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Executive summary

ENDERS|

Much has changed since Ofcom’s Second Public Service Broadcasting (PSB) Review. Back in 2008, digital
switchover was only just underway, two thirds of households had a broadband connection and fewer than1in g
people owned a smartphone. Today, digital television is universal, 85% of homes have broadband, with average
download speeds five times faster, and smartphones and tablets are becoming ubiquitous

Broadcast television remains the main source of information, education and entertainment for the majority of
people. But television viewing has shown signs of decline, especially among younger adults and children. The
main cause is increasing use of the internet, which has become a major medium in its own right, accounting for
a rising share of overall media consumption, as well as consumer and advertising expenditure

Much of the growth in internet usage since 2008 has accrued to mobile devices, which now account for half of all
time spent online. Usage of online video and social media has also exploded. Services such as YouTube and
Facebook have become key channels for content sharing and discovery, providing new routes to market

This is the context for analysing the extent to which online media contribute to the Public Service Objectives
(PSOs) established for Public Service Broadcasting, as set out in the 2003 Communications Act, covering cultural
activity, news and current affairs, sports and leisure, education, factual, children’s and young people’s content,
and community interests. This report focuses on the provision of relevant online media services

Relevant media content is now available over the internet from a huge number of sources. There are hundreds,
if not thousands, of online services. Providers include pure-play internet media businesses, broadcasters,
traditional media, government, non-governmental organisations, and public and international institutions

As aresult, internet users have a huge variety of choice in many of the categories covered by the PSOs. In news
and current affairs, there are more than 200 online English-language sources in the UK. In many other
categories too there is a vast range of content online, much of it unavailable on broadcast television

As well as affecting how media content is distributed and consumed, the internet is changing the nature of the
content on offer. The range of online media which contributes towards the PSOs includes:

— Existing traditional media that can be viewed online. This includes feature films, television programmes,
coverage of sporting events and news and current affairs content from broadcasters and print publishers,
some of which is redistributed via video-on-demand (VOD) services and social media platforms
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— Original traditional media created for the internet. This includes television series, such as House of Cards,
commissioned and distributed by Netflix, as well as news and features on websites like Huffington Post

— New forms of content only available online, ranging from short form video on YouTube, to interactive
learning programmes to socially-driven news and entertainment services such as BuzzFeed

Over two thirds of online media services at most fulfil one or two PSOs, underlining the level of specialisation on
the internet. Many services offer interactive elements that cannot be replicated on broadcast television, though
they can be replicated online by broadcasters. Social media and mobile apps are increasingly important
channels to reach and engage with internet audiences, and this is reflected across all the PSOs

Innovative business models and new players are emerging in the categories covered by all PSOs. The degree to
which media content fulfilling each PSO is available depends on the economics of content rights and
production, the size and nature of potential audiences, their willingness to pay (which in turn depends on the
value placed on the content by consumers and alternatives available), and value to advertisers

In a few genres, the internet is ahead of traditional broadcasting, notably those in which interactivity is a major
enhancement, such as music and education. In news and current affairs, online services often match television’s
output, arguably providing more breadth and depth, though accuracy and impartiality are less sure

In addition, the internet is enabling services targeting niche audiences and interests not viable on broadcast
television such as services for small audiences within particular locations, e.g. hyperlocal websites and services,
and widely dispersed audiences across multiple countries, e.g. niche sports and cultural events

‘High cost’ media such as feature films, television drama and major sports events are still controlled by rights
holders and broadcasters, but there is increasing investment by online services in TV-quality programming, such
as Netflix’s original TV series, Digital Theatre’s arts productions and Joumeyman Pictures’ documentaries

As with the internet generally, most online media services offering PSO-related content are free at the point of
use, funded by advertising, however many service providers also use other funding models. Growth in consumer
spending on digital media suggests that people are increasingly comfortable paying for content online

The answer to the question “How have online media services fulfilled the PSOs?” varies by PSO, but increasing
investment in and usage of online media is driving up the internet’s contribution across the board
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Methodology | Introduction
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This report has been produced for Ofcom’s Third Public Service Broadcasting (PSB) Review, and assesses the
extent to which online media services contributed towards the fulfilment of Public Service Objectives (PSOs) in
the period between 2008-2013

These objectives are set out in Section 264(6) of the 2003 Communications Act* (see Appendix)

The PSOs were established for public service television broadcasting. In recognition of the growing role of
online media, Ofcom’s remit for reviewing media services was extended by the Digital Economy Act 2010
beyond television to include radio and on-demand programme services and other internet services

Since Ofcom published its second PSB Review in 2009, continued growth in access to the internet and
consumption of online content, particularly to smartphones and tablets, which were not widely in use at the
time, have made it even more important to assess the relative significance of online media

Unlike broadcast television, data relating to online media usage, including video-on-demand and other internet
services, remains limited. There is no data source that provides a comprehensive view of the overall internet
audience or online consumption or the audiences and usage levels of individual services across devices

As aresult, we have taken a three-pronged approach:

— The first element was a market mapping exercise, designed to provide a picture of the overall contribution of
online media services towards the PSOs over the review period as a whole

* This report summarises the key findings from this exercise

— The second part was a series of 12 case studies to illustrate specific examples of how online media services
help to fulfil individual PSOs, focusing on the unique characteristics of online media

* These case studies also can be found on Ofcom’s website for the Third PSB Review

— In addition, we conducted several interviews with key players working in digital media, which informed our
overall analysis

*http://www.legislation.gov.uk/ukpga/2003/21/section/264
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Methodology | Scope of research
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For the purposes of this project we consider on-demand programme services as defined in section 368A of the
2003 Communications Act* (see Appendix)

In the 2003 Act, "on-demand programme services” are defined as services whose “principal purpose is the
provision of programmes the form and content of which are comparable to the form and content of
programmes normally included in television programme services”

However, defining the services we look at this way would mean excluding new forms of audiovisual content. For
example, much of the content onYouTube, the leading internet video platform, takes the form of short clips,
many created and uploaded by users, rather than traditional television programmes. Increasingly, internet users
might watch, say, aYouTube video about cooking instead of a cookery show on television

Hence, we have delineated online media services as follows:

— Video-on-demand (VOD) services: as per the “on-demand programme services” definition above, expanded
to include services offering other forms of video content

— Otherinternet services: typically providing text, pictures, video clips, audio clips, or other interactive
content, excluding any service which could be defined as aVOD service

Ofcom’s remit for reviewing such services covers only services “where there is a person who exercises editorial
control over the material included”. Therefore, we have not assessed the impact of content distribution
platforms such as YouTube, Facebook and the mobile operating systems

Only online media services accessible to UK audiences via the internet were included in our analysis
Only services in which the majority of content was provided in one of the languages of the UK were considered

In general, aside from language, content and pricing, the evidence suggests that UK internet users often do not
distinguish between UK and non-UK domiciled organisations when selecting which online media to use,
therefore both UK and non-UK based services have been included in this review

*http://www.legislation.gov.uk/uksi/2009/2979/made
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Methodology | Key data sources

Video-on-demand services

* We included regulated "on-demand programme services"”, as described in the 2003 Communications Act, as well
as other internet video services not covered by the Act

* The data sources used to identify relevant video-on-demand services were:

— The Directory of Notified Services provided by the Authority for Television On Demand (ATVOD), the UK's
independent co-regulator for the editorial content of UK video on demand services that fall within the
statutory definition of On Demand Programme Services (ODPS)

 This directory is principally made up of TV-like services that fall under UK jurisdiction (essentially decided
by whether the service provider’s head office is in the UK and/or editorial decisions are made in the UK)

* At present, there are about 120 services listed in the directory

— The European Audiovisual Observatory’s MAVISE database, which includes about 250 on-demand
audiovisual services available in the UK

* On-demand audiovisual services are interpreted in a wider sense than “on-demand audio-visual media
service”, as defined in the European Audiovisual Media Services Directive

* Services listed in MAVISE extend beyond TV-like offerings to include branded channels on iTunes,
YouTube and other platforms, as well as smartphone video apps that provide other forms of video
content, e.g. short-form clips

— The top 400 internet video services and top 100 YouTube channels listed by comScore in its Video Metrix
database, ranked according to number of UK unique users

* Unlike ATVOD and EAOQ directories, the Video Metrix database is based on the video services used by its
panel of users and therefore captures a wider range of video offerings

* At presentVideo Metrix only tracks PC-based internet usage, and so does not cover sites and services
exclusively available via mobile devices
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Methodology | Key data sources (cont.) and limitations
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Other internet services

For other internet services, i.e. services offering a range of content including text, pictures, video, audio and
other interactive content (see above for the definition), our key sources were:

— The top 400 websites and services ranked according to number of users as listed by comScore under its
Multi-Platform Media Metrix panel (covering both PC and mobile device users)

— The top 100 websites and services ranked on the same basis by Nielsen on its UK NetRatings panel (also
covering PC and mobile consumption)

In addition, we carried out an extensive programme of desk research to identify other relevant services;
particularly those exclusively available via mobile devices, as well as services providing specific content related
to one or more of the PSOs (for example, local information or programming for children)

Key sources included Apple iOS and Google Play app stores, newspaper and magazine articles and recent
industry awards

Limitations of data sources

Whilst every attempt has been made to create a database of all key online media services fulfilling any of the
public service objectives, it is simply not possible (or desirable) to generate a comprehensive list

Reasons for the former include the limitations of the sources used, as well as our self-imposed restrictions on
the number of sites and services

The latter is simply a practical point, there is not enough time to cover every sites or service across each PSO

Therefore, we believe that our approach, based on using a range of different data sources, including usage-
based panels, directories and desk research provides a reasonable indication of the range and scope of online
media services available in the UK today
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Methodology | Public Service Objectives

PSO

PSO1
Cultural activity

PSO2
News & current affairs

PSO3
Sports & leisure

PSO4
Education

ENDERS|

PSO content

“cultural activity in the United Kingdom, and its
diversity, are reflected, supported and stimulated
by the representation in those services (taken
together) of drama, comedy and music, by the
inclusion of feature films in those services and by
the treatment of other visual and performing
arts”

"those services (taken together) provide, to the
extent that is appropriate for facilitating civic
understanding and fair and well-informed
debate on news and current affairs, a
comprehensive and authoritative coverage of
news and current affairs in, and in the different
parts of, the United Kingdom and from around
the world”

"those services (taken together) satisfy a wide
range of different sporting and other leisure
interests”

“those services (taken together) include what
appears to OFCOM to be a suitable quantity and
range of material on educational matters, of
material of an educational nature and of other
material of educative value”

PSO fulfilment test

Includes UK-originated or
financed content or in the case
of music or visual or performing
arts UK artists or events

Includes news and/or current
affairs content*

Provides sports and/or leisure
interests content

Features educational or
teaching material

2003 Communications Act

264(6)(b)

264(6)(c)

264(6)(d)

264(6)(e)

*See slide 12
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Methodology | Public Service Objectives (cont.)

PSO

PSOsg
Factual programming

PSO6
Religion

PSO7
Children’s & young people’s
programming
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PSO content

"those services (taken together) include what
appears to OFCOM to be a suitable quantity and
range of material dealing with each of the
following, science, religion and other beliefs,
social issues, matters of international
significance or interest and matters of specialist
interest”

“the material included in those services that deal

with religion and other beliefs include —

- material providing news and other
information about different religions and
other beliefs

- material about the history of different
religions and other beliefs; and

- material showing acts of worship and other
ceremonies and practices (including some
showing acts of worship and other ceremonies
in their entirety)”

“those services (taken together) include what
appears to OFCOM to be a suitable quantity and
range of high quality and original material for
children and young people”

PSO fulfilment test

Offers factual content, e.g.
documentaries

Offers religious content or
content related to beliefs*

Provides original content for
children or young people*

2003 Communications Act

264(6)(f)

264(6)(9)

264(6)(h)

*See slide 12
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Methodology | Public Service Objectives (cont.)

