculation. 

Table 1: Overlap and points attributable 

Overlap Points attributable 
up to 5% 0 
5-25% 1 
25-75% 2 
75% or more 4 
Source: Ofcom  
 
A3.9 Once all overlapping licences have been considered then the points attributed to 

those licences plus the licence in question are summed. The points that are 
controlled by the operator in question are also added up. If the operator controls 
more than 55% of the total points then the points test is failed, and the operator may 
not hold the further licence in question. 

A3.10 The points test is applied to every licence that has been identified as forming part of 
the "cluster" in question. Figure 35, Figure 36 and Figure 37 provide examples of the 
test being applied to each licence in the cluster from Figure 34 above, i.e. the 
operator in question already holds licences A and B, and is seeking to acquire 
licence C. These three licences form a cluster and so Ofcom applies the points test 
to each of the licences A, B and C.     
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Figure 35: Test for licence A 

 
Source: Ofcom  

A3.11 Licence A is analysed in Table 2. 

Table 2: Overlap and points for licence A 

Licence Overlap with A Owned points All points 
A licence being tested 4 4 
B 50% 2 2 
C 50% 2 2 
D 100%  4 
E 40%  2 
F 76%  4 
Total  8 16 
Source: Ofcom  

A3.12 The licensee would own eight points; the total of all points is 16 points. The “owned 
points” in A’s area would be 50% of the total. This licence does not fail the test. 

Figure 36: Test for licence B 

 
Source: Ofcom  
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A3.13 Licence B is analysed in Table 3. 

Table 3: Overlap and points for licence B 

Licence Overlap with B Owned points All points 
A 50% 2 2 
B licence being tested 4 4 
C 50% 2 2 
D 60%  2 
E None  0 
F 75%  4 
G 35%  2 
Total  8 16 
Source: Ofcom  

A3.14 The licensee would own eight points. The total of all points is 16 points. The “owned 
points” in B’s area are 50% of the total. This licence does not fail the test. 

Figure 37: Test for licence C 

 
Source: Ofcom  
 
A3.15 Licence C is analysed in Table 4.  

Table 4: Overlap and points for licence C 
Licence Overlap with B Owned points All points 
A 15% 1  1 
B 15% 1 1 
C licence being tested 4 4 
D 55%  2 
E 6%  1 
F 10%  1 
G 2%  0 
H 2%  0 
I 7%  BBC – not counted 
Total  6 10 
Source: Ofcom  
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A3.16 The licensee would own six points. The total of all points is 10. The “owned points” in 
C’s area are 60% of the total. The operator is not permitted to own this licence in 
combination with A and B. 

Local analogue licence rules – cross-media ownership 

A3.17 In any area where there are three or more overlapping local licences, a person who 
is the dominant local newspaper provider, or the holder of the local Channel 3 
television 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 total points available in the area. As for the radio-only points test 
described above, the test may be applied prospectively, that is before the person 
becomes the holder of the radio licence in question. The test is applied as if he has 
become the licence-holder, in order to see whether the points limit would be 
breached if he did so. 

A3.18 Note that this cross-media ownership rule applies wherever there are three or more 
overlapping licences, no matter who owns each of them, whereas the radio-only rule 
above takes effect only when the same person holds three or more overlapping 
licences. 

A3.19 There is also a “backstop” rule that no person may hold a local radio licence and the 
local Channel 3 television licence and be the dominant local newspaper provider in 
the same area.  

A3.20 “Dominant local newspaper provider” means someone who runs: 

• a local newspaper with a local market share of 50% or more in the coverage area 
of the radio licence in question; or  

• local newspapers which together have a local market share of 50% or more in 
that area.  

Digital multiplex licence rules 

A3.21 No person may hold more than one national radio multiplex licence at the same 
time39. There is currently only one national radio multiplex licence. 

A3.22 The rule on local radio multiplex ownership states that no person may hold any two 
local radio multiplex licences that share a 50% or more population overlap40.  

Local digital sound programme service rules 

A3.23 The rules on ownership of local digital sound programme services apply to 
commercial services carried on local radio multiplexes. They do not take any BBC 
digital services into account. The rules can be broken down into two stages: a 
"threshold" test, and a "points" test. 

A3.24 As with the local analogue rules, the local digital sound programme tests are applied 
in order to see whether the rules would be breached immediately after the operator 
began providing the further service. 

                                                 
39 Paragraph 7 of Schedule 14 to the Communications Act 2003. 
40 Paragraph 8 of Schedule 14 to the Communications Act 2003. 
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A3.25 The first stage of these ownership rules (the "threshold" test) involves looking at the 
number of services provided by a person on a single multiplex, or across overlapping 
multiplexes (if relevant). Overlapping in this context means that the potential 
audience of one multiplex service includes at least 50% of the potential audience of 
the other multiplex41.   

A3.26 Because of the way that the multiplex licence areas are constructed – with a mixture 
of larger local multiplex licences (so-called regional multiplex licences) overlaid on a 
network of smaller local multiplex licences – one multiplex service may overlap with 
two or more other multiplexes. Figure 38 illustrates this. 

