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Glossary of Terms

ABC1

Charter

Click-through

C2DE

DTT

Embedded content

Framework Agreement

GPS

IP-enabled

Trust

Social grades classification relating to occupation, ABC1
encompasses managerial, professional, administrative and
supervisory roles

The current Royal Charter governing the BBC

A measure of the number of times a particular link on a web page
has been clicked

Social grades classification relating to occupation, C2DE
encompasses skilled, semi-skilled and unskilled manual workers,
pensioners and those dependent on the state for their income

Digital terrestrial television (also known as Freeview)

Content, usually media, from another website or source that is
included seamlessly within the body of a website, in many cases
users can take embedded content and add it to the body of their
pages/social sites instead of linking back to the original source

Framework Agreement dated July 2006 between the BBC and
the Secretary of State for Culture, Media and Sport. also referred
to in the PVA as the ‘Agreement’

Global Positioning System, a satellite-based navigation system,
commonly used in mobile phones, which can be used to pinpoint
location

Internet protocol, a method by which data (e.g. email, video) are
sent from one computer to another on the internet

A device capable of connecting to the internet, whether through
a fixed connection (e.g. broadband or cable TV), or wirelessly
(e.g. over mobile networks or WiFi)



iPlayer

Linear content

MIA

On-demand

PVA

PVT

Q&A

Reach

Service licence

UGC

Online, on-demand catch-up BBC service, which allows users to
watch BBC programmes from the previous seven days

Refers to scheduled broadcast television content

Market impact assessment, undertaken by Ofcom to assess the
market impact of new BBC proposals. This forms part of the
public value test, below

Allows users to select, stream or download, store and view film
and television programmes, usually within a certain timeframe,
using a digital cable box or online service

Public value assessment, undertaken by the BBC Trust to assess
the value of BBC proposals, including value to licence fee payers,
value for money and wider societal value. This forms part of the
public value test, below

Public value test; significant changes to the BBC's UK Public
Services must be subject to full and public scrutiny. The means by
which this scrutiny takes place is the public value test. A PVT is a
thorough evidence-based process which considers both the
public value and market impact of proposals. During PVTs, the
BBC Trust will consult the public to ensure its decisions are
properly informed by those who pay for the BBC

Question and answer

Measures reach of BBC'’s service to its audience

The BBC Trust aims to ensure that the BBC offers high quality
and original services for all licence fee payers. To help deliver
this, it sets out the remit and expectations for each BBC service
— and how that service will create public value by delivering the
BBC's public purposes — in a published licence

User generated content (text, video etc) produced by end-users
as opposed to traditional media producers, broadcasters,
publishers etc

Any other defined terms used are taken from the BBC's Framework Agreement, unless

otherwise stated.
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Introduction

In May 2008, the BBC Executive (‘Executive’) submitted proposals to the BBC Trust
(‘Trust’) to provide an on-demand, local video service, delivered via fixed and mobile
broadband internet connections (‘local video'). The Trust considered that the
proposals constitute a significant change to an existing service (under the Charter and
Agreement) and should be subject to a Public Value Test (‘PVT").

This document sets out the Trust’s position on the public value of the local video
proposals. Ofcom’s Market Impact Assessment (‘MIA’) is published separately.

Description of Proposals

The Executive has submitted a proposal to provide an on-demand, local video service,
delivered via fixed and mobile broadband internet connections. At launch, the service
would not be available on any other platform.*

Local video would expand upon the BBC's existing network of local websites.? It would
be available in 60 areas across the UK, most of which cover an area of more than
250,000 people (and on average, one million);® equivalent to the coverage of the BBC’s
existing network of local websites and radio services. In Wales, local sites would be
available in both English and Welsh, bringing the total number of local services to 65.

The service would offer bespoke video, focused chiefly on news and sport, but also
including weather, user generated content* and knowledge-building genres (for
example, science, nature, heritage, history, arts, culture and faith).

The service would add a new tier of local video newsgathering to local news provision
on bbc.co.uk. Content would be produced locally in, and for, each of the 60 areas. It
would be free at the point of use, without advertising, and available across the whole
of the UK for broadband users.

Local video would have an annual operating budget of £23 million by 2012/13° and
around [REDACTED] staff. It would expand upon and sit within existing local
provision on bbc.co.uk.®

! A service description can be found in annex |

2 BBC Local, formerly known as ‘Where | Live’

% In 11 of the proposed local video areas, the population is below 250,000, these are: Highlands and Islands,
South West Wales — Welsh, North West Wales — Welsh, Mid Wales — English, Cardiff and South East Wales
— Welsh, North East Wales — Welsh, North West Wales — English, Jersey, Isle of Man, Mid-Wales — Welsh,
and Guernsey.

4 Produced in collaboration with the BBC

® Since completing the PVA, the Executive has suggested re-phasing investment in local video, which means it
would not reach maturity until 2013-14, although total cost remains the same. Our assessment is based on
information set out in the application, as of May 2008, and we do not believe this change makes a material
difference to our assessment.
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1.2.6 Further incremental enhancements to local provision on bbc.co.uk are planned in
2008/09 and in subsequent years. The ongoing modernisation of local provision is
taking place within the existing service, subject to cost, and does not form part of this
PVT assessment. It includes:

Further opportunities for user participation on BBC local sites, developing the
range and quality of existing options.

Development of the BBC local sites in Northern Ireland

Improved search, navigation and site architecture, including a greater use of map-
based technology.

1.2.7 Table 1.1 summarises proposed changes and indicates which are covered by the local
video PVT and which fall under planned incremental investment.

Table 1.1: items covered by local video PVT

PLANNED CHANGES COVERED IN PVT?

Local video news bespoke for broadband

User generated video content produced with BBC assistance

User generated video content produced without BBC assistance
Interactive map-based navigation

Improved linking

General improvements to existing BBC local websites, including
those in Scotland

Two new BBC local websites in Northern Ireland which does not
currently have BBC local websites’

New BBC local websites in Cheshire, Buckinghamshire and Surrey

T O O|000|TTv

1.3 Summary of Findings

1.3.1 There are six public purposes, illustrated below, and every BBC service should further
them in some way. Those highlighted here have particular relevance for local video.

Figure 1.1: BBC public purposes, as laid down in the Charter®

4.
Represanting
the UK's

1.
Sustaining
citizenship

nations,
regions and
commun ites

and civil
society

® bbc.co.uk is one of the UK’s leading online destinations, with an average of 16.6 million users a month, out of
a total UK internet population of 33 million. It has an annual operating budget of £114 million and offers news
coverage at an international, national, regional and local level.

" While there are no BBC Local websites, a localised news index does exist in Northern Ireland.

8 Each public purpose has a purpose remit, these identify priorities set by the Trust to help the BBC focus on
its remit and deliver the purposes.
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1.3.2 Audiences attach a high value to national and regional news and see it as an important
part of the BBC’s remit® But in a fast-changing media environment, the effective
fulfilment of the purposes is under strain, as evidenced by research conducted by the
Trust into the purpose remits in 2007:*°

Sustaining Citizenship and Civil Society

Regarded by licence fee payers as one of the most important purposes, BBC
performance is considered to be strong.* Those within the devolved nations of
the UK consider that it could do more to help them understand constitutional
affairs. Audiences also have concerns about the way devolution is reflected in
network news coverage.

Representing the UK, its Nations, Regions and Communities

In meeting its obligations, the BBC should provide a range of output'? to meet
the needs of different audience groups. Whilst not considered a key priority by
licence fee payers, it remains an important part of the BBC remit with
considerable performance gaps.** The perception of under-performance is
common to all age and socio-economic groups but this masks regional and
demographic differences. Groups in Northern Ireland and Scotland are among
those with the lowest approval rating. Age and social grade are also factors;
those aged under-45 in lower income groups tend to rate the BBC poorly. **

1.3.3 The Executive maintains that two fundamental shifts are shaping attitudes and
contributing to the purpose gap:

an increased interest in local; and
the long-term shift from linear to on-demand news consumption.

134 We challenged the Executive to fill the purpose gap and we value the effort that they
have put into local video proposals.

135 We recognise the important role that the BBC plays in reflecting the diversity of the
UK, it nations, regions and communities.® The key question for this PVA is not,

® Ofcom’s Second Public Service Broadcasting Review — Phase 1: The Digital Opportunity, p. 36 (the top public
priority for programme types on the main TV channels was news)

10 http: //imww.bbe.co.uk/bbetrust/framework/purpose_remits.html

1 BBC Trust Purpose Remit research, 2007

12 Spanning news, entertainment and factual content

3 It is among the largest for any of the BBC’s public purposes. The provision of a range of output to meet the
needs of the nations, regions and communities was also identified as an area for improvement, BBC Trust
purpose remit research, 2007

4 Looking at the overall UK picture, for

1)The BBC helps me feel more involved in my community

2)The BBC caters for my area and my community

The biggest purpose gaps are for under-45 C2DE groups. In ‘Delivering Creative Future’, the Executive also
emphasised the importance of better purpose delivery to C2DE audiences and of lower perceptions, among
this group, of BBC value more generally.

5 Our own audience research undertaken by Rosenblatt has highlighted the importance of the BBC reflecting
local issues as well as a key BBC Public Purpose being the representation of UK, its nations, regions and
communities.
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1.3.10

therefore, whether the aims are important, but rather, whether this proposal will enable
the BBC to address local issues and close the purpose gap.

The gap should be addressed in a way that seeks to increase approval in the devolved
nations and English regions. The BBC exists to serve all audience groups and there is a
need to improve performance on a geographic basis. Any offering must therefore take
account of the challenges in reaching low approvers and the underserved. The Executive
hopes that local video will widen the age profile of BBC regional and local news by
attracting a younger audience. Those under the age of 45 are therefore a key group.*®
However, as part of our assessment, we have also considered how far the proposal will
address audiences identified in the purpose gap research. In this PVA, we have focused
on the underserved as being, in particular, those in the devolved nations, in some English
regions'’ and those aged under 45 in lower income groups.

Underpinning the PVA is a series of key questions:

at what geographic level should local coverage be set?
will people use and watch the local service?
does the proposal narrow the purpose gap?

The Executive’s approach is to maintain and strengthen the reach and impact of local
news services to offset the predicted decline in regional television viewing through (a)
the conversion of existing BBC local website users to broadband video and (b) attracting
a new and younger audience to local issues. It hopes that local video will ‘reinvent the
BBC'’s regional and local news offering’ and safeguard the delivery of the purposes;
compensating for the decline in the reach of regional television audiences, attracting a

younger demographic'® and deepening users’ appreciation of BBC local websites’.*°

We can see that there is potential for proposals to fit with and further the BBC's public
purposes and wider strategy, a possible remedy to the twin challenge of reach and
relevance. As a local news-based offering, it may reach a broader area of the UK and
better represent regions poorly served by the BBC. In practice, however, the Trust's
assessment revealed a number of issues, which we summarise below.

I. Reach and impact

Demand for local news is strong.>® The concept of a local video, on-demand service has
attracted support from a broad church. In theory, local news drawn together in an
innovative, interactive portal is a powerful proposition. Relevant local news has valuable
social currency and may allow the BBC to reconnect with underserved groups who
currently regard it as too remote. But if the principle appeals it leads quickly to a debate

'8 In the Executive’s application, the offer is targeted at serving all audiences but is likely to be used above all by
the under-45s

7 Away from the South East

'8 The Executive maintains that the centre of gravity of audiences for local video is likely to be the 25-44 age

group.

¥ BBC Local Video Management PVA, 2008, p. 3
2 As seen in evidence presented by the Executive and in our own research.
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on whether broadband is an effective delivery platform and the level at which local
provision should be set.

‘Local’ is a flexible concept for listeners and viewers, ranging from very local to
regional.?* Audiences expect better national and regional representation, and those in
underserved areas express frustration with poor coverage. But even those who
welcome a more local presence have differing expectations as to its character.

The proposal is beset by a number of issues; chief among them having to actively search
for content that many assume will be of limited interest. Audiences are interested in a
wide range of information of which news is only a part; local events, entertainment and
listings are all considered part of a well-rounded service with appeal to a broad
spectrum of users.?

Convenience of access is a critical factor and broadband represents a barrier to use,
both in terms of access and the way in which people consume local news.”® Whilst
usage of the internet as a source of local news is growing — albeit from a small base —
consumption is largely driven by convenience; print media, radio and television all play a
central role. This is most pronounced among the over-34s and those with children, who
typically have less time to search actively for content. For the under-35s, the internet is
used somewhat more routinely.?*

A number of stakeholders raised concerns that a broadband-only service would exclude
certain groups; others noted that in rural areas, high-speed broadband was less widely
available. Socio-economic factors influence broadband take-up, and low income groups
are generally less well represented online. Low approval of BBC performance is more
pronounced among these groups. We are not therefore persuaded that local video will
reach these groups in sufficient numbers to close the purpose gap.

Research findings consistently support demand for local news delivered via television;
but spectrum scarcity and cost®® limit the BBC to broadband. We note that commercial
news providers are embracing video news, but also that they have more latitude with
editorial agendas and a remit that encompasses listings and directories — of more
practical value and wider appeal in an online environment.

The Executive assumes that reach for local sites will remain steady at 16% of broadband
households and we accept this view. Even without the introduction of local video,
therefore, the number of households accessing BBC local online content will grow from
around 2.1 million in 2007 to 3 million by 2014. %

Our own projections suggest local video will deliver incremental reach for BBC local
sites of between 3.6% and 9.6% of broadband households by 2014. Taking the mid-point
of 6.6% (which is in our view most likely), this represents 1.2 million UK households that
will be brought to BBC online content by 2014.

2 Rosenblatt research for the BBC Trust, 2008

22 Rosenblatt research for the BBC Trust, 2008

2 Rosenblatt research for the BBC Trust, 2008

2+ Research for the BBC Trust, 2008 and Ofcom Communications Report 2008
% On the DTT platform

% Based on 28.3 million UK households by the end of 2013.
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1.3.18

1319

1.3.20

1321

13.22

We believe, however, for reasons we set out in section 6, that consumption of local
video will mostly be among core audience groups,?” without any significant extension of
reach to the underserved and low approvers.

Our overall conclusion, therefore, is one of limited impact given exclusion issues for
non-broadband users and the low appeal of an online local news offering that does not
extend to listings, reviews and general entertainment.

Il. Quality and distinctiveness

The distinctiveness of the proposals is low, although some elements are distinctive.
Given our reservations on impact and reach, quality has been treated as partially less
relevant (although indications are that it would be a high-quality service). We summarise
our analysis in figure 1.2, a full assessment is set out in annex lI.

Figure 1.2: summary of distinctiveness analysis

BBC Trust Assessment

Editorial values

Non-commercial

¢

Made for UK Not relevant

Link to TV & radio brands

Creatie & di torid avb i tin

Fresh & original approach

e e O

Uniqueness

Key: . distit tive no Ot ds tictv e

An important part of the local video proposals is a focus on partnerships. We welcome
efforts to improve collaboration and recognise it as a potential source of distinctiveness
that underpins a wider BBC agenda but note that it appears currently to be of limited
value.®

I1l. Cost and value for money

Against this background the Trust looked closely at value for money, including the wider
affordability of the proposals at a time when pan-BBC costs are under pressure. In our
view local video does not provide value for money, especially given the limited uplift in
reach to key audience groups and access issues for non-broadband users. The same, or
similar ends, could well be achieved by better use of existing resources

7 This point is also made by the Executive in its application, which states that ‘consumption of local video will
be predominantly among households forecast to be already using BBC's local online content adding
considerable value for these users and “future-proofing” these websites'.

% A full discussion can be found in annex IlI.
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Conclusions

1.3.23 Our overall conclusion is that the proposal offers a low to medium level of public value.
In particular, its ability to further the public purposes and close the purpose gap is
hampered by limited reach to key audience groups. Our research has not established
that audiences need more video content. Our assessment instead suggests that a similar
level of public value could well be delivered with improvements to navigation, access to
a richer source of archive material and additional provision in underserved geographic
areas. Our overall findings are summarised as at figure 1.3, below.

Figure 1.3: summary of Trust assessment

Drivers of Public Value BBC Trust Assessment
Reach O

Impact O
Quality & Distinctiveness O
Value for Money O

Key: . High value O Mo value
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2. Approach to Assessment

2.1

211

212

2.2

22.1

222

223

224

225

Introduction

The Trust received the Executive's proposals for local video on 19 May 2008 and
launched the PVT on 24 June 2008. The first consultation period was originally set for
28 days. However, the Trust and Ofcom agreed to extend the consultation period on
the PVA and MIA respectively, to 42 days. The consultation consequently closed on 4
August 2008. This document is the PVA in the Trust's PVT of the Executive's proposal
to launch a local video offering.

In this section we explain the PVT process and the approach taken in this assessment.
This document is the PVA.

The PVT Process

The PVT is a key component of the BBC's system of governance, which took effect
with the new Charter and Agreement on 1 January 2007.

The Charter makes clear that the BBC should be able to alter its UK public services,
for example to respond to changes in technology, culture, market conditions and
public expectations. However, any significant service-related proposals from the
Executive must be subject to full and proper scrutiny. The means by which this takes
place is the PVT.

The Executive's proposals for local video involve an expanded local news gathering
operation, which the Trust considers to be a significant change to the UK Public
Services and has, accordingly, subjected it to a PVT. The proposals do not constitute a
new service in that, if approved, they will form part of bbc.co.uk.

The PVT is a rigorous, evidence-based process, usually lasting six months and featuring
two consultation periods.?® Given the complexity of proposals, and in particular of the
MIA, the Trust agreed that the PVT for the local video proposal will run for
approximately eight months.

The PVT process is used to assess both the public value and market impact of
proposals. It comprises:

the PVA, which assesses the public value expected to be created by the
offering as assessed by the Trust (see section 5)

the MIA which assesses the effect of the proposal on other services in the
market as assessed by Ofcom. The MIA is carried out in accordance with the
methodology agreed between Ofcom and the Trust, through the Joint
Steering Group (the JSG). The MIA report will be available on Ofcom's
website (ofcom.org.uk).

® The Trust can allow for a longer period if justified by circumstances.

Trust
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2.2.6

227

2.3

23.1

232

233

The Trust will consider this PVA alongside the MIA. In reaching its decision, the Trust
must be satisfied that any likely adverse impact on the market is justified by the public
value generated. Further, it must also be satisfied that the approval is consistent with
the Trust’s duties including those under Articles 22 and 23 of the Charter and its other
legal duties. The Trust will publish its provisional conclusions on its website
(bbc.co.uk/bbctrust) and will consult on them before making its final conclusion.

Figure 2.1: the PVT process

formal application

BBC Management submit
{plus supporting evidence)

Y

Market impact assessment
(Ofcom)

Public value assessment
(BBC Trust unit)

Public representations Public representations

Y

Public Value Test
[BBC Trust)

Y

Trust consults on preliminary
conclusions (28 days)

Y

Final decision

The Trust is conducting this PVT in accordance with the Guidance on the conduct of the
Public Value Test*® published on the Trust's website.

Approach to the Public Value Assessment

The PVA aims to establish the likely public value of a proposed new service or offering.
As a general approach, public value is primarily assessed over a five-year period; it is
invidious to forecast beyond that time given the increasing uncertainty, in scale and
scope, of factors that could potentially affect the public value of any proposed service.
However, in order to recognise the full value of a proposed service, factors beyond
this period may be taken into account.

As a starting point for its assessment, the Trust considers the strategic objectives
underpinning proposals. Local video aims to enrich linear provision of local issues,
develop a new tier of local newsgathering and engage a younger audience.

It then considers whether the proposals fit with the BBC's public purposes. It is a
prerequisite of any approval that a proposed service or offering should further the

13
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234

235

2.3.6

2.3.7

2.3.8

public purposes in some way. There are six public purposes which we set out below.
Those highlighted have particular relevance for local video.

Figure 2.2: BBC public purposes

d.
Represanting
the UK's

1.
Sustaining
citizanship

and civil

nalions,
regions and

sociaty
communities

In its application the Executive has acknowledged that the proposals make a lesser
contribution to the non-highlighted public purposes and they are therefore not critical
to the Trust's assessment in this PVA.

We also assess the local video proposals against four key drivers of public value:

Reach

Quality
Impact
Value for money

The following table sets out the assessment of the proposal against the drivers of
public value.

Table 2.1: fit with drivers of public value

Drivers of Public Value  Proposal’s fit with Drivers of Public Value

Reach How far will the proposal extend BBC reach and usage,
particularly among underserved audiences?
Quiality & Distinctiveness Is the proposal of high quality and distinctive?

Impact Will the proposal create consumer and citizen benefits,
for individuals and for society as a whole?

Cost and Value for Money | How much will the proposal cost? Does it represent
value for money and is it an appropriate use of licence
fee funds?

