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Introduction

1.1 This submission is made by Prime Television Limited ("Prime").  Through wholly owned subsidiaries, Prime holds the following regional and remote commercial television broadcasting licenses: 

· Northern NSW (NEN);

· Southern NSW (CBN);

· Victoria (AMV);

· Mildura (PTV);

· South West and Great Southern WA (SSW);

· Geraldton and the Mid West WA (GTW);

· Kalgoorlie/Esperance/Merridin (VEW); 

· Remote Western Australia (WAW) 

1.2 Prime is a specialist regional television broadcaster. It does not operate in any metropolitan areas. Across the regional license areas listed above Prime broadcasts to a potential audience of about 4.6 million viewers. 

1.3 Prime is one of the few Australian media companies that have practical experience of international regulatory conditions in the television industry. This arises through its ownership and control of one of the leading television networks in Argentina from 1997 to 2000, and its establishment of a new television network in New Zealand in 1998.  

1.4 Prime has considered the provisions of the Broadcasting Services Amendment (Media Ownership) Bill 2002 (“the Bill”) and welcomes the opportunity of submitting its views on the Bill to the Committee.

1.5 Prime does not oppose the proposed amendments relating to foreign ownership and control of Australian media. 

1.6 Prime supports the view that removing restrictions on the growth of Australian media companies will allow larger and more competitive companies to be formed. This is important because the world media sector is becoming increasingly dominated by large and diversified groups. 

1.7 Prime therefore welcomes the proposal to permit “cross-media” acquisitions although it has reservations about some aspects of the proposed legislation, as noted below. 

1.8 Prime’s concerns on the cross-media changes, as proposed, arise from the “Schedule 2 – Cross Media” amendments and in particular from those provisions relating to editorial independence and local news requirements. 

1.9 Prime believes that the proposed conditions will impede any prospect of cross-media activity in regional Australia, and that the proposals in fact unwittingly discriminate against regional media companies as compared with the metropolitan media groups. 

Specific Areas of Concern

2.1 Prime’s areas of concern with the proposed requirements for a “cross-media” exemption certificate in regional Australia are twofold. 

2.2 Firstly, the proposed legislation requires that the holder of a cross-media exemption certificate in regional Australia must, if one of the media companies controlled is a television broadcaster, broadcast a local news bulletin in that market five days a week.

2.3 Prime submits that this requirement for local news coverage imposes an unfair burden on regional media companies, and will present a de facto barrier to any cross-media activity in regional Australia. 

2.4 There is no equivalent requirement proposed in metropolitan areas. The proposal is not only discriminatory, but is also counter-intuitive. Most people’s views on cross-media issues are governed by their attitudes towards change involving companies such as Fairfax and the capital-city television networks, rather than the local television and radio stations in country towns. 

2.5 The provision of local news is an issue currently under consideration by the Australian Broadcasting Authority (“ABA”). Prime has made detailed submissions to that Inquiry, and some of the key points of that submission are made in Section 3 below. Those points explain Prime’s concern about the proposed local news requirements. 

2.6 The second area of the proposed legislation that concerns Prime is the issue of editorial independence in news. The proposed legislation requires that where two different (but jointly controlled) media companies operate news services in the same market (and remembering that if television is involved the existence of a news service is proposed to be mandatory), these news services should maintain editorial independence. 

2.7 The economics of regional media are such that in the absence of efficiencies across all departments, including news, it is difficult to imagine a merger of any two regional media companies having any commercial merit. This issue is taken up in more detail in Section 4. 

The Provision of Local News & The Current ABA Inquiry

3.1 The ABA is currently conducting an investigation into the coverage of local news and other matters of local significance on regional television.  

3.2 Prime has made detailed submissions to the ABA Inquiry, and these submissions will be available to the members of this Committee. We provide here only a very brief summary of the key points of the submissions, but we would be happy to elaborate on our views to this Committee, either verbally or in writing.  

3.3 The motivation for the ABA Inquiry was the decision by Prime (followed by another regional broadcaster) to cancel a small proportion of its local news services in 2001 (in Newcastle, Wollongong and Canberra). Prime’s decision was in response to a clear message from viewers over many years that they preferred other news services in those markets. 

3.4 To exemplify this point, for the five years prior to its closure, Prime’s news service in Newcastle had averaged about 28,000 viewers per bulletin. During the same period, the competing service provided by NBN, which had been entrenched for many years in the market, averaged about 134,000 viewers. (Source: Audience Research figures compiled by A.C. Neilson.)

3.5 Research showed that viewers wanted Prime to demonstrate its community support in different ways (other local programming, support of community initiatives, etc.) than by simply providing a second news service that in their eyes merely duplicated something they had already had for years before Prime’s arrival.  

3.6 Prime decided, based on this research, to cancel the low-rating news bulletins in favour of pursuing other local initiatives. 

3.7 Regional broadcasters do not have the financial wherewithal to produce news or other programs that viewers do not want to watch. Prime has given the ABA substantial information on the economics of regional television, which we are happy to share with the members of this Committee.

3.8 The economic issues confronting regional television are germane not only to the question of local news in general, but also to the question of editorial independence. 

