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R e g u l a t i o n  a n d  A B A ' s  i n v e s t i g a t i o n  i n t o  A u s t r a l i a n  

c o n t e n t  o n  p a y  T V

b y  T im  O 'K e e fe , A B A  M e m b e r

P ay TV will increasingly provide  
opportunities for the Australian 
p ro d u ctio n  in d u stry  as m o re  

c h a n n e ls  a re  la u n c h e d  an d  m o re  
Australians subscribe to cable and satellite 
services.

The majority of pay TV broadcasters  
and channel providers spent m oney as 
required on new  Australian dram a in 
the period ending 30 Ju n e 1996.

The ABA is currently investigating 
local content rules for pay TV, starting 
with an evaluation of the effectiveness 
of the current requirem ent that 10 per 
cent of annual program  expenditure for 
channels devoted  predom inantly to  
dram a must be spent on new  Australian  
dram a program s.

Submissions to the ABA investigation  
indicate a high level of support by the 
pay TV industry for the continuation of  
an expenditure requirem ent along the 
lines of the voluntary sch em e devised  
by the ABA.

While the pay TV industry’s response  
has been generally good, the current 
rule needs improvem ent. A requirement 
to spend m oney on Australian program s 
needs to be enforcable and and should 
enable public accountability by stand
ardising reporting requirements.

The pay TV industry is in a very early  
stage of developm ent. W e have to be 
extrem ely cautious about m oving the 
goal posts at such a time. H ow ever, I 
believe there is a need to have the rule 
book cover the providers of dram a 
channels, not just the pay TV operators.

Pay T V  investigation

On 17 Septem ber 1996, the Minister for 
Com m unications and the Arts, Senator 
the Hon. Richard Alston directed the 
ABA under s.171 of the B ro a d c a s tin g  
A c t 1 99 2  to conduct an investigation  
into certain matters relating to Australian 
content on pay TV.

The investigation will provide infor
m ation to the Minister on  m atters rel
evant to the review  required under

s .2 1 5 (2 ) of the Act. This section requires 
the Minister to con du ct a review  of 
Australian content on pay TV before  
July 1 1997. The review  must include 
the feasibility of increasing the level of 
annual expenditure on new  Australian 
dram a program s to 20 per cent of p ro
gram  expenditure for channels devoted  
predom inantly to drama.

The ABA con du cted  a series of consul
tations in Sydney and Melbourne late last 
year with representatives from industry' 
groups, governm ent agencies, free-to-air 
broadcasters and other interested parties.

The ABA is currently considering writ
ten submissions to the investigation. To 
date, the ABA has received  49  submis
sions. Submitters include pay TV broad
casters and channel providers, the film 
and television production industry, Com
m onw ealth film agencies, the D epart
m ent of Foreign Affairs and Trade, the 
New Zealand High Com m ission, chil
d ren ’s television organisations and free- 
to-air broadcasters.

M atters b eing exam in ed  by the ABA  
include the nature of A ustralian p ro 
gram m ing curren tly  on  pay TV, the 
op eratio n  o f s .1 0 2  o f the Act, the 
im plications of in creasin g to 20 per 
ce n t the req u irem en ts u n d er s .1 0 2  
and altern ative m ech anism s su ch  as 
transm ission  quotas.

Further submissions will be invited on  
a w orking p ap er to be released  soon. A 
final report will be subm itted to the 
Minister on 30 April 1997.

Current requirements

Section 102 of the Act provides:
Each subscription television broadcast

ing licence is subject to the condition that, 
if the licensee provides a service devoted 
predominantly to drama programs, the 
licensee will, for each year of operation, 
ensure that at least 10 per cent of the 
licensee’s program expenditure for that 
year in relation to that service is spent on 
new Australian drama programs.
E ach  pay TV licensee is therefore  

subject to a licence condition that 10 
per cent of its annual program  exp end i
ture on its ‘predom inantly d ram a’ chan
nels m ust be on new  Australian drama 
program s. H ow ever, in the cou rse of 
consulting with interested parties on  
the im plem entation of this licence co n 
dition, the ABA concluded that few, if 
any, pay TV licensees will them selves  
spend m oney directly on program m ing.

