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Ofcom’s PSB review: what does it mean for the regions?
Today’s conference comes at a specially important point in our review of Public Service Broadcasting (or PSB).  
As a reminder, we are conducting the Review in three phases.  
· The first (published last April) looked at how well the existing PSBs are delivering their public service programming objectives.  
· The second focused more on the future, the changing broadcasting environment, and how that might affect future provision of PSB.  
· The third, scheduled for the end of the year, will contain our final proposals.

We’re now in the middle of an 8-week period of intense consultation on phase 2. 

In our Phase 2 report, we concluded that the historic model of PSB, which has served the UK well over many years, is no longer sustainable.  Why? – because digital TV changes things completely – not just in terms of the choices available to viewers and the degree of competition in the market, but also in terms of nature of the regulatory framework which can be put in place and enforced.

We said that PSB will still play a vital role in the digital world.  But that a new system needs to be designed to replace the old model.  
That new system would have a strong BBC at its core, but would also need to include a range of suppliers of PSB to ensure competition for quality, and different perspectives on news, current affairs, and issues of the day. 
Channel 4 will still have an important role to play, as an innovative not for profit and commercially funded PSB. ITV will be more focused on what it does best – high production value original UK programming, and independent news.

The new system would take full advantage of the opportunities presented by new distribution technologies. 
And the new system would need new sources of funding to replace the implicit sources of subsidy that are likely to drain from the market. 

Since we published that report, public debate has been focused on two issues:


· our proposal – as part of the new PSB system - for the creation of a new Public Service Publisher, or PSP; and
· our conclusion that a new approach is needed for the provision of National and regional programming.

Given the theme of today’s conference, this presentation will focus on the second issue, although I hope we can spend some time hearing your views on the PSP and how it might work. 
Programming for the Nations and regions: an optimistic view
I take an optimistic view of the future for audio visual content produced in and for the nations and regions.  I have chosen the words “audiovisual content” carefully, because I think we need to raise our sights beyond conventional TV programming to a wider definition of content, fit for the broadband world.
The future, after switchover,  holds rich potential for new kinds of local, regional and national content and services, exploiting the capabilities of emerging digital and broadband technologies, and building on the creative skills already developing around the UK.
In future, we will all have digital TV, and many of us will be connected to high speed broadband services. In this world, content can be more local, more interactive, more immediate, and more responsive to user demand than has ever been possible in the past. We can use broadband and digital TV to break out of the constraints imposed by the old analogue transmitter system, and design new ways of providing content which meet the needs of modern local and regional communities.

As the market changes, we can also anticipate the further development of strong creative hubs or communities of producers outside London, which will work to the benefit of local economies. 

We should aspire to doing things better in future, not just to preserve what we have become used to over the past 50 years.

But if we are to realise this potential, we have to be prepared to change.  And as part of that change, there is a difficult transition to be managed.  

The strength of regional TV

How did we get to where we are today?  Regional programmes and regional production have been at the heart of UK television since 1955, when ITV was created as a federation of regional licences.  Every licensee produced programmes for the network, as well as programmes shown only to a local audience.  Some always produced more of each category than others, usually according to their size and revenue.
In fact we have seen steady growth in the volume of programming produced for the Nations and regions since its start almost 50 years ago. Viewers enjoyed regional programming, competition between the BBC and ITV produced more of it and broadcasters could afford to provide it. The amount of such content on screen has only fallen very recently - since 2001 - but even in 2003 there was more original regional programming on screen than in any year before 1993.  In part that is because the ITV companies bidding for franchises in 1993 somewhat ‘over-promised’ on what they could effectively deliver in this area.  

The terrestrial broadcasters, including S4C in Wales, produced over 15,000 hours of original first-run programming for the nations and regions in 2003, at a combined cost of over £400m. The BBC spent some £191m on regional output, and ITV1 £155m. In both cases, this represented around one-sixth of their entire programme spend, despite only providing around one-twentieth of broadcast hours in most regions.
And the story is not just about programmes made especially for the Nations and regions – but about important network production activity, too. The development of regional production centres, which went along with this federal structure, has brought significant social and economic benefits to many parts of the country.  

Manchester, the home of Granada, is by far the largest.  But there are other cities, too, that have the potential to be sustainable creative hubs, with television production at their centre.  Glasgow, Leeds, and Bristol all come to mind. The presence of ITV and the BBC, surrounded by a cluster of independent producers, can sustain thriving creative economies. It is worth fostering such hubs, and Ofcom wants to play its part in doing so.  They can create more jobs.  They can also make sure that network programming adequately reflects the diversity of cultures and communities across the UK. 
So what’s wrong with the current system?  Why does Ofcom think it all needs to change? 
First, while the current system benefits producers, by generating a steady stream of regional commissions, it doesn’t necessarily always deliver value to viewers.

