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Introduction and executive summary

WIN Television welcomes the opportunity to comment to the Committee on the Broadcasting Services Amendment (Media Ownership) Bill 2002 (“the Bill”).  

WIN is the largest regional commercial television group in Australia, with services in all East coast states, Tasmania, South Australia and Western Australia.    WIN also operates commercial radio stations in Wollongong and Campbelltown (an outer Sydney suburb) in NSW.

WIN broadly supports the objectives of the Bill.

The current restrictions on foreign ownership and control of Australian media are inconsistent, constrain investment and access to capital, and consequently limit the efficiency and competitiveness of Australian media.  Their removal should have no adverse effects, as market pressure will ensure that audiences continued to receive culturally and socially relevant news, information and entertainment from the media.  

The cross-media restrictions in the Broadcasting Services Act no longer benefit regional audiences (if they ever did).    Regional media have changed profoundly over the past 15 years.    It was once common for a single group to control the only newspaper, commercial television station and commercial radio station in an area  Nowadays, even quite small regional markets have many more radio and television outlets, which mean that local audiences have access to the same range of voices and attitudes on national and state issues as city audiences.  Local opinion also has a range of potential outlets.    In short, there are no longer valid grounds to frame policy around concerns about potential media monopolies in regional markets.  

The cross-media restrictions create an artificial diversity of media ownership in some markets, but it is hard to avoid the conclusion that this may be at the expense of substantive local content.  

WIN believes that market forces are the best way of ensuring that broadcasters provide their audience with the services they want, but it is also clear that some managements are better than others at interpreting what the audience wants.    Generally speaking, regionally based groups will be better-attuned to the needs of regional markets than city-based or overseas-based groups.    That is not an argument for keeping out groups that are not regionally-based, but it is a strong argument against legislative provisions (notably the cross-media restrictions) that have an undue and unfair impact on regional groups.  

Removing (or drastically modifying) the cross-media restrictions should result in a more level playing field, and allow regional media to become more economically robust and better able to support the substantial cost of providing local news and information.    It will help to maintain regionally-based media, and to preserve a strong voice for regional Australia.

However, WIN has serious concerns about the way in which the Bill proposes to allow exemptions to the cross media rules in regional markets.  

We believe that the cost of complying with the conditions of an exemption will usually prove to be unacceptable for regional media.    This means that, in practice, cross-media expansion will only occur in metropolitan markets.  Local news and information available to regional audiences will suffer in the long run if regional television and radio services are unable to take advantages of the operating economies of cross-media expansion.

Parliament may understandably want to promote more local news and information for regional audiences, as well as the greater media operating efficiencies that regional cross-media expansion can provide.    However, it is a mistake to think that both objectives can be achieved by linking cross-media exemptions to guaranteed news and information levels. 

The two policy objectives have to be approached separately.  

Regional cross-media expansion should be allowed without strings.    If regional television and radio are to provide more local news and information in a sustainable way, there may be no alternative to Government assistance of some kind – possibly from local and State Governments as well as the Federal Government.  

WIN urges the Committee to examine ways in which this might be achieved (e.g. television and radio licence fee rebates tied to the amount of local news,  and perhaps also to the viewing levels it achieves)

Finally, WIN believes strongly that reform of the cross-media rules in regional markets should not be hostage to political differences over cross-media reform in metropolitan markets.

In the event that these differences threaten the present Bill, WIN sees persuasive grounds for proceeding with separate cross-media reform legislation for regional markets (naturally without the ill-conceived and impractical features contained in the present Bill).  

The legislation already distinguishes between metropolitan and regional media.    The potential economic benefits of reform of the cross-media rules in regional markets are arguably greater than in metropolitan markets, while the potential for any lessening in the diversity of voices is obviously much less.  

WIN urges the Committee to support cross-media reform for regional media, whether or not legislative change in respect of metropolitan markets proceeds.

Localism

Before discussing WIN’s concerns about the Bill, it may be helpful to the Committee to provide some background on regional commercial television and the way in which WIN sees localism being achieved most effectively.