The ABA therefore developed guide
lines [G u id e lin e s  fo r  ‘new  A u s tra lia n  
d ra m a ' on  p a y  T V  (June 1996)] which  
en cou rage voluntary expenditure on  
new  Australian drama by those co rp o 
rate entities in the industry w hich do  
purchase program m ing. The aim of the 
s.102  guidelines is that pay TV b road 
casters and pay TV channel providers  
act in a w ay w hich honours the spirit of  
the licen ce condition and leads to new  
opportunities for the Australian dram a  
production industry. ^

Publications m e n tio n e d  in th e  speeches in clu d e : D ig ita l 
terrestria l te levision  b roa d ca sting  in A u s tra lia , price $10; 
A u stra lia n  c o n te n t o n  p a y  T V  - in fo rm a tio n  p a p e r, available  
free. B o th  publicatio ns are available  at th e  A B A  W e b  site 
h ttp ://w w w .d c a .g o v .a u /a b a /h p c o v .h tm  o r h a rd  copies can 
be o b ta in e d  fro m  the  A B A  b y  calling freecall 1 800 226 667. 
A lso  m e n tio n e d  is G uid elines fo r  ’n e w  A u s tra lia n  dram a" 
o n  p a y  TV , available  free.

f Australian content on pay
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Fig u re  3: Five m a in la n d  
cap ita l c itie s ' b ro a d c a st in g  
reven ue

Continued g ro w th  in broadcasting p ro fit

The commercial television industry has reported an 8.3% 
increase in broadcasting profit to $439.5m in 1995-96, despite 
a 52% increase in intra-group management fees which rose 
to $ 6 5 .7m. The Ten netw ork increased  intra-group 
management fees by $20.0m in 1995-96. The 44 commercial 
television licensees increased revenue by 4.4% to $2459-0m 
while expenses increased by 3-6% to $2019.5m.

The three network services in the five mainland capital cities 
earned $ 1936.7m (up 4.9%) in 1995-96, representing 78.8% of 
industry revenue. This revenue generated a broadcasting 
profit of $340.3m. Services in Perth enjoyed an 8% growth in 
revenue, Melbourne and Brisbane each 7%, Adelaide 3% and 
Sydney 2%. Of the $2459.0m industry revenue, services in 
Sydney earn 28%, Melbourne 24%, Brisbane 12%, Perth 8% 
and Adelaide 7%.
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F ig u re  2: C o m m e rc ia l 
te le v is io n  b ro a d c a st in g  
reven ue

Total expenditure for the 15 mainland capital city services 
was $ 1596.4m in 1995-96, an increase of 4.7% on the previous 
year. Expenditure on programs and salaries and wages 
together represent almost half of total expenditure of these 
15 services. Expenditure on Australian programs increased 
by 5.6% during 1995-96 to $489-7m while expenditure on 
foreign programming decreased by 2.1% to $192.6m. Salaries 
and wages, including the salary component of local program
ming, increased by 6.4% to $233.6m. Intra-group manage
ment fees increased by 123.5% to $45.7m —  most of this 
increase, $20.0m, is accounted for by the Ten network.

The broadcasting profit of commercial television services in 
Melbourne in 1995-96 was $142.8m (up 42% compared with 
the previous year), Sydney $100.7m (down 15%), Brisbane 
$63-8m (up 3%), Adelaide $6.8m (down 43%), Perth $26.2m 
(down 12%). All 15 mainland capital city services reported 
broadcasting profits in 1995-96.
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F ig u re  5: F ifte en  m a in la n d  
ca p ita l c ity  serv ice s ' 
b ro a d c a s t in g  p ro fit