3.9 Regional broadcasters face relatively higher operating costs than metropolitan broadcasters (because we transmit over huge geographic areas to sparse populations). At the same time we compete for a much smaller portion of the advertising market. Television advertising in regional Australia is approximately $84 per head compared with $173 per head in the five major cities. (Revenue information sourced from the ABA Report: Broadcasting Financial Results 2000-2001)

3.10 Regional broadcasters obtain the bulk of their programming through affiliation agreements with the city networks. These require the regionals to pay a percentage of all their advertising revenue to the networks. These percentage rates have jumped sharply in recent years, with regional stations having little or no bargaining power because there is no alternative source of supply. Affiliation fees even have to be paid on programs that the regional broadcasters produce themselves, so that local news is a doubly expensive commodity.  

3.11 The proposed legislation does not include a requirement that the metropolitan stations be compelled to provide local news in order to qualify for a cross-media exemption. The obvious retort is that “they do so anyway”. Prime contends that this is simply a reflection of the different economics. It is one thing to produce a news bulletin for an audience of several millions, but quite another to produce the same product when the audience is measured in thousands. No-one expects the Sydney television stations to produce different news bulletins every night for the eastern suburbs, then the inner-west, then the north shore, etc., even though those areas have populations much higher than in the towns serviced by Prime.

3.12 Prime has submitted to the ABA that it would be an unfair economic burden on regional broadcasters if local news services were made compulsory. However, the proposed legislation before this Committee seeks to make the compulsory production of local news a prerequisite for an exemption from the cross-media rules if regional television is involved. It would not only be unfair but strange if Parliament should somehow mandate the reintroduction of a news service that was on air for many years and was not of interest to more than a handful of viewers. 

3.13 As a practical matter, Prime is today broadcasting news in all areas where viewers have shown an appetite for its service. If a potential cross-media acquisition required the introduction of an extra news service that Prime is not currently showing, the extra costs will simply mean that such an acquisition cannot and will not occur.  

3.14 The consequence of the point made in 3.13 is that the legislation as currently proposed might as well dictate that regional television companies are prohibited from considering cross-media activity. It follows that if regional media companies end up standing still while the rest of the media world grows, it will simply result in their underlying economics becoming even less attractive over time, negating the prospects of any improvement in local services. 

3.15 For the reasons above, Prime submits that the provisions of section 61F – local news and information requirements  - should be deleted from the proposed legislation. At the very least, given that the ABA expects to deliver a report on its findings by early May, the Committee should defer consideration of this aspect of the Bill until such time as the ABA has delivered its report and recommendations.  
Editorial Independence

4.1 It was noted in the previous Section (and Prime would be pleased to elaborate on this point to the Committee) that the economics of regional media are less attractive than those of the metropolitan equivalent because of the smaller advertising potential and the extra costs that geography imposes.

4.2 Prime has considered from time to time the economic consequences of acquiring and/or merging with other regional media companies (if such mergers were ever allowed) in order to improve the economic profile of the enlarged group. 

4.3 Regional media groups are typically small, such that even mergers among them will not create groups of national, let alone international, significance. Merged regional companies would still not have sufficient scale to influence national advertising patterns to a noticeable degree, so that the economic benefits of regional mergers (if any) would be restricted to cost savings. 

4.4 One of the few areas of overlap between regional media companies is in the area of local news. It therefore offers one of the few means of achieving efficiencies through the sharing of news facilities and resources. If legislation requires separate editorial processes, this will effectively “kill” the prospects of most mergers having any commercial merit.  

4.5 If the Committee believes it is desirable that some local services are maintained, the best way to achieve that result, in Prime’s opinion, is to facilitate the creation of larger groups specialising in regional services. If artificial restrictions are placed upon the ability of regional media companies to grow, the inevitable result is that they will either wither or be acquired by larger groups based in the capital cities. Either way, the provision of local services is not likely to be enhanced. 

4.6 In addition to its opposition to strict requirements of editorial independence on purely economic grounds, Prime wishes to make several other points on the issue. 

4.7 Prime submits that the question of editorial independence is more relevant where a newspaper is involved than as between television and radio. With a newspaper (by definition) the provision of news is the whole of its content. This is different from television and radio where the provision of news is only a small proportion of the overall offering. Prime submits that if editorial independence is maintained as a concept it should only be a prerequisite where one of the companies involved owns a newspaper.

4.8 Further, to the extent that editorial independence maintains the diversity of views circulating within a community, Prime believes that this is more of an issue in metropolitan areas than in regional Australia. Television and radio news in regional Australia is more about community information than it is about influencing opinions. Prime submits that the question of the local television and radio station in a country town being owned by the same party should not be automatically embraced by the same legislation designed to deal with the issue of Channel 9 and the Sydney Morning Herald, for example.  

4.9 We note finally that the ABC is not restricted from pooling news resources for its television and radio services. This pooling was reportedly driven by economic considerations. We submit that regional television and radio should not be treated differently. 

Conclusion

5.1 The Committee should recommend that the provisions of section “61F – Editorial Separation” not apply to regional markets or at least as between regional television and radio. 

5.2 The Committee should recommend that the provisions of Subdivision C of Schedule 2 – local news and information requirements – be deleted from the Bill or at least deferred for further consideration until the report and recommendations of the ABA’s Regional News Inquiry can be considered.  
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