The relative importance of each driver of public value varies across different proposals.
Our overall assessment in each case is weighted by the significance of each driver for
the proposal under assessment.

The following table summarises the weight attached to the four drivers of public value
for the local video PVA.

Trust
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2.4

24.1

242

243

244

245

2.5

25.1

Table 2.2: weighting the drivers of public value

Drivers of Public Value Local Video Weighting

Reach To have a real impact, it must reach its target audience,
reach therefore is also a key driver

Quiality & Distinctiveness This driver is important, also in relation to commercial
provision

Impact Impact on different target audiences and in particular
younger audiences is a key driver

Cost and Value for Money | Total cost and value for money relative to other BBC
investment is highly relevant particularly in relation to
commercial provision and at a time of increased
efficiency

Methodology for the Assessment

On receipt of the Executive's application, the Trust and Ofcom jointly drafted a service
description, which was agreed with the Executive prior to publication. This clarified
our understanding of the proposal under assessment. The service description was
published at the start of the PVT process. We draw upon it throughout this report.

On commencement of the assessment, we undertook a series of meetings with the
Executive to understand better evidence submitted in support of the local video
proposals.

We then considered the strategic context within which local video would operate and
the extent to which it would support the BBC's public purposes. This assessment was
informed by our analysis of the likely reach, quality, impact and value for money of the
proposed service, set out in section 6 of this document.

Our central assessment is in respect of the proposed launch of local video. We have
also considered the counterfactual: what would happen if proposals are not approved
and BBC local sites evolve over a five-year period with incremental investment, under
the terms of the bbc.co.uk service licence. The counterfactual is presented in section 7.

Our conclusions and recommendations on the PVA are presented in section 8.

Sources of Evidence

As part of our assessment of public value we drew on evidence from a variety of
sources.

From the Executive — in January 2008, the Executive submitted to the Trust a
service proposal and terms of reference for its proposed evidence in support of
local video. Following approval of the terms of reference, the Executive gathered
evidence, which it formally submitted with its application in May 2008. Briefly, this
comprised:

o evidence on the public value created by the proposition

Trust
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2.6

26.1

2.6.2

2.6.3

2.6.4

o an initial market impact assessment
o findings from a series of deliberative workshops

From the general public and industry — we sought representations on public value
from the general public and industry stakeholders. The Trust received 24
responses from industry and organisation stakeholders and 131 responses from
members of the public. These responses have been used to inform the PVA. A
high-level summary of all consultation responses from the general public is included
in annex 1V, a list of stakeholders and the full text of the non-confidential
stakeholder consultation responses is included in annex V. In addition to
considering written responses, we conducted a series of meetings with
stakeholders to gain further insight into their views on the proposals.

From our own analysis — following a preliminary assessment of the evidence
submitted by the Executive, we examined the evidence base and historical and
strategic context; tested underlying assumptions and assertions and requested
further evidence as appropriate.

From additional research commissioned by the Trust Unit — we commissioned
Rosenblatt to undertake consumer research with approximately 130 people
through 16 focus groups and 10 in-depth triad interviews in a range of locations
(Slough, Exeter, Manchester & Bury, Cardiff & Bridgend, Glasgow, Highlands —
Inveraray, Islands — Mull, Belfast & Holywood).

Sharing Information with Ofcom

Throughout the process, the Trust and Ofcom discussed the proposals under
assessment, whilst always being aware of the different roles each was performing and
maintaining independence and confidentiality.

Information was shared except where submitted in confidence or where otherwise
commercially sensitive, in order to ensure that the PVA and MIA were conducted on
the same factual basis.

It should be noted that the Framework Agreement specifically established the joint
Trust/Ofcom group (the Joint Steering Group) to ensure that the MIA is conducted in
a manner appropriate to the PVT and to a suitable schedule.

The Trust’s conclusion on this PVA has been developed independently, without the
input of Ofcom.

Trust
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3. BBC’s Proposals and Strategy for Local News

3.1 The Executive plans to build on its portfolio of international, national and local journalism,

3.2

3.3

3.4

extending reach across a range of platforms and media, see table 3.1. At the same time, it
is committed to a programme of efficiency savings over the five years to 2012/13.

Table 3.1: BBC news provision, by platform

Content/Platform TV Radio Online Mobile Red button
National news audio- P 0] P pP* P
visual

National news audio P P P P P
National news text (0] 0] P P P
Regional news audio- | P 0] P P [SF
visual

Regional news audio P P P P 0
Regional news text 0] 0] P P P
Local news audio 0 P P P 0
Local news audio- 0 0 0 0 0
visual bespoke for

broadband

Local news text 0] 0] P P O+

* On selected models, iPlayer and N96, and/or limited to wireless broadband to avoid bill shock
** This is occasionally made available to audiences nationally (but not on a bespoke regional basis)

***While the stories written up online by BBC local text journalists are, like national/regional text
stories made available via Ceefax, they are only currently aggregated on a regional (not local) basis.
Aggregation on a local basis could be made available after digital switchover.

Finding the best way of meeting demand for programming made for the UK'’s nations,
regions and communities has challenged the BBC since its inception. The BBC's local
ambitions were historically limited by technological and cost barriers. Broadcasting was
based on large regions and determined by transmitter locations, and local coverage fell to
the BBC's network of radio stations. The advent of widely-available, affordable broadband
technology marked a step change, allowing the BBC to establish more locally-based
services.

At the same time, the BBC is witnessing a decline in reach to its regional television news,
particularly among a younger audience (defined by the Executive as under-45s).

In 2007, the BBC published ‘Delivering Creative Future’, a strategic framework in which it
set out proposals for an online news offering, later known as local video. Local video is
positioned as an antidote to the twin challenge of reach and relevance. It has two strands:
an expanded local newsgathering operation and on-demand broadband delivery.

Trust
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3.5 The Executive maintains that local video will help to safeguard the range and quality of
news output by increasing the range of video stories available to linear services.* It hopes
this will address historically poor representation of nations and regions on network news,
by generating more locally relevant material *?

3.6 Local video has its root in earlier BBC pilots for regional services and supersedes plans for
a local television news service.®® These include BBCiHull, a cable television trial, which ran
from 2001 to 2002. The trial delivered local news and information to approximately 7,000
homes,** and there were subsequent small scale off-air trials in Worcester, Wrexham and
Liverpool.

3.7 BBCiHull offered local sports and weather and included a bespoke news bulletin, updated
three to four times a day. According to the Executive, the service demonstrated a strong
appetite for local content, delivered in an on-demand environment, and, in particular, for
‘viewer videos’ and news stories.*®

3.8 It was followed by the West Midlands pilot, a forerunner to local video, which ran from
December 2005 to August 2006. The nine-month trial offered local television news
services, available via broadband and satellite. The content offering spanned news, sport,
short features, weather and user generated content. The Executive points to findings from
the trial as evidence of a growing demand for local content.

3.9 Following licence fee prioritisation, the Executive’s plan for local news was scaled back to
broadband-only delivery, renamed local video and submitted to the Trust in May 2008.

3.10 The Executive hopes that local video will reinvent the BBC's regional and local news
offering: compensating for the decline in the reach of regional television audiences,
attracting a younger demographic®*® and deepening users’ appreciation of BBC local
websites.

3.11 With an annual operating budget of £23 million by 2012/13, the service would add a new
tier of local video newsgathering. It would be available in 60 areas across the UK, most of
which cover an area of more than 250,000 people (and on average, one million);
equivalent to the coverage of the BBC's existing network of local websites and radio
services. In Wales, local sites would be available in both English and Welsh, bringing the

1 Without the material generated by local video, it asserts that traditional linear news services will struggle to
maintain their quality and impact under agreed efficiency targets.

® During the West Midlands trial around 10 stories on average featured on the Midlands Today regular bulletin
each week, and several stories appeared on the BBC News Channel and network bulletins. BBC Management
assessment of public value of local video proposals, P39

¥ These were refined after ‘Delivering Creative Future’, BBC Executive, 2007, concluded that broadband-only
service represented better value for money.

# Which subscribed to Kingston Interactive Television - for historical reasons, Hull has had its own local
telecoms supplier, other than BT, and therefore almost universal cable access.

® BBCiHull was part of a much larger £25 million investment in Yorkshire and Lincolnshire, ‘Connecting
Locally’, which ran from 2001 to 2005. The aim was to demonstrate how a commitment to an overall
broadcast service, across all available media could connect the BBC more closely to licence fee payers.

* The Executive maintains that the centre of gravity of audiences for local video is likely to be the 25-44 age
group.
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total number of local services to 65. (A summary of the proposals can be found in annex

1)

3.12 On average, up to 10 new local video stories would be created per day in each local area,
adding up to no more than an average of 20 minutes per day, with up to three additional
short daily bulletins for news, weather and sport. A summary of local video content can be
found in table 3.2, below.

Table 3.2: summary of local video content

Content type Definition Frequency Limit
Wideo Stories News and related items: politics, social issues, Upto 10 new Up to 20 minutes
education, health, crime etc stories each day, | per day in total,
available far across all stories
Sports news: coverage of minority sports and local on-demand
treatment of major events (football, rugby etc)” wigwing

Cornrmunity and local life: & limited amount of
content linked to ar deriving from linear BBC content
on science, nature, outdoors, heritage, history, arts,
culture, faith etc, and a limited amount of video user
generated content, produced in collabaration with
the BEC

throughout the
day

Yideo Bulleting

Mews summary
Sports summary
Weather summary

Up to 3 daily
bulletins of each
genre for each
area

Mormally
45-80 seconds
per bulletin

Live Streams

Occasional live streams of key local events to each
of the B0 areas

haxirmuem of 10
per year per
area

Mot applicable

' The pravision by BBC Sport of live and on-demand sports coverage on bbe.co.uk in line with the
service licence (.9, Wimbledon, Six Mations Rugby or Football League) is outside the scope of this

assessment.
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4. External Context

4.1 As a starting point, we considered the wider environment within which the BBC operates. A
growing appetite for on-demand content and heightened interest in local issues form the
rationale for local video. Locally produced news plays a significant role in forming a sense of
place, whilst personalised, on-demand content is shaping audience expectations.

4.2 Audiences attach importance to news for the nations and regions.®” ‘Local Matters’, a 2008
study by the Newspaper Society found that people are strongly connected to local issues
and that their ‘attitudes, opinions and priorities vary significantly by region’. This was
reinforced by Ofcom in its second public service broadcasting review* which found that
audiences see the provision of local news and information as among the most important
areas of public service content.

4.3 The UK has a long tradition of local media; 40 million people read a local paper in print,
according to the Newspaper Society, whilst 25 million people listen to local commercial
radio each week.* The industry is anchored by strong regional and local media, spanning
1,300 newspapers, 1,100 commercial local websites, 750 magazines,*® 336 local commercial
radio stations,* a growing number of local community radio stations, nine community
television channels* and numerous niche sites serving local areas and communities.

4.4 Despite strong demand for local news, commercial operators are under pressure. The
newsprint industry is contracting. A long-term decline in print, exacerbated by the growth of
the internet and the advent of vertical specialist websites competing for recruitment,
property and auto advertising, has disrupted traditional publishing models.

4.5 In response, publishers have established digital operations in an attempt to offset print
decline. Others have diversified, for example, in 2003 Guardian Media Group (GMG)
acquired Trader Media Group which owns the highly profitable Auto Trader brand, a
specialist auto website. In a separate move, it also launched in 2006, Channel M, a
free-to-air local television channel for the Greater Manchester area.

4.6 The economics of television delivery of local services are uncertain. Like other local
television services, Channel M is broadcast using analogue spectrum. However, the UK'’s
analogue television signals will be switched off, region by region, between 2008 and 2012
Ofcom’s market-led approach to the release and award of digital spectrum makes it less
likely that local television services will be able to secure valuable spectrum, as costs will
increase.®

¥ Ofcom, New News, Future News, July 2007, p24, BBC local video Public Value Assessment, 2008, p18

¥ Ofcom, Second Public Service Broadcasting Review — Phase 2: preparing for the digital future, 2008, p67

¥ RAIAR, 2008, this compares with 9 million to BBC local radio

2 Newspaper Society, Annual Review 2007/08

! In addition to 40 BBC local radio stations across the English regions and six national services, The
Communications Market Report, Ofcom, 2007

“2 Those licensed by Ofcom only, this figure excludes those broadcasters with no interest in local news and
broadband only players

3 The approach to DDR spectrum award is market based and technology neutral and no spectrum is currently
being reserved for local TV. Certain packages are being made suitable for local TV, but not exclusive for that
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4.7 National broadcasters are also struggling. In its second public service broadcasting review,*
Ofcom cautioned that the current model for news may be commercially unsustainable,
signalling a possible future shortfall in commercial provision. In its 2007 review, Ofcom
recognised that nations and regions programming was ITV’s most expensive contribution to
public service broadcasting. The declining value of gifted analogue spectrum and increased
competition for viewers signal a reduction by ITV in its regional news output over the
period under review.

4.8 A relaxation of ITV’s obligations in several areas, including regional news, looks likely and
may include fewer regions, from 17 to 9,° a reduction in the weekly volume of regional
news and in network current affairs. At the same time, ITV is set to increase its local focus
with its network of local websites, as it pursues a slice of the £2.8 hillion UK online
advertising market.*°

4.9 Despite a focus on multiplatform strategies and a scaling back of regional linear services,
television remains the primary source of information by some margin for UK and world
news.*’ In its second PSB review,*® Ofcom identified interest in local content but relatively
little support for the internet as a substitute for television in the provision of nations and
regions programming. With little prospect of digital spectrum being made available for the
delivery of local television news, broadband delivery offers a cost-effective alternative, but
poses a challenge for public service providers with universal access obligations.

use. Geographic interleaved packages have been finalised for Cardiff and Manchester areas. Source:
http://www.ofcom.org.uk

44 Ofcom Second Public Service Broadcasting Review — Phase 2: preparing for the digital future, Ofcom, 25
September 2008, section 5

“In 2008, Ofcom proposed to accept ITV’s proposals for a reduction in the broadcaster’s regional news
output, from 17 news services in England and the Scottish borders to 9. Ofcom Second PSB Review Phase 2:
Preparing for the Digital Future, p.10

6 Online advertising is the third largest segment of the UK advertising market after press and television,
growing rapidly, up 38% to £2.8 billion in 2007, against total advertising market growth of just 4.3%, MTM
2008, pp.9

47 Ofcom Communications Market Report, 2008, Ofcom second PSB review, September 2008, p.67

8 Ofcom PSB review survey, 2007, Ofcom Second PSB Review Phase 1: The Digital Opportunity, figure 52,
p.117
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5. Perceptions of ‘Local’

5.1 We start with a definition. ‘Local’ is a nuanced concept, which means different things in
different places and at different times. The difficulty in defining local was raised by Professor
Roger Laughton in his study for the Executive on the BBC West Midlands trial.* In very
broad terms, local news is location specific with a limited lifespan and archive value. A widely
accepted and useful definition comes from Ofcom in its 2006 Digital Local study:

Although different services may target communities of different sizes, we
define ‘local’ services as any targeted at geographic communities ranging
from a neighbourhood of a few hundred or thousand households, to a major
metropolitan area with a million or more inhabitants. This includes services
that are intended to meet the needs of particular population sub-groups (such
as minority ethnic audiences) who may be dispersed over larger areas, but
still have some element of geographic concentration.

5.2 Employing a similar approach, the Executive defines local as ‘typically covering a county or
conurbation of more than 250,000 people (and on average around one million), equivalent
to the BBC'’s network of local radio services and local websites’.*

5.3 Research by Rosenblatt commissioned by the Trust adds another dimension; people’s
perception of local constantly shifts, driven by work, home-life and school. Those living in
rural communities attach importance to news from neighbouring communities,> whilst city
dwellers employ more rigid definitions of local.®

5.4 This general view is reflected by the Executive in its application: 3

The primary issue is that most people find it hard to define what their region actually is. In focus
group discussion, most people express some difficulty in describing their region and its
boundaries (this is not helped by confusing regional TV reception in many areas). Sometimes
they think in terms of administrative boundaries. At times, people’s sense of region might equate
roughly to a particular city or to a particular county, or they might think in terms of a broader
area such as ‘the South West’ or ‘the North'. Regional attachments, while present, tend to be
relatively weak (strongest in the south west and the north east of England), and people tend to
identify most strongly with their neighbourhood, town and city, particularly in England.

5.5 At its most local, interest is rooted firmly in the specifics of daily life ranging from council
services to church fetes. Significant news, such as hospital closures, school boundaries and

9 The BBC'’s Local Television Pilot in the West Midlands, An Independent Assessment, Roger Laughton, 2006
% | ocal Video Public Value Test, Description of Service, June 2008, p.3

% Research by Rosenblatt (2008) found that people tend to structure their local interests in a hierarchy, where
news and events gain importance with proximity.

%2 Those living in urban areas commonly identify two distinct local areas of interest: a central core area,
typically where they live, and a secondary area, often a city centre, where they work or socialise.

%3 BBC Management assessment of public value of local video proposals, 2008 pp.20-21
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crime statistics, concern a larger catchment. At this level, people often rely on regional
television, local radio and regional press. Sport and community events can act as social glue
and people are hungry for coverage (these last points were reinforced by findings from the
2001 Hull trial and also by our own research®).

5.6 There is thus no single definition of ‘local’. In this PVA, we have therefore sought to reflect
different views appropriately.

5.7 Having explored perceptions of local, we now consider the BBC strategy for local news,
within which proposals are framed.

% Audience research undertaken for the Trust by Rosenblatt, 2008

Trust

23



6. The BBC Trust's Assessment

6.1

6.1.1

6.1.2

6.1.3

6.1.4

6.2

6.2.1

6.2.2

Introduction

The Executive maintains that local video news, bespoke for broadband, marks a step
change in BBC provision and that its introduction would strengthen the BBC local
proposition. What is less clear is whether it will broaden reach of BBC content,
particularly to underserved groups, sufficient to justify the investment.

At the core of our assessment is what the audience wants. In assessing public value, we
had to be sure that the delivery platform was appropriate to the content proposition. In
other words would those most likely to seek out local news do so in a broadband-only
environment? Further, we had to satisfy ourselves that broadband would not act as a
barrier to participation and, at a time when existing news services are under pressure,
that this represented an appropriate use of licence fee funds.

In assessing public value, we also take account of the wider media market and the level
and quality of local provision. Regional media markets have different competitive
frameworks and characteristics which may provide some justification for BBC expansion
at a local level.

Before moving to our central public value assessment, we consider the ‘purpose gap’ in
local provision and assess the importance to consumers and citizens of closing it.

Public Purposes and the Performance Gap

There are six public purposes, illustrated below, and every BBC service should further
them in some way. Those highlighted here have particular relevance for local video.

Figure 6.1: BBC public purposes

1
Sustaining
citizenship

4.
Represanting
the UK's
and civil nations,

society

regions and
commun ites

The Executive believes the proposition will help the BBC meet its public purposes and
close the gap between the importance that audiences attach to the BBC's local role and
their view of current performance.®

% Helping to build digital Britain serves as a secondary contribution, by widening access to digital media,
improving media literacy and targeting underserved groups, BBC Management’s Assessment of the Public Value
of its Local Video Proposals, 2008.
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6.2.3

6.2.4

6.2.5

6.2.6

Audiences attach a high value to national and regional news and see it as an important
part of the BBC’s remit*® But in a fast-changing media environment, the effective
fulfilment of the purposes is under strain, as evidenced by research conducted by the
Trust into the purpose remits in 2007:%’

Sustaining Citizenship and Civil Society

Regarded by licence fee payers as one of the most important purposes, BBC
performance is considered to be strong.®® Those within the devolved nations of
the UK consider that it could do more to help them understand constitutional
affairs. Audiences also have concerns about the way devolution is reflected in
network news coverage.

Representing the UK, its Nations, Regions and Communities

Whilst not considered a key priority for licence fee payers, it remains an
important part of the BBC remit with considerable performance gaps.>® The
perception of under-performance is common to all age and socio-economic
groups but this masks regional and demographic differences. Groups in Northern
Ireland and Scotland are among those with the lowest approval rating. Age and
social grade are also factors; those aged under-45 in lower income groups tend
to rate the BBC poorly.

The Executive maintains that two fundamental shifts are shaping attitudes and
contributing to the purpose gap:

an increased interest in local
the long-term shift from linear to on-demand news consumption

It maintains it must modernise its portfolio of news services and develop
cross-platform editorial propositions to supplement existing output and deepen users’
appreciation of BBC local websites (figure 6.2 outlines existing services). It believes an
on-demand local video news offering will help the BBC meet its public purposes and
close the purpose gap.

A stated ambition is to extend reach to a younger audience, defined by the Executive as
the under-45s.%° An expanded local newsgathering operation would, it maintains, help
sustain the reach and impact of the BBC's local news provision and safeguard the
delivery of the citizenship and community purposes.