PSO PSO content PSO fulfilment test 2003 Communications Act
PSO8 "those services (taken together) include what Provides content for specific 264(6)(i)
Community & regional appears to OFCOM to be a sufficient quantity of communities (UK or non-UK) or

material that reflect the lives and concerns of regions (UK only)

different communities and cultural interests and
traditions within the United Kingdom, and locally
in different parts of the United Kingdom”

PSOg "those services (taken together), so far as they Not assessed* 264(6)(j)
Programmes made outside  include material made in the United Kingdom,
the M25 include what appears to OFCOM to be an

appropriate range and proportion of material
made outside the M25 area”

*See slide 12
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Methodology | Public Service Objective fulfilment tests

ENDERS|

The database of online media services was too large to be able to test whether every service contributed
towards each PSO. For reasons of practicality and simplicity, therefore, we applied our own tests

The PSO fulfilment tests we used are set out in the tables on slides 9-11

The main differences between the PSOs as set out in the 2003 Act and the PSO fulfilment tests were:

— PSO2 News & current affairs: we only judged if a service provided news and/or current affairs content
— PSO6 Religion: we only judged if a service offered religious content or content related to beliefs

— PSOy Children’s and young people’s programming: we only judged if a service provided original content for
children or young people

It was not possible to determine if content on a particular online media service was made outside the M25 area
or not, therefore we did not address this PSO
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Methodology | Relevant online media services and case studies
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Based on the list of relevant online media services, other data and our own analysis, we have prepared this
report on the contribution of online media towards each PSO over the period of the PSB Review, i.e. 2008-2013

The second element of the project is a set of 12 case studies to illustrate specific examples of how online media
services help to fulfil the PSOs, focusing on the unique characteristics of online media

The case studies were selected from the list of relevant online media services that we identified (see slides 6-8)

The final criterion for selecting case studies from the database was uniqueness. This broke down into several
elements that we considered desirable, although not individually essential, for a case study:

— Original or unique content: is there content that fulfils public service objectives and is not available through
traditional media, or elsewhere online?

— Unique functionality: does the service offer new ways of engaging with content, especially ways that are only
possible online? For example, interactive content, use of mobile device functionality

— Unique services to complement the PSO content: e.g. discovery or recommendation services,
personalisation, social integration etc

We considered using quantitative criteria, such as audience size or rapid growth in usage, to identify potential
case studies. However, such measures risk ignoring whether a service offered something unique. Also, audience
data is not available for many services. Finally, we wanted to avoid heritage bias, where the online operations of
heritage media benefit from their offline brand, even when the services are not unique or interesting

Therefore, we decided that a qualitative study, based around the idea of uniqueness, was the most appropriate
way of selecting services to be analysed further as case studies

Report for Ofcom | How online media services have fulfilled the Public Service Objectives | September 2014
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Methodology | Selection criteria for online media services and case studies

Initial database

Exclude non-UK language services

Exclude services that do not fulfil any public service
objectives

Relevant online
media services

Divide into Public Service
Obijectives (PSOs)

Relevant online media
services

Uniqueness
assessment

Case studies —

Case studies
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Methodology | Service categories and examples

* Services were categorised according to how they monetise their content. Services could use multiple models

Type of organisation

Broadcasters

Non broadcasters

ENDERS|

Public service
broadcasters

Non-Public service
broadcasters

Traditional Media

Internet Media

Corporate

Public &
International
Institutions

Academia, Archives
& Libraries

Government &
Non-Governmental
Organisations

Examples

The Public Service Broadcasters are the
BBC, ITV, Channel 4 and Channel 5

All other TV broadcasters and platform
operators

Media businesses whose main focus is on
‘traditional’ media, e.g. print, radio

Media businesses whose main focus is
online, though they could have
‘traditional’ assets

All other for-profit companies

Public bodies, e.g. museums, galleries,
arts bodies. Typically not for profit

All educational institutions, including
archives and libraries

All government and charity online media
services

VOD services

BBC iPlayer, ITV Player, 40D,
Demand 5

Sky Go, Dave On Demand, Now

A3M

Netflix, Amazon Prime Instant,
iTunes

PGA Digital Golf Academy

Smithsonian channel

Gresham College

Khan Academy, It Gets Better

Other internet services

BBC News, ITV News, Channel 4
Scrapbook, milkshake

Sky Sports News, Cartoon
Network

Guardian, NME, Capital FM,
Liverpool Echo

Vice, Buzzfeed, Medium, Spotify

Red Bull, Arsenal Football Club,
ASOS

The Tate, Science Museum,
National Galleries Scotland
Khan Academy, iTunesU,

Duolingo

National Trust, Mumsnet, local
council websites
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Methodology | Funding models

* Entities were categorised according to primary type of output and company/organisation type. These categories are exclusive

Funding model Definition

Ad-funded Sells space onsite or in-app for advertising
Commercial Funded through unrelated business operations
Discrete purchase Sells content or products directly

Government Given funding by government programmes
Licence fee Funded through the licence fee

Not for profit Not attempting to monetise significantly
Subscription Sells subscriptions to content
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Internet trends | Audience growth

* Since 2008, the number of people accessing the
internet in the UK has grown steadily while the
television audience has been broadly stable

* In December 2013, about 95% of the population
watched broadcast television, down marginally
compared to December 2008

* Over the same timeframe, we estimate that the
internet’s overall reach increased by about 10ppts to
80% of the population

* The key driver of the growth in the internet audience
has been rapid adoption of mobile devices

* More than four times as many smartphones and
tablets as PCs were shipped in the UK in 2013:
smartphones accounted for three quarters of mobile
phone sales, and tablet sales surpassed those of PC,
which fell sharply

* Smartphones’ affordability and functionality have
improved significantly and the range of apps has
expanded their capabilities and consumer appeal; we
estimate there are now more smartphone users than
PCinternet users in the UK

* Tablets’ appeal has grown as the form factor has
proven superior to PCs for various activities — notably
watching video and ‘sofa surfing’ — and by the end of
2013 we estimate that 31% of the population used a
tablet

ENDERS|

Broadcast television viewers versus internet users (m)

70
60 57 57
50 42 43
40
30
20
10
o)
Dec-08 Dec-o09
Broadcast television Internet

Internet users by device (m)

57 58 57 58

48
45 45 +

Dec-10 Dec-11 Dec-12 Dec-13

Base: 4+ population; internet users includes estimated mobile device users
[Source: BARB, comScore, Enders Analysis estimates]

50
41 41
39 39
37 38
41 35
33
1
20 17 9
11
8 10
10
: I
2
o - -
2008 2009 2010 2011 2012 2013
Base: 4+ internet users
PC Smartphone M Tablet [Source: Enders Analysis estimates]
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Internet trends | Usage of online media

* The rapid uptake of smartphones and tablets has Total internet consumption (hours, billion)
driven significant growth in internet consumption 25
. . . . 6
since 2008, with a significant amount of incremental >
usage to smartphones and tablets . 18.6 -
* Another contributing factor has been the growth in 15.0 s
, — 72
broadband speeds. Ofcom estimates that average ' 128 : 52
0.0 .
fixed line connection speed increased 5x to 17.8Mbit/s 6. 1;“* 2.1 3
10 . .
between 2008-2013 8.9 3
* Smartphones have evolved from being only used 5 i 9.1 10.8 10.9 1.8 e

when out and about to all-purpose, all-location
connected devices, whilst tablets are used mainly for °

. . . 2008 2009 2010 2011 2012 2013
web browsing and media consumption at home

Base: 4+ internet users, excludes offline app and TV-based usage

PC MSmartphone MTablet [Source: Enders Analysis]

* Intotal, we estimate that aggregate time spent online
increased 70% between 2008 and 2013, with the Share of internet consumption (% of total)

device mix shifting dramatically

100%
. ke 12% 16% %
* In 2013, we estimate that smartphones and tablets 9%
(1]

2

accounted for 48% of all internet usage, up from 10% 80% 28%
in 2008, with the PC set to account for less than half 32%
of all usage in 2014 as penetration and usage of 60%
mobile devices continues to rise 90% .
40% 84% o
* Native ‘apps’ have become the dominant method of B 63%

. . . . , %
accessing the internet via mobile devices. comScore 0% N
data for the US suggests that time spent online using
apps outstrips browser time by 5 to 1, and anecdotal 0%
evidence suggests a similar ratio in the UK 2008 2009 2010 201 2012 2013

Base: 4+ internet users, excludes offline app and TV-based usage
PC Smartphone M Tablet [Source: Enders Analysis]
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Internet trends | Media-related activities

Broadly, the proportion of internet users using the
internet to access media content continues to rise
steadily, as more content becomes available via
mobile devices, which account for a growing share of
the audience and consumption

* Despite the rise of apps and the continued move of
services to online, traditional activities — notably web
browsing and email - still have significantly higher
penetration than other functions

*  Whilst there is relatively little variation in penetration
of common internet activities over time, age is still a
key factor for certain activities

* Nearly three times as many internet users between
16-24 access social networks compared to those over
65, and over twice as many specifically access online
media content, such as news, games, films and music,
compared to the older cohort

* Social media services such as Facebook, which is now
used by more than 35 million people in the UK, and
Twitter, with its real-time information on news,
events and sports, have become key channels for
content discovery and sharing

ENDERS|

Selected internet activities by audience reach (% of internet users)

80% 73%
67% 66%
62%
59% 59% 58%
60%
e
%
40 ' / 44%
4,0%
33% o
20% 310
0%
Q12008 Q1 2009 Q1 2010 Q12011 Q12012 Q12013 Q12014

Reading/downloading online news, newspapers or magazines
== Playing/downloading games, images, films or music
Base: 16+ internet users [Source: ONS]

Finding information about goods & services
=== Social networking, e.g. Facebook, Twitter

Selected internet activities by age, Q1 2014 (% of age group)

100% %
> 84% 87% 84%
80% %
0 % 7570
80% 71%650 8% 73 69%8%
1% 8% 60%
60% 54% 8%
48%
2% 44%
37%
0,
4,0% o%
24%
20% 13944%
0% l
16-24 25-34 35-44 4554 55-64 65+
Finding information about goods & services Reading/downloading online news, newspapers or magazines
B Social networking, e.g. Facebook, Twitter B Playing/downloading games, images, films or music
Base: 16+ internet users [Source: ONS]
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Internet trends | Over-the-top video

Unlike print media, television has not caved in to the
internet. Overall viewing to the TV set has remained
remarkably resilient, with viewing levels reaching an
all time high in 2011/2012

But in 2013, for the first time, there was a decline in
television viewing across all age groups (though 2012
was boosted by London Olympics and Paralympics),
which has continued in 2014

Different trends are emerging between younger and
older viewers. In the last two years, there is clear
evidence of a sharp fall in viewing to the TV set among
younger adults and children, while older people’s
viewing has remained almost flat

The main cause of the decline is increasing access to
smartphones and tablets. Other factors include
growing accessibility of online video and other
interactive content and faster broadband speeds,
which are conducive to video consumption

Television shows and feature films are increasingly
widely available online from broadcasters and video-
on-demand services such as Netflix

Other forms of online video have also improved
dramatically, with growing investment in video made
for the web from both pay and ad-funded services
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Connected viewing as a share of total viewing (%)
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Internet trends | Social networking

* Asnoted on slide 19, use of social networks skews
heavily young

* There is a great deal of variation in the growth of
social networks

— Facebook remains the sole ‘social superpower’
across all demographics, and has emerged as
major challenger to Google for internet eyeballs
and internet display advertising

— Twitter’s user growth ‘problem’is apparent in the
year-on-year comparisons

— Instagram and Pinterest are both growing fast,
raising the possibility that Facebook will own the
two largest social networks by users in the near
future (in addition to Whatsapp)

— Not captured in this data are mobile apps which
occupy a similar space to social networks but
which do not have a web presence

* Increasingly, social media is not just a channel for
communication, but a platform for sharing and hence
discovering media content
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Share of internet users accessing social networks by age, March 2014 (% of total)
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Internet trends | Consumer and advertising expenditure

* Out of the £4.5 billion revenue generated last year by
digital media content in the UK, about 60% was

Consumer expenditure on digital media (£€m)

3,000 2,768
derived from direct consumer spending and 40% from
online advertising 21500 21294
— Consumer expenditure includes digital games, 2,000 1,766
music, video, books and newspapers, but excludes 1500 1,409 2,456
mobile apps not covered by these categories 1,131 i
. L o . 1,000 821 1,478
— Online advertising is for online display advertising 1,172
. : : . 940
only excluding ads on social media services such as 500 669
. .. . 612
Facebook and Twitter, as this is not directly . = 101 237 288 436
content related 2008 2009 2010 2011 2012 2013

Video-on-demand Other online media

— This equalsjust over one third of broadcast Includes digital games, music, video, books and newspapers

television industry revenue of £12.6 billion,
comprising £5.9 billion from pay-TV services, £4.1

[Source: ERA, BPI, BVA/OCC/ERA/IHS, Kantar Worldpanel, Enders Analysis estimates]