The regional commercial television markets are reported in 
two groups —  multi station regional and solus station 
regional. There are five multi station regional markets served 
by 15 licensees in the Approved Markets A (Regional Queens
land), B (Northern NSW), C (Southern NSW) and D (Regional 
Victoria) and Tasmania. The remaining parts of Australia are 
served by 14 solus commercial television services.
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The 15 licensees in multi station regional m arkets increased  
revenue by 2.3%  to $ 4 4 2 .3m, representing 18% of total 
industry revenue. Expenses d ecreased  by 1.1% to $ 3 5 6 .lm . 
Affiliation fees paid to the Seven, Nine and Ten netw orks 
increased by 12.9%  in 1995-96  to $ 6 6 .2m , w hich is equal to 
the other largest exp ense item, salaries and w ages (dow n  
4.6% ). Profits for these 15 multi station regional licensees  
increased by 19-3% to $ 8 6 .2m in 1995-96.

The Seven, Nine and Ten netw ork services in the capital 
cities and their affiliates in the multi station regional markets 
earned  97%  of total com m ercial television revenue in 1995-
96. Although one of the tw o Tasm anian services is unaffili
ated and purchases program m ing from  both the Seven and  
Ten netw orks, for the purpose of this exercise  this service has 
been grouped with the Seven affiliates. O f the total revenue  
generated  in capital cities and multi station markets, the Nine 
netw ork and its affiliates earned 43%  (up 6% to $ 1 0 1 3m ), the 
Seven netw ork and its affiliates earned  32%  (up 6% to $769m ) 
while the Ten netw ork and its affiliates, w ithout an affiliate in 
Tasm ania, earned  25% ($597m , equal to last year).
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F ig u re  8 : N e tw o rk s  and  
a ff i l ia te s  in m u lt i- s ta t io n  
m a rk e ts ' b ro a d c a s tin g  
p r o f i t
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The rem aining 14 solus television licensees serve Griffith 
and Broken Hill in NSW, Mildura in Victoria, Mt Isa and 
rem ote areas in Q ueensland, regional South Australia (three  
services), regional and rem ote W estern Australia (four serv
ices), Darwin and rem ote Central Australia. T he tctal broad
casting revenue for these 14 services w as $79-9m  in 1995-96, 
an increase of 4.8%  on  the previous year. Expenditure 
increased by 2.5%  to $ 6 6 .9m, with salaries and wages being  
the largest exp en se item ($ 13.6m ).

Eleven of the 14 services w ere profitable with total broad
casting profits of 15.4m , an increase of 4.7% . Three services 
incurred losses am ounting to $ 2 .4m  (dow n 36.4%  .
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F ig u re  7C  : Ten n e tw o r k  a n d  
a ff i l ia te s  e x p e n d itu re

The expenditure across the three netw orks w as consistent 
with the revenue earned. The Seven netw ork and its affiliates 
spent a greater proportion of total expenditure on program 
ming and salaries costs (63% ) than the Nine netw ork and its 
affiliates (53% ) and the Ten netw ork and affiliates (47% ).

F ig u re  9 : S o lus m a rk e ts  
b ro a d c a s t in g  revenue

Expenditure by the television industry as a v/hole on  
Australian program m ing increased 5.6%  to $504.0m . This 
was equal to 72%  of all program  expenditure, and the 
rem aining 28%  w as spent on overseas program s. News and 
Current Affairs represented 28% of local program  expendi
ture, Sport 26%, Light Entertainm ent 20%, Australian Drama 
15%, D ocum entaries 5% and Australian dram a and children’s 
program m ing 18%. These figures do not include program  
salaries and w ages, affiliation fees or program  righ:s written  
off.

Expenditure in overseas program m ing decreased by 2% to
$ 1 9 6 .5m, of w hich 88.7%  w as spent on overseas drama,
including m ovies and series.