% Ofcom’s Second Public Service Broadcasting Review — Phase 1: The Digital Opportunity, pp. 36 (the top
public priority for programme types on the main TV channels was news)

5 http:/iwvww.bbc.co.uk/bbctrust/framework/purpose_remits.html

% BBC Trust Purpose Remit research, 2007

% |t is among the largest for any of the BBC’s public purposes. The provision of a range of output to meet the
needs of the nations, regions and communities was also identified as an area for improvement, BBC Trust
purpose remit research, 2007

% The Executive believes that the centre of gravity of audiences for local video is likely to be the 25-44 age

group.
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Figure 6.2: BBC regional television, radio and online news services across the UK

» Stomeoway
MAMES IN BOLD CAPITALS 51 * Imwernezz
showw BEC Television regions
B BEC local radio station 53’ * Abardaen L] Lru_lrksn
Radie Shetland
& BET production centre
in the Maticire.

BBC SCOTLAND

Radie Scotland

Ragie Man Gasgheal o o

-19' m Kiriwal

« Claggow * Eﬂ?ﬁ-ﬁ' Radio Orkney
+ Sakik
g "
Cumbrics # - BRadio Mescastle
lmma
BBC MORTH EAST 4
& CUMBRIA B Fadio Cleveland
I 3 i
BEC YORKSHIRE
W FadioYerk
B Radio Leeds
Fadie Lancashire ® B Radie Humberiide
BBC MORTHWEST [
Ll ”
| e W Radio Masfolk
L‘" i g Aadie Cambridgezhice

B BEC Exsex

BEBC CHAMMEL

ISLANDS

W Radio Guernsey 45 4-‘} ...

46 B Radic Jervey Radis Cormwall m
BBC LOCAL WEBSITES

EHGLAHD 22, Hereford & Worcester 46, Jersey

1 Cumkiria 23, Gloucestershire 47. lzle of Man

2. Tyne [Mewcastle) 24, Covertry & Wawickshire

3. Wear 25. Monthamptonshire SCOTLAND

4. Tees 26. Cambridgeshire 48. South Scotland

5. Morth Yarkshire (York) 27, Morfolk 48, Glazgow & West

B. Lancashire 268, Suffolk Scotland

7. Bradford & VYest 29. Essex S0, Edinburgh & East of
“orkshire 30. Buckinghamszhire Scotland

8. Lancaszhire 31. Beds & Hertz 51. Tayszide & Central

9. Humber (Humberside) 32, Oxford Scotland

10. South Yorkshire 33. Bristal 52. Highlands & |slands
[Sheffield) 24, Wiltzhire 53. Morth East Scotland

11. Manchester 359, Berkshire

12. Liverpool (Merseyside) 36. London WALES

13. Cheshire 37, Kent 54, Morth East Wales

14, Staffordshire (Stoke) 38, Suszex 55, Morth West Wales

135. Derhy 39. Surrey 96, Mid Wales

16. Mottingham 40. Hampshire (Solert) 57. South East Wales

17. Lincolnshire 41. Daorest 55, South West Wales

18. Leicester 42, Somerzet

19. Birmingham 43, Devon HORTHERH IRELAHD

20. Black Courtry 44, Corrrevall 59, Foyle &West

2. Shropshire 45, Guernzey GO, Belfast & East

Trust

2? -:h.uio Suffelc

26



6.2.7 We can see that there is potential for proposals to fit with and further the BBC's public
purposes and wider strategy, a possible remedy to the twin challenge of reach and
relevance. As a local news-based offering, it may reach a broader area of the UK and
better represent regions poorly served by BBC news, in particular those in Northern
Ireland and Scotland, where approval of the BBC is at its lowest.

6.2.8 The extent to which local video will ultimately contribute to the public purposes rests
on its ability to reach key audience groups,® thereby generating public value. The
Executive hopes that local video will widen the age profile of BBC regional and local
news by attracting a younger audience. Those under the age of 45 are therefore a key
group.®> However, as part of our assessment, we have also considered how far the
proposal will address audiences identified in the purpose gap research. In this PVA, we
have focused on the underserved as being, in particular, those in the devolved nations, in
some English regions® and those aged under-45 in lower income groups.

6.2.9 Before we can assess the likely contribution of proposals, we need to understand the
shift in audience expectations. As a starting point, therefore, we examine factors
underlying the purpose gap.

6.3 Factors Underlying the Purpose Gap

6.3.1 The Executive believes a gradual decline in reach of the 18:30 news bulletin on BBC One
is due to a long-term shift from linear to on-demand and to an increased interest in
‘local’® It maintains consumption patterns are changing rapidly as video becomes
increasingly common online and delivery mechanisms improve.

6.3.2 The picture belies a more complicated reality. Average audiences to the 18:30 bulletin
fell from over 6 million in 2001 to 5.2 million in 2007.%° Some regions fare better than
others; in Wales, the East and the South West of England audience share of the bulletin
remains relatively strong, at 35%, 33% and 31% respectively, but London (24%), the
North East and the Border regions (both 20%) perform poorly.66

6.3.3 The figures are worth a closer look. Falling audience numbers may be attributed to
other factors, rather than a diminishing appetite for regional news. Londoners, for
example, are among those least likely to watch evening news bulletins. Regional news
tends to have a slightly higher reach among C2DE socio-economic groups,®’ and London
has a higher proportion of ABC1s (63% against a national average of 54%). It also has a
higher proportion of young adults aged 16-34.°® Many working in and around London

® Which are currently underserved in the provision of local content or rate the BBC's performance, in
representing the UK, its nations and communities in particular, as low.

82 Although local video is designed to serve all audiences with an interest in news and information about local
communities, those under 45 are a key group

6 Away from the South East

& BBC Management assessment of public value of local video proposals, 2008 p5

% BBC Management’s assessment of the public value of its local video proposals, 2008

% Ofcom’s Second Public Service Broadcasting Review — Phase 1: The Digital Opportunity, Figure 50, pp. 112
%7 Viewers of the Six and the regional news slots tend to be older with a skew to C2DEs compared with
audiences for the News at 10 slot. Source: BARB, profile of viewing, July 2001 — June 2002 versus July 2007 —
June 2008.

% Demographics for the BARB universe supplied by the BBC Executive

Trust

27



commute to and from work, often missing the 18:30 bulletin.%® Those using public
transport have ready access to a host of local and regional newspapers, including four
free daily titles, City AM, Metro, thelondonpaper and London Lite.

6.3.4 The age profile of the 18:30 bulletin contrasts somewhat with that of the wider UK
population. (Figure 6.3) The over-55s in particular are disproportionately represented.
The gap is less pronounced among those aged 35-44 (a key demographic for local video),
who represent 15.3% of the population and make up 13% of the audience.

Figure 6.3: UK population aged 16+ versus age profile of 18:30 news bulletin
100%

90% 16.0
32

702/0 I W 55-64
0

40% G @ 35-44
30% 0 25-34
20% 13.0 O 16-24
10% 11.9 8
0% ‘ -
Total Population Viewers to 18:30 Bulletin

Source: ONS mid-2006 population data, BBC PVA application, based on Q4 2007 viewing figures

6.3.5 The proportion of viewers aged 35-44 has remained steady (table 6.1). But this masks
real losses. In quarter 4 of 2001, average three-minute weekly reach to the 18:30 news
programme was 19.6 million viewers. By quarter 4 of 2007, this had fallen to 16.2
million. In the six years to 2007, the programme lost over three million viewers, ™ of
these, 255,000 were aged 35-44. The decline is most pronounced among the young; of
all viewers lost over this period, 1.5 million were aged 16-34.

Table 6.1: age profile of the 18:30- nations/regional news’

Adults 2001 (% of total audience) Q4 2007 (% of total audience)
65+ 28 32

55-64 16 20

45-54 15 16

35-44 13 13

25-34 12 8

16-24 7 5

6.3.6  Whilst reach to the under-34s has dropped, top line figures conceal wide regional
variations. The reach for this age group remains strong with West at 20.4%, Midlands

% Many are still commuting or working at this time — for instance, the distance of the average commute has
risen by 16 per cent over the past 10 years, BBC Management’s Assessment of the Public Value of Local Video
Proposals, 2008, p22

© BBC Management assessment of public value of local video proposals, 2008, p25

™ BBC Management assessment of public value of local video proposals, 2008, data taken from figure 8, pp. 25
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East at 19.6% and the North and Ulster both at 17.7%.”* This could be explained by the
high proportion of 16-34 year olds who live in these areas. The Executive maintains that
the unique political and social conditions in Ulster generate a strong appetite for news
among young people living there (higher than the UK average). It also points to strong
approval ratings of the BBC generally in the South West and West to explain a higher
reach in these regions.”

6.3.7 More generally, it is not clear whether reach to the bulletin will continue to decline at
the same rate or plateau as digital switchover nears completion.”* Improvements to the
regional news bulletin may be another way of maintaining reach to a younger audience
and halting (or slowing) the decline. We note that the introduction on BBC1 earlier this
year of a short news bulletin at 8pm on week days has helped to attract underserved
audiences, including new and younger viewers.”

6.3.8 Other more general factors are at play; multi-channel television exerts a pressure on
PSB audience share,”® whilst the internet competes for viewing time.”” A cohort of 16-
24 year olds is experimenting with new media. The key question is whether this level of
activity marks a generational shift.”® Such analysis is beyond the scope of this paper and
the Executive admits relatively little appetite for local news among this group.

6.3.9 Having examined some of the factors underlying the purpose gap, we move to the
central part of our assessment.

2 Source: BARB, Reach of viewing by BBC region to BBC One regional news slot amongst 16-34s, July 07 —
June 08

™ During discussions with the Executive as part of this assessment

™ Digital switchover has ushered in multi-channel television and led to greater competition for audiences.

™ The summary added 1.7 million additional viewers to BBC News and 576,000 were 16-34s. Overall reach
was up 3%, source: 8pm News Summary, Delivering Creative Future, BBC 18 January 2008

® Whilst the BBC has actually increased its share in multichannel homes from 29.5% in 2002 to 31.2% in

2007, the reach of multichannel services, taken as a whole, increased between March 2004 and March 2008,
gaining 27 percentage points over the period. Ofcom Communications Market Report, 2008, p222. Additional
research found that under-34s in multi-channel homes devote less than half of their viewing to the five
terrestrial channels, compared with 70% among over- 55s, source FT, 2 March 2004

" The Ofcom Communications Market Report, 2008, pp.29, stated ‘It looks increasingly clear that this drop [in
broadcasting consumption] is partly a function of the rising use of the internet'.

® Those under 24 are typically light television viewers; the long-term question is whether they will turn to the
18:30 bulletin over time, whether on television or on-demand.
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6.4

6.4.1

6.4.2

6.4.3

6.4.4

6.4.5

Summary of the Trust's Assessment of Public Value

The concept of a local video, on-demand service has attracted broad support.” But if
the principle appeals, it leads quickly to a debate on whether broadband is an
appropriate delivery platform and, on a fundamental level, how local the BBC can, or
indeed should, be.

On one hand, demand for local news appears strong. Whilst usage of the internet as a
source of local news is growing — albeit from a small base — consumption is still largely
driven by convenience; print media, radio and television all play a central role. This is
most pronounced among the over-34s and those with children, who, our research
suggests, typically have less time to search actively for content.®

For the under-35s, the internet is used somewhat more routinely but interest in local
news is typically weaker among this group.® Whilst users of commercial local news sites
tend to reflect the wider population,® providers have more latitude in developing
editorial propositions specifically targeted at a younger market, beyond the confines of
‘news’ as defined by the BBC agenda.

Broadband represents a barrier to use, both in terms of access (for low income groups)
and the way in which people consume local news. (We consider this point further
below.) Socio-economic factors influence take-up, and low income groups are generally
less well represented online. Low approval of BBC performance®® is typically more
pronounced among these groups. We are not persuaded therefore, that local video will
reach these groups in sufficient numbers to close the purpose gap. Likewise, we have no
compelling evidence to suggest that those in Northern Ireland and Scotland are more
likely to use local video. Meanwhile, whilst 35-49 year olds are well-represented online,
those aged over 34 tend to spend proportionally less time there due to competing work
and family commitments.®

Whilst we accept the role of the internet in delivering news we do not believe that local
video will compensate entirely for the decline in audience for the 18:30 news bulletin.
Findings consistently support demand for local news delivered via television.®® Spectrum
scarcity and cost limit®® the BBC delivery to broadband, but this represents a misfit
between ‘medium’ and ‘message’.?’” It also raises the question of how local the BBC can

™ Many respondents to our public consultation were in favour of the proposals. Refer to the Dipsticks report,
published with this PVA. Audience Councils also welcomed efforts to improve local representation, whilst
Council for Northern Ireland signalled concerns about the delivery platform.

8 Rosenblatt research for the BBC Trust, 2008

8 There is a range of views on the appeal of news to younger audiences. We accept some interest in local
news among this age group, as evidenced by usage data supplied by the Executive for the BBC London website,
which suggest 15% of users are aged 16-24. However, the Rosenblatt research indicated that interest is
stronger among older audiences and those with children.

8 Based on some of the evidence provided to us in stakeholder submissions and in discussions

& |n representing the UK, its nations and communities in particular

8 Rosenblatt research for the BBC Trust, 2008 and Ofcom Communications Report 2008

& Ofcom, PSB review survey, 2007, Ofcom Second PSB Review Phase 1: The Digital Opportunity, figure 52,

p.117.

8 On the DTT platform
8 Further it suggests that local provision is made across more than one platform.
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and should be. We note that commercial news providers are embracing local video
news, but also that they have more latitude with editorial agenda and a remit that
encompasses listings and directories — of more practical value and wider appeal.

Taking these factors into account, our own projections suggest that local video will
reach between 2.3 and 4.2 million UK households by 2013/14, groups that, in the main,
already consume BBC online content,® without any significant extension in reach to the
underserved and low approvers.

Against this background the Trust has looked closely at value for money, including the
wider affordability of proposals at a time when pan-BBC costs are under pressure. In
our view local video does not provide value for money, especially given the limited uplift
in reach to key groups and access issues for non-broadband users.

On balance, whilst we believe the proposal generates some public value, we do not
consider it sufficient to justify the scale of investment. We set out our reasoning in the
section that follows, taking into account reach, quality, impact, costs and value for
money.

Who Will Use Local Video?

The basis of our assessment is whether a broadband delivery local video news offering is
the most effective way for the BBC to fulfil its local remit.®® Put another way, would
people use the service in sufficient absolute numbers to justify the investment and would
it extend reach to underserved groups identified by both the Executive (as being, more
generally, the under-45s) and by the Trust purpose remit research (those in the
devolved nations, in some English regions and those aged under 45 in lower income
groups)?®

The Trust undertook a detailed analysis of reach.”* Before setting out our conclusions,
we deal with a specific, but related, aspect of the application: broadband availability.

Broadband availability

Broadband availability is now in 99% of households; in 2007 it extended further into
rural areas and faster connection speeds are more widely available,® but variations in
uptake persist (table 6.2).

® This compares with reach to BBC local online content for the year end March 2007 which was estimated to
be 2.1 million households.

% |n terms of the number of users and the consumption of content.

% For proposals to fulfil the public purposes they need to reach users but it is also important to assess where
those users may come from.

L A full analysis can be found in annex II.

2 The Communications Market 2007, Nations & Regions, Ofcom, however, some stakeholders raised concern
about performance in certain areas.
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Table 6.2: UK broadband penetration by households, Q1 2008, source Ofcom

Nation % Households with Broadband

UK Average 57
England 58
Northern Ireland 52
Scotland 53
Wales 45

6.5.4 Platform choice is a key consideration. Whilst 80% of the UK population consumes BBC
news every week,® reach to low-income groups is weaker (figure 6.4). Among
households in the top 20%, 87% have an internet connection. This compares with 18%
of households in the lowest quintile, an absolute difference of 69 percentage points. The
gap between the highest and lowest quintiles has widened since 1998-99, when it was 24
percentage points.®*

Figure 6.4: BBC claimed reach across all platforms®
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Source: BBC TV News Audience Research 2008

6.5.5 Socio-economic group is more of a factor than age in broadband take-up,’® (figure 6.5)
but interest in local news is common to high and low income households.®” In Glasgow,
for example, where the percentage of low-income households is higher than the national
average, broadband penetration hovers around 32% (this compares with 62% in London
and a national average of 58%).”

6.5.6 Meanwhile, the combined cost of broadband connection and PC equipment may put the
service beyond the means of low income households (according to Ofcom, take up in
Glasgow is probably constrained by lower than average ownership of PCs).* As
Scotland’s largest city, Glasgow is home to around 40% of the population.® This is

% 70% BBC TV news, 52% on radio and 12% online, source: Journalism report by Mark Byford, 2007 quoting
PBTS (Pan BBC Tracking Survey), BARB, RAJAR and an extrapolation of Sage data.

® Social Trends Report, 2006, Office for National Statistics; Ofcom also found significant differences in the
household penetration of communications services by socio-economic group. The UK Communications
Market Report, 2008, pp.333

% BBC TV News, Audience Research 2008

% Broadband take up stands at 64% for the under-45s compared with 53% for the over-45s

” BMRB Report 2008 — BBC Local Video Service, p9

% This refers to the Glasgow Local Authority area, Ofcom Nations and Regions Report, 2008, UK summary
http://www.ofcom.org.uk/research/cm/cmrnr08/uksummary.pdf. Broadband reach is significantly below the UK
average in other regions, including Humberside, at 40% and the Black Country, at 49%.

% See footnote 73

190 Ofcom, The Communications Market Report, Nations and Regions: UK, 2007, pp.22
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particularly important in the context of weaker BBC news provision in the devolved
nations (figure 6.2). It is also worth noting that a higher proportion of those with
disabilities live in poverty.*®

Figure 6.5: Broadbhand take-up by socio-economic group, source: Ofcom 2008

a0%

mABCHT

C20E

8%

LIk

EE

England

Scotiand
3
M freland

6.5.7 We accept the Executive’s argument that broadband penetration is increasing, but also
note that growth has slowed. Many European countries are beginning to plateau
according to the Broadband Stakeholder Group (BSG).X? Our own modelling supports
continued growth in broadband penetration over the next five years. However, in the
current economic climate, future growth is uncertain and may mask regional variations.

6.5.8 Whilst broadband penetration rates among different socio-economic groups may
converge over time we have not seen any compelling evidence to suggest that the
disparity will recede, especially in the current economic climate. Whilst the Government
has signalled its desire to increase broadband penetration, significant barriers in terms of
price and IT training are likely to persist for some time. Hence we believe it will take
significant intervention to bridge this divide.*®

6.5.9 Given DTT spectrum constraints, we agree that broadband can, in some circumstances,
be an effective platform for the delivery of news. We note the view offered by the BSG
that, in the very long term, broadband connectivity will take a similar place as other
utilities in its importance to households, and almost everyone will have access. However,
we also note that, in the medium term, cost, skills and technical feasibility will remain a
barrier to participation for some groups.'%*

101 The Monitoring Poverty and Social Exclusion Annual Report, UK - New Policy Institute and Joseph
Rowntree Foundation, 2005 found that three out of every 10 disabled adults of working age are living in
poverty in Britain

192 The level of penetration at which markets are reaching a plateau varies across the EU, for example
Scandinavian countries have a higher penetration than the UK. However, there is certainly a trend toward
growth slowing across the developed EU markets. The levels of penetration achieved vary, but in each case a
significant minority of households do not have broadband connections.

103 By the UK Government

1041t is likely that in the long term broadband connectivity will be equally as important as other utilities to
households, and almost everyone will have access. Performance and cost are barriers to inclusion in the short
and probably medium term for some groups — Trust Unit meeting with the Broadband Stakeholder Group,
September 2008. Some stakeholders also raised concerns about broadband performance in certain areas.
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Will local video extend BBC reach?

Reach measures the number of people who access BBC content. It is a key driver of
public value. Clause 12 of the Framework Agreement requires the BBC to do all that is
reasonably practicable to ensure that audience groups can access public services in a
range of ways.

More generally, it is the BBC’s main objective under Article 3(2) of the Charter to
promote its public purposes. This necessarily involves increasing the number of people
consuming its content overall. But reach is not just about the total number of people
using BBC services. On-demand delivery makes it easier for audiences to access content
at a time of their choosing and public value is generated if this helps to maintain or
increase consumption levels.

Similarly, the BBC has a role in serving minority and underserved audiences. A further
useful measure of reach, tied to achievement of the public purposes, is the extent to
which BBC content reaches particular groups.

Our assessment of reach then rests on three pillars:

Will it increase, maintain or reduce total reach and consumption of BBC
content?

Will it reach particular groups having special relevance to the public
purposes as described above?