Localism takes many forms:    Localism is something that is unique to regional television, primarily because it is virtually impossible to be “local” in a capital city like Sydney or Melbourne that encompasses individual communities (eg Penrith; Geelong) that receive no television coverage of matters of local significance unless it is deemed to have state or national appeal.

We consider localism to be any regionally produced program, information service/announcement, or advertising commercial that is generally targeted at a specific community within a licensed service area, together with support for community activity provided in cash and kind to local charities, community appeals, cultural and sporting bodies, schools, and community projects.    

It is not possible, sensible, or viable for every broadcaster in a regional community to participate in every instance or form of localism.    Many of the forms of localism mentioned above are competitive for reasons of audience ratings (on-air programs) or promotional opportunities (sponsorships).    This produces a “winner-take-all” effect which leaves little audience available for the second-rating news service, and only limited scope for competing promotional opportunities.  

As a result, communities that make up regional and rural Australia are now much better served for localism than they were prior to television equalisation.  Broadcasters have embarked on many forms of localism in order to become “familiar” with local viewers.    This has seen all our communities benefit.

Almost all regional viewers now have multiple television services:    Most regional areas – not just the larger East Coast aggregated markets - are now served by more than one commercial television service: since 1989, most regional Australians have had access to three commercial services, and the percentage served by only one commercial television service has fallen from over 35% - all of regional Australia – to a mere1.4%.  Within the next 18 months, the four remaining “solus” markets will have second services.

These changes have occurred in tandem with the Regional Radio Program, which has seen a doubling in the number of commercial radio services in regional Australia, competing with commercial television for local revenue.  Additional regional services were introduced in the form of public radio, pay television and greatly improved coverage by the ABC and SBS  All these services have increased audience choice in regional licence areas during a period of greatly increased costs for regional commercial television.

Regional television equalisation had led to more local news, not less:  Local news gathering and production is the most expensive form of local programming by regional commercial television broadcasters and must therefore be approached with the objective of producing a successful program.    Even in metropolitan markets, it is difficult for all three commercial television news services to attract enough viewer and advertiser support to remain viable long-term.    The lowest-rating news service has struggled in smaller metropolitan markets (and it should be noted that even Adelaide, the smallest metropolitan market, attracts more advertising revenue than the largest regional market).  

In larger regional markets, television services cannot merely provide a single news service, as city stations do.  The spread of population over a number of widely separated centres in each aggregated market usually rules this out.  Separate news services for each significant sub-market are the only way of satisfying viewers.    However, many of these sub-markets have populations of no more than 100,000-150,000, so a news service has to rate very well to remain viable.    Only the market leading news service can normally manage this. 

Commercial broadcasters have only one major source of revenue – sale of commercial airtime.    To maximise revenue an operator must first maximise audience in saleable demographics  (ie ratings).    In most regional markets the audience is measured fifty two weeks of the year by way of people meters, which enables each broadcaster to evaluate week–by-week the degree of desirability with which a community regards a program, especially local news.

It must also be remembered that local programming comes at a significant additional cost to regional operators, as network affiliation arrangements are generally made on the basis of a percentage of gross airtime revenue, regardless of whether or not a network program has been pre-empted for a local one.    Therefore any local program that does not attract a viable audience within the community is imposing a double cost on the broadcaster.  No commercial organisation can justify continuing a program indefinitely in those circumstances.

Despite the cost pressures and logistical difficulties, commercial television broadcasters provide more news services in regional Australia (and employ more than twice as many journalists) than they did 15 years ago.    WIN is responsible for well over 50% of these services and a large proportion of the journalists and news staff employed in regional markets.  

Every regional television market and sub-market has at least one local television news service.    In many cases, the news service that existed in the area before aggregation has survived, and still attracts most viewers.    Some competing news services have been successfully introduced – and in a few cases, the new service has supplanted the established service.    In rare cases where the incumbent licensee dropped its local news because of financial difficulties, a competitor introduced a local news service.

Committee members from regional areas would be aware that regional news services are also much better than they were 15 years ago.    In those days, a lot of local news was amateurish by the standards of metropolitan news services.    Competition has made regional news much more professional and useful to viewers.