300 r□  Foreign programs

I I Aust other programs 
Aust news &

™  current affairs 
_  Aust drama &
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F ig u re  10:
C o m m e rc ia l te le v is io n  
p ro g ra m  e tp e n d itu r e
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Strong p ro fit g ro w th  continues

The com m ercial radio industry increased broadcasting profit 
by 25% to $7 0 .5m in 1995-96, com pared with the 48%  increase 
in 1994-95, even after intra-group m anagem ent fees increased  
by 65 .5%  to $ 2 8 .4m. The 167 com m ercial radio licensees  
in creased  revenu e by 5 .8%  to $ 5 5 4 .6m  w hile exp e n se s  
increased  by 3-4% to $ 4 8 4 .0m . Interest charges increased by 
20%  to $33-7m  and salaries and w ages increased by $ 7 .2m. 
Austereo and Australian Radio Network increased intra-group  
m anagem ent fees by $ 7 .7m  and $3-6m  respectively in 1995- 
96  com p ared  with the previous year.
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F ig u re  1: C o m m e rc ia l rad io  b ro a d c a s t in g  reven ue

The 38  m etropolitan services in the seven  capital cities 
earn ed  65.7%  of industry revenue, am ounting to $ 3 6 4 .5m  (up  
6% ) in 1995-96. This revenue generated  a broadcasting profit 
of $ 4 2 .6m  (up 27.8% ) for the capital city services in 1995-96  
although intra-group m anagem ent fees increased by 140%  to 
$19.4m .

In the capital city m arkets, the 19 FM radio services reported  
revenues of $ 2 3 5 .7m  (up 6.5% ), while the 19 AM radio  
services reported revenues of $ 1 2 8 .8m  (up 5.2% ). The 19 FM 
radio services spent $ 1 9 0 .5m  (up 2.7% ) to earn a broadcasting  
profit o f $ 4 5 .2m  (up 26.1% ), while the 19 AM radio services 
spent $131 -4m resulting in a loss of $ 2 .6m  (com p ared  with the 
$ 2 .5m  loss in the previous year). Thirteen of the 19 FM 
services w ere profitable and earned $53-2m  in profits, while 
seven  of the 19 AM services w ere in profit, earning $ 1 0 .0m . 
Capital city services w ere charged $ 2 8 .9m  in interest and  
$ 1 9 .4m  (up 140% ) intra-group m anagem ent fees in 1995-96.

The nine Sydney services reported revenues of $ 1 4 3 .6m  (up

7.7% ) to return a broadcasting profit o f $ 1 3 .3m  (up 17.9% ). 
Four of the nine profitable services w ere profitable and  
returned $ 1 7 .3m  in profits. Sydney services w ere charged  
$13-9m  interest and $ 7 .5m intra-group m anagem ent fees 
during the year.

The nine M elbourne services reported  revenues of $ 9 9 .2m  
(up  6 .5% ) to return a broadcasting profit of $ 1 5 .6m  (up  
13-5% ). Five of the nine services w ere profitable and returned  
$19-3m  in profits. M elbourne services w ere charged  $ 7 .6m  
(up 169.5% ) in interest and $ 5 .3m  (up  163-7% ) in intra-group  
m anagem ent fees during the year.

The six Brisbane services reported  revenues of $ 4 9 .7m  (up  
9.9% ) resulting in an overall profit of $ 3 .5m  com p ared  with 
the loss of $400  00 0  in the previous year. Tw o of the six 
services w ere profitable and returned $ 10.7m  in profits. The 
five Adelaide services reported revenues of $34 .0m  and  
gen erated  profits totalling $ 2 .6m . The five Perth com m ercial 
services generated  revenues of $ 2 9 .7m  and broadcasting  
profits of $ 7 .2m  (up 24.6% ). The four services in H obart and  
D arw in earned revenues of $ 8 .3m  w hich resulted in a total 
profit of $500  000.

O f the $ 5 5 4 .6m  com m ercial radio industry revenue, services 
in Sydney earn ed  26% , M elbourne 18%, B risbane 9%, 
Adelaide 6%, Perth 5% and H obart/D arw in 1%.