Internet display advertising (£€m)

billion from advertising and £2.6 billion from public 2,000
funds (e.g. BBC licence fee) T4
+ Based on these figures we estimate that digital video 1,500 1,385
services generated just under £1 billion in 2013, up 1,299
from £165 million in 2008 1000 984 1,379
— Most of the growth in revenue comes from co7 707 1,160
increasing spending on subscription-based and 1,067
transactional video-on-demand services >0 . 677 o
— Internet video advertising has also risen sharply in . o - 225 365
the |aSt three years ° 2228 2309 2010 2011 2012 2013
Video-on-demand Other online media Net advertising revenue; excludes social media ads
[Source: IABUK/PwC, Enders Analysis estimates]
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Key themes | Huge selection of services

There are now hundreds, if not thousands, of online
media services that provide content related to one or
more of the Public Service Objectives (PSOs), versus
five Public Service Broadcasters (PSBs)

Based on the database we developed, a list of
relevant online media services accessible to UK
internet users was created against each PSO. From
this filtered list, we stripped out services without any
English, Welsh or Gaelic language content

The final dataset consisted of 888 services, of which
274 (31%) are video-on-demand (VOD) services and
614 (69%) focus on other forms of content, e.g. text,
images, etc. However, many smaller services are not
included (see slide 68 on hyperlocal websites)

Of the PSOs, the objective most widely catered to is
sports and leisure interests, followed by factual,
children’s, and news and current affairs; at the other
end of the scale there are few services providing
original content on cultural activities (as defined for
this project) and very few covering religion and
beliefs, the latter perhaps reflecting lack of interest or
difficulties of funding such content

The online media services we recorded are split
roughly 50:50 between internet media companies and
other organisations including traditional media,
broadcasters, academia, government, public
institutions and so on
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Online media services by Public Service Objective, June 2014

1,000

800

600

400

200

Video-on-demand services

888
614 489
366
274
123
All Sports,
Leisure

Interests

418

291

127

Factual

216

123

93

Children,
young people

Other internet services

213

153
60

News, Current
affairs

200 180
137 106
63 74
UK Education

communitites

Online media services by organisation type, June 2014

500

400

300

200

100

459
286
117
1
= 106
11
Internet Media  Traditional
Media

Video-on-demand services

84

54
30

Non-public
service
broadcasters

Corporate

66

51
15

Other internet services

57

41
16

Academia,
Archives &

Libraries

52

41
11

156
62
9%

UK cultural
activity

47
24

Religion and

beliefs

[Source: Enders Analysis]

31
%

Government & Public & Int'l

NGOs

Institutions

22

19

Public service
broadcasters

[Source: Enders Analysis]
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Key themes | Existing, original and unique content

As well as affecting how existing media content is distributed and * Broadly, the range of online media content which contributes towards

consumed, the internet is supporting the development of original

content, as well as enabling entirely new content forms categories

Existing ‘traditional’ media
redistributed online

¢ Includes feature films, television
programmes, coverage of sporting
events and news and current affairs from
broadcasters and print publishers

e Mainly distributed by traditional media
companies via online platforms and
services, e.g. BBC iPlayer, ITV Player, Sky
GO, Mail Online and so on

Catalogue films and TV shows are also
available via video-on-demand (VOD)
services such as iTunes and Netflix

Some full-length Channel 5 and BBC
programmes (via BBC Worldwide) are
available onYouTube after the Public
Service Window

ENDERS|

e This includes television series, such as
House of Cards and Orange is the New
Black, commissioned and distributed by
Netflix, as well as news and features on
websites like Huffington Post and VICE

e Arguably, it also includes other TV-like
content such as the video documentaries
produced by Journeyman Pictures and
the theatrical productions filmed by
Digital Theatre

* Investment in original content for the
internet by traditional media companies,
including broadcasters, remains limited,
though there are exceptions, such as the
BBC's proposal to make BBC3 an online
only channel

the various Public Service Objectives can be segmented into three

Unique content

only available online

e This includes unique forms of content
that are only available online or that can
only be supported on the internet

e The former includes short form video
available on-demand which would not
work in a linear schedule, as well as many
hyperlocal sites which could not be
supported in print

e The latter includes services which provide
online interactive and community-based
features. Examples include online
learning programmes from the likes of
Khan Academy, socially driven news and
entertainment such as BuzzFeed, and
music playlists via Spotify
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Key themes | Unique functionality and services

* In addition to original or unique media content created for the internet, ¢ Services that are only possible online include online learning
we also assessed services for other elements of uniqueness, specifically programmes where users get real-time feedback, and learning by doing
for computer science and language skills (for example, see Online

Academies case study)

focusing on:

— Unique functionality, for example providing new ways of engaging

users that are only possible online such as interactive contentoruse  * Interactive services also provide some of the most innovative original
content for children consisting of educational material and social online
games, which is not possible via other media (for example, see Bin

Weevils case study)

of mobile device functionality

— Other unique services which complement PSO content, e.g. discovery
or recommendation services, personalisation such as individual
content playlists, social integration and so on

Duolingo Netflix Spotify YouTube
quiz next episode auto-play personalised playlist  video and comments

. veovey “ - * NG T

Translate this sentence

» SHUFFLE PLAY

Available Offline [ )

@ Die Frauen trinken das Wasser.
Let's Stay Together

The women are drinking the water Al Green - Hi and Mighty - The Story of Al Gre.

Woke Up This Morning

Alabama 3 'oke Up This Morning

Next Episode Playing in

How Well Do We Know Each Other? |

Zoella
«” You are correct
House of Cards
Season 2 Ep. 4 - Chapter 17
2014 18 48m
A terror scare at the Capitol traps Francis with a resentful Donaid Blythe. Claire gives a live interview that rocks q
Perfect 10 6 Zoella Subscribe

the media.

I'm Not In Love - 2005 Remaster.. @
Talking Heads

[Source: Duolingo, Netflix, Spotify, YouTube/Zoella]
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Key themes | Plurality and choice

* Media plurality is about ensuring that the public has
access to and is exposed to a range of different
opinions, views and information

* Ofcom provides a useful definition based on 1/
ensuring that there is a diversity of viewpoints
available and consumed, and 2/ that no single media
owner or voice has too much influence over public
opinion and the political agenda*

* Innews and current affairs, the first of these goals
appears to be met on the internet; we recorded 213
online media services providing coverage, ranging
from UK newspaper websites, to other countries’
newspapers’ online editions, to online services such as
Huffington Post and VICE

* Unlike broadcast news, there are no rules about
impartiality online, and inaccurate or even misleading
information can be widely distributed, creating
potentially significant risks

* Theinternet’s greater choice extends across many of
the PSOs —in factual programming, Journeyman
Pictures offers over 860 documentaries (for purchase),
compared to less than 650 via the PSBs online video
players, whilst Netflix's UK service has more than
2,200 feature films versus just 70 at the time of writing
available to watch on the PSB’s online services

*http://stakeholders.ofcom.org.uk/binaries/consultations/measuring-plurality/
statement/statement. pdf
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Factual programmes available online, 28 September 2014

1,000
862
800
600
400 351
200 147
6 6
4 5 19
o}
Journeyman Channel 4 Five ITV S4C BBC
Pictures

Excludes talk shows [Source: Journeyman Pictures, Pubic Service Broadcaster websites]

Feature films available online, 28 September 2014

2,500 2,261
2,000
1,500
1,000
500

45 12 11 2 o
o
Netflix UK Five ITV BBC Channel 4 S4C
[Source: AllFlicks, Pubic Service Broadcaster websites]
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Key themes | Niche content and rise of specialists

* One characteristic of the internet is that it enables the Number of internet sites by UK unique users, September 2014 (not to scale)
development of services targeting niche audiences 2,000,000 | 1924,819
and interests that are difficult to support on other
media. These include services for small audiences
within particular locales or with a special interest, as
well as widely dispersed audiences across multiple 30,000
countries or regions

20,882
* Forexample, whereas the number of people in the 20,000
UK seeking to learn Mandarin or with an interest in
. 10,000
contemporary Japanese art may be small, online 3,188
media has the ability to reach and combine such 334 250 23 9 6
. . [0}
preV|oust hard-to-ta rget audiences <10k 10k-100k 100k-500k 5ook-1m im-gm 5m-10m 10m-20m >20m
* Thus, the internet has supported the rise of niche Sites accessible to UK internet users; PC internet users only [Source: comScore]
services, ranging from amateur websites, to semi- Online media services by number of Public Services Objectives fulfilled, June 2014
professional networks, to fully fledged specialist 400
companies and organisations 348
* Thisis reflected in our study of nearly goo online
. . : s . 300
media services, with most specialising on a particular 266
area or form of content. Of the services we
2
researched, 39% only fulfil one of the PSOs, 30% fulfil 200 >
two, and 31% fulfil three or more 185 145
* Just three online media services contribute towards 100 100 84
all eight PSOs: the BBC, Sky and YouTube
93 81 54 27
45 16 ® % 3
o 30 11 2 & 3
1 2 3 4 5 6 7 8
Video-on-demand services ™ Other internet services [Source: Enders Analysis]
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Key themes | New routes to market

* A major development in the last few years is the Internet audience by platform, June 2014 (m)
increasing number of routes to market o

* In 2008, the PC was the dominant device for accessing 48
the internet and almost all online services were based 50 43
on HTML web pages; since then there has been sharp 40 36 34
growth in mobile device penetration and apps have »

emerged as the key method of mobile interaction "
* HTML-based websites, which can be accessed by any *

device with an internet browser, remain the most 10 6 5
common protocol: 94% of the online media services
we recorded offering content fUIﬁIIing one or more of Total internet  Smartphones YouTube Facebook Tablets Connected  Connected TV

. . I t
the PSOs have a dedicated website QaES CONSOIEe >¢
Base: 6+ internet users; PC, smartphone and tablet only; mobile internet includes smartphone and tablet users
e YouTube and Facebook have become key cross-device [Source: comScore, Ofcom, Enders Analysis estimates]

platforms; the vast majority of VOD services have Number of online media services by platform, June 2014
YouTube channels, though many broadcasters only

1,000
offer promotional clips, and most online media

837
services have Facebook Pages, often primarily as a 800

: . 6
promotional and community tool 605 53 s

* Theimportance of the mobile internet is reflected in 600

461 441 A
400 339

232

the number of online media services with mobile apps
(50%), although each platform, e.g. Apple iOS,

Android, Windows Phone, is based on proprietary 200 192 148 -
69 66

technology and requires its own dedicated app 18 5t 28 38

A growing number of VOD services |nc|ud|ng those of Website YouTube Facebook Mobile app IPTV Games console

the PSBs and SUbSCI’iptiOI’] services such as Netflix can Total Other internet services Video-on-demand services

be accessed on connected TV sets Based on online media services fulfilling one or more Public Service Objective;
many services operate across multiple platforms [Source: Enders Analysis]
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Key themes | Increasing audience scale and usage

Broadly, the shift to mobile devices is reflected in the
online audience and consumption patterns for
relevant online media services for each of the Public
Service Objectives: declining PC internet users, offset
by growing numbers of smartphone users

Overall usage appears to have risen across all the PSO
categories between 2009-2013 (see slides 9-11 for the
full list of PSOs), with the exception of Religious
content, which has fallen dramatically

Mobile usage data in the lower chart represent mobile
browser access only, and excludes app usage, which
accounts for the majority of overall mobile internet
consumption, therefore overall growth in usage is
likely to be significantly higher for most content
categories

PSO8 (UK community related content) is excluded
from the lower chart, due to its scale, but increased
substantially
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Internet audience accessing online media fulfilling each PSO by device (m)

8
40 36 37 36 36 “ 3 .
32 31 31
29 28
30 26 26 27
22
19.3
20 17.1 17.0 k- . 18.2 16.9
9.8
10
33
o}

2009 2013 [2009 2013 2009 2013 | 2009 2013|2009 2013 [2009 2013 2009 2013|2009 2013
PSO1 PSO2 PSO3 PSO4 PSOs PSO6 PSO7 PSO8

PC Smartphone [Source: comScore]

Aggregate usage of online media services for PSO by device (bn, mins)

5
bty
0.7
4 3.4
2.8
3 2.5 25 25 2.6
0.5 2.1
2.0 0.
> 1.7 0.5 1.7 1.7 s 3
oF v Bz 5o 4
) 25 e 25 23 o8 e 2.1
17 a1, 1.7 13 14 g_g
0

2009 2013 | 2009 2013 | 2009 2013 | 2009 2013 | 2009 2013 | 2009 2013 | 2009 2013
PSO1 PSO2 PSO3 PSO4 PSOsg PSO6 PSO7

PC Smartphone Mobile browser usage only [Source: comScore]
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Key themes | Moving up the content value chain

