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 Many thanks for asking me to share some thoughts with 

you on the state of play in the media industry. 

 Please note that although I am speaking solely for 

myself, and not for any clients, I do have a consulting 

relationship with News International and News Corporation, 

once had but no longer have such a relationship with BSkyB, 

am a regular columnist for The Sunday Times, and an 

occasional contributor to The Times, the Daily Telegraph, 

The Guardian, and The Spectator in this country, and 

several publication in the United States. No one at any of 

these organisations has any notion of what I am going to 

say, and therefore cannot be held responsible for my views 

and my errors. 

 I should also point out I do not regard myself as an 

expert on the economics of the media industries. Indeed, 

those industries are now so diverse, so competitive, 

changing so rapidly in technology and structure, that I 

suspect even experts will at times find it difficult to keep up 

with what is going on. 
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 So I will limit myself to a few points that might be of 

greatest relevance to this Committee. These are: the 

importance of maintaining a competitive environment, and 

the difficulty of reconciling that goal with the presence of a 

dominant public service broadcaster active in the market, 

especially when it comes to maximising the rate of 

innovation; and the importance of what has come to be 

called “plurality” in a democratic society, and how it might be 

measured. 

 I won’t bore you with a detailed recitation of the general 

virtues of competition: it provides consumers with the widest 

possible range of choices, at reasonable prices; it prevents 

monopolositic exploitation in the form of extortionate pricing; 

and, more important for our purposes, it undermines artificial  

barriers to new entrants and to new technologies.  

 I say that the latter is more important because it seems 

to me that we are in the midst of what Joseph Schumpeter, 

the economist who more than any other understood the role 

of the welfare-creating effects of the gale of creative 

destruction that characterises successful economies, called 

a “cluster” of innovations, almost bewildering in their number 

and range. It is important that we recognise this when 

devising public policy because in a period such as this even 
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the most dedicated regulator and most serious legislator 

cannot move at the pace of the technology and the market, 

and is at risk of becoming a serious impediment to change. 

That is because change threatens incumbents, and 

incumbents often have greater access to the ear of 

regulators and legislators than do struggling newcomers. 

 This is especially so in Britain, where a major existing 

institution, the BBC, enoys pride of place among national 

institutions. This is not the time to debate the role of public 

broadcasting: suffice it to say that British society, as 

represented by its elected representatives, is sufficiently 

satisfied with the BBC to have guaranteed it a handsome, 

assured and growing level of income, extracted alike from 

those who watch and those who do not watch its its 

programmes. It is a settlement that any other enterprise can 

only dream of. 

 Given that fact, the presence of this massive 

organisation in the broadcasting and related industries, it is 

important to shape public policy so that competition and its 

benefits can be preserved. That is no easy thing, and I have 

no clear answer to the problem of melding the desire to 

preserve this public service broadcaster and at the same 

time to preserve competition. But I can make one 
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suggestion: keep in mind that the ability of BBC to expand as 

it chooses -- and the constraints on it so doing have proved 

somewhere between minimal and non-existent -- stifles 

competition and innovation. 

 Entrepreneurs are not fools, and they know that they 

cannot compete with a service that consumers see as “free”. 

If they see a hole in the market, some need that is not being 

met, or some possiblity that a new service might create 

demand for it, they have to ask not one, but two questions. 

The first is: are there enough potential customers to allow 

me to cover my costs and make some money? In ordinary 

circumstances, if the answer is “yes”, the entrepreneur will 

go forward. But in the case of British broadcasting, he has to 

ask a second question: “If I go forward, and am successful, 

will BBC come along and offer a competing service?” If 

experience with 24-hour news is any guide, the potential 

new entrant would be wise to find another way of making a 

living. 

 So one step to be taken to preserve a dynamic, 

changing, consumer-friendly broadcasting industry is to 

create a mechanism by which successful innovators can be 

protected from predatory competition by the dominant firm, 

to put this in the language of competition policy. 
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 Another is to impress upon the regulators -- both those 

charged with enforcing competition policy, and the relevant 

sectoral regulator, Ofcom -- that they are free to take 

decisions that harm incumbents. Because media industries 

are still subject to political regulation -- Ministerial review is 

mandated in the interests of preserving “plurality”, about 

which more in a moment -- there is more interaction between 

regulators and politicians than would be desirable in a 

perfect world of perfect markets. Politicians hear more from 

incumbents -- and this is true not only in the media industries 

-- than they do from potential entrants, who have neither the 

resources nor the skill at lobbying that their more venerable 

and powerful rivals do. Most often, they would do well to 

close their ears to pleas for preservation of the status quo, or 

for special help in confronting a new competitor. 

 Indeed, we are blessed today with a circumstance in 

which -- if you constrain the power of BBC to crush 

newcomers -- markets can produce just about everything 

consumers need, and society would wish. The multiplicity of 

channels, the ability to access small in addition to mass 

audiences, to cater to the tastes of those who prefer ballet 

and opera to football and drama, make it less likely than in 

the past that we must rely on a public service broadcaster to 
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fill gaps in the programme market. There is no reason to 

believe that the market is incapable of doing just that. 

 The ability of the market to fill such gaps would, of 

course, be increased if competition for the massive funds 

available to the BBC were possible. It is entirely consistent 

for society to decide to devote resources to programming 

that cannot attract commercial sponsorship, and then to 

insist that there be competition for those funds from myriad 

producers, bidding for those funds with ideas and talent. Just 

as a tax-funded national health service that is free at the 

point of use need not rely on government to provide the 

service, a tax-funded public broadcaster need not be the 

programme creator.   