Will it compensate for the decline in reach of the BBC’s regional news
bulletin?

In arriving at our conclusions, we have drawn on a range of sources and undertaken our
own research to better understand audience demand for a local video based news
offering. Discussions with Ofcom meanwhile allowed us to establish a shared
understanding of likely uptake. Our full assessment, including a critique of the
Executive’s methodology, is set out in annex Il. What follows is a summary of our
conclusions on reach with regard to the three strands of our assessment.

Estimating average weekly reach is somewhat speculative. There is a wide range of
operational, social and market factors at work.'® Whilst some can be predicted with a
degree of accuracy, others are harder to gauge. This is especially true where the
product or service is new, as is the case here. Given these uncertainties, we relied on a
range of projections, rather than a spot estimate, set out in table 6.3.2%

Table 6.3: local video reach estimates as a % of all UK households
Year 2010 2011 2012 2013 2014

Reach % 24-48 4.6-8.9 6.5-12 8.1-145 |8.2-147

105 A full analysis can be found in annex II.

1% In line with the Executive's application, we modelled reach for local video from launch in 2009/10 to
2013/14. This five year period encompasses the first year (2013/14) in which spending will be unchanged from
the year before and is likely to be more predictable than the longer term.
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The gradual deployment of local video means it is unlikely to reach a relatively steady
state from a national perspective until nearing the end of the forecast period. We
believe, therefore, that the most relevant estimate of reach is our forecast for 2014; 8.2-
14.7% (or 2.3-4.2 million households).’

Our results are consistent with the Executive’s forecast of average weekly reach for
local video (11.4% or 3.2 million households by 2013/14).*® Ofcom forecasts for local
television provide a cross-check; in its 2006 Digital Local study it assumed a 10% reach
in broadband households for local online video services from independent providers.109

We therefore believe that the Executive’s approach at the national level is reasonable.
That is, that the introduction of local video would result in an incremental increase in
reach of the local sites. However, we do not believe that the variations in reach by
individual area in the model are supported by sufficient empirical data. A detailed analysis
of the approach employed by the Executive revealed inconsistencies that we set out
below.

Having established weekly reach at a UK level the Executive adjusted its estimate to take
account of regional variations in demand for the service. Demand was weighted
according to a number of demographic and geographic factors. This tended to reduce
reach in metropolitan and urban areas but increase it in rural areas and the nations.**

The Executive maintains that by 2013/14 the percentage reach for each local area will
range from a low of 3% in London to a high of 21% in Mid-Wales.*** We found no
compelling evidence to support either the magnitude of direction or degree of variation
in reach between areas. In particular, we are not persuaded that the Executive can fully
justify its assumptions that reach will be significantly lower in metropolitan areas and
higher in non-English regions.

Whilst audiences in the nations are generally more critical of a lack of BBC provision we
found no evidence that they were more likely to use the local video service."® We also
note that broadband take up in Wales is below the UK average. Similarly, in the BBC
England Annual Review 2008, the BBC London local site performs strongly.*** The
Executive asserts that, as the UK'’s capital city, London had a higher proportion of

197 Reach estimates for earlier years represent a proportional increase from current reach levels for local sites
to our estimates for 2014. The Executive maintains that new users will be brought to the BBC's local online
content by Local Video, with the service forecast to add an incremental reach of over one million UK
households by 2013/4.

198 Annex Il sets out the Trust's detailed consideration of the Executive’s reach model and the reasons for its
assessment that the Executive’s forecast for weekly reach is a reasonable and reliable basis for the Trust's

analysis.

199 The adjustments are discussed in detail in annex Il.

10 A full discussion can be found in annex Il

11 This equates to an estimated 112,000 households in London and 20,000 households in Mid Wales. These
estimates were made after taking into account population density, demand in non-English regions and
urban/rural split.

112 Rosenblatt research for BBC Trust, 2008

113 BBC England Annual Review, 2008, p48
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nationally significant news stories. We accept the point but it does not address the low
reach outlined in the application.***

We did not obtain compelling evidence to suggest that demand for local video among
broadband users would vary significantly by area. Indeed, the evidence we did obtain
often generated conflicting results. We believe that, in reality, demand for local video is
likely to be highly dependent on factors specific to each area, such as:

the quality of the local news team
the nature of issues which can or will be addressed
the competitive landscape in terms of local news provision.

We also accept that there may be slightly higher demand for local news in rural areas
(whilst allowing for any issues with broadband performance) and reflected this in our
model.

It is reasonable to assume that a key driver of inter area variation is likely to be
broadband penetration.™™ As part of our assessment, we utilised external forecasts for
broadband penetration from a number of sources including Ofcom, the Executive and
third party stakeholder submissions.*®

We estimate that the average UK broadband penetration of UK households will be in
the range 66%-72%"" by 2014, with a mid point of 69%. In particular, we believe that it
will grow faster than the Executive’s estimates in some regions, particularly London and
the South East but slightly slower in others such as Humberside and Glasgow.118 We
have been relatively conservative in our estimates. Whilst it is possible that strong
Government initiatives will increase penetration, we believe that their implementation is
sufficiently uncertain not to give weight to their impact.!*

In arriving at our final projections for local video we accept that much depends on
operational, social and market factors, which are difficult to assess ex ante. However, we
believe our estimate of 8.8-14.8% reach by 2014 is reasonable. We also accept that the
introduction of local video will, in the main, increase consumption among existing users
of BBC local sites, and deliver some incremental reach to new users. Our estimate of
reach to each geographical area is set out, in the form of a chart, in annex II.

114 We encountered various difficulties in assessing the reach of individual BBC local sites over the period
under review. Existing data on BBC local sites are limited, measured in different ways and complex to
interpret, limiting the reliance that can be placed upon them. Stakeholders also raised these concerns.

15 To reflect underlying uncertainties in future growth, we used a range of estimates; these can be found in

annex Il.

116 Because of concerns over the accuracy and consistency of some of these data we ran a large number of
scenarios to test base assumptions.

Y7 This equates to between 18.7 million and 20.5 million households.

18 The BBC’s model estimates broadband penetration in London to be 66% by 2014 whilst the Trust has
estimated this to be up to 73%. In contrast the Executive estimates broadband penetration by 2014 in
Humberside to be 64% whilst the Trust puts this at 62%.

119 Further information on regional broadband penetration rates can be found in annex I
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Will proposals reach particular audience groups?

As part of our reach assessment, we also considered whether local video would extend
reach to underserved groups. In this PVA, we have focused on the underserved as being,
in particular, those in the devolved nations, in some English regions*® and those aged
under 45 in lower income groups. In the Executive's application, the target group was,
more broadly, the under-45s (and in particular those aged 25-44).**

We take the view, for reasons that we set out below, that users of local video will, in
the main, represent core BBC audience groups.

The Executive maintains that a combination of on-demand delivery and short ‘impactful’
stories will widen the age profile of BBC regional and local news. It points to the West
Midlands trial, where over 60% of the audience was under 45, as evidence of this. Two
external reports from the Future Foundation'? and Ipsos Mori*® are used as further
corroboration of a growing interest in localism among a younger audience. The
Executive also draws on findings from the 2008 Ofcom Communications Market Report
which revealed a growing propensity to spend time online. The Executive also refers to
research it commissioned from BMRB as part of the market impact assessment for local
video.

Whilst we accept the research, there is nothing to suggest that a younger audience will
spend time on local video news stories when online. The Ipsos Mori report*?* on the
‘iPod’ generation (those aged between 18 and 34) explores ways in which Government
can engage with younger voters. Whilst it uncovered general interest in local issues
among this age group (most pronounced in those with families) it did not investigate
directly whether they would seek out local news online.

Whilst watching videos on the internet is increasingly common among 16-24 year
olds,**® we are not persuaded that this group will use local video in great numbers.**
Our research found that younger people are, by and large, interested in an offering that
encompasses reviews, listings and entertainment.*?’

It is important then not to overstate the potential for broadband delivery to reach a
younger audience. This general point was underlined in the earlier 2007 On-Demand

120 In regions away from the South East

121 Although local video is designed to serve all audiences with an interest in news and information about local
communities, those under 45 are a key group

122 Redefining Regions: Exploring Regional and Local Identity, Future Foundation 2004

122 A New Reality: Government and the IPOD Generation, Ipsos MORI, 2008, this was shared by the Executive
with the Trust during our assessment as further supporting evidence

124 Based on research undertaken with a group of 35 young people

125 The UK Communications Market Report, 2008, p.64; BMRB Report 2008 — BBC Local video service,
further, in its Ofcom Nations and Regions Report, 2008, Ofcom found that 30% of adults have used the
internet to watch video content.

126 The Executive also admits little appetite for local news among this group.

127 Rosenblatt 2008

Trust

37



6.5.32

6.5.33

6.5.34

6.5.35

6.5.36

6.5.37

6.5.38

PVT, which found that young people tend to cite the content proposition rather than
the platform as influencing their likelihood to view.'?®

More generally, broadband represents a barrier to use, both in terms of access and the
way in which people consume local news. A number of stakeholders'® raised concerns
that a broadband only service would give rise to social exclusion issues, whilst AG Alba
drew attention to technical restrictions in the delivery of video content:

Some areas of Scotland, such as rural areas in the Highlands and Islands have no
broadband service or a service whose bandwidth is too limited to carry audiovisual
content.

In its submission, Scottish Screen also drew attention to poor availability of high speed
broadband in areas distant from main population centres.

Socio-economic factors influence broadband take-up,”*° and low income groups are
generally less well represented online. Whilst use of the internet to watch television is
growing, viewing is most pronounced among higher income groups. Research by BARB
found that 72% of those watching television online were ABC1s, compared with 28% of
C2DEs.**!

The Executive points out that the BBC has historically launched a range of services that
are not universally available but which display a technology adoption curve. It points to
the on-demand PVT which was launched at a time when broadband uptake stood at
43%. We accept the point, but draw attention to some quite fundamental differences
between on-demand and local video.

On-demand proposals were essentially a delivery mechanism for audiences to consume
existing content in a different way and maintain overall BBC reach. An additional benefit
was their appeal to a younger audience, who consume internet-based proposals
disproportionately and are relatively hard for the BBC to reach.

By contrast, local video constitutes new BBC content and would only be available via
broadband. Findings consistently support demand for local news delivered via television.
Spectrum scarcity and cost limit BBC delivery to broadband, but this represents a misfit
between ‘medium’ and ‘message’.

We recognise there are practical steps that the BBC can take; working in partnership
with others,™* to bridge the digital divide and encourage households to adopt
broadband, but in the medium term there is a limit to what can be achieved here.

We also accept that not all internet usage occurs within the home. Members of the
public can access the internet from public libraries, for example. However, adults from

128 While the Executive also referred to the potential availability of local video on mobile devices as helping to
reach a younger audience, we considered provision on this platform is insufficiently developed for this to be
accorded weight in our assessment.

122 Among them AG Alba and the Audience Council for Northern Ireland.

130 Broadband take up stands at 64% for the under-45s compared with 53% for the over-45s

31 profile of Internet Viewers in the Past Week, BARB Bulletin, Issue 17, September 2008

32 For example, Government, public service broadcasters and internet service providers
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lower managerial and professional occupations have a higher rate of attendance than
those in lower income groups (and are more likely to have broadband at home). Even
then, only six per cent of all visitors go to libraries to use computers or the internet,**
making it less likely that those without broadband access in the home would venture to
a library to use local video.

We also support wider policy aims to extend BBC reach across a range of platforms, but
note that, unlike other BBC news content that can be accessed via television and radio
services, local video would only be available to those with broadband internet access.
Nevertheless, we do accept that the offer, whilst aimed at all licence fee payers, is
targeted principally at the under-45s (many of them existing broadband users). But
whilst this group are well-represented online, those aged over 34 tend to spend
proportionally less time there due to competing work and family commitments.

Whilst we accept an increase in the overall reach of BBC local online services, the
particular issue is whether proposals extend reach to underserved groups identified in
the purpose remit research. In our view, the net result is likely to be an increase in
consumption among core audience groups,134 rather than a significant extension of reach
to the underserved and Iow-approvers.135 We are not persuaded therefore, that local
video will reach underserved groups in sufficient numbers to close the purpose gap.

Within that, we think it likely that local video will hit one of its key performance
indicators set out by the Executive in its application; two thirds of reach to those under
the age of 45. This is broadly in line with current usage levels of bbc.co.uk News England
and BBC Local London site, which already attract a younger audience*® (table 6.4).

Table 6.4: reach to online BBC news content by platform and age**’

Age/Platform 16-24 25-34 35-44 45-54 55-64 65+
bbc.co.uk News England 15% 28% 26% 18% 10% 2%

\Where | Live London (now BBC Local 15% 0% 704 306 11% 1%

London)

However, on the basis of our findings, it is not clear that local video will fully
compensate for the decline in reach of the 18:30 bulletin.**® Of those surveyed by BMRB
who said they would ‘definitely use’ local video, 21% do not currently watch BBC
regional television news.**® This suggests that 79% of potential users'*® are also viewers
of BBC regional television news. The Executive suggests that of this second group, a
large proportion may shortly abandon these linear news services and that local video will

133 Social Trends, No. 38, 2008 Edition, Office for National Statistics

3 Those already using BBC online news services

135 PV A application and other sources, Human Capital analysis of BMRB reach suggests that local video will
deliver incremental reach to BBC local online content; 69% of those who said they would definitely use the
service (9% of the total sample) do not currently use BBC local online content.

136 The only site for which demographic data are available

%7 The Pulse, Q407

138 The Executive maintains, on current trends, that nations and regional television news bulletin are likely to
lose between 2-3 million households in three minute weekly reach over the next five years, BBC
Management’s Assessment of the Public Value of its Local Video Proposals, 2008, p7

139 BMRB research for the BBC Executive on local video proposals, 2008

140 Those who said they would ‘definitely’ use local video
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compensate for the loss, but we have no firm evidence to support this. Further, the
steepest decline in viewing of the 18:30 bulletin has been among those aged 16-34, who,
our audience research suggests, are less likely to use a local news offering.

We note that the introduction on BBC One earlier this year of a short news bulletin at
8.00pm on weekdays has helped to attract underserved audiences, including new and
younger viewers.**

The Executive made reference in proposals to access to local video via mobile devices.**?
Given a lack of strong empirical data on the use of video news on mobile phones, the
Trust has not included an assessment of reach through mobile devices in this PVA1*3

In conclusion, we do not believe that local video will deliver a step change in demand.
Indeed, it is possible that this level of growth in users is achievable even without local
video. We consider this point further in section 7, on the counterfactual. We therefore
take the view that consumption will, in the main, be among core audience groups,
without bringing new audiences (the underserved and low approvers) to BBC content in
sufficient numbers to close the purpose gap.

Will Proposals Benefit Consumers and Citizens?

In this section we consider the impact of the proposals in terms of the benefit for
consumers or citizens and society.

Whilst drawing on evidence provided by the Executive, we recognise some of the
limitations with large scale studies, however well-executed, in predicting future
behaviour. We therefore commissioned a qualitative study to gain a deeper insight into
whether the proposal, as it stands, will deliver value.*** We draw on these findings
throughout this section but accept, given the small sample size, that views may not be
representative of the broader population.'*®

The concept of a local video, on-demand service has attracted support from a broad
church. This in part reflects the gap in current BBC provision.**® In theory, local news
drawn together in an innovative, interactive portal is a powerful proposition. Relevant
local news has valuable social currency and may allow the BBC to reconnect with
underserved groups who currently regard it as too remote.

Our own projections, however, suggest that local video will deliver limited reach to key
audience groups. Our overall conclusion therefore is one of limited impact given that

! The Summary added 1.7 million additional viewers to BBC News and 576,000 were 16-34s. Overall reach
was up 3%, source: 8pm News Summary, Delivering Creative Future, BBC 18 January 2008

2 Internet enabled

143 The Executive considered in its application that whilst a proportion of mobile usage is also likely to be
incremental, it is difficult to estimate its impact, owing to the lack of strong empirical data on news video via
mobile phones. We have, therefore, placed no weight on mobile when assessing reach. This is in line with the
approach taken by the Executive in its application

144 Rosenblatt 2008 research report commissioned by the Trust

1% The Trust’s consultation on local video proposals received 131 responses from members of the public. A
full report is included as an annex to this paper.

146 Research by both the Executive and the Trust reveals an appetite for more locally focused services.
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audiences are less likely to embrace a broadband-only news offering that does not
extend to listings, reviews and general entertainment, whilst low income groups are less
likely to have broadband access.

To better understand the relative merits of local video and its value to individuals and
society, we consider below its component parts, starting with a discussion on local
news.

Interest in local news

Public interest in local news is strong. In the UK, 83.9% of all adults read a regional
newspaper, compared with 65% who read a national newspaper. Regional press has a
high solus readership; 28.1% of those who read a regional newspaper do not take a
national one.**’” That is not to say that regional news is valued more highly; for national
news television remains the main source of information by some margin.'*®

Local news continues to matter. Despite technological, cultural and social change,
attachment to locality remains strong. In its 2006 Digital Local study, Ofcom uncovered
strong support for television programming reflecting local areas. This was reinforced by
the BBC's earlier broadband pilot in Hull which demonstrated an appetite for local
television news.**® Demand for local news was further evidenced by responses to the
Trust consultation, as one respondent noted:

It's important that someone (not necessarily the BBC) increases local video content. It
will give local people a voice and a higher sense of belonging. There are numerous
issues that get virtually no coverage as there just isn't room on the television channels.
Areas will also have the opportunity to promote and educate the specific highlights of
their particular area.**

In broad terms, what is of interest locally varies significantly between age groups (figure
6.6). A similar picture emerges for national news. BBC research®®* found that sensational
and domestic stories appeal to a younger audience: 35-54s tended to focus on personal
finance whilst items on government policy attract the over 55s.

We recognise that there are limits to generalisations but relevance is a determinant of
reach, and editorial agendas are as important as delivery platform in targeting viewers.
The debate about the relative importance of delivery platform and content in attracting
a younger audience is ongoing, both within the BBC and more widely. We consider this
point below.

7 press Gazette research, May 2007

148 Ofcom Communications Market, 2008, P229

149 | ocal news was the most requested type of video content and consistently out-performed viewing to on-
demand national and international news bulletins.

150 Refer to Dipsticks report

151 Audience report based on Pulse data on the top stories on radio
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6.6.14

Figure 6.6: interest in local news and information by age group
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When assessing the appeal of a local news offering, reach is related to relevance.
Audiences are interested in a wide range of information of which news is only a part.
Research for the Trust found that local events, entertainment and listings were all
considered part of a well-rounded service.®®> We found general support for a broad
offering that combined news with listings and entertainment, as one research participant
noted:

If they could have something like restaurant reviews, or reviews of local bars and pubs
that would be great. They could also have a section for local businesses and services.

Female, 20-23, Belfast

The real value lies in coverage of a breadth of interests and issues that will appeal to a
broad spectrum of users.™® A smaller geographic footprint, as proposed here, has
limited value if the editorial proposition is (of necessity) curtailed.

It is worth noting that in discussions with industry stakeholders, we were presented
with evidence suggesting that the audience profile of commercial local news sites reflects
that of the wider population. We accept however, that commercial providers have more
latitude in developing editorial propositions specifically targeted at a younger market,
beyond the confines of ‘news’ as defined, appropriately, in our view, by the BBC agenda.

Proposals included plans to stream key events to each of the 60 local areas. Whilst the
Trust acknowledges there may be some impact or public value in streaming key events,
this was only a small aspect of the proposal and therefore does not affect our
assessment of public value.

Expansion of BBC local remit

Overall, there was a balance of opinion in favour of improved local provision and strong
support for a dedicated team of BBC journalists.®* Over 90% of respondents to the
public consultation thought that it was important for the BBC to improve its depth and
breadth of coverage and nearly half stated that proposals would increase their interest in

152 Rosenblatt, 2008
153 Sample stories supplied by the Executive for use in our research were of limited interest.
5 However, a number of stakeholders expressed contrary views.
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6.6.16

6.6.17

and consumption of local news. Expanded coverage of local issues was also welcomed by
the Audience Councils of Wales and Northern Ireland.