As the internet audience grows in scale, and
associated pay and advertising revenues increase, so
investment in content for the internet is rising

Probably the best known example is the huge rise in
investment in streaming video by Netflix, which spent
£1.4 billion on content licensing and original shows in
2013 (of which over a quarter was on original series
such as House of Cards and Orange is the New Black),
equal to half the overall programming spend of all five
PSBs

Albeit on a smaller scale, there is increasing
investment across a range of genres. For example,
Journeyman Pictures and Digital Theatre are ramping
up spend on TV-quality documentaries and arts
productions respectively

In addition, strong growth in internet advertising,
worth £6.3 billion in 2013, is supporting more
investment in ad-funded content. Examples include
more professional videos on YouTube and wider, more
in depth coverage on news and entertainment sites
such as BuzzFeed and Vice (see case studies)

We estimate ad revenue per hour for online video is
approaching that of broadcast television, with ITV’s
CEO Adam Crozier stating at the company’s Q4 2013
result presentation that ad pricing for ITV Player was
4-5x the station average for airtime ads
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PSB network programming spend vs. Netflix streaming content costs (£bn)

4

3.4
2.9 2.9 5.8

1.4
1.0

0.4
0.0 0.1

2008 2009 2010 2011 2012 2013

PSB network programming spend ™ Netflix amortised streaming content costs

Netflix costs converted using BoE spot fx rates [Source: Ofcom, Netflix, Enders Analysis estimates]

Advertising revenue per viewing hour for broadcast TV vs. internet video (£)

0.08

0.06

0.04

0.02

0.00

0.07 0.07
0.06 0.06 0.06
0.06
0.05
0.04
0.03
0.02
0.01
0.01
2008 2009 2010 2011 2012 2013
Broadcast TV Internet video

Excludes BBC TV viewing and online adult consumption; net revenue [Source: Enders Analysis estimates]
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Key themes | Range of funding models

Across the internet, the majority of online media
services are still free to internet users at the point of
use, primarily funded through selling ads

This is also the case with online media services
offering PSO-related content, with more than half of
those analysed for this report carrying adverts

The next three most frequently-used commercial
funding models are 1/ linking to other business
operations, e.g. tie-ins with TV channels, 2/
subscription-based models, for example, to online
music services such as Spotify, SVOD services such as
Netflix, and newspaper sites like the Sun and the
Times, and 3/ discrete purchase, e.g. transaction-
based services like iTunes

There are also a number of not-for profit (NFP)
services, many based around less overtly commercial
categories, e.g. education and religion

Although the majority of online media services
offering PSO related content depend on a single
funding source, a substantial number have multiple
revenue streams

This can be seen across sectors. For example, while
Netflix relies on subscription income, Amazon Instant
Video offers subscription (via Amazon Prime), online
rental and one-off purchases
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Online media services by funding model, June 2014

490
500
400
300 351 265
200
195 133 124 120
100
()
139 ? 84 91
7° 43 40 . 4
0 29 8 8
Ad-funded Commercial ~ Subscription  Not for profit Discrete License fee ~ Government

purchase

Video-on-demand services Other internet services

Many services have multiple revenue streams [Source: Enders Analysis]

Online media services by number of funding models, June 2014

700 672
600
500
447
400
300
200 170
22
100 5 127 45
39 1
0 43 3
1 2 3 4
Video-on-demand services Other internet services [Source: Enders Analysis]
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Key themes | Summary of online media services

PSO

PSO1
Cultural activity

PSO2
News & current affairs

PSO3
Sports & leisure

PSO4
Education
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Availability and range of services

Video-on-demand services — 94
Other internet services — 62
Middling number of services, heavily
skewed to video and music

Video-on-demand services — 60
Other internet services — 153
Middling number of services, largely
text-based apart from broadcasters

Video-on-demand services — 123
Other internet services — 366
Largest number of services, heavily
non-video, taking in many small
services

Video-on-demand services — 74
Other internet services — 106
Middling number of services with
multiple video-based lessons

Unique characteristics

Shorter form drama and comedy are
possible; new business models (e.g.
bundling content and low cost all-
you-can-eat subscription packages)
lead to new ways of consuming, e.g.
binge viewing TV series

Real-time (unlike print) and on-
demand (unlike broadcast). Low
start-up costs make hyperlocal
services viable

Online games represent a new
category of leisure interest, and
community-based features are
popular with sports fans

Online educational services exploit
the two-way connection of the
internet, in contrast to passive
broadcast education

Conclusions

Actual content is similar to
broadcast; new distribution channels
offered by online lead to incremental
consumption

Any geography or topic is well
catered for online, but trust and
impartiality are harder to ensure in a
real-time socially driven
environment

Niche leisure interests are covered
extensively online, but broadcasters
retain the rights to major sports
events

One of the most exciting areas:
lectures from top universities are
available to watch online, and
students can learn, practise and be
assessed on the internet
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Key themes | Summary of online media services

PSO

PSOsg
Factual programming

PSO6
Religion

PSO7
Children’s & young people’s
programming

PSO8
Community & regional
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Availability and range of services

Video-on-demand services — 127
Other internet services — 291

Large number of services, more than
half of which cater to “special
interests”

Video-on-demand services — 20
Other internet services — 27

Smallest number of services, fairly
evenly split between video and other

Video-on-demand services — 93
Other internet services — 123
Middling number of services, fairly
evenly split between video and
other. Numbers are bolstered by
individual YouTube channels

Video-on-demand services — 63
Other internet services — 137
Middling number of services,
tending to lower cost text-based
websites

Unique characteristics

Native online video tends to be short
and low-budget. Some of the most
typical online text services are public
collaborations such as “wikis”,
outside the scope of the report

The internet enables interactive
concordances for religious texts and
faith-based community forums

New content genres such as teen
video logs and virtual worlds for
children offer community-based and
interactive features not available on
broadcast television

Very specific communities have
dedicated services online, due to the
low barriers to entry online, with
hundreds of hyperlocal services
available in each of the nations

Conclusions

Broadcast-quality content is rare in
this category, with exceptions such
as Journeyman Pictures. Online is
ideally suited to researching specific
topics on-demand

Few major services providing high
quality services around religion and
beliefs, possibly due to narrower
addressable audience than for other
objectives

A lot of the content for pre-school
children is redistributed broadcast
content, however older children
have access to entertainment made
by other young people onYouTube

Small and underserved communities
are represented online; although it is
not clear that there is much money
in running such services; many are
small scale independent services not
run on a commercial basis
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5. Public Service Objectives
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PSO1 UK cultural activities | overview

Public Service Objective Netflix, Digital Theatre, SB.TV and The Space screenshots

“that cultural activity in the United Kingdom, and its NETELIX s « THE SPACE + rrworks &

diversity, are reflected, supported and stimulated by the

British Dramas

representation in those services (taken together) of
drama, comedy and music, by the inclusion of feature
films in those services and by the treatment of other
visual and performing arts”*

Explore John Peel's a

. collection
Key findings Johin Pect
 Growth in over-the-top video, added to declining B Beautiful Thing
television viewing, which fell across all across all age n Bforatran Harvey
. . ww " 1 " produced by QNQ v A |
groups for the ﬁrst time In 2013[ has pushed the v . ‘ 2 . The acclaimed 29xh anniversary production of | ) 4 Blog: Visiting Marina Abramovic's
. . . . v v o arvey = =einalipR o ] M 512 Hours, or What | think about
online’s video share of TV and video consumption to when F'm counting grains of rice
10%, and more than a quarter amongst 16-24s
* The vast majority of this is to pure-play services, Descriptions and links for selected services
including subscription-based offerings such as Netflix
and ad-funded services like YouTube Digital Theatre Live and on-demand theatrical productions www.digitaltheatre.com
* A small amount of original TV-quality programming is
. . . . Netflix On-demand TV and film video service www.netflix.com
now being funded by the likes of Netflix, and online
services such as Digital Theatre are making other
SB.TV Online broadcaster focused on urban music www.sbtv.co.uk

cultural content not broadcast on television available

to the online audience. In music especially, the
internet is becoming a, if not the, mainstream channel The Space Showcase for UK visual and audio artists www.thespace.org

for discovering, sharing and listening
Rijksmuseum Digitised art from Amsterdam'’s Rijksmuseum www.rijksmuseum.nl/en

*www.legislation.gov.uk/ukpga/2003/21/section/264, clause (6)(b) [Source: organisation websites]
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PSO1 UK cultural activities | market context

* The most common form of participation in a cultural Have done at least once in the last 12 months (% of total)
activity continues to be watching or listening to a 100%
programme on TV or radio ot 7% 7%
*  While more and more people are accessing the 61%
. . . . 9
internet, and more cultural content is available online, 60% 53% 49% 52%
o . . . 41% 440 0%
it is unclear whether this is translating into greater 40% 39% 407 37%
interest in art and culture 0% 22%
. . - . . 20%
* Whatis clearis that the internet is enabling people to
discover, consume and share arts and cultural content 0%
. . Watched or  Beento the cinema Visited a museum Been to the theatre Beento a concert Seen a ballet, a
and EXPErIENCES IN NeW ways listened to a or gallery dance performance
. L. . cultural or an opera
* Film and television: Over-the-top video now programme on TV
accounts for 10% of TV and video consumption, or radio Base: UK adults
.. . 200 201 [Source: European Commission/TNS]
though this includes short-form user-generated clips, 7 3 P
as well as films and television shows Cultural activities on the internet (% of total)
. e . %
* Music: Internet distribution including download-to- o7 (%
. . %
own, subscription and ad-funded streaming generates 40% 37% 397 36% "
. . 0
half of all spending on recorded music 29% ,8% 29% 33
30% 25%
* Visual and performing arts: Theatres, concert halls 22%
. . . 0,
and galleries are using the internet to make shows 20% 7%
available both live and on-demand, reach wider ” 8%
1070

audiences and provide deeper context

0%
Listened toradioor Searchingfor Downloading music Watched streamed Downloaded films Visited musuem or

music information on or on-demand orTV or radio library websites
cultural products or movies or TV programmes
events programmes

Base: UK adults using the internet for cultural purposes
2007 2013 [Source: European Commission/TNS]
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PSO1 UK cultural activities | online media services

Of the online services we analysed, 156 offered some
relevant cultural content. The majority (62%) were
primarily video services, in stark contrast to the total
database of PSO-relevant entities, of which 31% are
primarily video

Many services delivering cultural content are simply
new routes to market for traditional content, whether
that is a broadcaster putting its videos online, an
internet media service licensing TV and films from
content owners, or an art gallery providing digital
exhibitions of its collection

However, some services offer original cultural
material — from low budget comedic YouTube
channels to full TV series from Netflix

Additionally, entities offering even non-original
content through a new channel can provide services
that create and cater to different consumption habits:

— Services such as Netflix can habituate users into
watching television shows at less regular rates
than are offered by linear scheduling

— Convenience is a factor: although people may be
able to visit the National Gallery, they can see its
collection at a time of their choosing with an
internet connection
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UK cultural online media services by content genre, June 2014

100 93
75 37 69
60
19 52
50 16 47
12
21
56
2 0
5 5 " 40
26
0
Music Comedy Drama Films Visual/performing arts

Video-on-demand services Other internet services [Source: Enders Analysis]
UK cultural online media services by organisation type, June 2014

100

89
8
© 26
60
40
63
18
20 3 14 13 10
4 9 5 4 3
12
0 © 4 3 = 3 3
Internet media Non-public Publicservice Traditional = Corporate  Public&int’l Academia, Government &
service broadcasters media institutions  archives & NGOs
broadcasters libraries
Video-on-demand services Other internet services [Source: Enders Analysis]
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PSO1 UK cultural activities | online media services

 Cultural content online is seen as valuable: paid UK cultural online media services by revenue model, June 2014
services are overrepresented in this set versus the 100
overall set of online media services across all eight 82 o
o]
* Purchase of individual pieces of content, for example -
.. . . 60
feature films, television series, music albums, and
. . 62 43
other forms of content, as well as advertiser-funding,
. (0]
are the most common funding models, the latter 4 »
. . . . 2
highlighting the wide appeal of many forms of 49 3 5
. . 20
cultural activity (see next slide) i :
20 21 12
16 > 1
o 3 3
Purchase Ad-funded Commercial Subscription  Not for profit License fee Government
Video-on-demand services [1Other internet services [Source: Enders Analysis]
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PSO1 UK cultural activities | online usage