Lets look at the facts. Our research shows that regional news is the most valued part of regional TV output.  
Almost one in three viewers across the UK put regional news in their ‘top five’ most important TV genres, in our large-scale survey carried out for phase 1 of the PSB review. 
TV news at regional level remains relevant and important. But this does not mean that all is perfect in its provision Research from several different surveys points to the same problem – the current TV regions do not reflect the local and regional communities as they are recognised by most viewers (of course there are exceptions to this rule).
And while TV is struggling to respond to changing demand through more local opt outs, new media are showing how it can really be done well. Services like UpMyStreet.com, Iwan2Go.com and the BBC’s ICan community may be relatively new and in some respects remain unproved, but they demonstrate the different ways mobile and online technologies are already changing the way we interact with the communities and institutions around us.
Looking to the future, while regional news and current affairs on TV is likely to remain important for some time to come, we should already be looking at ways in which new technologies can improve the provision of local news and information – using interactivity, on-demand access to news archive, links to more information, local contacts and so on - looking to the future, rather than preserving a pattern of provision that arguably evolved through historical accident rather than any grand design.

News and current affairs are likely to remain important and valued in the digital world, as long as their provision remains relevant and evolves to adapt to the changing environment.

Other regional programming

But what about other types of regional programming?  At the moment, this is pretty much the preserve of ITV1 – the BBC’s regional  programmes outside the Nations are focused on news and current affairs.
Apart from news and current affairs, regional programming tends to be much more entertainment-driven in its content.  In recent years it has included: docusoaps; property and lifestyle shows; travel programmes and ‘blue light’ documentaries based on CCTV footage.  So its regional character is not always particularly strong.  And the budgets are not large – they can be as low as £5,000 per half hour.

Do viewers value these forms of regional programming?  The picture is complex.  When there are no trade-offs involved, viewers tell us that they would like it to be sustained.  When we asked them whether there should be more TV programmes shown in each part of the UK that are made specifically for and about that area, 60% agreed.

But when they are asked to choose the top five types of programme that they feel are important – either to them personally or for society in general – relatively few people mention regional programming other than news, which is rated extremely highly.

Ofcom’s predecessor, the ITC, carried out conjoint analysis in 2003 that produced a similar result.  Viewers were asked to express preferences for different bundles of programmes, and the genre that they most frequently dropped, when asked to choose, was non-news regional programming. Here lies the rub, what people say they value they may be unprepared to watch.  Not much comfort for a commercial public service broadcaster.
The viewing data
And this viewer verdict is borne out by the viewing figures.
Regional output performs much worse in audience ratings than network programming on average.
On a like for like slot basis, the picture is only a little better. For example, network programming in slots against EastEnders on average achieves an audience share of 17%, compared to 19% for regional programmes. 
Moreover, when viewers have a greater choice of channels, in multi-channel homes, ITV regional programmes lose more viewers against Eastenders than network programmes do.  In those homes – which are increasingly the norm, old style regional opt out programming will find it difficult to secure a reasonable audience.
Costs are high
The cost picture is equally bleak. Compare the viewing figures with the costs of producing regional programming.

Regional programming simply costs too much.

To some people, this finding is counter-intuitive.  The problem is that ITV has to make 15 different programmes to fill a single half-hour slot.  
Even with a low average budget, non-news regional programming still costs at least three times as much as network programming does in the same slot.  We estimate the cost per viewer hour to be around 13p per viewer hour – compared to a network average of 4.6p.

End of the historic deal

So, apart from news, regional programming costs a lot to produce, and is often met by viewer apathy.

The final problem we face when thinking about regional programming in future, is that – even if we wanted to force ITV to continue to spend money on its provision – after switchover  (and in  the run up to it) we no longer have the leverage to secure its continued existence. 