A regionally produced news program that is not realising expected ratings is continually reviewed and changes are made in an endeavour to achieve acceptable ratings.    However if, after exhausting this process, acceptable ratings are not achieved, a responsible commercial broadcaster will have to change the program schedule to obtain acceptable ratings.    This may result in a broadcaster reducing the local news effort to a particular community, purely because it is unable to attract a viable audience.    

When this happens, the smart way to address the problem is through one of the other forms of localism mentioned earlier.    The local community will benefit through having a wider range of locally oriented information and community-support and assistance from the television stations competing for their attention.

WIN’s concerns about the form of the cross-media proposals

While supporting the reform of cross-media restrictions, WIN has serious concerns about some of the Bill’s key proposals.

Editorial separation:    The requirement (in new section 61F) for editorial separation in any exempted cross-media holdings is intended to ensure “diversity of sources of information and opinion” (Explanatory Memorandum, paragraph 98).    All it will in practice achieve is some formal separation of news gathering and assembly processes.  It is hard to understand why this requires legislation and the regulatory burden of reporting and monitoring that will flow from it.  Market forces and the practicalities of operating different media in the same market should ensure that there is a substantial degree of editorial separation in news operations.  

This has certainly been WIN’s experience in Wollongong, where we have operated both a television and a radio service for 15 years.  (Because WIN owned these services before the cross-media restrictions were introduced, they were grandfathered under the 1987 legislation).    The main areas of commonality are administration, technical operations and maintenance, and information technology, in which significant efficiencies can be achieved.  The requirements of newsgathering and news compilation for radio and television (and we assume for newspapers) are sufficiently different to require largely separate operations.  

This will invariably be the case in any market where there are competing radio and television services.    Any news service has to meet and maintain a high standard of professionalism in a competitive market (which now means just about any market in Australia).    If it is just a by-product of news produced for another medium, it is unlikely to succeed.  

WIN believes that the proposed editorial separation requirements are unnecessary at the operational level.    They should be deleted from the Bill.

Set levels of local news and information   WIN has much greater concerns about the requirement that any regional broadcaster that seeks an exemption from the cross-media restrictions must achieve or maintain set levels of local news and information.    This is a highly intrusive and bureaucratic requirement.    The slender rationale for it is set out in paragraph 108 of the Explanatory Memorandum.    It comes down to perceived public concern about the level of local news and information on radio and television services in regional markets.  

This perception cannot possibly justify an unprecedented degree of regulation of radio and television programming.    Although program quotas have a long history on commercial television and radio, in no instance that WIN is aware of have they approached the micro-management of programming anticipated in the Bill.    This kind of regulation of commercial speech would have been regarded as excessive in the heyday of broadcast regulation fifty years ago.

WIN does not dispute that there are public concerns about local news.  However, as we mentioned earlier, the fact remains that there is now more local news and more local information available to regional television audiences than there was before television equalisation a decade ago. News services that have been withdrawn simply failed to attract enough interest from the local audience to make them commercially viable (often after many years of extensive promotion, costly research, and experimentation with different formats).  

Requiring stations to provide costly but largely unwatched news services in exchange for cross-media exemptions will be a major disincentive to cross-media expansion.    Even operators such as WIN that already provide comprehensive local news and information in most markets in which they are represented would think long and hard before incurring an open-ended and legally-binding commitment to maintain news and information services at existing levels.  

This means that cross-media expansion is unlikely to happen in regional markets, despite the economic attractions for any operator seeking economies of scope.    If cross-media expansion does occur, the station involved may be tempted to make a minimal news effort, merely to meet the legal requirement.  The result would be of no real benefit to any community, and therefore a pointless waste of limited resources.

Parliament may understandably want to promote more local news and information for regional audiences, as well as the greater media operating efficiencies that regional cross-media expansion can provide.    However, It is a mistake to think that both objectives can be achieved by linking cross-media exemptions to guaranteed local news and information levels. 

The two policy objectives have to be approached separately.  

Regional cross-media expansion should be allowed without strings. Regional television and radio can provide more local news and information in a sustainable way only if they can expand their revenue or reduce their news costs.    Competition is now a fact of life in regional markets, and cannot be wound back to ensure greater revenue shares for existing regional media.  Nor, regrettably, is no there any magic solution to the high cost of providing local news (though cross-media efficiencies will help).  