The number of unique PC visitors to cultural services
appears to be fairly flat over the past five years, with a
slight downward trend. Assuming an increasing
number of people who primarily go online via mobile
and who do not strongly under-index on cultural
services, we can posit a slight rise in users over time

The effect of increased mobile usage is more apparent
when looking at time spent on cultural services —the
time on PCs has dropped much faster than PC users,
meaning that many people continue to use PCs at
least once a month, but their time online is shifting to
other devices

— These are patterns we see repeated across all the
categories of media researched for this project

Given the prevalence of video content amongst these
services, it is likely that there is a lot of uncaptured
consumption, via tablet, over Wi-Fi and in apps (the
preferred way to consume video on mobile)

Some sites at the centre of providing cultural material
attract huge audiences. In June 2014, 62% of the UK
online population visited a BBC site, a large portion of
whose output supports and reflects UK cultural
activity
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Audience for UK cultural online services by device (m)
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Average time per user on UK cultural online services by device (minutes)
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PSO2 News & current affairs | overview

Public Service Objective

“those services (taken together) provide, to the extent
that is appropriate for facilitating civic understanding
and fair and well-informed debate on news and current
affairs, a comprehensive and authoritative coverage of
news and current affairs in, and in the different parts of,
the UK and from around the world”*

Key findings

* Across the population, television continues to be
the main method for accessing news and
information on what is happening in the UK and
around the world. Nevertheless, there is growing
divergence between age groups

* Older people still rely on television news, but,
according to an Ofcom survey in April 2014, the
internet is now the most popular source for 16-24s

* Online-only services such as BuzzFeed and VICE,
spanning entertainment-oriented snippets to
detailed journalism covering serious issues in
depth, are encouraging younger people to engage
with news and current affairs

* Social media has become a powerful way of
discovering breaking stories, but branded services
remain the core sources

*www. legislation.gov.uk/ukpga/2003/21/section/264, clause (6)(c)
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BuzzFeed, Journeyman Pictures, Vice and Truthloader screenshots

BuzzFeeD e

News Big Stories Life Quizzes Lis

Scotland’s No Voters Feel Threaten¢
§ Afraid To Speak Out And Think Thei
4l Country Is More Divided

Exclusive polling by YouGov for BuzzFeed reveals t
to which Scotland's No voters think Scotland has ct
during the referendum campaign.

P | This Is What Friends The Computer
o | Would Have Looked Like
riends is undou ne
an. But yo
0th anni
i on

Central.

Documentaries

Shield and Spear
89/54 minutes

An artist paints a caricature of
South African president Jacob Zuma
that provokes a lawsuit, death
threats, and a massive street
protest. Around this incident, a
kaleidoscope of stories about art,
race, and freedom of expression
bear witness to the challenge of
working in a country that, 20 years
into democracy, has so far
spectacularly failed to uphold its
idealistic bill of rights. An
exuberant account of the
contradictions native to this
troubled land.

Descriptions and links for selected services

Journeyman Pictures

Buzzfeed

Truthloader

VICE

Ampp3d

Online independent documentary maker

Social news and entertainment site

News and current affairs channel on YouTube

Investigative news and features website

Data-focused stories content from Trinity Mirror

The Future of Our Gay Neighbourhoods

‘We asked a sociologist about the evolution of places like London's Soho.

g

Truthloader

Home Videos Playists  Channels Discussion  About

Uploads

www.journeyman.tv

www.buzzfeed.com/

www.youtube.com/user/
truthloader

www.vice.com/en_uk

www.mirror.co.uk/news/
ampp3d/

[Source: organisation websites]
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PSO2 News & current affairs | market context

* News has always occupied a central position in public Question: "Which do you use for news nowadays?”, March/April 2014
service television broadcasting
Television 6% 90%
* Recent surveys from Ofcom and Reuters have Internet/apps: Any 21% co
hlghllg.hted the .r|5|ng importance of online media for Newspapers = 4%
accessing breaking news, whether through search Radio 41%
, , : . : 21%
engines, news websites or social networks, along with %
) Internet/apps: Laptop 7/ 15%
an expanding range of news content. _ %
Internet/apps: Mobile 4 40%
» Ofcom’s report into news consumption in the UK Word of mouth 8% 159
indicates that TV news is still the most popular way of Magazines 4%,
getting news, as claimed by 75% of its survey sample None/don't follow 3% o0
. : o :
in 2014, compared with 78% in 2013 0% 0% 4o% 0% 80% 100%
 Other data presented by Ofcom and Reuters point to Note: 'Internet/Apps: Any'is an aggregate of all internet devices
. . .. . 55+ 16-24 Base: adults 16+ [Source: Ofcom]
major changes in digital news consumption due to the
rapid growth in online access via websites and mobile Question: "In what ways doyOU access and use news Online?”, March /April 2014
apps
. . . . 54%
* Many of the changes in news consumption among the Read news stories online 60%
young look to be lasting and irreversible, though it is
not yet clear how these changes will affect viewing to _ , , 27%
Read articles on blogs/social media o
the TV set as they get older 237
%
Watch TV news online 207
20%
6%
Watch news related video clips 5%
14%
0% 20% 4,0% 60% 80%
2013 | 2014 Base: All who use internet for news nowadays — adults 16+ [Source: Ofcom]
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PSO2 News & current affairs | online media services

* Werecorded 213 online services offering news and News & current affairs online media services by organisation type, June 2014
current affairs coverage in the UK, addressing a 80
virtually unlimited range of subjects and opinions

73
62
* Most traditional media companies and broadcasters 60
put their existing news content online, much of which 43
can be viewed without charge 40 -
* Some online news services have become strong 0 .8
brands, such as Vice and Huffington Post, providing 20 30 ® 11
up-to-the-minute news, as well as in-depth articles. 15 16 5 ’ 6 °

. 6 6
Many are free at the point of use, funded by J 2 2 2 3
d .. d d Internet media Traditional ~ Non-public Government & Public service Academia, Corporate  Public & int'l
advertising, and cater to and attract younger media service NGOs broadcasters  archives & institutions

audiences than traditional news providers broadcasters libraries

« The majority of online news services are still text- \deo-on-demand services [ Other internet services [Source: Enders Analysis]

based, in part due to the cost of producing and News & current affairs online media services by revenue model, June 2014
distributing video. Increasingly, many feature short 160

videos from news agencies and other sources, as well
as user-generated clips from YouTube

140

120
* Whilst social media is an increasingly powerful source

of breaking news, and most news providers have a 107

8o
social media presence, branded websites and/or apps 56

remain the core news platform 38

40 35 33

* BuzzFeed is an excellent example of an online news 29 22
27 5

(and entertainment) service that optimises its content 33 o 18 . 2
9 6 1
. . . o 4 2 1
to be shared via social media and consumed on Ad-funded Commercial Subscription  Not for profit Discrete License fee Government

mobile phones purchase
Video-on-demand services Other internet services [Source: Enders Analysis]
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PSO2 News & current affairs | online usage

The audience shift to mobile devices for news and
current affairs content is shown in these charts

— The upper chart shows the number of PC-based
internet users accessing news and current affairs
websites between December 2009 and December
2013, demonstrating mild decline, followed by
stabilisation

— By 2013, the mobile audience for news/current
affairs was still significantly lower than that to the
PC, but growing fast (smartphones have been
widely available only since 2009)

Overall consumption of online news and current
affairs appears to be rising, though incomplete data
for mobile devices makes it impossible to be sure

— Aggregate usage was flat in December 2013 vs.
December 2009, according to comScore

— This excludes mobile apps, which in the US
account for 80% of mobile internet usage

Huge growth in traffic to certain online news services
including traditional providers, such as the Guardian
and Mail Online, and internet-only players, such as
Vice and BuzzFeed, indicates that online news will
continue to attract significant audiences
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Audience for news & current affairs online media services by device (m)

&0 355

) 34-4

32.4 32.9 32.2
30
20 17.0
10
o
Dec-09 Dec-10 Dec-11 Dec-12 Dec-13

PCinternet users (6+) Smartphone users (17+)

Mobile data only available for December 2013
[Source: comScore]

Average time per user on news & current affairs online services by device (minutes)

100

86
77 77
8o 70
63

60

o
4 28
20

o

Dec-09 Dec-10 Dec-11 Dec-12 Dec-13

Smartphone users (17+)
Mobile data only available for December 2013, mobile browser only
[Source: comScore]

PCinternet users (6+)
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PSO3 Sports & leisure interests | overview

Public Service Objective

“those services (taken together) satisfy a wide range of
different sporting and other leisure interests”*

Key findings
* Audiences for many sports events remain robust and,

following the 2012 London Olympics, participation in
sport is rising, according to Sport England

* Broadcast and video rights to the most popular
professional sports leagues such as Premier League
football are controlled by pay-TV operators notably
Sky and BT TV, and can only be watched live on their
platforms (though highlights are available through the
BBC and in short form on News UK newspaper
websites and mobile apps)

* Pirated video of many rights-based sports is widely
available online, despite the attempts of the
broadcasters and others to clamp down

* Niche sports, such as outdoor action sports, are more
widely available over the internet

* Other leisure activities are also widely represented
online, many taking advantage of the internet's
unique interactive capabilities to create new ways for
audiences to engage

*www. legislation.gov.uk/ukpga/2003/21/section/264, clause (6)(d)
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Goal.com, Mpora, and Sorted Food screenshots

M4 UnitedKingdom ~ Rey = Menu B Videos  QsSearch MPORA™™

GOAL@ #XTrailAdventure

WIN THE ULTIMATE HIMALAYAN ADVENTURE
HOME PREMIER LEAGUE TRANSFERS LIVE 5 - — Y gi h =

Quick Links

CHAMPIONS LEAGUE ﬂ\, .
What we leamed from Arsenal humbling
BT A5

From Danny Welbeck's wayward finishing to the lack of a holding midfielder,
there was plenty to digest after Dortmund romped to a 2-0 victory

SORTED

Tuesday.

SORTED RECIPE ORIGINALS | TUESDAYS & FRIDAYS

Descriptions and links for selected services

Goal.com London-based football-focused website

Mpora Main website for action sports network

Sorted Food Recipe and cooking website and YouTube channel
RHS Gardening website

Twitch Livestreams of videogames

www.goal.com

WWW.mpora.com

www.sortedfood.com

www.rhs.org.uk

www.twitch.tv

[Source: organisation websites]
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PSO3 Sports & leisure interests | market context

* Audience levels for many sports events remain robust
and, following the 2012 London Olympics,
participation in sport is rising, according to Sport
England

* Viewing of TV sports channels remains significant,
accounting for about 8% of total TV viewing, and an
even higher share on the five main PSB channels;
much of the improvement due to the 2012 London
Olympics and Paralympics

* Sport continues to be the largest revenue-generating
genre for multi-channel broadcasters, accounting for
43% of revenue In 2013, with revenue reported by
sports channels rising 13%, mainly due to increased
activity by BSkyB and the launch of BT Sport*

* Pay-TV and free-to-air broadcasters retain live rights
to most popular sports, including ‘listed events’, and
other major sports, such as Premier League football,
exclusively on Sky and BT Sport

* Whilst the cost of live and on-demand rights to
popular sports events remain beyond the reach of
almost all online only sports services, online coverage
is increasing, particularly for niche sports

* Inaddition, many online sports sites offer fans a
chance to interact in ways that are not possible with
broadcast media

*p.165, Ofcom Communications Market Report August 2014
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Number of people in England participating in sport at least once a week (m)
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PSO3 Sports & leisure interests | online media services

* More than half of the services analysed contained Sports & leisure online media services by organisation type, June 2014
material relevant to sports and leisure interests, 300
making it the most frequently fulfilled objective in the

269

. . . 250
database. Of these, 210 contained material relating to >
sports specifically 200
" o 192
— The non-sports entities varied in focus, but the 150
most common leisure interests covered are o
. . . . 100
cooking, fashion and especially gaming 51 48
. 50
— The prevalence of game-related services can be 77 75 32 40 14 12 10 6
. . al
explained by the congruence of the medium and 0 4 o 8 7 = 5 3
h . k onli b Internet media Traditional =~ Non-public ~ Corporate  Public service Public & int'| Government & Academia,
the activity: you cannot cook onling, but you can media service broadcasters institutions NGOs archives &
play games online broadcasters libraries
e These services are genera”y ad-funded and online Video-on-demand services Other internet services [Source: Enders Analysis]
native, suggesting that there is enough of an audience Sports & leisure online media services by revenue model, June 2014
to maintain dedicated ad-funded services 350 317
* Niche and highly specific leisure interests are very well 300
catered for online, compared to traditional media. 250
Action sports, comic books, anime and bodybuilding
are all served by one or more entity analysed 200 245 161
— This is partly due to the lack of geographical 150
restrictions for content distribution (so a large but 100 130 84 6
diffuse audience is as attractive as a large 58
50 24
concentrated one), and partly due to the ease of 72 " 2 35 i ; 1
. 2 12
discovery offered by web search ° _ o _ * -2
Ad-funded Commercial Subscription Discrete Not for profit License fee Government
purchase
Video-on-demand services Other internet services [Source: Enders Analysis]
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PSO3 Sports & leisure interests | online usage