Figure 38: Example of a multiplex service (X) which overlaps with two other 
multiplexes 

 
Source: Ofcom  

A3.27 X and Y overlap, and X and Z overlap. Y and Z do not overlap each other. 

A3.28 The "threshold" rule is that an operator may provide up to four digital sound 
programme (DSP) services across overlapping multiplexes. If an operator wishes to 
provide more than the threshold number of services, then the second stage ("points 
test”) is triggered. This test works in a similar way to the analogue points test. 

A3.29 If a multiplex does not share a 50% overlap with another, this means an operator 
may put up to four services on this multiplex before the threshold is reached. If a 
multiplex does share a 50% overlap with another multiplex, then an operator may 
spread four services across the two. He could have two DSP services on each 
multiplex, or three on one and one on the other, or four on one and none on the 
other. 

A3.30 The points test is applied to the services provided on the multiplex on which the 
further service is to be added (the "relevant multiplex") together with services on 
multiplexes which overlap by at least 5% with the relevant multiplex (referred to in 
this annex as the "multiplex area"). A person may not provide services representing 
more than 55% of the total points available in respect of all local digital sound 
programme services provided in the multiplex area. 

                                                 
41 Overlaps are calculated by reference to each multiplex’s Primary Protected Area (PPA). This is 
area within which Ofcom, in its regulation of other multiplex operators, will seek to protect a given 
service from interference. 
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A3.31 One key difference between the analogue and digital service rules is that DSP 
services are classified into significant services, intermittent services, and services 
which are neither significant nor intermittent (referred to in this annex as "minor 
services"). The Media Ownership (Local Radio and Appointed News Provider) Order 
2003 (SI 2003/3299) defines these services. Broadly speaking, “significant services” 
are those that transmit 24 hours a day, “intermittent services” broadcast for around 
12 hours a day, and “minor services” broadcast only occasionally42.  

A3.32 The significance of categorising services in this way is that it affects how they are 
counted for the points test. While the points attributed to significant services count 
towards both the operator’s total and the total number of points in respect of all 
services provided in the multiplex area, intermittent services count only towards the 
operator’s total and are ignored for the purpose of calculating the total in respect of 
all services provided in the multiplex area. Minor services are not allocated any 
points, neither for the operator's total nor for the multiplex area total. 

A3.33 A local digital sound programme service attracts points in a similar way to a local 
analogue licence. All services on the relevant multiplex attract four points. Services 
on overlapping multiplexes attract points according to the degree of overlap between 
multiplexes.  

A3.34 The points attribution is set out in Table 5. 

Table 5: Multiplex overlap and points attributable 

Points attributable to each service on the 
multiplex: 

Overlap between multiplexes 

Classification of 
service 

To the 
operator in 
question 

To the 
multiplex 
area 

Significant 0 0 up to 5% 

Intermittent 0 0 

Significant 1 1 5-25% 

Intermittent 1 0 

25-75% Significant  2 2 

Source: Ofcom  

A3.35 In Figure 39, if an operator provides a further service on X, and we are applying the 
points test to multiplex X, then as multiplex Y overlaps multiplex X by 28%, and 
multiplex Z overlaps multiplex X by 12%, we allocate: 

• four points for every significant service, and every intermittent service provided by 
the operator, on X; 

• two points for every significant service, and every intermittent service provided by 
the operator, on Y; and 

• one point for every significant service, and every intermittent service provided by 
the operator, on Z.  

                                                 
42 Significant services currently represent 97% of DSP services, with the remainder intermittent. There 
are no minor services as of October 2004. 
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Figure 39: DSPS points calculation 

Source: Ofcom  

A3.36 If the threshold test is applied to multiplex X, the number of services provided by the 
operator on multiplex X and on the overlapping multiplexes is 12. The points test is 
therefore applied. The results for area X are set out in Table 6. 

Table 6: Overlap and points for area X 
Multiplex Overlap with X Owned 

services 
Owned 
points 

All 
services 

All 
points 

X licence being 
tested 

3  12 8 32 

Y 28% 4 8 7 14 
Z 12% 5 5 6 6 

Total   25  52 
Percent 
owned 

  48%   

Source: Ofcom  

A3.37 Note: on Z, all five owned services are counted in the operator’s total, but in 
calculating the points universe only six out of eight are counted, because two 
services are intermittent. 

A3.38 If the threshold test is applied to multiplex Y, the number of services provided by the 
operator on multiplex Y and on the overlapping multiplex (X) is seven. The points test 
is therefore applied. The results for multiplex Y are set out in Table 7. 

Table 7: Overlap and points for area Y 

Multiplex Overlap with Y Owned 
services 

Owned 
points 

All 
services 

All 
points 

X 100% 3  12 8 32 
Y licence being 

tested 
4 16 7 28 

Z 6% 5 5 6 6 
Total   33  66 
Percent 
owned 

  50%   

Source: Ofcom  
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A3.39 If the threshold test is applied to multiplex Z, the number of services provided by the 
operator on multiplex Z and on the overlapping multiplex (X) is eight.  The points test 
is therefore applied. The results for multiplex Z are set out in Table 8. 
 