Having smaller local regional catchments is a popular concept, especially in those areas
which are currently underserved. Whilst a number envisage a clear role for the BBC at
this level, many feel well-supplied by local news:

There is quite a bit of local information and news out there already. The papers are
very good for the crime and things like that. | listen to the radio for travel and traffic

reports. I'm not sure what else | need. | certainly don’t need more of the same.
Female, 30-45, Slough

One or two respondents drew attention to the likely withdrawal by ITV from its
regional news commitments, and the need to provide a serious treatment of local issues.
Again, responses were coloured by differing perceptions of ‘local’. Whilst some
welcomed the geographic framework set out under proposals, others were critical that
it covered too wide an area to be relevant. The Executive was clear in its application
that it had no ambition, correctly, in our view, to be ‘ultra-local’ in a way that might
overlap with existing provision from newspaper groups.**®

Whilst we found overall satisfaction with BBC coverage of national affairs, for local
news, its treatment was less consistent.**® BBC regional news remains popular, although
the geographical footprint was felt by some to be too large (this point is made by the
Executive in its application). These views were felt most strongly in Scotland where
there was widespread resentment at the uniform treatment it receives. Despite certain
reservations in East Scotland that news coverage could migrate towards the Glasgow
area, the overall footprint of local video was felt to strike the correct balance between
providing a local service without becoming too insular or parochial.

Figure 6.7: differing audience expectations of local video, by nation™’

Herthermn Ireland Scotland

“snything smaller than what
we have at the mament weuld
be an improvement!™

England
‘s the same as the loca
= racio, | don't really see any
+ R improvement on what we have

veyond having more people

to cover more stories.”

155 A number of stakeholders expressed the view that local video proposals overlapped with existing provision.
156 Rosenblatt, 2008
157 Source: Rosenblatt research for the Trust, 2008

Trust

43



6.6.18

6.6.19

6.6.20

6.6.21
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Those in Wales, where local provision is also poor, welcomed expanded newsgathering
capabilities. There was muted enthusiasm in England, where provision is generally
considered to be strong; the notable exception being Dorset. Here, respondents placed
an obligation on the BBC to improve local provision but raised concerns over the
delivery platform. Whilst there are some limits to what can be inferred from a
qualitative study, our findings are supported by Ofcom which found that demand for
better representation on UK networks is consistently higher among those in devolved
nations and comparatively less so among those in England.**®

By contrast, in Northern Ireland one or two cautioned the service could become too
parochial. Others cast doubt on whether the BBC could get local enough to be relevant,
whilst a number was concerned that, if it did, the content may not justify the effort.**®

What would they cover around here? A few things happen now and again, like bits of
crime or something goes wrong in the town, like a crash or something, but the stories
would be few and far between.

Female, 35-50, Holywood

Expectations were frequently unrealistic on the level of coverage under proposals:

| would ideally like the BBC to be more local to my area, preferably just around greater
Manchester. I'd like it if they could split greater Manchester up into North and South to
make it really local.

Female, 25-35, Manchester

This disconnect was apparent in the earlier BBC West Midlands trial which found that
different expectations of the city of Coventry and the county of Warwickshire meant
that the pilot was not sufficiently local for some licence fee payers.*®

Interestingly, whilst a number of respondents regarded the BBC as ‘remote’, few viewed
local provision as a priority area.

Is it the BBC's job to get any more local? | feel they're too big to really get to the heart
of my local community. It's already being done well by others.

Male, 30-45, Glasgow
Whilst acknowledging a gap in local provision, many stakeholders drew attention to the

importance of bolstering the BBC’s national services and regional presence. In its
submission, the Institute of Welsh Affairs reflected a widely-held view when it observed:

No one doubts that online local news coverage could be improved...the issue within
Wales is whether these proposals should be a priority for the BBC. Our contention is

158 Second Public Service Broadcasting Review, Phase Two: Preparing for the Digital Future, Ofcom, 25
September 2008, p69.

15¢ Again, we recognise the limits to generalising findings from qualitative studies.

180 The Laughton Report, 2006, pp. 14
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that this should not be a present priority and that any new investment would be better
directed at strengthening the BBC's national services for Wales.

We found broad support for a greater level of engagement and a high approval rating for
personalisation and interaction, particularly among a younger audience. The role of
community producer was also welcomed.

The appeal of video was mixed, whilst most agreed that it was an engaging medium
which strengthened their emotional connection with a story, others viewed it as
unnecessary and time-consuming. One observed:

I'd like to know about the upcoming meetings — what's going to be discussed, how | can
get involved, who will be there. You don't need video for that.

Female, 30-45, Holywood

Video conversion rates vary widely. Whilst news stories with high visual appeal are well-
suited to the medium of video, those with a strong human interest angle are also
popular. Data supplied by the Executive on conversion rates from text to video news
items for one week in September 2008 on bbc.co.uk news tend to support this. The
average conversion rate for stories is around 13%, from a low of 3%, for a story on the
credit crunch, to a high of 32% for the Islamabad Marriott blast. A news item on a boy
aged 3, who saved his mother’s life by dialling 999 meanwhile, whilst not especially
‘visual’, received a conversion rate of 13%.

Demand for broadband delivery

Appetite for a broadband-only service is mixed. When it comes to accessing local news,
people use a range of sources, with an emphasis on immediacy and ease of use.*® The
Executive suggests that ‘convenience’ is a key driver. It marshals a number of arguments
in support of online delivery including 2007 research by Ofcom in which 40% of people
with broadband agreed that websites are a better way of accessing local information
than television (28%, disagreed).’®* However of all respondents, only 27% agreed with
this statement.

The picture is more complex. In Digital Local,**®* Ofcom cast doubt on the effectiveness
of the internet as a delivery mechanism for local news and services, pointing to issues
around access and ease-of-use.'®* People remain relatively conservative in their choice of
media. Whilst there is clear demand for local content online (between 20% and 30% of
all search engine queries are location—specific) news accounts for only four per cent of
time spent on local and regional sites.*®®

161 Rosenblatt audience research for the BBC Trust, 2008

162 BBC Management’s assessment of the public value of its local video proposals, p34, Ofcom PSB review
survey, 2007, Ofcom Second PSB Review Phase 1: The Digital Opportunity, figure 52, p.116.

183 Digital Local: Options for the future of local video content and interactive services, 19 January 2006

184 1t noted that ‘broadband television services will only gain widespread acceptance when content is delivered
to viewers' living rooms through their television sets’. The same report also noted that broadband as a
standalone distribution platform could be beneficial for smaller reach categories.

165 Classifieds, local search and directories receive the bulk of traffic according to reach by MTM London, 2008
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This is reinforced by Ofcom in its 2007 PSB review survey, which found that 44% of UK
adults relied on television for local news, compared with 31% who relied on newspapers
and 7% on radio.'*® There were regional variations too, those in Northern Ireland were
most likely to rely on television as their primary source and least likely to cite
newspapers. By contrast, in Scotland, people relied more heavily on newspapers
compared with the wider population.

More recent research suggests little has changed; during its second PSB review, Ofcom
uncovered low usage of the internet as a main source of local news.’*” Only 4% of
people in the Border regions of Scotland, Tyne Tees and Granada relied on the internet
as their main source of local news. This compared with 5% in Anglia, Central and STV
North and 7% in ITV Wales, rising to 8% in London, and 12% in the Border regions of
England. 8

This is important in the context of the purpose gap and the ability of local video to reach
those in the devolved nations, where approval of the BBC tends to be lower.*®

Fewer than half of respondents to the public consultation agreed that proposals were an
effective way to improve coverage; reservations centred on cost, geographic coverage'”
and delivery. One or two expressed support for a television channel:

It will be helpful to have a local news office and editorial leadership, but this is not
helpful if there is no county-wide distribution medium apart from the internet - how is
this to be provided on free-to-view TV and on radio?

The West Midlands trial uncovered a strong appetite for local news, but in scaling back
the proposal to broadband only, the BBC radically changed its character. Occasional
internet users expressed some support for online delivery, but most admitted they had
limited time to actively search for content, even when it was of interest. This was most
noticeable among the 34-45s many of whom had competing family and work
commitments and limited time to actively seek out local stories.*"™

This is borne out in the Ofcom 2008 Communications Report which found that those
aged 35-49, whilst well-represented online, spend proportionally less time there, figure
6.8.

166 Ofcom Communications Market, 2008, pp.229

167 Ofcom’s Second Public Service Broadcasting Review, Phase Two: Preparing for the Digital Future, 2008,
annex 16, p.22

168 Respondents were grouped based on ITV geographic regions.

16 Most noticeable in Scotland and Northern Ireland, BBC Trust purpose remit research, 2007

170 \Whether the proposals covered the right areas

171 Rosenblatt research for the BBC Trust, 2008
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Figure 6.8: internet unique audience and time spent online, by age, home use only*'2
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6.6.35 Data supplied by the Executive also suggest that television remains the preferred
platform for local news and that this is more pronounced among those over 25.

Table 6.5: platform of commercial media used at least once a week for local news'"
16-24 25-34 35-44 45-54 55+

Regional television 36% 55% 61% 70% 74%
programme

Internet website for 33% 21% 18% 12% 5%
your area

6.6.36 On balance, the internet appears to play a limited role in current repertoires. Analysis of
time spent on local and regional sites by MTM London revealed that users spend the
majority of their time on classifieds sites (58%), followed by local search and directories
(39%); but only 4% on local news and information sites.*

6.6.37 Most people consume local news in a passive way; browsing the newspaper, listening to
the radio or watching television.

The internet isn't part of my routine; | would have to go out of my way. | like to grab a
paper, take some time to relax

Male, 34, Manchester

6.6.38 This view accords with the Laughton report (2006) on the West Midlands trial, which
found that respondents were not totally satisfied with a broadband only offering even
when as citizens they welcomed the principle of local provision. Laughton noted:*™

In the medium term, licence fee payers will expect BBC news, however local it is, to be
carried on the dominant free-to-air platform. But it is unclear whether this will ever be
possible across the whole of the UK, given competing claims for spectrum.

72 Ofcom, 2008, Communications Report

¥ BMRB Quantitative Research on BBC local video proposals, 2008, supplied by the Executive. The figures are
not a percentage of all UK individuals, rather a percentage of people who access news from local commercial
media. Of 1036 people asked, 742 said that they access news at least once a week from a local commercial
media source. Of these, 141 were aged 16-24 (which is about 60% of all 16-24s included in the survey). Of
those aged 16-24, 36% had used regional television and 33% the internet to access news.

" The Laughton Report, 2006, p.17, frustrations diminished as familiarity increased.
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6.6.39 Based on the analysis our overall view is that local video has low appeal and hence
limited impact. In the near term at least, broadband may act as a practical barrier to
usage. Whilst respondents from Dorset were most likely to support improved local
provision, they were least likely to agree that broadband delivery was optimal. This is
interesting given there is limited local radio in Dorset and a clear gap in BBC provision. It is
not for want of access either — broadband penetration in Dorset is in line with the UK
average. Nonetheless, we accept that, given a small sample size, there are limitations to
what we can infer here.

6.6.40 There are two possible explanations as to why a broadband-only local news offering has
low appeal. Habits are entrenched but likely to change over time, driven by the growth
in local online news or people feel there is too much effort sourcing local news online,
for too little reward. Most likely, a local news only offering is of limited appeal, especially
in an online environment, that typically attracts a younger demographic in search of a
broader offering.

6.6.41 We accept, however, that the internet is transforming audience behaviour.*” YouTube
provides an interesting case study. The site went live in 2005; the following year it had
acquired 3.9 million unique users. By 2008, this had jumped to over 20 million. Putting
aside the obvious differences in proposition and user base, it illustrates the
transformational effect of the internet on behaviours and routines.

6.6.42 In conclusion we believe the proposals will have limited impact given that people are
generally well served by existing providers and less likely to embrace broadband as a
local news-only offering that does not extend to listings, reviews and general
entertainment.

6.6.43 Having considered the benefit of proposals to consumers or citizens and society, we
now consider whether they meet conditions for high quality and distinctive content.

6.7 Are Proposals of High Quality and Distinctive?

6.7.1 A further driver of public value is quality. We have assessed this against the seven
distinctiveness criteria developed by the Trust for the bbc.co.uk review (figure 6.9).17

175 By way of example, the BBC iPlayer delivered more than 700,000 daily video streams in May 2008, five
months after its official launch. The UK Communications Market Report, Ofcom, 2008

178 It is appropriate to apply these suggested criteria to proposals as they relate to the key drivers of public
value and if approved, local video would form part of bbc.co.uk
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Figure 6.9: BBC distinctiveness criteria*”’
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6.7.2 As part of our assessment we have drawn on research undertaken by Rosenblatt,
relevant published reports, evidence provided by the Executive and results of the public
consultation.

6.7.3 We were presented with evidence from the Executive that proposals would be of high
quality. The scale of the proposed investment is likely to mean that the BBC will bring
high-quality production values to bear on the local news sector, with little prospect of
the commercial sector matching the investment in the quality or extent of video output
in the short to medium term.

6.7.4 Our overall conclusion is that the distinctiveness of the proposals is low, although some
elements are distinctive (figure 6.10). Further, given our reservations on the impact and
reach of local video, quality becomes somewhat less relevant. Our full assessment can be
found in annex IIl.

Figure 6.10: summary of distinctiveness analysis
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77 Since publishing its review of bbc.co.uk in May 2008 which set out distinctiveness criteria for the service,
the Trust has received legal advice that the criterion ‘made in and for the UK’ should be amended to ‘made for
the UK’ so as to be fully compliant with procurement law.
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6.8 Partnerships

6.8.1

6.8.2

6.8.3

6.8.4

6.8.5

6.8.6

An important part of proposals is their focus on partnerships.t’® We welcome the
Executive's efforts to improve collaboration and recognise it as a potential source of
distinctiveness that underpins a wider BBC agenda. In his 2006 report on the West
Midlands trial, Professor Laughton stated that in order to be distinctive:

The BBC would need to demonstrate a clear commitment to partnerships in which it is
not always the lead partner. Some of these partnerships should be with the same
organisations that currently see the BBC as a threat.”

The Executive set out a loose framework for partnering in its application, in the hope
that stakeholders would help refine proposals. Certain stakeholders provided some
comments on this. Whilst not necessarily an indicator of future performance, the BBC's
track record in this area is somewhat mixed. The recent bbc.co.uk review exposed
weaknesses in respect of click-throughs and stakeholders are wary, yet in other areas
such as R&D the BBC has a long history of successful partnerships. Many stakeholders
questioned the efficacy of any form of partnership, and whether it would ameliorate
their concerns about BBC expansion at a local level. A number drew attention to the
£800,000 annual budget for content syndication, which was felt to be too small to be of
value.

In this context the BBC's willingness and ability to link to the content of other providers
is relevant. Our own research undertaken as part of the bbc.co.uk service review
suggested that the BBC has some way to go in this regard:

We are disappointed to find that bbc.co.uk’s provision of links to external sites is not
leading to more click-throughs, despite this being identified as a priority in the Graf
review. We are asking BBC management to find ways of increasing the effectiveness of
its provision of links and ensuring that bbc.co.uk helps its users navigate to external
sites from all parts of the site.

bbc.co.uk review, Trust, 2008

We did find some support for partnership proposals. The Media Trust welcomed efforts
to support local production and citizen journalism, whilst Manx Radio noted that
‘unfettered access to [BBC] content and a collaborative approach to newsgathering
offers us an opportunity to thrive’. It cautioned, however that ‘over zealous syndication
restrictions’ would be problematic, thereby significantly reducing the value.

Therefore, while partnerships are a potential source of value, the Trust would need
further information and reassurances on the Executive’s plans in this regard.

Having considered likely uptake of local video, assessed potential benefits and evaluated
proposals against distinctiveness criteria, we now move to the final part of our
assessment, value for money.

178 This is relevant to the distinctiveness of the proposals and more broadly to the overall public value of local

video.

178 professor Roger Laughton, The BBC's Local Television Pilot in the West Midlands, p.25
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6.9.1

6.9.2

6.9.3

6.9.4

6.9.5

6.9.6

Do Proposals Represent Value for Money?

An important driver of public value is whether proposals provide value for money. The
Trust has particularly focused on whether the potential reach of local video justifies the
level of investment. In order to provide the service, on the scale detailed in the
application, the total cost over four years from 2009/10 to 2012/13 is £68 million. From
maturity in 2012/13 the service will cost £23 million a year and employ [REDACTED]
staff around the UK.

This works out at an average cost of around £350,000 for each of the 65 offers across
the UK and an average headcount allocation of 6 staff. The Executive considers that this
£68 million would be funded by efficiencies and savings within the existing Nations and
Regions budget.

In our overall view, local video is not the most efficient way to deliver value and does
not represent value for money, especially given the limited reach to key audience
groups, and access issues for non-broadband users. We set out our reasoning in the
section that follows.

Current local spend

We start with an assessment of current local spend. In 2007/08 the BBC

reported £113.9 million of expenditure against the bbc.co.uk service

licence. E[REDACTEDY] of this related to services delivered by the BBC's Nations and
Regions division. Of this some £[REDACTED]relates to the BBC's local content and
services across the UK. The £[REDACTED] for local online content and services,
together with 2012/13 incremental increase and the additional investment for local video
can be seen below.

Table 6.6: BBC local spend [REDACTED]

Non-PVT incremental spend relates to BBC local activities that fall outside the scope
of this assessment but is important to illustrate the predicted total local budget for
2012/13 if proposals were approved. Local video would increase investment in BBC
local sites by around [REDACTED]%. Headcount across nations and regions local
services would increase by [REDACTED], from around [REDACTED] in
2007/08 to [REDACTED] by 2012/13. Of the [REDACTED] staff currently
working on BBC Local, [REDACTED] would be allocated to local video under
proposals. Extra staff would be based mainly at local BBC radio sites.

On average, each BBC Local site currently produces three to four text-based news
stories each day. In the English regions journalists are deployed at the BBC regional
centres. There is also a news desk in Birmingham which produces content for each
local area. In the nations, a larger proportion of local material is centrally produced
alongside national news content.

Table 6.7: BBC local headcount [REDACTED]
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Regional variations in resource allocation reflect assumptions based on a range of
factors. As the UK’s largest city with a population of around 10.5 million, London
has a larger staff allocation; likewise in Wales, where there is dual language provision,
and in Scotland, which covers a large geographical area. By contrast, areas which are
currently well served by regional news centres would, on average, employ one less
video journalist under the proposals.

What will the extra resource deliver?

Under the proposals, extra staffing resource would enable production of up to 10
video stories a day as well as three news bulletins. The PVT investment will create a
new tier of local newsgathering within the BBC, increasing the range and volume of
stories. New investment is expected to deliver both extra news coverage and
present stories in different ways. In its application, the Executive marshals a number
of arguments in support of additional investment:

volume: increase to an average of six or seven news stories per day per
local area; the investment will enable around 100 extra cameras to be
deployed across the UK

range: extend the range of text-based stories via more video-driven/visual
stories, e.g. more specialist stories across transport, health, education and
crime

multi-media: generate local stories that are multi-media, combining text,
graphics, stills and video

editorial perspective: community producers will bring new angles to local
news coverage

Whilst additional investment provides scope for the BBC to expand its coverage at a
local level, it may sometimes struggle to generate ‘newsworthy’ material. As we have
already seen, it may also lead to greater duplication of existing coverage from
commercial providers, without necessarily extending reach to underserved groups
and low-approvers identified in the purpose remit research. Meanwhile, our
audience research cast doubt on the value of video in reporting local stories. One or
two respondents expressed the view that local news stories may not be sufficiently
engaging for video delivery.

In order to drive maximum efficiencies it is imperative that local and regional news
co-ordinate their respective offerings. There is evidence of this happening in the
West Midlands trial where, on average, 10 local video stories appeared on Midlands
Today and several were covered by the BBC News channel and network bulletins.
The Executive maintains that investment at this level underpins a wider strategy to
improve the relevance of BBC news provision to the nations and regions. We do
not doubt this, but consider the same outcome could be achieved with considerably
less investment. This is discussed further in section 7.

It is worth noting that the costs of the West Midlands pilot were considerably more
than those associated with the deployment of local video. The Executive maintains
that higher costs were associated with digital satellite distribution and producing
packaged pieces for a linear television model. This suggests it may, therefore, be
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more difficult to generate efficiencies if local video material is not of sufficient quality
to exploit synergies with regional television.

Extra capacity and untapped resources

Regional television news stories from the three nations and 12 BBC English news
regions are already repurposed for the BBC local sites and available as archive
material.

We wanted to establish whether ‘excess capacity’ exists in the system, by which we
mean stories that are filmed for regional television that do not make it on air for
various reasons (for example, a breaking news story takes priority). This information
is not collected by the BBC, but the Executive believes around five stories are
abandoned by each regional news desk every week.

The Executive maintains that regional and nations television news stories tend to
skew overall towards the BBC regional and national centres. Therefore this
untapped additional resource may not give the granularity and localness the
application seeks to address.

However, these abandoned stories are local to a certain region and it is reasonable
to assume that they are the ‘next best’ output that the BBC had to offer on a certain
day. It also illustrates one way in which existing resources could be exploited to
close the performance gap at less expense to the BBC.

Cost per hour

The application sets out the cost per hour at £2,100 based on an average of 26
minutes per day for each service, plus an additional daily output of 52 minutes for
London. However, the Executive has since stated that, on average, there would be
around six or seven new stories per service per day.