Put simply, the existing PSB model for ITV is breaking down.
In the current model, we exchange a tax discount on a scarce and valuable asset – analogue spectrum and near-universal access to UK homes– for a set of PSB obligations.  After switchover, we won’t have any such valuable assets to exchange.  The financial benefit to ITV of being a PSB channel is unlikely to add up to much more than £25 million per year compared to roughly £500 million at present.  ITV will be able to exploit alternative routes to market that come free of regulatory obligations.  Such options may become attractive even before the process of switchover concludes in 2012, inducing ITV to hand back their licence before it’s run its course.
That’s the basis of our Phase 2 conclusion that non-news regional programming will become unsustainable on ITV1 as we approach switchover.  Particularly if we want (as we do) to sustain some sort of regional news service on ITV1 beyond switchover.  That’s why we need to put together a new model, quickly.  

After switchover – a new model
Given this background, we think it is important to be clear about where we want to get to post switchover – what is our vision for content produced for and in the nations and regions?  And how will it be funded?

We think there a successful model would include the following features:

First, exploration of the new opportunities for local television.  Whereas existing local services are hampered by spectrum and transmission difficulties, after switchover there will probably be new opportunities to deliver innovative and high quality services to much smaller populations.  That is an opportunity we will be exploring over the coming months, including consultation with existing local TV operators and modelling of the economic prospects for local services in a digital, broadband environment.
Second, use of new broadband technologies to deliver community based online services with increasingly rich audio visual content.  The BBC has shown what can be done here – there may be scope for other not for profit organisations to use the new systems to develop evolving versions of community TV.

Third, we expect that the BBC will continue to have a vital role to play in providing a wide range of local services, utilising radio and online as well as enhanced local TV services.
Fourth, encouraging continued growth of out of London production hubs, such as that in Manchester  (while being realistic about the number of sustainable hubs that are possible in a small country like the UK – not every town can have one, if we want a strong and growing UK production sector.

Programmes from the Nations and regions can have real impact when they are carried across the whole ITV network.  Regional representation is something that viewers seem to value extremely highly in network schedules.  For example, 73% in our survey agreed that TV is an important way of reminding us of the different regional and national identities of the UK.  
Out-of-London production, across a range of production centres, is one way of satisfying this demand.  It is economically sustainable – over 50% of ITV’s programmes are already made outside London.  And it pays dividends in audience terms.  

Fifth, possible use of the PSP. Clearly it is possible that the PSP could have a regional element, and we have said that it might be based entirely outside London.  We have just released a hypothetical tender document to help inform the debate and would welcome contributions to the consultation on the PSP and what it might do.
Managing the transition.
With this long term in mind, we need also to have a clear plan to get there.

We need to start the preparations now for new initiatives – for example the PSP, and more detailed spectrum planning for local TV.

And we need to agree a sustainable deal with ITV to ensure that we retain the most valued elements of regional programming for as long as they can be delivered
As part of this deal, there will need to be a reduction in the level of ITV1’s obligations if the channel is to remain within the PSB system.

Our starting point is to ensure as far as possible that regional news and current affairs can be sustained and properly funded for the duration of ITV’s new digital licences.
This means, though, that we will need to change some of ITV’s other obligations. For most English regions, we have proposed a reduction in ITV1’s regional non-news programming from 3 hours a week to 1.5 hours in 2005, with all the reductions occurring out of peak hours. Further reductions may be needed as we approach switchover. For the Nations, we have embarked on a further round of consultations, so that we can fully reflect the special circumstances of the nations before we advance any firm proposals – but the general background is the same – action will be needed in the run up to switchover. 

As part of this plan, we intend as far as possible to protect what content there is in peak and look to the talents of regional programme-makers to focus their efforts in those key slots.
The  BBC also has a key role to play in the transition.  Historically, ITV has produced far more regional content than the BBC, especially non-news programmes.  As switchover approaches, the balance of expectation needs to shift the other way.  
The BBC has signalled that it is willing to take on a more significant role in regional and local programming.  We recommend that the Charter Review process should make explicit demands of the BBC in this area.  
And where the BBC is given more significant obligations to invest in local and regional programming, or to establish regional production bases, we recommend that they commission such content from as wide a range of local independent producers as possible.
Conclusion

In concluding, let me return to the question posed by today’s conference organisers: ‘what future for regional TV?’

I strongly believe that there is a future for regional TV.  In particular, we should raise our sights, and look to use new technologies to improve provision, rather than to preserve old ways of doing things. I’ve just described some of the new ways I think such content could be delivered in future.   
We can’t turn the clock back fifty years.  Instead we need to put together a new model of regional TV.  One that provides citizens with the sort of services they value most in a digital society, wherever they live, across a number of different channels and platforms.  And we need to start to construct that model today.  We want to hear your ideas.  Because the decline of the old system should be seen not as a crisis but as a creative opportunity.
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