Table 8: Overlap and points for area Z 

Multiplex Overlap with Z Owned 
services 

Owned 
points 

Universe 
services 

Universe 
points 

X 50% 3  6 8 16 
Y 6% 4 4 7 7 
Z licence being 

tested 
5 20 6 24 

Total   30  47 
Percent 
owned 

  64%   

Source: Ofcom  

A3.40 The rule is breached and the operator must reduce his owned points by 5 or more 
(by taking one service off Z and one off Y, for example). 
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Annex 4 

4 Effect of the MO rules for radio 
A4.1 Ofcom has modelled the likely impact of the MO rules for radio on potential future 

mergers. In particular, we wanted to establish if the “Emap issue” described in 
paragraph 4.19 would be likely to occur again as a result of a merger. The model is 
based on the existing multiplex landscape i.e. excluding new multiplexes due to be 
advertised by Ofcom later in 2006/2007.  

A4.2 The “Emap issue” occurred following the merger between Emap and Scottish Radio 
Holdings because a digital service (Smash Hits) had to be removed from three 
multiplexes (Aberdeen, Ayr and Dundee) without any short term likelihood of it being 
replaced. Prior to the merger the multiplexes in question had spare capacity 
available, suggesting that the provision of additional digital services was not 
financially viable, given prevailing multiplex access prices, local market revenue and 
rates of digital penetration.  

A4.3 The model assumes that where local digital radio rules are breached and services 
withdrawn from multiplexes operating with spare capacity, it is probable that the 
services being withdrawn will not be replaced, leading to a reduction in consumer 
choice. Around 40% of existing local multiplexes have spare capacity, typically those 
in smaller, non-metropolitan areas.  “Spare capacity” for the purposes of this 
modelling is assumed to exist where any multiplex is carrying less than eight radio 
services. 

A4.4 To establish if the “Emap issue” is likely to occur again in the short term, Ofcom has 
considered the local multiplex areas in which the following seven radio groups 
provide digital services (these groups provide about 80% of local digital services in 
the UK): 

• Classic Gold Digital Limited (CGDL) 

• Chrysalis 

• Emap 

• GCap 

• Guardian Media Group (GMG) 

• Scottish Media Group (SMG) 

• Ulster Television (UTV) 

A4.5 Ofcom has considered 21 hypothetical mergers between the seven groups above, 
but not mergers between three or more groups. It is difficult to say whether any of the 
above mergers will actually happen. However, the conclusions of the Radio 
Advertising Market Research project 43 could potentially smooth the way for more 
consolidation under competition rules, in particular insofar as it relates to large 

                                                 
43 Available at:  http://www.ofcom.org.uk/research/radio/reports/definition/ 
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metropolitan markets which will provide much of the rationale for any merger 
between large radio players.  

A4.6 The model identifies mergers which would result in: 

• a breach of the local digital radio rules, requiring divestment of programme 
services; and 

• a requirement to divest services on multiplexes that have spare capacity. 

A4.7 The second point is important because on multiplexes which are currently full i.e. 
contain eight or more services, for example any of the London multiplexes, we would 
expect a divested service to be either acquired by or, more likely, replaced with a 
service owned by an alternative provider.  

A4.8 If divestment is required on a multiplex which currently has unused capacity, it is 
reasonable to assume that the service is unlikely to be replaced in the short term. 
Given that the service removed is also likely to be the least attractive in the portfolio 
of the provider which is in breach of the MO rules, acquisition by an alternative 
provider is unlikely, and arguably not an option where the service is one out of a 
national portfolio of brands e.g. Smash Hits. 

A4.9 The model shows that, with a small number of exceptions, mergers between either 
GCap or Emap and any of the above groups would be likely to result in services 
being withdrawn from certain multiplexes without replacement. This is not surprising 
since Emap and GCap between them provide around 58% of all local digital radio 
services. For example, were Emap and Chrysalis to merge this would result in likely 
divestments on the Ayr and Edinburgh multiplexes.  Both these multiplexes have 
spare capacity and it is unlikely therefore that the withdrawn services would be 
replaced.   

Impact of MO rules on analogue and multiplex service provision 

A4.10 The model was also used to investigate the obstacles which the MO rules for local    
analogue and multiplex services place in the way of mergers between radio groups. 
Seven of the 21 hypothetical mergers above would require divestments of analogue 
and multiplex services. For example, given current portfolios, an Emap/GCap merger 
would require the divestment of at least six analogue services and one multiplex 
(either London or Kent) as well as 19 local digital services.  

A4.11 It is worth noting, however, that where analogue or multiplex licences have needed to 
be sold or voluntarily disposed of in the past, buyers have usually been forthcoming. 
This is in contrast to the “Emap Issue” relating to digital services. Nonetheless, the 
requirement to divest services might discourage mergers from taking place and 
thereby hold back the expansion of commercial radio and investment in DAB and 
other platforms. 