The lower average of six is in line with the extra capacity in terms of staff. The
Executive has stated that each story will be generated by a single journalist. On
average each member of staff will be able to generate 0.5-1 story a day.*® This
equates to a maximum of six stories per day for the extra six staff. Additional stories
may also be sourced from third parties but given the limited resource it is unlikely to
affect the average number of stories for any given area.

The following table illustrates how the average number of stories per day for each
service affects the cost per hour of the service:

180 Figures are calculated over the course of a seven day week.
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Table 6.8: cost per hour

Average number of video Minutes of content | Cost per hour
stories per day (£)

6 12 4,742

7 14 4,064

8 16 3,556

9 18 3,161

10 20 2,845

10 plus 3 bulletins 26 2,189

Six video stories a day would cost £4,700 per hour. If those six stories were
accompanied by three bulletins (described in the service description as being
normally around 45-90 seconds each and up to a maximum of two minutes) it would
reduce the cost per hour to between £3,200 and £3,600 (i.e. 16-18 minutes of
content per day, per service in total).

This is similar, in cost per hour, to BBC Radio Scotland (£3,300) and the combined
cost of BBC Radio Wales and BBC Radio Cymru (£3,400 in total).

The cost per hour of the television news trial in the West Midlands was calculated at
£5,900 based on operating costs of £1.9 million and a total of 320 hours. The
Executive maintains that the pilot was producing packaged pieces for a linear
television model, making direct comparison difficult. However, at nearly three times
the cost per hour quoted for local video, it raises questions about the reliability of
cost data provided in the application.

Weekly cost per user hour

The application uses weekly cost per hour to calculate the cost of providing the
service as a comparator to nations and regions news and national and local radio. If
we use the same calculation but vary reach, as derived from the Trust's own
estimates, the mid-range cost per user is the same as the application, 9 pence,
shown in the table below:

Table 6.9: weekly cost per user

Low Range Mid Range High Range
Reach (%) 8.2% 11.5% 14.7%
Weekly cost per user (pence) 12.4p 8.9p 6.9p

This is significantly lower than the BBC's nations and local radio, but higher than
nations and regions television news. It would be useful to compare the figure with
other BBC services, but as most are reported as ‘cost per user hour’ it is not
possible to draw a direct comparison. We can, however, evaluate this against
bbc.co.uk, which in 2007/08 had a weekly cost per user of 18p. We can also assess
the service against BBCi, which, over the same period, had a weekly cost per user of
4p. We note the cost per user hour is also high when considered against the
counterfactual scenario of allowing evolution in local provision, set out in section 7.
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6.9.24

6.9.25

6.9.26

6.9.27

External spend

The service proposes some external spend for the acquisition of video. From
2012/13 there would be £795,000 available for acquired video and partnerships and
£440,000 for weather and sport acquired video. Stakeholders were critical of the
acquisition budget, which they viewed as immaterial. The Executive is unable to
provide benchmarks for acquired video but stated that this amount is equivalent to
around 15 to 20 journalists, employed full time producing some 5,000 stories a year.

Headcount

Like many organisations, the BBC is currently seeking efficiencies throughout the
corporation. These efficiencies include a reduction in workforce. Under the
Executive’s proposals, most staff at risk of redundancy would be redeployed.

In the absence of local video, the BBC may incur redundancy and related costs in the
region of EfREDACTEDY]. This equates to [REDACTEDY] staff in England and
[REDACTEDY] in the nations. However, these figures represent a ‘worst case’
scenario. We are aware of other BBC projects, particularly in the nations that could,
if approved, provide redeployment opportunities for those at risk.

Conclusions on value for money

In our view, local video does not deliver value for money, especially given the limited
uplift in reach to key audience groups and access issues for non-broadband users. In
particular, the costs of delivering the service appear rather high. We draw attention
to the cost per hour of local video, compared with national radio services. Whilst
there are limits to what can be inferred from a comparison of two very different
services, on balance it does not seem the most efficient use of funds.
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7. The Counterfactual

7.1

711

7.2

721

7.3

73.1

7.3.2

Introduction

In assessing public value, the Trust must have regard to what might happen in the
absence of local video; in other words, the counterfactual, considered below.

Background

Local video would sit within existing provision on the BBC’s network of local websites.
The BBC's local online presence has evolved over eight years and will continue to do
so in line with emerging technologies, audience expectations and market shifts. In
recent years, BBC local sites have developed to offer a less cluttered, more editorially-
focused experience (e.g. news, sport, travel and weather) with a greater number of
links to other providers.

Central Scenario

We have developed one counterfactual and considered two further scenarios, put
forward by the Executive in its application.

In the first, which we will refer to as our ‘central scenario’, BBC local sites evolve over
a five-year period absent local video but with incremental investment, under the terms
of the bbc.co.uk service licence. From discussions with the Executive, the Trust is
aware that areas of improvement are likely to include:

The redeployment of web journalists into new roles that focus on making better
use of UGC (e.g. text, e-mails, pictures and video) and improving opportunities for
audience participation. UGC will fit with the websites’ editorial purposes and
comply with the BBC editorial policy including guidance on moderating content.

A common publication system. At present different types of material are published
using different content management systems, reducing flexibility in the way staff
resources are used and in the ways that content is presented.

A more consistent journey between BBC local content and other parts of
bbc.co.uk would improve the use of BBC local sites, for example, sport and
weather sites, as well as providing links into the BBC’s wider digital democracy
project.

Improvements to search, navigation and architecture as part of a continuing
modernisation process for the BBC local sites. Improvements will allow greater
flexibility and personalisation, along with greater interactivity and the ability to find,
rate and recommend content.
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7.3.3

734

735

7.3.6

7.4

74.1

Investment to develop local sites in Northern Ireland, including some repurposed
video material from the national news bulletin.'®

Table 7.1 summarises the Trust's comparison between the key website variables of the
local video proposal and the counterfactual.

Table 7.1: key website variables

KEY VARIABLES CENTRAL CASE COUNTERFACTUAL
LOCAL VIDEO NEWS BESPOKE YES NO
FOR BROADBAND

BBC LOCAL WEBSITE 60 57
GEOGRAPHIC AREAS COVERED

BBC-ASSISTED VIDEO UGC YES NO
INTERACTIVE YES YES
MAP-BASED NAVIGATION

IMPROVED LINKING YES YES
GREATER USE OF UGC YES YES
IMPROVEMENTS TO DESIGN AND | YES YES
ARCHITECTURE

IMPROVEMENTS TO SITES IN YES YES
NORTHERN IRELAND

We note that some BBC local sites outperform others'®? and that better visibility and
general improvement, to bring all sites to a uniform standard, may drive usage and
approval ratings.'®® Additional improvements may include more extensive use of non-
news archive material on local sites.

Our central counterfactual scenario also allows for gradual service improvements to
other platforms in an effort to extend reach to underserved groups. Examples include
the recent introduction of an 8pm news bulletin on BBC One. Other changes within
the BBC, such as the restructuring of the leadership of the Nations and Regions and
the creation of new strategic forums may likewise strengthen regional representation
over the period under review. Other examples may include additional resources
targeted at regional television bulletins or basic news opt-outs for local radio stations.

It is our expectation that these changes could occur at a far lesser cost than the local
video proposal and within the scope of existing BBC activities.'®*
Alternative Counterfactuals

In its application, the Executive considered two alternative scenarios, which we set out
below.

181 Historically, there has been less investment at a local level in these areas.

182 BBC Nottingham, for example, is consistently one of the strongest performing local sites in the country,
BBC England Annual Review, 2008

18 More work is needed to understand why some sites outperform others and what can be done, absent local
video, to bring all sites to a consistently high standard.

184 For radio opt outs, this would be subject to a feasibility study on the availability and cost of transmitter
infrastructure.
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Reduction in the number of journalists for local video: limiting BBC expansion at
a local level in this way may ameliorate commercial concerns but it would also dilute
public value. The Trust takes the view that the same issues would still remain as
identified earlier in this assessment, particularly limited reach and impact and lack of
distinctiveness.

Restriction of the offer to underserved areas: the Trust has reservations about
the potential of the proposals to reach underserved groups. We consider that the
same issues in relation to reach would remain as set out in Section 6. Whilst there is
merit in bringing all BBC local websites up to the same standard, a purpose gap is
likely to remain if disaffected groups do not access local video.

7.5 Summary of Counterfactual Analysis

75.1

75.2

Even if the local video proposals are not implemented, BBC local sites will continue to
evolve, within the parameters of the bbc.co.uk service, improving the user experience and
deepening audience appreciation. We accept that video has a part to play, but make the
point that these evolutionary developments will not, under the current and proposed
service licence terms, extend to video news bespoke for broadband. In other words,
only video content that has appeared or will appear on BBC linear services, such as the
18:30 bulletin, may be shown on local sites.

Under the central scenario, we can see potential for public value. In the Trust's view,
these incremental developments may, over time, deliver at least as much public value
and provide a better solution to the purpose gap. The Trust takes the view that
improvements confined to an online environment, such as those suggested in the local
video proposals, will only go so far in closing the purpose gap.
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8. Conclusions

8.1

8.2

8.3

8.4

8.5

In our view, the proposals offer a low to medium level of public value. Our assessment
of public value has been made against the key drivers of public values as set out at figure
8.1.

Figure 8.1: summary of Trust assessment

orvers ofpubic vaie

Reach
Impact
Ouality & Distinctiveness

Value for Money

Key: . High value O No value

The Executive developed proposals to fill the gap in local provision and we value the
effort that has gone into them. We recognise the important role the BBC plays in
reflecting the diversity of the UK’s nations, regions and communities, in an increasingly
competitive environment.

&l (G -

Whilst the Trust supports the aim of improving local provision it does not consider
proposals the most effective way of achieving this goal. Whilst local video has potential
to deliver value, it does not have sufficient reach to underserved audiences. For the
same reasons, local video does not represent the most efficient use of licence fee funds,
especially given access issues for non-broadband users, low uptake among key groups
and against a background of constrained funding. Further, partnership and linking
arrangements are currently of limited value.

Local video proposals in their current form will not adequately address the gap identified
in the provision of the BBC's public purposes. Further, it has not been established
whether audiences need more video content or would be satisfied with modest
improvements to navigation, access to a richer source of archive material and additional
provision in underserved geographic areas. In our overall view, proposals are not the
right way for the BBC to satisfy audience demand for greater relevance and regional
representation, in the context of a broader market.

Whilst we accept the role of the internet in delivering local news we do not believe that
local video will compensate for the decline in reach of the BBC regional television news
bulletin. Our research findings consistently support demand for local news delivered via
television. Spectrum scarcity and cost on the DTT platform limit the BBC to broadband

Trust

59



8.6

8.7

8.8

delivery, but this represents a misfit between ‘medium’ and ‘message’. We note that
commercial news providers are embracing video, but also that they have more latitude
with editorial agenda and a remit that encompasses listings and directories — of more
practical value and wider appeal to the public.

Nonetheless, we accept the consumer and citizen benefits of a strengthened BBC
presence at a local level. In this respect, we have considered, throughout this PVA, the
level at which local provision should be set. We consider that there is public value in
local provision by the BBC, albeit that 'local' means different things to different people
and is therefore a fluid concept. It is our belief that allowing existing local sites to
develop incrementally with reduced headcount per area compared with this proposal,
and clear limits on editorial ambitions and newsgathering operations, will contribute to
closing the purpose gap. Improved mapping and navigation, already planned by BBC
management, and a richer source of archive material, including regional news, will all
contribute to an improved local offering.

I. Quality and Distinctiveness

Our overall conclusion is that the distinctiveness of the proposals is low, although some
elements are distinctive. The full analysis is set out in annex Il and summarised in figure
8.2, below.

Figure 8.2: summary of distinctiveness analysis

BBC Trust Assessment

Editorial values

Non-commercial

X

Made for UK Not relevant
Link to TV & radio brands
Creatie & di torid ab i tin
Fresh & original approach

Uniqueness

Key: . distit tie no Ot ds tictve

Clvl @

While we consider the proposals would deliver quality, this does not substantially
change our overall view on public value. We would, however, note that an important
part of the local video proposal is a focus on partnerships. The Trust recognises this as a
potential source of distinctiveness that underpins a wider BBC agenda.
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8.9

8.10

8.11

8.12

8.13

8.14

8.15

8.16

Il. Impact

In theory, local news drawn together in an innovative, interactive portal is a powerful
proposition. Relevant local news has valuable social currency and may allow the BBC to
reconnect with underserved groups who currently regard it as too remote.

But if the principle appeals, it leads quickly to a debate on whether broadband is an
appropriate delivery platform. Whilst usage of the internet as a source of local news is
growing, albeit from a small base, consumption is largely a passive experience; print
media, radio and television all play a central role. This is most pronounced among the
over-34s and those with children, who typically have less time to actively search for
content.

For the under-35s, the internet is used somewhat more routinely. Users of commercial
local news sites tend to reflect that of the wider population. We accept, however, that
commercial providers have more latitude in developing editorial propositions specifically
targeted at a younger market, beyond the confines of ‘news’ as defined, appropriately, in
our view, by the BBC agenda.

Based on these factors, and taking account of other limitations, our overall conclusion
on proposals is one of limited impact in the form proposed.

I1l. Reach

Taking relevant factors into account, our projections suggest that local video will deliver
incremental reach to groups that, in the main, already consume BBC content. The net
result is likely to be an increase in consumption among core audience groups (those
already using BBC news services) rather than a significant extension of reach to the
underserved and low-approvers.

Generally, broadband represents a practical barrier to use, both in terms of access and
the way in which people consume local news. We accept that the ABC1 bias of online
delivery is somewhat offset by the C2DE interest in local content, and note that the
proposition is not deliberately targeted at underserved low income households, but as
the only means of delivery it would preclude certain groups from using the service.

Socio-economic factors influence broadband take-up, and low income groups are
generally less well represented online. Low approval of BBC performance is more
pronounced among these groups. Meanwhile, 35-49 year olds (a key target audience for
local video) are well represented online but tend to spend proportionally less time there
due to competing work and family commitments.

IV. Cost and Value for Money

The Trust has particularly focused on whether the potential reach of local video justifies
the level of investment. In our view, the proposals do not achieve value for money.
Certainly, the cost is difficult to justify when considered against the relatively low effect
on reach.
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8. 17

8.18

8.19

V. Counterfactual

The Trust considered a central counterfactual scenario in which BBC local sites evolve
over a five-year period absent local video but with incremental investment. We also
considered two alternative counterfactual scenarios, first, a scaling down of the local
video proposals and secondly, restriction of the offer to underserved areas.

In the Trust's view, even if the local video proposals are not implemented, BBC local sites
will continue to evolve, improving the user experience and deepening audience appreciation.
Under the central scenario, these developments may deliver at least as much value as
that likely to be generated if local video proposals are implemented.

The Trust takes the view that improvements confined to an online environment, such as
those set out in local video proposals, will go only so far in closing the purpose gap. It also
considers that, even on the alternative counterfactuals set out by the Executive, the same
issues identified in the proposals regarding impact, lack of distinctiveness and reach to
underserved groups remain.
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Annex |. Description of Proposals

This section provides a description of proposals, based on the local video application submitted
by BBC management.

Introduction

Prior to the launch of the local video PVT, the BBC Trust and Ofcom co-produced a service
description, which was published as part of the public consultation. A summary of the service
description is set out below.

The Executive has applied for permission to provide an on-demand, local video service,
delivered via fixed and mobile broadband internet connections. At launch, the service would not
be available on any other platform. The main aspects of the service description are as follows:

Local video would expand upon the BBC'’s existing network of local websites.**®

It would be available in 60 areas across the UK, most of which cover an area of more than
250,000 people (and on average, one million);*® which is equivalent to the coverage of the
BBC's existing network of local websites and radio services (figure 1).

In Wales, local sites would be available in both English and Welsh, bringing the total number
of local services to 65.

The service would offer bespoke video, focused chiefly on news and sport, but also including
weather, user generated content'®” and knowledge-building genres (for example, science,
nature, heritage, history, arts, culture and faith).

The service would add a new tier of local video newsgathering to local news provision on
bbc.co.uk.

Content would be produced locally in, and for, each of the 60 areas. It would be free at the
point of use, without advertising, and available across the whole of the UK for broadband
users.

Non-UK broadband users would also be able to access the service.

Local video would have an annual operating budget of £23 million by 2012/13.

185 BBC Local, formerly known as ‘Where | Live’

188 In 11 of the proposed local video areas, the population is below 250,000, these are: Highlands and Islands,
South West Wales — Welsh, North West Wales — Welsh, Mid Wales — English, Cardiff and South East Wales
— Welsh, North East Wales — Welsh, North West Wales — English, Jersey, Isle of Man, Mid Wales — Welsh,
and Guernsey.

187 produced in collaboration with the BBC
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Figure 1: BBC local map
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As noted, local video would expand upon existing local provision on bbc.co.uk.

bbc.co.uk offers news, information and content on a range of subjects, from business news and
sporting fixtures to parenting and religion. It has grown as an on-demand platform for BBC
radio and television, offering streamed and downloadable audio and video content, alongside

opportunities for interaction and user generated content.

The site is one of the UK’s leading online destinations, with an average of 16.6 million users a
month, out of a total UK internet population of 33 million. It has an annual operating budget of

£114 million.

The site offers news coverage at an international, national, regional and local level.

Existing BBC Local sites serve audiences under the terms of the bbc.co.uk service licence and

include:

Audio and text news and related material

Broadcast news bulletins and video stories linked to linear news and other television

output
Travel
Weather
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User generated content

Live streams

Mobile content

Podcasts and audio on-demand content

Local video would expand upon, and sit within, this context of existing local provision.

An example of a current BBC Local site can be seen below.

Figure 2: existing BBC Local site for Birmin%ham
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BBC local content is available in different ways on different BBC sites. These include BBC News,
BBC Local, BBC genres sites and possibly, in future, BBC iPlayer. Local online content can also
be found using external search engines and the search facility on bbc.co.uk.

Figure 3: accessing current BBC local content via BBC News England
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Figure 4: accessing current BBC local content via BBC News regional site
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Content

Local video is a web-based proposition using broadband technology to deliver video journalism.
The proposed service is focused predominantly on local news and sport, but also includes
weather, user generated content'® and knowledge-building genres (for example, science, nature,

heritage, history, culture, arts and faith).

A summary of local video content can be found in table 1, below.

18 produced in collaboration with the BBC
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Table 1: summary of local video content

Content type Definition Frequency Limit
“ideo Stories MNews and related items: politics, social issues, Upto 10 new Up to 20 minutes
education, health, crime etc stories each day, | perday in total,
available far across all stories
Sports news: coverage of minarity sports and local on-dernand
treatrnent of major events (football, rugby etc)” vigwing

Comraunity and local life: a limited arnount of
content linked to ar deriving frarm linear BEBC content
on science, nature, outdoors, heritage, history, arts,
culture, faith etc, and a limited amount of video user
generated content, produced in collaboration with
the BBC

throughout the
day

“ideo Bulleting

MNews summary
Sports summary
Weather summary

Upto 3 daily
bulleting of each
genre for each
area

Marmally
45-90 seconds
per bulletin

Live Streams

Occasional live streams of key local events to each
of the B0 areas

Masximurm of 10
per year per

MNaot applicable

area
* The provision by BBC Sport of live and on-demand sports coverage on bhe.co.uk in line with the
senice licence (e.g. Wimhledon, Six Mations Rughby or Foothall League) is outside the scope of this
assessment.

The sum of the video stories and bulletins described above will not exceed 26 minutes of
content, per area per day.

Text will accompany or introduce video stories. A ‘story’ is a piece of content which can be
updated a number of times in any 24-hour period. Upper limits on video stories do not extend
to live streams.

Only user generated content produced in collaboration with the BBC will be included in the
upper limit on video stories.®

Video clips submitted by users and produced without the assistance of the BBC are not subject
to the upper limit. They fall under existing editorial controls governing online content and are
not included in this PVT assessment.*®

Upper limits on the daily volume and duration of stories would be averaged across the year.
BBC management believes this would allow for editorial flexibility to exceed thresholds in
exceptional circumstances (for example, at times of national crisis, flooding or during national
and local elections).

There are, in two regions, exceptions to the daily upper limits on video stories:

London: with a population of over 10.5 million, BBC management proposes a higher
volume of stories (up to 20 stories daily, or 40 minutes in total). Including bulletins this
would not exceed 46 minutes of content per day.

Wales: the upper limit of 10 video stories per area, per day, would be applied
separately to the English and Welsh offers. This will allow for the creation of separate
video stories in English and Welsh (and up to 20 per day in total), using teams that

18 The BBC already produces around 100 of these videos on BBC local sites per week across the whole of the
UK. Itis anticipated that, as a result of this proposal, this number would increase to 300. Beyond this, the
BBC already publishes a range of user generated content under existing permissions.