¢ Sports and leisure interests commanded a very large
audience throughout the review period — 81% of the
total PC audience and 64% of the total mobile
audience accessed a service in this category in
December 2013

» Consumption within this category has increased on a
per person basis over the past five years, and it has
remained with the PC to a greater extent than others

— Possibly this is a result of in-depth guides and
discussions of leisure interests being more suited
to desktop consumption — many of the entities
surveyed consist of medium or long-form text
posts

* Consumption is widely distributed — the category has
a very long tail of small entities catering to niche
interests, which aggregate to large audiences
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Audience for sports/leisure online services by device (m)
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Average time per user on sports/leisure online services by device (minutes)

120 113
107
P 102
100 g1 9
8o
60
40 34
20
o
Dec-09 Dec-10 Dec-11 Dec-12 Dec-13

PCinternet users (6+) Smartphone users (17+)
Mobile data only available for December 2013, mobile browser only
[Source: comScore]

Report for Ofcom | How online media services have fulfilled the Public Service Objectives | September 2014 49



PSO4 Education | overview

Public Service Objective TED-Ed, Khan Academy, Duolingo, and Learners Cloud screenshots
“those services (taken together) include what appears M M) GUOLINGO  vome  oessen e T
B ) TED Ed Lessons worth Sharing ®
to OFCOM to be a suitable quantity and range of P — CF&E& WYWERED

material on educational matters, of material of an
educational nature and of other material of educative

’ SUBJECTS =

Tutor-led HD Videos

value”*

Support

Key findings

Watch hundreds of in-depth HD GCSE revision|
GCSE tutors, each with Test & Learn questio
to follow and really bring learning to life.

* Theinternet has largely replaced television as a key
channel for learning, with public service television no

Subscribe online and you can start streaming ]
have access to your full subscription on your
simply download our GCSE revision video app|
streaming today anywhere, anytime.

All our content Is created by experienced teac!
checked by educational consultants and regu

longer broadcasting educational programmes (the last
course-related Open University programme was
shown on BBC2 in 2006) s | bt | o | e

* Schools, colleges and universities increasingly make

recordings of lessons available via websites and Descriptions and links for selected services
platforms such Apple’s iTunesU (which offers over
50,000 free lectures from local colleges and elite Codecademy Interactive programming/coding courses www.codecademy.com
universities)
. . . . Duolingo Online and app-based language learning service www.duolingo.com
* Butinthe last few years the internet has come into its g PP s = s
own as an educational platform across a vast range of
. . . Khan Academy Interactive learning service www.khanacademy.org
subjects. Options range from simple lessons to
structured programmes, many free at the point of use
TED-Ed Interactive educational website ed.ted.com
* Increasing adoption of mobile devices means that
learning can take place anywhere anytime; classrooms o , ; ) )
i Learners Cloud Subscription-based interactive learning website www.leanerscloud.com
are no longer required
*www.legislation.gov.uk/ukpga/2003/21/section/264, clause (6)(e) [Source: organisation websites]
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PSO4 Education | market context

Ever since Lord Reith, the BBC's first Director General,
stated that the broadcaster’s mission was to
“entertain, inform and educate”, education formed a
core part of the television landscape, with
programmes for schools and the Open University
broadcasting course-related programmes on BBC2
until 2006

In the last few years, however, much of this territory
has been ceded to the internet

— Students of all ages now use the internet as a

primary source of information

— Schools and universities increasingly post audio

and video recordings of lessons onto websites and
platforms such Apple’s iTunesU

More recently, there has been a surge of innovation
and investment in online education

A key area of growth has been around interactive
learning, ranging from simple lessons, such as those
provided by TED-Ed and Khan Academy, to more
structured programmes from dedicated service
providers such as EdX (backed by Harvard and MIT)
and Coursera (a US for-profit enterprise)
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Question: "Have you ever used the Internet for...?”

100% 90%

82% 78% 80%
80% 74%

60% 56%
4,6%
40% 30% 29%
22%
20%
0%

Finding or checking a Investigating topics of Looking up a definition Getting information for Distance learning for

fact personal interest of aword school projects an academic degree/
job training
2007 2009 ®2011 M>2013 Base: internet users [Source: Oxford Internet Institute]

Individuals studying an online course within the last 3 months (% of age group)

%
20% 18%
16%
o 11%
12% 10%
8% 8% 8% 8%
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0%
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16-24 25-54 Mgo5-74 [Source: Eurostat]
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PSO4 Education | online media services

Across all platforms, 180 entities in our dataset
provide educational material. Unsurprisingly
academia, archives and libraries are the most highly
represented in this category, on a par with internet
media companies in absolute terms

In terms of content type, online-native educational
services, such as Ted-Ed or Khan Academy, are much
more likely to concentrate on video than the online
offerings of existing educational organisations.
Indeed many popular educational services consist
only of aYouTube channel

Consonant with education’s status as a social good,
the most common business model for the education
services we inspected is not-for-profit, although given
the state resources involved in education generally
the relative lack of popular government-funded
services is surprising

One feature of online educational services that
distinguishes them from other educational media is
interactivity: the internet offers the possibility of
taking scored tests, getting feedback, or producing a
project in a way closer to classroom learning than to,
say, an educational television programme
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Educational online media services by organisation type, June 2014

60 57
53
21
40
38
20
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36 13 1
14 9
15 . 7 5
6
o 5 4 4
Internet media Academia, Government& Non-Public Public&int’l ~ Corporate
archives & NGOs Service institutions
libraries Broadcasters

Video-on-demand services

Other internet services

Educational online media services by revenue model, June 2014

9 8
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o}
Traditional Public Service

media Broadcasters

[Source: Enders Analysis]

8o
69
60 54
41
40 26 37
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10 12 1
o G 3 2
Not for profit Ad-funded Commercial Discrete Subscription License fee Government
purchase
Video-on-demand services Other internet services [Source: Enders Analysis]
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PSO4 Education | online usage

* The audience for educational services is smaller than
most, but still represents more than half of the total
online population

* Mobile data for the latest year shows that a large
proportion of the audience for educational services
access them on their smartphones.

— This is likely due in part to the presence of high-
quality educational mobile apps, of which
Memrise, Duolingo and Coursera are current
examples

— It also suggests a pattern of people learning in
much more diverse contexts than are possible with
traditional educational media: a Duolingo
language session on mobile can be fitted into a
lunchtime queue

» Across all devices, per-user consumption appears to
be increasing. In addition, several high-profile services
which have launched during the review period, whose
usage is not captured in PC usage data, implying
overall consumption is even higher
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Audience for educational online media services by device (m)
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Average time per user on educational online media services by device (minutes)
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PSOs5 Factual | overview

Public Service Objective

“those services (taken together) include what appears
to OFCOM to be a suitable quantity and range of
material dealing with each of the following, science,
religion and other beliefs, social issues, matters of
international significance or interest and matters of
specialist interest”*

Key findings

Television accounts for the majority of high-value
factual programming such as documentaries and
history and nature programmes, which continue to
attract significant audiences

Broadcasters, platform operators and new internet
media firms are making professional video content
available free at the point of use online

Limited commercial prospects of niche factual and
current affairs content means that ad-based models
cannot generate large enough audiences

Factual programming on the internet falls into three

categories: low production value online only content,

often short form; old television shows which may be

accessed via aggregators such as YouTube and Netflix;
and a small number of TV-quality shows from the likes

of Joumeyman Pictures for a fee

*www.legislation.gov.uk/ukpga/2003/21/section/264, clause (6)(f)
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The Girl Effect, CGP Grey and Life on Terra screenshots
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Descriptions and links for selected services

Journeyman Pictures Online independent documentary maker Www.journeyman.tv

www.youtube.com/user/

CGP Grey CGPGrey

Educational YouTube channel focused on history

Life on Terra Science and natural history website lifeonterra.com

Periodic Videos Video based website on periodic table www.periodicvideos.com

Website of campaign for women'’s education in

The Girl Effect third world countries

www.girleffect.org

[Source: websites]
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PSOs5 Factual | market context

Documentaries have had a commercial renaissance in
the last decade, with high profile feature-length titles
such as Fahrenheit 9/11 and March of the Penguins
having successful runs in cinema and attracting
significant audiences when broadcast on television

This is reflected in TV viewing: according to BARB
data, on average we spend almost half an hour every
day watching TV documentary channels, up
significantly from a decade ago

There is also increasing investment in documentaries
produced for online distribution, with sites such as
Joumeyman Pictures covering a growing range
subjects and making videos available on their website
as well as licensing them to broadcasters, educational
institutions and commercial entities
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PSOs5 Factual | online media services

We identified 418 entities featuring material dealing
with science, religion, social issues, matters of
international significance or matters of specialist
interest, around 70 of which fulfilled this objective
alone

The distribution of these services across the types of
organisation and funding models we identify matches
the distribution of all online media services in the
database

— This is likely down to the breadth of the objective —
there is some variation when broken down further.
Government and NGOs are highly represented in
services dealing with social issues, for example

Much of the content in this category is of a lower
quality than equivalent broadcast content.
Nevertheless, users undoubtedly value the ability to
access information content on demand on any topic,
e.g.Yad Vashem for holocaust research, Hope Stories
for accounts of recovery from drug addiction, or
Climate Conference for information on climate
change

In line with one of our key findings, highly specific
interests are well catered for, with special interests
being the best represented subcategory here

ENDERS|

Factual online media services by subcategory, June 2014

250 233
204
200 184
150 160 140
139
121
100 86
50
7
3 65 63 54
o
Special interests Social issues Matters of international Science

interest
Video-on-demand services Other internet services

Factual online media services by organisation type, June 2014

82
43
39

Religion/beliefs

[Source: Enders Analysis]

197
200
150
123
100
68
50 45 38 .
74 65 22 16 13 13
37 18
o " 8 16 10 151 10 8
Internet media Traditional Government& Non-public ~ Academia, Public&int'| Corporate Publicservice
media NGOs service archives & institutions broadcasters
broadcasters libraries
Video-on-demand services Other internet services [Source: Enders Analysis]
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PSOs5 Factual | online usage

* Many of the largest traditional and internet media
companies offer content which falls into this category
— extracting an audience for factual content
specifically is difficult

* Online services are bound to be taking a large share of
people who want to find a specific piece of
information on, say, a scientific topic

* Much of the content which more directly substitutes
for broadcast media is delivered by YouTube channels:
millions of people subscribe to entities producing
short videos dealing with factual content, such as CGP
Grey (1.5 million subscribers) and Vsauce (7.7 million)

* Per-day usage is high in this category, as users can
take in many services which offer such contentin a
single browsing session

ENDERS|

Audience for factual online services by device (m)

40
35.9 35.1

334 345 33.8

30

18.2
20

10

Dec-09 Dec-10 Dec-11 Dec-12 Dec-13

PCinternet users (6+) Smartphone users (17+)
Mobile data only available for December 2013
[Source: comScore]

Average time per user on factual online services by device (minutes)
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83
80 77 77
68 68
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PCinternet users (6+) Smartphone users (17+)
Mobile data only available for December 2013, mobile browser only
[Source: comScore]
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PSOG6 Religion & beliefs | overview

Public Service Objective

“the material included in those services that deal with
religion and other beliefs include programmes providing
news and other information about different religions
and other beliefs; material about the history of different
religions and other beliefs; and material showing acts of
worship and other ceremonies and practices (including
some showing acts of worship and other ceremonies in
their entirety)”*

Key findings

As on broadcast television, religion is underserved
online, with few high quality websites catering to the
need for objective content and informed discussion

Most of the religious sites on the internet are not for
profit, with much of the content repackaged from
other media such as print or television

Some educational websites such as Faithology, Quran
Explore and Bibledex offer insight and information to
those that are seeking it, but such services attract
small audiences

*www. legislation.gov.uk/ukpga/2003/21/section/264, clause (6)(g)
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Faithology, Beliefnet and Bibledex screenshots

= Dbeliefnet

Inspiration, Spirituality. Faith

| home | community I columnists | video | newsletters | dios e

| | T
¢ > Faiths & Prayer "> Inspiration ' > Health ' >Entd

\

Phenomenon & -
Mayan Calendar Bahaf, cu s holiday

\ | %
ToPiCS OVERVIEW HOLIDAYS W
2012 Baha'i Overview Kumbh Mela
i

L

A Plan for Peace

The World Alliance of Religions Peace Summit leads discussio

religious community leaders in the hopes to formulate a peace
1w

Descriptions and links for selected services
Fathology Online encyclopaedia of religions and beliefs

Web application providing English and Arabic

Expl . .