F ig u re  3 ' C o m m e rc ia l rad io  p ro fits  - 7 ca p ita l c ities
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In 1995-96  the 129 com m ercial radio services in regional 
m arkets increased  revenue by 5.3%  to $ 1 9 0 .lm , representing  
34.3%  of total industry revenue. E xpenses increased by 2.9%  
to $ 1 6 2 .6m. The largest exp en se  for regional radio is salaries 
and w ages, w hich w ere up 2% to $ 5 4 .7m . Profits for these 129  
regional licensees im proved by 21.4%  to $ 27 .9m  in 1995-96.

R e v e n u e  E 3  E x p e n s e  □  P ro fit

F ig u re  4: R e g io n a l co m m e rc ia l rad io  reven ue, e xp e n se  & p ro fit 

Regional radio services are categorised  into three groups 
based on population of the m arket they serve. T here are 44  
licences serving the 25 larger regional markets of m ore than 
100 000  population, 47  licences serving the 37 m edium  size 
regional m arkets of betw een 40  00 0  and 100 000  population, 
and 38 licences serving the 34 sm aller regional markets of 
few er than 40 00 0  population.

In the larger regional m arkets, w hich include Canberra, 
N ew castle, G osford, G eelong, T oow oom b a and the Gold 
Coast, the com m ercial radio services increased total revenue  
by 5-9% to $104. lm  in 1995-96. Expenditure for these 44  
services increased  by 2% to $ 8 7 .7m , resulting in a profit of 
$ 1 6 .4m , up from  $ 1 2 .3m  in the previous year. Thirty-one of 
the 44 services w ere in profit.

■  R e ve n u e  ■  E xp e n se  □  Profit
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F ig u re  5: La rg e r re g io n a l rad io  m a rke ts  reven ue, e xp e n se , p ro fit 

The m edium  size m arkets, w hich include markets such as 
K em psey, D ubbo, Tam w orth, W angaratta, M ackay and  
Bunbury, increased  revenue by 4.1%  to $ 6 0 .lm . Expenses  
increased by 3-9%  to $ 5 1.2m , and these 47 services earned  a 
broadcasting profit o f $ 8 .9m  (up 5.4% ). Thirty-eight of the 47  
services w ere in profit.

S i:

Fig u re  6: M ed iu m  
size  re g io n a l rad io  
m arke ts  reven ue , 
e xp e n se , p ro fit

The licensees in the 34 sm aller markets, w hich include  
m arkets such as Armidale, Coom a, Mount Isa, Renm ark and 
G eraldton, increased revenue 5.2%  to $25,9m . E xpenses  
increased by 3-9% to $ 2 3 .3m  resulting in a profit for this group  
of $ 2 .6m . (up 16.6% ). Thirty of the 38  licensees in this group  
of m arkets reported  a profit.

R e ve n u e E xp e n se  □  Profit

F igu re  7: S m a lle r 
reg io n a l rad io  
m a rke ts  reven ue , 
e xp e n se , p ro fit

Regional NSW, w hich includes 51 licences, increased  rev
en ue by 2.4%  to $87 .0m  resulting in a broadcasting profit of 
$9-8m . Regional Victoria (18  licences) increased revenue by 
10.9%  to $ 2 8 .5m  resulting in a broadcasting profit o f $ 4 .9m  
(up  18% ). Regional Q ueensland (3 0  licen ces) increased  
revenue by 6.8%  to $ 5 0 .3m  resulting in a broadcasting profit 
of $ 1 0 .9m  (up 10.5% ). Regional South Australia (six  licen ces) 
earn ed  revenues of $ 5 .9m  (up 8 .3% ) resulting in a b road cast
ing profit of $300  000  (up 54.9% ). Regional W estern Australia 
(1 6  licences) increased revenue by 8.5%  to $ 1 1 .5m resulting 
in a broadcasting profit o f $1 .5m  (up 43.1% ). ~=

Fig u re  8  : R e g io n a l 
co m m e rc ia l rad io  
reven ue  by S ta te
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