1% Users can already submit video clips to BBC local sites.
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work alongside each other. Even when the same stories are covered, they will often
receive different treatment.

In all other respects, the composition of the local video offer for both London and Wales is as
described above.

In line with existing provision on bbc.co.uk, the local video proposal specifically does not
include:
Local business finders, dating, cars, holidays, recruitment and property listings and
search services
Cinema and commercial listings
Advertisements and promotions/sales offers
Classified advertisements and listings of items for exchange or free collection
Reviews of products, local shops and businesses
Video entertainment features on such areas as horoscopes or beauty
Public notices, including planning applications
Wallpaper and e-cards
Message boards unrelated to BBC content and BBC story themes

The proposal does not include traffic or travel updates in video, although travel information is
available on existing BBC Local sites.

Each local video area will have a community producer. Their role would be to work with
individuals and groups on the production of local video content.

The proposal includes, where editorially appropriate, the provision of links to external sites,
commercial news providers and community organisations, allowing users to seek out a wider
range of news sources.

Distribution

The proposal is for on-demand distribution via bbc.co.uk to internet-enabled devices on fixed
and mobile broadband connections.** Local video content would be made available elsewhere
on bbc.co.uk. Content may also be available via the BBC iPlayer. Material may be repurposed
and broadcast on linear television.

Content would also be offered in a form optimised for mobile usage.®? This would include
access to daily news, sport and weather video bulletins. Where possible the BBC would use
location-based technology, such as GPS, to deliver local video content to mobile devices, based
on a user’s location or preferences.

The BBC would make available the majority of its branded local video content to local news
sites. This would allow the embedding of content into other websites on fair, reasonable and
non-discriminating terms subject to BBC syndication guidelines and terms and conditions. The

191 Content will be repurposed in a format suitable for mobile platforms.
192 | ike the BBC’s main website, the BBC’s dedicated mobile browser already offers multimedia content across
BBC genres. This includes video news and sports content as well as local information.
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BBC would use its existing network of ‘big screens’ to deliver local video content to urban
audiences.'*®

Figure 6: the BBC uses b settings

ig screens in outdoor
L ==

The proposal does not include distribution via conventional broadcast television (DTT, cable or
digital satellite) but is likely at some point to be offered on television sets via internet protocol,
in line with wider BBC plans and subject to obtaining any necessary consent from the BBC
Trust. Local video will operate 24 hours a day, seven days a week, without a predefined
publication schedule.

Geographical Coverage
The proposal covers 60 geographic areas (table 2) and expands upon existing BBC provision:

In 55 areas in England, Scotland, Wales and the Isle of Man, the geographical
coverage of current BBC Local websites will remain unchanged.

In Northern Ireland, two new websites are currently under construction;*** and in
Cheshire, Buckinghamshire and Surrey, three new local websites are planned.*®

'8 Note: big screen provision does not form part of this assessment.
1% As part of current bbc.co.uk service licence activity
% As part of local video proposals
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Table 2: the 60 BBC local video areas

Existing BBC local radio station and
BBC Local website

Existing BBC Local website but limited
BBC radio™®®

Newcastle Dorset

Cumbria Somerset

Tees

Lancashire Existing BBC Local website but no
Merseyside existing BBC local radio*”’
Manchester Bradford (served by Radio Leeds area)
Leeds Black Country (WM radio area)
Sheffield Wear (Newcastle radio area)

York (North Yorkshire)

Humberside (Hull)

Highlands & Islands

Lincolnshire

North East Scotland

Staffordshire (Stoke)

Tayside & Central Scotland

Hereford and Worcester

Glasgow & West of Scotland

Birmingham (West Midlands)

Edinburgh & East of Scotland

Coventry and Warwickshire

South Scotland

Shropshire

Leicester North West Wales
Nottingham North East Wales

Derby Mid Wales

Norfolk South West Wales
Suffolk South East Wales
Essex

Northampton Isle of Man

Cambridgeshire

Beds/Herts (Three Counties)

London

Existing BBC radio and BBC Local
website in development

Kent

Foyle and West

Sussex (Southern Counties)

Belfast and East

Hampshire (Solent)

Oxford Underserved by the BBC

Berkshire Cheshire (parts served by
Merseyside/Stoke)

Gloucester Buckinghamshire (served by Three
Counties)

Wiltshire Surrey (served by Southern Counties)

Bristol

Devon

Cornwall

Guernsey

Jersey

The local video proposal will build upon these websites, specifically:

In 40 areas in England and the Channel Islands, local video will complement existing
local radio and website provision.

1% Dorset receives an opt-out news service from BBC Radio Solent with separate news bulletins on week
days. The BBC also invests in separate travel and sports coverage for the county. BBC Somerset broadcasts an
opt-out from BBC Radio Bristol for 44hrs pw.

97 The BBC does not provide the same breadth and depth of local radio coverage in Scotland as it does in
England, but some news bulletin services do exist, such as for Highlands & Islands, the NE, and community
services for Orkney and Shetlands.

70



In 15 areas (three in England, six in Scotland, five in Wales and one in the Isle of
Man) local video will enrich an existing local website offering.

In two areas in Northern Ireland, local video will complement existing local news
provision and the two BBC Local websites currently under development.

In Cheshire, Buckinghamshire and Surrey, areas that are currently
underserved®®® by the BBC, local video will add a new tier of local provision.

In Wales, local sites will be available in both English and Welsh, bringing the total
number of local services to 65.

Functionality

Users would be able to tag, rate and share local video stories.

Current and archive local video content would be accessible via the bbc.co.uk site-wide search
engine. In line with the overall approach to archiving on bbc.co.uk, local video content would be

available in perpetuity.

Users would be able to access local video stories from any of the 60 geographic areas,
regardless of their own location.

Improved navigation, including an interactive map of each of the 60 local areas,** would allow
users to locate text, audio and video content with greater ease (figure 7). It would guide users
to the latest material, while offering links to the BBC's wider news, sport, travel and weather
offering.

Cost and Reach

By 2013/14, local video is projected to achieve a weekly reach of around 11% of UK households
(3.2 million in total).

1% parts of Cheshire are currently served by Merseyside and Stoke; Buckinghamshire is served by Three
Counties; whilst Surrey currently falls into Southern Counties, which includes Sussex.

19 As noted, improved navigation forms part of the ongoing modernisation of BBC local provision and will not
be affected by the outcome of this assessment.
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The BBC has assessed the cost of delivering local video over the five-year period 2008/09 to
2012/13. The BBC'’s investment in local video would be phased, increasing by increments each
year, starting in 2009/10 (no spend in 2008/09) and reaching maturity at around £23 million a
year in 2012/13.

This equates to an average cost of around £350,000 a year for each of the 65 offers across the
UK. Proposed investment in the new local video service to 2012/13 is £68 million.

The proposal provides for a gradual increase in staffing across all of the 65 offers over the five-
year period. A total of 60 areas are identified, each with an average of around six staff. This
compares with around four staff per service for existing BBC local online content.

Content Syndication and Acquisition

Content syndication: the BBC would make available the majority of its branded local video
content to local news sites. Local video content could be embedded in external sites, whether
not-for-profit or commercial, allowing individuals and organisations to supplement their
coverage with BBC material. 2®

Purchasing local video news: the BBC would make available an annual fund rising to around
£800,000 by 2012/13 with which to source local video news from external providers on a
commercial basis.?®*

Linking to External Sites

Links to external sites: bbc.co.uk already provides related internet links to external sites
(figure 8). Under proposals, BBC management intends to improve access to external sites®? by
linking, where possible, from individual BBC video stories to coverage of the same or related
stories by other local news providers.

20 gbject to BBC syndication guidelines and the BBC's terms and conditions.
2! gybject to compliance with applicable regulatory requirements
202 | line with current editorial policy
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Figure 8: example of current external linking from BBC sites

Partnerships and Training

Editorial: the BBC would seek to develop appropriate editorial initiatives with local news
providers.?®

Community media: under proposals, the BBC would aim to build on formal partnership
agreements with the Community Channel and the Community Media Association to improve
digital media literacy.

Training: the BBC would seek to provide informal advice on shoot and edit skills to local non-
BBC news providers, publishers and radio stations.

2% One example from the BBC's recent local television pilot in the West Midlands was a shared photographic
competition with the Shropshire Star.
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Annex Il. Trust Assessment on Reach

Assessing average weekly reach

The gradual deployment of local video means it is unlikely to reach a relatively steady
state from a national perspective until nearing the end of the forecast period. Therefore,
we believe that the most relevant estimate of reach is our forecast for 2014.2%

Table 1: local video reach estimates as a % of UK households
2011 2012 2013

Reach % 2.4-4.8 4.6-8.9 6.5-12 8.1-145 8.2-14.7

Therefore the Trust believes that the Executive’s forecast of average weekly reach for
local video (11.4% of UK households by 2014) for the UK as a whole is reasonable.
Whilst there is the potential for some upside in reach relative to the Executive’s own
estimates, this will depend on a number of operational and market factors which are
difficult to assess ex ante.

To estimate reach for each of the 60 areas, the Executive adjusted its ‘top down’
estimate for UK reach to take account of regional differences. As we discuss below, the
Executive’s approach tends to exaggerate reach in rural areas and underestimate reach
in metropolitan areas. We do not believe that the Executive has justified in sufficient
detail some of the assumptions which drive the variation in reach for local video across
the 60 regions. In particular, we are not persuaded that the Executive can fully justify its
assumptions that reach will be significantly lower in metropolitan areas and higher in
non-English regions.

Therefore, to estimate the potential reach for local video we built our own model; our
estimates for each of the 60 geographic areas are set out below.

The Executive application

As part of the application the Executive submitted a detailed five-year model to estimate
the potential reach for local video in the 60 regions between the years ending March
2010 (2009/10) and the year ending March 2014. The main outputs, in terms of reach,
from the Executive’s model are:

Reach as a percentage of all households (both for the UK and by region)
Reach as a percentage of broadband households (both for the UK and by
region) 2%

204 Reach estimates for earlier years represent a proportional increase from current reach levels for
local sites to our estimates for 2014.

25 The Executive did not model the potential reach for local video on mobile devices. Again, we
believe that potential reach on mobile devices is difficult to estimate and may not be significant. In any
event, given our overall conclusion, it has not been necessary to come to a view on this potential
platform.
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The main output of the Executive model is set out in table 2 below.

Table 2: Executive projection of local video reach as a % of all households®®®

2010 2011 2012 2013 2014
From existing Local Site users 3% 5% 6% 8% 8%
From new users 1% 2% 3% ¢ 4%  4A%]
Total 4% 7% 10% 11% 11%

To obtain these results the Executive’s model utilises a number of assumptions in
relation to the potential size of the market for local video and what percentage of this
market will actually be reached by the new service. These assumptions are set out in
table 3 below.

Table 3: Assumptions
Stage Assumption Source Estimate

for 2013-14
1 UK households ONS 28.3 million
2 Broadband penetration for the UK Enders analysis/Screen 67%
Digest
3 Household reach of BBC local BBC data 21.7%
online content
4 Percentage of local site users who | BBC data on current usage 79%
access on average at least one patterns for local sites
local video®”’ combined with assumptions
as to the use of embedded
local video
5 Broadband penetration by local Enders analysis and 65%
video region Executive assumptions
6 Household reach by local video Estimates of propensity to Ranges from
region use using adjustment factors | 3% reach for
derived by Human Capital London to
21% in Mid
Wales

The Executive’s model estimates the potential reach for local video between the
financial years 2009/10 (‘2010") and 2013/14 (‘2014’) at the national level by utilising a
four stage filter approach. First the number of UK households was estimated using data
from the Office of National Statistics (‘ONS’). Second, the model estimates the
projected take up of broadband by these UK households. Third, the model estimates the
percentage of these broadband households which will access local BBC news sites.
Finally, the model then estimates the reach for local video by estimating what proportion
of these local news site users will actually access at least one local video during a typical
week.

The model’s approach is best understood from an illustrative example as set out below.
From an initial hypothetical base of 100 households in 2014, 67 will have broadband
access. Of these, 15 will access a local news site of which 12 (79%) will go on to access
one or more local videos.

26 Figures have been rounded
207 Based on a number of underlying assumptions
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Figure 1: Executive’s model

100 households
Stage 1: UK households

67 broadband households
Stage 2: UK broadband penetration

15 households
Stage 4: UK local video reach

: i iati 6568
Stage 5: Regional broadband assumed variation Take up weights
__________________________________________________________________ depending on

L . population density,
Stage 6: Categorisation of regions ‘Metropolitan/urban/ population size and
mixed/rural nation

Broadband
penetration
estimates for each
region

Stage 3: UK reach for BBC local sites

Stage 7: Reach for 60 regions
Reach varies from 3 to 21 of the 100 total households

While stages 1-4 of the Executive’s model estimate an average UK reach figure for local
video, the model then breaks this down into regional estimates for each area. Broadband
take up is estimated for each of the areas. To do this the Executive’s model forecasts
broadband penetration for twelve regions across the UK and then maps these estimates
into each of the relevant areas within those twelve regions.

Estimated reach for local video is then derived by taking the national estimates from
Stage 4 and applying a number of adjustment factors based on the region and its
population characteristics. As can be seen in figure 1 above, for 100 UK households the
average UK reach is estimated to be 12 households in 2014 but this estimate will vary by
region and could, for example, in the same year, be forecast to be as low as three
households in London to 21 households in mid-Wales.

Trust assessment of the Executive’s model

Forecasting likely demand for a new service on a regional basis is inevitably dependent
on a number of assumptions. Therefore, as our starting point, we set out to understand
those assumptions to which the model’s outputs are most sensitive. The Executive’s
estimates of local video reach at both a national and local level display varying sensitivity
to the assumptions employed. We discuss each of these in turn below.

Number of households

Using Government data,?®® the Executive estimates that the total number of UK
households will increase from around 26.4 million at the end of 2008 to 28.3 million by
the end of 2013. This represents an average 7% growth in the number of UK households

28 The BBC derived these estimated from a number of sources but mainly relied on data from the
Office of National Statistics.
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over the period. There is some regional variation in growth rates ranging between 3.94%
(Wear) to 10.31% (Lincolnshire). These estimates appear reasonable; we also note that
any variation will not have a material impact on our assessment as our focus is on
percentage uptake rather than base number of households.?%

Broadband penetration

A key driver of reach is the capability of households to access the service. This is best
estimated by broadband penetration.?'® The Executive model forecasts broadband
penetration for 12 geographic areas across the UK and maps these onto the 60 local
video regions.?*

The forecast assumes that broadband penetration for the UK as a whole will increase
from a recorded 45% of UK households at the end of 2006 to an estimated 67% in 2014.
This forecast is built on estimates of broadband penetration for twelve UK regions.
These regional estimates are then mapped into the sixty local video areas. Historically,
broadband penetration has varied considerably across the UK. The Executive model
assumes that recent convergence in penetration rates will continue to 2013. Whereas
broadband penetration at the end of 2006 ranged from a low of 40% in the West
Midlands to a high of 47% in the North West, by 2013 it is forecast to have broadly
converged with all regions lying within a range of 65-67%.%*?

The Trust has a number of concerns with the Executive’s approach. Firstly, it would
have been useful if the model included estimates of the number of households in each
region with broadband access. Some of the most remote areas may still have poor
performance which may impact the potential appeal of the proposition.

Whilst the impact of poor access in certain areas is not material to BBC UK-wide
estimates, it may be more significant in specific areas or parts of those areas and it does
have a bearing on the public value generated.

Secondly, the reliance on broadband penetration at a more aggregate level means that
some of the variations between areas are lost. For example, broadband penetration is
currently estimated to be as low as 32% in Glasgow: this is significantly lower than the
Executive’s estimate of penetration (53%) for Glasgow and the West of Scotland.

2% The only issue here is that higher or lower estimated growth in the number of households will
impact the absolute number of estimated households using Local video. However, we do not believe
that any realistic variance in the number of households will have a significant impact on conclusions.
219 The BBC does not expect local video to be suitable for narrowband delivery. It estimates that less
than 1% of current users of bbc.co.uk access the site using narrowband. In addition, most of these
users are likely to have converted to broadband by 2013. There is some support for this assumption:
Ofcom in its publication, ‘the UK Communications Market’ (August 2008) estimated that 45% of
narrowband users will convert to broadband within the next twelve months.

21 To derive its forecasts the BBC relied on research by Enders Analysis.

%12 Estimated variance around the mean for all UK regions is projected to fall from 8% to 2%. These
data were provided by Enders Analysis which divided the UK into twelve regions.
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Thirdly, the assumed extent of UK-wide broadband convergence between now and 2014
is somewhat speculative.*®* When these factors are taken into account the risk of over
or under-estimating potential audience in certain areas could be significant.

Figure 2: Executive’s estimates of broadband penetration

Scotland

North West ]
North East | I—
Yorkshire & Humberside ] ]
East of England | I—
Wiest Midiands | I
East Midiands | I—
South West | I— 02006
South East ] ] W 2013
London | I—
Northern Ireland ] ]
wales | I—
—
I

UK

0% 10% 20% 30% 40% 50% 60% 70% 80%

Irrespective of these concerns there is a high risk that any estimates of broadband
penetration are inaccurate. Inevitably a range of factors, ranging from the state of the
economy, the effectiveness of government initiatives to the intensity of competition
between broadband providers, will determine future penetration rates.

Because of these concerns, we undertook our own assessment of broadband
penetration between 2008 and 2014. We utilised a number of data sets from
PricewaterhouseCoopers, Screen Digest, Enders Analysis as well as estimates made by
Ofcom as part of its market impact assessment. All of these forecasts had different
projections for the growth in broadband penetration between now and 2014, at both a
UK and regional level 2

Using this forecast, we estimate that average UK broadband penetration will be in the
range 66% to 72% of UK households by 2014 with a mid point of 69%. Our estimates for
each of the five years of the plan are set out in table 4 below:

Table 4: Trust broadband penetration estimates
2011 2012 2013

%
Broadband 60-67 63-69 64-70 65-71 66-72
penetration

23 However, it could be argued that whilst the degree of convergence across the 60 regions might be
overstated in the five-year model, over a longer time frame there is likely to be continued
convergence.

214 Eor example, the range varied between the BBC at 67% UK penetration by 2014 to PwC with 84%
penetration by 2014.
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We have been relatively conservative in our estimates.?> Whilst it is possible that strong
government initiatives will drive penetration higher, we believe their implementation is
too uncertain to build them into our forecasts.

Although our estimated range is close to the spot estimates of the Executive at the UK
level, there is more variation at an area level. In particular, we believe that broadband
penetration will grow faster than the Executive’s estimates in some regions, particularly
London and the South East but slightly slower in others such as Humberside.?'®* We
believe that there will continue to be some variation in broadband penetration across
the 60 local video regions by 2014. Longer term, it is reasonable that penetration rates
will continue to converge.

Despite these reservations we believe that the broad estimates for UK-wide broadband
penetration employed by the Executive are reasonable.

BBC local video reach

The Executive estimates local video reach as a percentage of UK broadband households
will increase from 6.5% in 2009 to 17.2% by 2014.

To derive this estimate the Executive model forecasts reach for BBC local online
content absent the introduction of local video. Under this scenario, the model assumes
that reach will continue to average around 16% of broadband households until at least
2014. This is based on data which show that reach for the BBC's local sites has averaged
approximately 16% of broadband households for the last two years with a relatively low
variance.?*’

As outlined below, the Executive ‘conservatively’ estimates that the introduction of local
video will generate an increased interest in local sites.?'® As shown in table 5, reach for
sites as a whole will increase by 22% from an estimated 18% of broadband homes in
2009 to 22% in 2014.2°

2% Eor example PwC estimate UK broadband penetration will be over 80% by 2014.

28 The BBC’s model estimates broadband penetration in London to be 66% by 2014 whilst the Trust
has estimated this to be up to 73%. In contrast the BBC estimated broadband penetration by 2014 in
Humberside to be 64% whilst the Trust puts this at 62%.