Quran Explorer Quran and interactive features

: Educational website offering videos on all books

Bibledex :
of the bible

Religiion & St Video website covering range of religious topics

ﬂihledex I i

& video about every book in

About Verses -4~ Profile

|

www.faithology.com

www.quranexplorer.com

www.bibledex.com

www.pbs.org/wnet/

NewsWeekly religionandethics/
Beliefnet General religion/spirituality resources www.beliefnet.com
[Source: organisation websites]
Report for Ofcom | How online media services have fulfilled the Public Service Objectives | September 2014 58



PSOG6 Religion & beliefs | market context

* Intotal, we found just 47 services offering religious Religion & beliefs online media services by subcategory, June 2014
material, making it by far the most underserved 50
category
39
* Ofthese, about a quarter relate primarily to religion 40
and beliefs. Compared to other objectives, therefore,
there is a real lack of dedicated services providing 30 2% 25

religious content
20

* Many of the organisations in this category are not for = 5

profit, and much of the content is imported from o 4

another medium (e.g. from broadcasters such as the 15 1 "

BBC or Islam Channel, or the radio show On Being) — .

this suggests that there is not much commercial Religious news & information History of religions Depictions of ceremonies

opportunity in a dedicated online religious service Video-on-demand services I Other internet services [Source: Enders Analysis]
* This is possibly due to the fact that religious media Religion & beliefs online media services by organisation type, June 2014

content has more limited appeal than other 15 5

categories: even practising members of a religion are

not necessarily interested in media content about 2

10

religions . 6
* Depictions of ceremonies (264(6)(g)(iii)) are ’ 4 6
particularly poorly catered for — small media 6 . .
organisations with low levels of funding can report on . ; 6 3
religious news and information, but may lack the 3 ° : 3 1
resources and access required for recording o 1 2 1 2 °
ceremonies in their entirety Internet media Non-public Government & Traditional =~ Academia, Public &int’l Public service Corporate
service NGOs media archives & institutions  broadcasters
broadcasters libraries
Video-on-demand Other internet services Excludes YouTube channels [Source: Enders Analysis]

E N DE R S | Report for Ofcom | How online media services have fulfilled the Public Service Objectives | September 2014

59



PSOG6 Religion & beliefs | online media usage

* This category has the smallest aggregate audience, Audience for religion & beliefs online media services by device (m)
and one which is propped up by large, general- 30 270
purpose media companies such as the Telegraph or 24.8 132 24.0
the BBC, only some of whose content is dedicated to 22:0
religion and beliefs 20

* It has gained little traction on mobile, possibly due to
the audience demographics, and the fact that few of

. . 10
the services have mobile apps

* Time spentis variable over the review period, but 33
declined significantly from 2012 to 2013, with total o
mobile minutes not enough to make up the 25% drop Dec-o9 Dec-10 Dec11 Dec-12 Dec-13
in PC time per user PCinternet users (6+) Smartphone users (17+)

Mobile data only available for December 2013
[Source: comScore]

* Given that broadcasters supply a good deal of high-

quality and well-established material in this category, Average time per user on religion & beliefs online media services by device (minutes)
usage is likely to be remaining with traditional media 6o 56
53 52 51
40 3
20
2
o
Dec-o09 Dec-10 Dec-11 Dec-12 Dec-13

PCinternet users (6+) Smartphone users (17+)
Mobile data only available for December 2013, mobile browser only
[Source: comScore]
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PSO7 Children & young people | overview

Public Service Objective

“those services (taken together) include what appears
to OFCOM to be a suitable quantity and range of high
quality and original material for children and young
people”*

Key findings

* Whilst young children’s access to the internet is
restricted by many parents, increasing availability of
mobile devices especially tablets in many homes
provides a growing opportunity to deliver content and
interactive services

* Outside the BBC and games, there is little high quality
original programming online — what there is mainly
comes from television broadcasters

* Asthe next slide shows, the internet is almost
ubiquitous amongst teenagers and young people, who
spend an increasing amount of time online, whether
at home or via mobile devices, notably smartphones

* The success of YouTube has turned video loggers
(vloggers), often just talking to camera in their own
bedrooms into virtual superstars

*www. legislation.gov.uk/ukpga/2003/21/section/264, clause (6)(h)
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PointlessBlog, Zoella and Bin Weevils screenshots

Bin
()
Zﬁ”—Uﬁ\ e

About

GOOGLING MYSELF!!

734,273 views 3 days ago

> GOOGLING MYSELFI!

+ Previous Video: http://bit ly \m2MMk
+ Order My Book
hitp:/bitly/ThePointiessBook

« My Daily Viogs:
hitp:/bitly/PointlessBlogTv

+ Subscribe To Me

Channel Trailer | Zoella

1,025,342 views 2 weeks ag
| This trailer was made for me
extremely talented girl called
who creates the worlds BES1
YOUTUBE EDITS EVER.
Please check out her channe
https:/iwww.youtube.com/che

PointlessBlog Playlist

. l -." e
’ 3 %c |
(&>
‘GOOGLING MYSELF!! Who Is My YouTube Boyfriend? The
o T 2Taviows by Pantossilog£a 798905 vews

Home Bits & Clothing
Zoella
1,369,904 views 3 weeks

QA - Peeing With The Door  The Break Up Tag
Open | #AskZoella 244 5 2 weeks ag
1438556 views 1 week ago

Descriptions and links for selected services

YouTube channel featuring comedy and advice for
teens

www.youtube.com/user/

PointlessBlog PointlessBlog

YouTube channel with beauty and fashion advice
for teens

www.youtube.com/user/

Zoella zoella280390

YouTube channel featuring comedy and advice
aimed at teens

www.youtube.com/user/

Marcus Butler TV MarcusButlerTV

Bin Weevils Games website for children

www.binweevils.com/

Moshi Monsters Games website for children www.moshimonsters.com

[Source: organisation websites]
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PSO7 Children & young people | market context

* Television remains the dominant medium for children, Devices ever used by children to go online at home (% of age group)
but the internet is becoming increasingly ubiquitous, 100%
even amongst the youngest age groups

8o%
* Almost all children watch television every day; more o
than participate at least daily in any other media 60%
activity, averaging 2.4 hours a day
* According to comScore, 6-14s that have PCinternet 40%
access average 15 minutes per day online, a fraction o
207
of the average spent watching TV, though this I I I I
34

excludes time online via smartphones or tablets o%

. . . . 8-1 1215 3-4 8-11 1215 3-4 8-11 1215 3-4 8-11 12-15
* The PCis still the commonly used device for children

to go online, though access to internet-enabled

Use the internet PC/laptop/netbook Mobile phone Tablet |

. . S : Of
mobile phones and tablets is rising fast 2011 2012 W2013 [Source: Ofcom]

. —_ . . 0
+ Younger children are more likely to have tablets, Top 5 internet activities carried out once a week by children, June 2013 (% of age group)

whilst older children prefer smartphones 100%
* School work/home work is the most commonly 80%

undertaken activity on the internet, but many other

media are common 60% |

50%

* Over half of all children with access to the internet Lol

play games online every week, and the majority of

12-155s surf the internet, watch videos on sites like 20%

YouTube and use social networking services

0%
3-4 57 811 12—15| 3-4 5-7 811 12—15| 3-4 5-7 811 12—15| 3-4 5-7 811 12—15| 3-4 5-7 8-11 12—15|

School work/ Play games online General surfing Watch/download Social networking
homework videos (YouTube)

Children with internet access in the home [Source: Ofcom ]
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PSO7 Children & young people | online media services

 Of the services we researched, 216 included high- Children’s online media services by age group, June 2014
quality, original material for children and young 200
people. The majority of these are original to the online
space, and the dominant business model is ad-

178

150

funded, suggesting that the audience for such
services is large enough to support such approaches

123
99

» Secondary school-age children are better served than 100 6

younger children, as they are likely to spend more 60
time online and use social media as a leisure activity, 50 2
making the internet an ideal place to serve them %
content SE

79

*  43% of these services primarily offer video content, Pre-school Primary school Secondary school
compared with 34% for the database as a whole, Video-on-demand services [ Other internet services [Source: Enders Analysis]

which makes children and youth television the best Children’s online media services by organisation type, June 2014

context for the online content 150

* Some young people’s content online falls into genres 125 125
not really found in traditional media. Twitch is a

service that allows visitors to watch other people play 100
videogames live, and there are several young people

making popular videos of themselves talking to

68
75

camera from their bedrooms 50

20
25 57 17 16

* The presence of services not available on television, 12 9 8
17 7 11 8 g 1

as well as the fact that many TV shows for young o i 10 . g 5

people are available online anyway, means that we Internet media Non-public Public service Traditional Corporate Academia, Government & Public & int’l
are likelv to see even more consumbption of children service broadcasters media archives & NGOs institutions
Y P broadcasters libraries

and young people’s content move online
Video-on-demand services Other internet services [Source: Enders Analysis]
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PSO7 Children and young people | online media services

Advertising is the most common funding model for
children’s and young people’s content

For children this perhaps reflects many parents’
unwillingness to pay for online media when there are
free alternatives at the point of use such as the BBC's
cbeebies and CBBC, by far the most popular online
services for children (ironically one of the reasons
parents prefer the BBC services is that they do not
feature ads)

In contrast, for teens, the internet provides an
attractive route for advertisers to reach this otherwise
hard-to-target audience

ENDERS|

Children’s online media services by revenue model, June 2014

125

100

75

5o

25

116
62
63
45 33
27
54
19 12 1
3 9
18 14 15 7 5 *
& 4
Ad-funded Commerecial Purchase Subscription  Not for profit License fee Government
Video-on-demand services Other internet services [Source: Enders Analysis]
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PSO7 Children and young people | online usage

Unlike many categories, the PC-only audience and
consumption for the children and young people’s
services we identified has increased over the past 3
years. Adding in mobile growth means this is an area
where more consumption is going online

Much of this is likely to be incremental to usage of
traditional media, as children increasingly go online
for services which cannot be replicated by other
media, such as virtual worlds like Neopets or Bin
Weevils

As noted earlier, the prevalence of video content in
this category means that the internet will increasingly
substitute young people’s media consumption,
especially as children and young people are almost
universally conversant with connected technology

The mobile picture is mixed — secondary school
students are likely to concentrate their usage on
smartphones, and many services for them deliver
content through YouTube and social media networks,
which are increasingly mobile-optimised. Some
YouTube vloggers (see case study) deliver content
over Snapchat, which is only available on mobile

On the other hand pre-school age children do not own
phones, although many services have tablet apps, as
the tablet is less of a single-user device

ENDERS|

Audience for children’s online media services (m)

40
31.4 o. 0.6
29.9 28.5 30.3 3

30
20 16.9
10

o

Dec-09 Dec-10 Dec-11 Dec-12 Dec-13

PCinternet users (6+) Smartphone users (17+)

Mobile data only available for December 2013
[Source: comScore]

Average time per user on children’s online media services by device (minutes)

100

84
8o
67 70 70 68
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40 30
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PCinternet users (6+) Smartphone users (17+)
Mobile data only available for December 2013, mobile browser only

[Source: comScore]
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PSO8 UK communities | introduction

Public Service Objective

“sufficient quantity of material that reflect the lives and
concerns of different communities and cultural interests
and traditions within the UK, and locally in different
parts of the UK”

Key findings

* There are thousands of niche sites and services on the
internet catering to different communities, though
many are small, semi-professional operations, run for
love rather than money

* Atthe next level, there are a more limited number of
commercially-operated websites, often focused
around larger towns and cities, such as The Edinburgh
Reporter and the Lincolnite

* Aggregate audiences for niche and community-based
content are material, but the market remains highly
fragmented, making significant investment in content
problematic

*www. legislation.gov.uk/ukpga/2003/21/section/264, clause (6)(i)
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The Edinburgh Reporter, The Lincolnite, It Gets Better and Farmer’s Weekly screenshots