There may be no alternative to Government assistance of some kind – possibly from local and State Governments as well as the Federal Government.  There are plenty of recent precedents – State and Federal Government subsidy of remote commercial television services since the 1980s; licence fee rebates and other financial support for regional television aggregation and regional television digital transmission; special Federal Government subsidy of news and current affairs closed captioning on the ABC and SBS; the “Black Hole” television reception program; the SBS drama initiative; and the Commercial Television Production Fund. 

Licence fee rebates tied to the amount of local news (and perhaps also to the viewing levels it achieves) may be the most effective way of maintaining current local news levels on regional radio and television, and possibly achieving some expansion.    WIN urges the Committee to examine this approach.

Other concerns:   As well as objecting in principle to such unprecedented regulatory interference in programming and believing that the proposed requirements will deter rather than facilitate cross-media expansion, WIN is also concerned about the detail of the proposals.    Our concerns are as follows:

1. Minimum versus current levels: The proposed requirement (which would become a condition of licence) would be either the minima set by the ABA or else a higher level if the broadcaster had exceeded the minima for the previous 12 months.    This means that a broadcaster could be required by law to provide more local news and information than its direct competitor, simply because it has done more in the past.    This is an unfair and unacceptable principle.    What is more, it could even encourage a broadcaster contemplating a cross-media acquisition to run down its local news service to the statutory minimum in the period before it applied for an exemption, so as to avoid the penalty of a higher legal requirement.

2. Local news and information requirement in every commercial “breakout” area: The Explanatory Memorandum suggests ( in discussing new section 61S – What is local?, on page 34) that “the areas in which separate programming (particularly separate advertising) is provided will provide a good indication to the ABA of the relevant local area for the purposes of the local news and information requirement”.

Commercial television currently provides locally focussed advertising services in 88 regional markets and sub-markets and five remote markets.  One or more broadcasters provides a local news service in most of these sub-markets, but some are simply too small to support a local news service (let alone two or three).    A broadcaster might well find it cheaper to eliminate its commercial “breakout” in a small sub-market, rather than have to introduce a news service.  

It is hard to see how this result of the Bill’s provisions (surely unintended) would benefit the local community.    Local television advertising plays a most significant in maintaining local businesses and the viability of local towns.  The introduction of competing regional services forced down television advertising rates, and they generally remain cheaper than in the days of solus commercial services.    Broadcasters should be encouraged to provide more commercial breakouts within their markets, rather than (in effect) having cost penalties imposed on them for doing so.

3. Possible extension of requirement to all broadcasters:    Although the news and information requirement will apply only to broadcasters seeking an exemption from the cross-media rules, it sets a worrying precedent.    If intrusive micro-management of programming is accepted as reasonable in one regulatory context, it could well be extended over time to become a standard requirement on all broadcasters.
Legislation for regional media alone?

The political reaction to the Bill suggests there is some risk that the proposed reforms to cross-media rules will not be acceptable to the Senate because of their possible consequences for diversity of opinion and viewpoints in metropolitan markets.  

There is little basis for such concerns in regional markets: regional media rarely editorialise and regional radio “voices” or television “faces” are obviously not significant opinion-makers or agenda-setters, in the way that their metropolitan counterparts can be.    What is more, even sweeping changes to regional media would have no effect on the diversity of national and state news, current affairs and opinion available to regional audience from the electronic media today.    These are the products of city media, and will always find ready outlets in regional markets.  

Changes to the cross-media rules will not lessen diversity of opinion and viewpoints in regional markets, and will clearly have significant potential economic benefits for regional media.    Scope for cross-media expansion may be desirable in metropolitan markets, but it is essential in regional markets.  It may be the only means by which regionally based groups can achieve the cost savings and revenue gains to allow them to continue to provide a high-grade service to their audience.    To the extent that regionally based media are able to extend their operations and strengthen their revenue base, they will obviously be better placed to provide more and better regional coverage, and a stronger voice for regional Australia.  

Whatever Committee members’ views about the desirability of cross-media reform in metropolitan markets, WIN urges the Committee to support the reform of cross-media rules in regional markets, if necessary by recommending specific legislation to that end.  
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