27T estimate weekly reach the BBC model uses data from server logs which are then converted to
reach using a number of assumptions to take account of possible double counting such as cookie
deletion, work and home access to BBC local sites and multiple PC ownership per household.
Average weekly reach varied between 13% and 25% during the eighteen months to September 2008.
However, whilst we do not believe that the data are particularly reliable they are the best available.
218 BBC Management’s assessment of the public value of its Local video proposals, page 31

2% The build up of this assumption as described in the PVA is a bit misleading. Whilst the model
applies a 72% usage factor to an assumed 50% uplift in users, all this actually means is that the user
base increases by 36%, all of whom access at least one local video.
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Table 5: Executive estimates of reach for BBC local websites

2010 2011 2012 2013 2014
Base 16% 16% 16% 16% 16%
Increment due to local video 2.2% 3.8% 4.9% 5.7% 5.7%
Total 18.1% 19.7% 20.9% 21.7% 21.7%

Having estimated local site reach, the Executive estimates the proportion of users who
will access local video. This estimate is underpinned by three key assumptions. Firstly,
based on historic data, the model assumes that each user will access on average 17.45
pages per week. It then assumes that a certain percentage of these pages will have an
embedded video (13% in 2010 rising to 50% in 2014). Finally, based on results from the
embedded video news trial, the probability that a user will access at least one page
(‘conversion rate’) is estimated at 14%. Combining these assumptions the Executive
estimates that the percentage of households who use a BBC local site and will access at
least one local video will grow from 36% in 2010 to 79% by 2014.

Table 6: Executive estimates of reach for local video (% of broadband households)

2010 2011 2012 2013 2014
Total 18.1% 19.7% 20.9% 21.7% 21.7%
Percentage accessing video 36% 57% 71% 79% 79%
Local video reach 6.5% 11.3% 14.7% 17.2% 17.2%

Local video is a new product and predictions are inherently imprecise. The extent to
which local video will be a substitute for or complement to existing local news providers
is unclear. The Trust has undertaken its own market research to better understand the
extent to which local video will increase reach for BBC local news sites.

The evidence is mixed. There is a strong interest in local news across all demographics.
Audiences are currently served by a wide range of media including local and regional
press, local radio and television and online news providers. There is a growing appetite
for obtaining news online. For example, BBC news online is the most used area of
bbc.co.uk. Indeed it is notable that the fastest growing parts of the site relate to news,
sport and nations and regions. This growth in the number of users is despite recent
investment by other organisations, such as Google, in news aggregation.

However, the ways in which consumers access news and in particular local news is
relevant to potential demand. A particular feature of this market is the bundling of local
news with other content such as classified advertisements or music. Although the
business models which surround the provision of local news are evolving rapidly, it
would be a mistake to underplay the ability of established local news providers to adapt
to new technology or usage patterns whether on or off-line.

The ability of BBC local sites to grow reach will be, to some extent, constrained by their
inability to offer bundled services.?® This might limit the potential for BBC local video to
become a substitute for other sources of news. Indeed, given the very local nature of

220 hhe.co.uk Service Review, May 2008
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much of the intended news, it is not unreasonable to assume that reach will on average
be somewhat similar to levels already experienced by the local sites.

Nevertheless, the introduction of local video should generate a higher level of awareness
of the BBC's local news sites. It is unclear whether this will translate into high usage
levels. Our research suggests that interest in accessing local video will depend on the
news agenda. Significant stories can generate relatively high levels of interest but
consumption of local news is by and large a passive experience. The BBC's ability to
cross-promote its services may also generate higher reach for local video.

Based on available evidence, we believe that the Executive’s estimate of the uplift in
reach for BBC local sites stemming from local video is reasonable but may be
conservative. Whilst recognising that achieved reach may be higher, we estimate that, by
2014, the reach of BBC local websites will be in the range of 19-26%. This compares
with the Executive’s estimate of 21.7%.

Local video reach

The Trust agrees broadly with the Executive’s approach to estimating local video reach.
The Executive’s model estimated that on average 14% of visitors to a page containing an
embedded local video will access it. The Trust has reviewed more recent evidence on
conversion rates. Whilst there is considerable variance according to the interest
generated by a particular story the average rate was, in fact, slightly below 14%.%%
Although it is unlikely that the actual number of pages with embedded local video could
end up being higher than 50% it is possible that it could be lower than 50%. This is
especially true if the increased local journalist presence helps drive an increased number
of news stories. This may put downward pressure on future conversion rates. Hence
the output of these three assumptions — that by 2014, 79% of local site users will click
through to a video - is likely to represent an upper bound.

Therefore we have used a range of potential conversion rates in our modelling with an
estimated 60-80% range for the proportion of users of local sites accessing at least one
local video per week. Using this range we estimate the following forecast reach for the
period 2010 to 2014.

Table 7: Trust estimates of average UK reach for local video as % of;

Year 2010 2011 2012 2013 2014

Reach % 4-7 7-13 10-17 12-20 12-20
Broadband
households

Reach % all 2.4-49 4.6-8.9 6.5-12.1 8.1-145 8.2-14.7
households

The Trust therefore considers that the Executive's estimate of local video reach as
17.2% of broadband households by 2014 as reasonable and within the Trust's range of
12% to 20%.

22! Data for September had conversion rates ranging from 0.66% for *how to catch in cricket’ to
43.2% for a ‘Wembley stadium tour’. The average conversion rate for the September data was 13%.
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Estimating regional variation in reach

To forecast reach at the regional level the Executive’s model adjusts the UK-wide
estimates to take account of the following factors:

the level of broadband penetration specific to each area®*
the population density for each area
the population size for each area
which Nation the area falls in.

The Executive model uplifts reach for the nations by 25%. This is justified on a number
of grounds. For example, research has shown that there is a strong appetite for local
news in Scotland (BBC provision there is poor).

The Executive also adjusts reach down according to population size and density for each
region. As a result estimates for metropolitan areas are adjusted down by between 71%
and 31%. Conversely, reach in rural areas is adjusted upwards by between 33% and
84%2%%, The Executive’s model is then calibrated to ensure that overall average reach for
the UK remains unchanged.

The main impact of these adjustments is to generate lower estimates of reach in large
metropolitan areas such as London and Birmingham but higher reach in both rural areas
and for the non-English regions. In particular the impact of the calibration is to reduce
the magnitude of the positive adjustment factor in predominantly rural areas but also
exaggerate the downward adjustment in metropolitan areas such as London and
Manchester.

Whilst this approach has a consistent logic, the choice of approach when combined with
underlying adjustment factors, generates some diverse results. In particular local video
reach in London is estimated to be 3% of households by 2014. This means London’s
projected reach will be 71% below the UK average of 17.2%.

The Trust accepts that it is inherently difficult to estimate the variation in reach across
60 areas. However, it is not convinced that the degree or direction of variation in reach
levels set out in the Executive model is fully supported by sufficient empirical evidence.
The notion that local video will generate a lower average reach level in metropolitan
areas is based on two key factors:

a lower than average level of interest in local news in these areas
a wide variety of competing sources of local news, across a range of media

222 The BBC utilises forecasts of broadband penetration across 12 areas of the UK and maps these
estimates onto relevant regions within those areas. The derivation and application of these forecasts
tends to flatten out regional variation in broadband penetration.

222 The model adjusts its UK-wide estimate of reach to take account of the population characteristics
of each region. All sixty regions are categorised into four demographic types- metropolitan, urban,
mixed and rural. Reach is adjusted by -25%, 0,+25%,+30% respectively. In addition reach was adjusted
by between -30% to +30% depending on the population size of the region.
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However, these factors do not withstand scrutiny. Whilst existing data to estimate reach
for BBC local sites are not particularly reliable, they do not suggest that demand in
London is lower than elsewhere.??* Our own research supports this. Additionally, the
presence of a large number of competing suppliers is evidence of strong interest in local
news. Whether demand for local video is a complement to, or a substitute for, (or both)
these alternative services, is unclear.??® In addition, we have not seen any compelling
evidence to suggest that all metropolitan areas will exhibit the same pattern of usage.
More importantly, we are not convinced that the degree to which reach has been
adjusted in metropolitan areas is supported by empirical analysis to make such estimates
reliable.

Due therefore to the lack of detailed, reliable or consistent evidence, we have made
only small adjustments to estimated reach for local video at the area level. Our forecasts
include a small uplift in rural areas to reflect potential increased demand for local news.
Otherwise we do not believe we have strong ex ante evidence to estimate potential
inter area variation in reach nor that it will be significant. Every area will have its own
demand characteristics. Much of this demand will depend on the particular abilities of
that region’s news team.

Therefore the main driver of inter regional variation in the Trust’s forecasts of reach are
variation in projected broadband penetration. The Trust's forecast of local video reach
by 2014 reach for the 60 regions is set out in figure 3 below.

224 The Trust obtained unique user data for the six months to September 2008. The data were only
available for the last six months and were complex to interpret, limiting the conclusions that can be
drawn.

225 |t could also be argued that given a significant proportion of Londoners were not born in London
many Londoners will have a preference to access BBC local sites which cover their place of birth
outside of London or indeed sites relevant to overseas countries. However, given that the Trust has
not had access to reliable data on this issue the impact of such demand is speculative and therefore
not directly built into our forecasts.
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Figure 3: The Trust's mid-point reach forecast to 2014, as a % of all households for the 60 geographic
areas
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Annex lll. Trust Assessment on Quality

Are Proposals of High Quality and Distinctive?

A further driver of public value is quality. We have assessed this against the seven
distinctiveness criteria developed by the Trust for the bbc.co.uk review (figure 1).2% It is
appropriate to apply these criteria to proposals as they relate to the key drivers of
public value and, if approved, local video would form part of bbc.co.uk.

Figure 1: BBC distinctiveness criteria
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Source: BBC Trust 2008 bbc.co.uk review

In assessing distinctiveness we have drawn on research undertaken by Rosenblatt,
relevant published reports, evidence provided by the Executive and results of the public
consultation. Our overall conclusion is that whilst the offering demonstrates some
elements of distinctiveness, it is not in itself highly distinctive, as set out in figure 2.

Figure 2. summary of distinctiveness analysis

Editorial values

Non-commercial

e

Made for UK Not relevant
Link to TV & radio brands
Creatie & di torid ab i tin
Fresh & original approach

Uniqueness

Key: . distittie no Ot ds tictve

Clvl @

226 |n the recent .co.uk review, most or all of the criteria had to be met. The ‘made for the UK’
criterion is arguably not relevant in this assessment. Similarly, the link to television or radio brands in
the case of news content does not make it distinctive.
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We set out below our analysis of each of the relevant criteria.

Editorial values

Distinctiveness against this criterion is derived from the regulation of BBC online
content for fairness, independence, impartiality and accuracy.

Audiences place a high value on strong editorial values from the BBC and expect these
to extend across all platforms. This was underlined by participants in audience research
sessions for the Trust:*

‘You just expect really high quality from the BBC, no matter what it is.’
‘They're known all over the world for the news — it's what they do best.’
‘With the BBC, you just expect it's going to look slick and professional.’
‘You know that when it comes from the BBC it's going to be accurate.’

Whilst unregulated in this respect, local newspapers are valued by their readers and play
an important role in communities. In a poll conducted by YouGov in 2007,%% 52% of
people identified their local or regional paper as the best source of news and
information about their local area, followed by the BBC television news at 13%.%%° This
general point was underlined by a number of stakeholders who drew attention to high
levels of satisfaction with local titles among print readers.

Similar points were made by other newspaper groups in their consultation responses,
including GMG, which pointed to Ofcom’s research in its second PSB review and
suggested that in areas where local press websites are well-developed, provision is
already fit for purpose. 230

Comments from respondents in Manchester were significantly more positive about the
quality of news available in the region than the UK average, supporting our belief in the
strength of the PSB service that Channel M and manchestereveningnews.co.uk is
providing.

Ofcom PSB review, phase 1

227 Rosenblatt audience research for the BBC Trust, 2008
228 h H

Jiwww.pr zette.co. ry.asp?section =1 r =3754
229 The figure for local/regional newspaper website was 4%, and for the BBC website 6%.

20 Ofcom PSB review, phase 1, figure 53, statements are ‘news about my region is generally of a high
standard’ and ‘the main TV channels should not be made to show more news about my nation/region’
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Non-commercial agenda

The proposed service will be free from advertising and therefore distinctive in relation
to alternative provision which is substantially a\dvertising-funded.231

However, this is only meaningful in so far as the proposition has salience for audiences.
Stakeholders noted that the non-commercial nature of BBC content should not, in itself,
be used to demonstrate distinctiveness. In its submission, Johnston Press noted that
commercialism is often ‘seen as positive, providing relevant local information’.

This general point was underlined by research for the Trust which found that audiences
value news offerings that incorporate a wide range of local information.*> Analysis of
time spent on local and regional sites by MTM London meanwhile revealed that users
spend the majority of their time on classifieds sites (58%), followed by local search and
directories (39%); but only 4% on local news and information sites. >

Level of creative and editorial ambition

Production values, the number of video stories, and range and depth of coverage are all
potential elements of distinctiveness. Whilst the BBC's high production values, and the
extent and depth of coverage will be distinctive, range may be limited by the number of
available newsworthy stories in each area.

Production values, extent and depth of coverage

The scale of the proposed investment is likely to mean that the BBC will bring high-
quality production values to bear on the local news sector, with little prospect of the
commercial sector matching the investment in quality or extent of video output in the
short to medium term. By the time BBC local video is fully launched in 2012/13, the
BBC plans to create up to 20 minutes of bespoke new video stories each day for each of
the 60 local areas and invest £68 million in this service.

This is significantly more than outlay by the commercial sector. By way of example
[REDACTED] annual spend on its entire regional online operation [REDACTED] is
around £[REDACTED].%* Similarly, [REDACTED] states that it [REDACTED].

Human Capital’s analysis of a sample of local video sites concluded that the BBC's high
production values, visual appeal and in-depth journalism, bespoke for broadband, were
likely to be a source of distinctiveness.”®*® Human Capital recognised, however, that
certain sites already provide high-quality video output. It identified providers which are

L A distinction can, however, be made between advertisements on local websites and advertisements
embedded in the videos themselves. Human Capital maintains that as few sites currently use in-video
advertising it is not a source of distinctiveness but may become one in future.

22 Research undertaken by Rosenblatt for the Trust highlights the importance to all age groups of
listings and information on local services.

28 MTM London, investigation of business models for content in the online children’s and local and
regional market, Sept 2008. Analysis based on Nielsen top 2,000 sites with adjustments.

24 Of which a fraction is the production of video content

2% BBC material had the highest number of cuts per minute, and the largest percentage of packages
with complex post-production.
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experimenting with new production techniques, including the Manchester Evening News
and the Yorkshire Post. This is likely to improve over time, with superior production
facilities and video journalist expertise.

Audiences generally expect the BBC’s production values to extend directly to local
video; anything falling short of this would undermine a local proposition, as one
respondent noted: %

The BBC is renowned for the world service and the news. That's what they're
good at. There's no reason why, just because they have journalists reporting on
a local issue, it shouldn’t be of the same quality

Male, 30-45, Bury, North West England

Range of stories

Range is less likely to be a source of distinctiveness given probable limitations on the
number of newsworthy stories in any given locality. Several stakeholders questioned the
BBC’s ability to generate genuinely original material. Audiences also raised similar
concerns.?” Opinion Leader Research®?® observed that ‘a few participants express
concern that there may not always be sufficient newsworthy stories in their local area to
meet the daily quota of video stories and are keen to ensure that stories will only be
covered if they are sufficiently newsworthy.’239 Our own research cast doubt on
whether local stories would be sufficiently visually engaging to be video worthy.240

An analysis of the stories on a small sample of sites (BBC local and local newspaper
sites), over a six-day period, undertaken by the Trust concluded that there would be
scope for the BBC to expand its coverage. However, in so doing it may well duplicate
commercial provision. Given the scale of the study, it is difficult to generalize, but we
found that bigger stories were covered by all sites serving any given area. Currently,
BBC local websites limit coverage to significant stories; while other sites carry a greater
number of more locally focused items, ranging from schools and hospitals to traffic
incidents.

Fresh and original approach

The proposition contains several elements that could be described as fresh and original:
its partnership proposals, development of digital media literacy, encouragement of
participation in local democracy, producer-assisted viewer videos and the role of the
community producer.

Stimulating digital media literacy

‘Building digital Britain’ serves as a secondary contribution. The ability of the BBC to
stimulate digital media literacy across the UK, both under these proposals and more
generally, far outstrips that of the commercial sector. The role of community producer

236 Rosenblatt research for the BBC Trust, 2008

27 Rosenblatt research for the BBC Trust, 2008

228 submitted by the Executive with its application

29 Opinion Leader Research, 2008 quoted in the BBC management’s assessment of the public value of
its Local Video proposals

240 Rosenblatt, 2008
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is particularly appealing to audiences. We note that various community organisations are
active in this area but that their remit is more localized. Further, the service proposal
includes several elements intended to boost media literacy, for example the support for
UGC and the proposal to build on formal partnership agreements with the Community
Channel and the Community Media Association.

Encouraging participation in local democracy

The BBC is well positioned to encourage participation in local democracy. Its Digital
Democracy project is exploring the potential for a dynamic portal that brings together
the best of what the BBC has in audio, video and text,*** and local video is a potential
source of additional content. Under local video proposals, 20% of content will focus on
local democracy and public policy issues.

However, we also note the submission from the Newspaper Society, which draws
attention to its members’ coverage of political issues, and the growing use of webcams
and interactive Q&A sessions with local MPs. Drawing on 2008 research by Millward
Brown, it maintains local newspapers and their websites are seen by the public as the
best means of obtaining information about local authorities and public services.

Producer-assisted ‘viewer videos’

A central plank of proposals is producer-assisted ‘viewer videos' and the role of the
community producer in each local area. Providing production assistance was identified
by Human Capital as unique to the BBC, ‘while many other sites provide a location for
uploading UGC, none, broadcast or local newspaper provide production assistance’.2*
This was further supported in submissions to our consultation, among them,

[REDACTED], which admits that it could not [REDACTED].

However, user generated content features on many newspaper websites and is not, of
itself, distinctive. In addition, stakeholders expressed concerns that a greater use of
UGC more generally would harm operations. User generated content is expected to
play a key role in the development of new services, and complement coverage of local
and regional news so any expansion of BBC activity in this area poses a threat to
commercial providers.243

Uniqueness
The Executive identifies the following factors as being unique to local video:

UK-wide coverage ensuring plurality of provision
the size of the proposed local news areas.

The provision itself of video news does not appear to be unique.

p://www.bbc.co.uk/blogs/bk 008/02/digital democracy.htm
22 9 42 BBC Management's assessment of the public value of its Local Video proposals
23 [REDACTEDY] submission to the BBC Trust
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UK-wide coverage and size of proposed local news regions

The Executive maintains that a UK-wide local news service is unique and Human Capital
points to a distinctive ‘new level of local newsgathering’, which is larger than the
footprint of local newspapers but smaller than broadcasting regions. Whilst no one else
provides a UK-wide service, the issue of plurality requires further analysis.

Plurality is important both in the sense of having competition to the BBC and in ensuring
that all areas of the UK have more than one provider of local news. In his report on the
West Midlands trial,>* Laughton noted that ‘a more localised BBC service would ensure
that, throughout Britain, there is effective plurality of voice. A more local BBC should
seek to work with other news providers as well as maintaining enough resource to
compete with them where necessary.’

The Executive’s application adds that effective plurality would be achieved ‘by adding
provision of additional newsgathering capacity in areas where there is often a monopoly
gatekeeper.’**> We can see some merit in these points but question whether plurality of
provision is an issue at a local level.

Research undertaken by BMRB found that 63% of people use three or four sources of
local news, and 88% use two or more in most areas. Further, we note that whilst
expanded BBC coverage at a local level may support plurality in some circumstances,
this could be achieved within the parameters of the existing BBC local sites, without
recourse to local video.

The geographic footprint of proposals drew criticism from stakeholders; many claimed
they mimicked existing commercial provision. In each area, the Newspaper Society
pointed to at least one online news provider and in the majority of cases, several. By
way of example, BBC local websites link to multiple other sources of news and local
information.

Provision of video news

A growing number of regional newspapers, from the Bristol Evening Post and the Plymouth
Herald to the Truro Packet offer video content. [REDACTED] introduced video to 99
sites in 2006/07 and uploads 1,300 video clips per month.?* [REDACTED] has trained
100 staff and publishes around 40-50 new video stories each week. [REDACTED] has
more than 100 websites, at least 50 of which would carry local video content by
September 2008. In June 2008, there were 62,000 video views across the This Is
Network, and video features are increasingly used to support the key commercial
categories of property and motors.

Figure 3 provides examples of local video on non-BBC sites, where it is used for local
news bulletins, reports or stories.

2% L aughton Report, 2006
2% . 44, BBC Management’s assessment of the public value of its local video proposals

26 IREDACTED] Presentation to the BBC Trust
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Figure 3: examples of local video news sites

Bristol Evening Post, www.thisisbristol.co.uk
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The Evening Gazette, Teesside, www.gazettelive.co.uk

gazett elive...

Lancashire Evening Post, www.lep.co.uk

Made for the UK and links to TV and radio brands

All local video news will by definition be made in and for the UK, albeit that content
would be accessible to non-UK broadband users. Further, there are no plans to exploit
the BBC's television or radio brands through the proposition. However, where
appropriate, it may be used in regional linear television services.
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