A ABOUT GETHELP GETINVOLVED VIDEOS STORE BI

http/7.co/ArgVyXvQeU httpy/t.co/DPHE3X6S2U

About s Advertising  Classfied Ads Living in Edinburgh Submie Ye

HOME BUSINESS MACHINERY ARABLE LIVESTOCK POULTRY Fi

HarvestHighlights  Farmers Apprentice  Health & safety  Youngfart

UK- Set Location

THE BB TIMES - "
- ]
[0 BUSINESS ~ COLUMNS  GALLERIES VIDEOS ~WEATHER

The Scotland I look forward to

Get Your It Gets
Better Gear! e
Get your offcial "It Gets 'Shoo, don't shoot' farmland &5
Better* gear 50 you can bird proposals rejected
show your support for LGBT

youthl

Visit Store »

- 3 . p HELP SUPPOI  Editor's picks
D ,T,,};,E ?n?sin.‘(N SRS 1 Brian Cox join Red Arrows to inspire

Descriptions and links for selected services

The Edinburgh Local news and features for people living in www.theedinburghreporter.c
Reporter Edinburgh o.uk

The Lincolnite Local news and articles for people living in Lincoln thelincolnite.co.uk

1,000 Londoners Online project offering profiles of Londoners www.1000londoners.com

It Gets Better Website for LGBT community www.itgetsbetter.org
Farmer’s Weekly Online magazine for farming community www.fwi.co.uk

[Source: organisation websites]
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PSO8 UK communities | market context

* UK communities Online interaction with different groups of people by age, April 2013 (% of total)

— Whilst the internet fosters interaction, as in the 80%

offline world, all age groups interact online more

. : . 59%
with people who have shared interests than with 60%
. . 8%
those with different personal interests [
. . e ey . 0,
— As with many online activities, there is 40% 32% 30% 32%
28% 28% 26% 26%
a sharp difference between age groups: younger 1% 19% o
. . . . 0 177 0
internet users are far more likely to interact with 20% 14% 1% 15% 11% 0 15%
other internet users, there is far less interaction L . I. L4% .4%
among older cohorts 0% -
People who share People with People who share People with People who share People with
. Locallregional interests your personal  different personal your occupation different your political views different political
interests interests occupation views
. , .
- Accord'ng to Ofcom’s local media survey, 14-24 25-34 M35-54 Moo+ Base: internet users [Source: Oxford Internet Institute]
television remains the most-used source for . . . .
_ Importance and satisfaction of local media, March/April 2014 (% of adults)
regional/local news: 77% of all adults watch at least
weekly, compared to half who use newspapers and Regional & local news on TV 53% o
radio, and 39% using online sources Paid-for local newspaper 43% 4o%
. . .. . . 0,
— Most local media users consider television to be Internet for local news information 4% g
the most important source of regional and local Local news and information on BBC radio 4% %
news and are most satisfied with regional and local Local commercial radio 3%, 0
news on television, however the internet is now . 20
Local news websites/apps A 40%
considered as important as local newspapers and .
. . Free local newspaper 32% 42%
more important than local radio
Local community websites/apps 31% 44%
Local magazine 27% 39%
0% 20% 4,0% 60% 80%
Important Satisfied Base: 15+ adults [Source: Ofcom]
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PSO8 UK communities | online media services

We recorded 200 services containing content relevant
to the concerns of communities and regions. A large
proportion of these are provided by traditional media
companies and broadcasters, due in large part to the
number of local news organisations which post
material online, as well as the tendency of national
news organisations to include relevant material

Online entities can serve minority concerns due to the
low cost of entry and by building geographically
disparate audiences. As a result, relatively small
communities in the UK can find services dedicated to
their interests

— Examples looked at include iRokoTV, providing
Nigerian films and music, and BSLZone, which
offers videos for the deaf

While communities such as these are sizeable, they
often do not represent a large enough domestic
audience to justify dedicated broadcast or print
services, but are well-served online

The private nature of browsing on a personal device
makes it an ideal space to find material for LGBT
communities for those who may not want that
consumption known — It Gets Better is a good
example of this

ENDERS|

UK communities online media services by subcategory, June 2014

175
150 a4
128
125 119
100
103 80
75 88
50
25 48
41 5
o
Reflections of communities' concerns UK cultural interests & traditions Concerns/interests of UK regions
Video-on-demand services Other internet services [Source: Enders Analysis]
UK communities online media services by organisation type, June 2014
8o
70
60
50
35
40
49 22 22
20
12
35 26 11 9 8 ;
5
6 11 7 9 6 6
o 0 1
Internet media Traditional Government& Non-public Public service Public&int’l  Corporate Academia,
media NGOs service broadcasters institutions archives &
broadcasters libraries
Video-on-demand services Other internet services [Source: Enders Analysis]
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PSO8 UK communities | funding and the long tail

* Due to our methodology which focused on the most UK communities online media services by revenue model, June 2014
popular services, there is relatively little coverage of 125
smaller entities

114

* Thisis brought into focus in the case of local and 100

hyperlocal services: where the potential audience is

- : . : 75
limited. Services can be highly successful while only 87
. 50
reaching a few thousand people s 43
* Forexample, in order to be one of the top 400 entities - 31 30
by users according to comScore, a site needs about 1 25 =
24 20 .
- . 27 4
million monthly unique users, greater than the 17 1 : 0 3 ;
. . O
populatlon of leerpool Ad-funded Commerecial Subscription  Not for profit Discrete License fee Government
. . . urchase
* For this reason our database lists about 120 services P
which contain material dealing with the concerns or Video-on-demand services [ Other internet services [Source: Enders Analysis]
interests of UK nations or regions, whereas Openly Hyperlocal sites by nation from Openly Local, September 2014
Local’s hyperlocal website database lists 695 700 .
. . 23
dedicated local websites ;
00
* Although some of these services may be inactive,
. . . 00
Openly Local’s database highlights the size of the °
long tail for smaller communities across the UK 400
* The chart opposite shows the number of local and 300
hyperlocal sites listed by Openly Local by nation —one
200
surprise perhaps is that there are not more sites listed
for Scotland, though there may be others 100 4 6
5
* The wider point is that there are many more services 0
England Wales Scotland Northern Ireland

than we have recorded across all the PSOs
[Source: Openly Local]
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PSO8 UK communities | online media usage

* The audience for services which deliver material Audience for UK communities online services by device (m)
relating to the interests of communities is very large, 40 37.6 377 373
. . 359 34.8
comparable to that of sport and leisure interests

* Also like leisure interests, there is a long tail of small 30
services catering to interest groups

* There are also big media companies providing 20

content in this space: the PSBs, national newspapers,

9.8
and large internet companies such as Vice 10
* Mobile users and usage are underrepresented in this
category — many local news organisations only offer °
Decog Dec 10 Dec-11 Dec-12 Dec-13

websites, which often have not been optimised for ,
PCinternet users (6+) Smartphone users (17+)

mobile browsing Mobile data only available for December 2013
[Source: comScore]

* Newspapers, which are the traditional source of local

_ _ _ _ Average time per user on UK communities online services by device (minutes
and regional information, are also already ‘mobile’,

500

perhaps reducing the need for mobile access 420 441 437 448
409
400
300
200
100
23
o
Dec-09 Dec-10 Dec-11 Dec-12 Dec-13

PCinternet users (6+) Smartphone users (17+)
Mobile data only available for December 2013, mobile browser only
[Source: comScore]
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Appendix | Public Service Objectives

* The Public Service Objectives (PSOs), as set out the 2003
Communications Act, are defined in terms of the wider purposes for
public service television broadcasting*

* These include that:

— ‘"cultural activity in the United Kingdom, and its diversity, are reflected,
supported and stimulated by the representation in those services (taken
together) of drama, comedy and music, by the inclusion of feature films
in those services and by the treatment of other visual and performing
arts;

— those services (taken together) provide, to the extent that is appropriate
for facilitating civic understanding and fair and well- informed debate
on news and current affairs, a comprehensive and authoritative
coverage of news and current affairs in, and in the different parts of, the
United Kingdom and from around the world;

— those services (taken together) satisfy a wide range of different sporting
and other leisure interests;

— those services (taken together) include what appears to OFCOM to be a
suitable quantity and range of programmes on educational matters, of
programmes of an educational nature and of other programmes of
educative value;

— those services (taken together) include what appears to OFCOM to be a
suitable quantity and range of programmes dealing with each of the
following, science, religion and other beliefs, social issues, matters of
international significance or interest and matters of specialist interest;

*http://www.legislation.gov.uk/ukpga/2003/21/section/264

— the programmes included in those services that deal with religion and

other beliefs include —

* programmes providing news and other information about different
religions and other beliefs;

* programmes about the history of different religions and other beliefs;
and

* programmes showing acts of worship and other ceremonies and
practices (including some showing acts of worship and other
ceremonies in their entirety);

those services (taken together) include what appears to OFCOM to be a
suitable quantity and range of high quality and original programmes for
children and young people;

those services (taken together) include what appears to OFCOM to be a
sufficient quantity of programmes that reflect the lives and concerns of
different communities and cultural interests and traditions within the
United Kingdom, and locally in different parts of the United Kingdom;

those services (taken together), so far as they include programmes
made in the United Kingdom, include what appears to OFCOM to be an
appropriate range and proportion of programmes made outside the M2
area.”
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Appendix | Video-on-demand and other internet services

* Forthis project, we have delineated online media services as:

— Video-on-demand (VOD) services: as per “on-demand programme
services”, as defined in the 2003 Communications Act, expanded to
include services offering other forms of video content and services
provided by a person not under UK jurisdiction for the purposes of the
Audiovisual Media Services Directive

— Otherinternet services: typically providing text, pictures, video clips,
audio clips, or other interactive content, excluding any service which
could be defined as a VOD service

* On-demand programme services (ODPS) are defined in section 368A of
the 2003 Act* as follows:

— ‘"aservice is an "on-demand programme service" if--
a) its principal purpose is the provision of programmes the form and
content of which are comparable to the form and content of
programmes normally included in television programme services;

b) access to it is on-demand;
c) there is a person who has editorial responsibility for it;

d) it is made available by that person for use by members of the
public; and

e) that person is under the jurisdiction of the United Kingdom for the
purposes of the Audiovisual Media Services Directive

*http://www.legislation.gov.uk/uksi/2009/2979/made

— Access to a service is on-demand if-

a) the service enables the user to view, at a time chosen by the user,

programmes selected by the user from among the programmes
included in the service; and

b) the programmes viewed by the user are received by the user by
means of an electronic communications network (whether before or
after the user has selected which programmes to view)

Other internet services included all services where:

— thereis a person who exercises editorial control over the material
included in the service;

— it did not fall within the scope of video-on-demand services
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Disclaimer

About Enders Analysis

Enders Analysis is a research and advisory firm based in London. We focus on the media, entertainment, mobile and fixed telecoms industries, with a
special focus on new technologies and media, and we cover all sides of the market, from consumers and leading companies to regulation. For more
information see www.endersanalysis.com. Contact us at info@endersanalysis.com.

Important notice

By accepting this research note, the recipient agrees to be bound by the following terms of use. This research note has been prepared by Enders Analysis
Limited and published solely for guidance and general informational purposes. It may contain the personal opinions of research analysts’ based on
research undertaken. This note has no regard to any specific recipient, including but not limited to any specific investment objectives, and should not be
relied on by any recipient for investment or any other purposes. Enders Analysis Limited gives no undertaking to provide the recipient with access to any
additional information or to update or keep current any information or opinions contained herein. The information and any opinions contained herein are
based on sources believed to be reliable but the information relied on has not been independently verified. Enders Analysis Limited, its officers, employees
and agents make no warranties or representations, express or implied, as to the accuracy or completeness of information and opinions contained herein
and exclude all liability to the fullest extent permitted by law for any direct or indirect loss or damage or any other costs or expenses of any kind which may
arise directly or indirectly out of the use of this note, including but not limited to anything caused by any viruses or any failures in computer transmission.
The recipient hereby indemnifies Enders Analysis Limited, its officers, employees and agents and any entity which directly or indirectly controls, is
controlled by, or is under direct or indirect common control with Enders Analysis Limited from time to time, against any direct or indirect loss or damage
or any other costs or expenses of any kind which they may incur directly or indirectly as a result of the recipient’s use of this note.

© 2014 Enders Analysis Limited. All rights reserved. No part of this note may be reproduced or distributed in any manner including, but not limited to, via
the internet, without the prior permission of Enders Analysis Limited. If you have not received this note directly from Enders Analysis Limited, your receipt
is unauthorised. Please return this note to Enders Analysis Limited immediately.
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