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Executive Summary

As the largest regional only radio operator in Australia, RG Capital Radio Limited (RGCR) has a strong interest in this committee.

RGCR offers live and local programming between 5.00am and 6.00pm in nearly all of its 32 radio services.  It would appear local content concerns are central to the BSA Amendment (Media Ownership) Bill 2002.

RGCR supports the removal of foreign ownership restrictions which have been successful in our own medium.

RGCR supports the removal of cross media ownership restrictions but believes it should exclude radio totally, particularly regional radio.  If this idea was supported, RGCR believes that greater local content requirements could be placed on broadcasters since operators would be able to grow to a size that would allow greater local content.

RGCR also believes that the BSA be further amended to allow operators in regional markets to operate more than two services.

Such an amendment to S54 of the BSA would promote further the objectives of diversity and local content.

An introduction to:

RG CAPITAL RADIO LIMITED

RG Capital Radio Limited is Australia’s largest regional radio group.  The company’s radio stations serve an audience of 3.2 million people.

	Region
	Stations

	Cairns
	Sea FM

	Townsville
	Sea FM, Mix 106.3

	Mackay
	Sea FM

	Rockhampton/Gladstone
	Sea FM/4RO

	Bundaberg
	Sea FM

	Fraser Coast
	Sea FM/Mix 103.5

	Sunshine Coast
	Sea FM/Mix 92.7

	Southern Burnett
	CFM/1071AM

	Darling Downs
	CFM/4GR

	Gold Coast
	Sea FM/Gold FM

	Central Coast
	Sea FM/2GO FM

	Newcastle
	KOFM/NXFM

	Albury
	River 105.7

	Goulburn Valley
	Sun FM/3SR

	Gippsland Valley
	3GG/Sea FM

	Wodonga
	River 105.7

	Hobart
	TTT/Magic 107

	Launceston
	7LA

	Devonport
	7AD/Sea FM

	Burnie
	7BU

	Scottsdale
	7SD


RGCR is a publicly listed company on the Australian Stock Exchange.

Employs 480 full time staff including 16 Station Managers, 15 engineers, 10 journalists and over 100 on-air presenters.

Our group produces over 3,000 hours of local content in regional markets every week (including 25 local breakfast shows all of these being duo’s).


RGCR produces over 1,000 new bulletins per week.

Provides community service airtime valued at nearly $5.0 million per annum and is directly involved with raising another $2.0 million.

RGCR formats are predominantly music formats supplemented by local and national news bulletins.  Almost all our services are live and local between 5.00am and 6.00pm.

Regional

Radio should be excluded from cross media rules altogether

Radio is essentially about music formats.

Almost all regional radio stations are music based.

The idea that separate editorial is needed does not reflect the current reality that little editorial comment is produced by radio stations.  Almost all RGCR stations have 75% or more music content.

Pay TV already provides both radio and television product.

The reality in all regional markets is Pay TV operators offer a suite of audio channels with the basic television subscriptions.  The only difference between this and traditional radio operators is that the delivery mechanism is a satellite dish rather than a terrestrial based transmitter.

Regional Radio operators have limited prospects of growth because of the current regime.

Companies like RGCR are currently shackled with rules that limit our growth prospects.  The financial reality is radio is the minor player in sales generated.  Not being allowed to own other media hampers our growth in regional markets and limits our ability to provide local and diverse services.  This has been particularly evident in the last 10 years.

Additional radio licences planned are as follows:

· 95 commercial licences and 262 wide and medium open narrowcast services.

The additional costs of all these services has seen a loss of local content in regional markets.  By annexing radio out of cross media restrictions would allow businesses like ours to grow and allow local services to be retained.

Regional radio is different in its cost structure.

Regional radio supports nearly 200 services and does so on a revenue base that is equivalent to Sydney radio’s 10 services.  This illustrates that a different policy treatment is needed.  It also explains why local content in local markets in regional Australia has diminished.

The investment required in transmitters, building and studios is huge on a revenue base that has had no significant rise because of the expansion of licences.  Again annexing regional radio altogether from cross media rules makes sense.

The Proposed Amendments to the Broadcast Services Act should also include the Repeal of S54

The Economics
72 of the 93 non-metropolitan radio markets currently have two commercial radio services.  The ABA has planned a third commercial service in many of these markets.

It is far more economical and efficient to build a new studio; buy a transmitter and either build or lease a transmission tower.  It is unlikely the new operator will be able to build the new station for less than $2 million.  The incumbent already has access to studios and to a transmission tower.  The capital cost of the incumbent providing a third commercial radio service is around 75% less than a new operator.

Capital Expenditure Comparison
	$’000
	Incumbent Operator

Marginal Cost
	New Operator

	Set up costs of a third radio service
	$500
	$2,000


The Benefits to the Community

Greater Diversity of Programming

In RGCR’s experience, an independent third service will provide programming to endeavour to win audience from the incumbent services, by targeting a similar audience as the incumbent FM service.  There is little likelihood that there will be a growth in radio listening.

Allowing the incumbent radio station to provide a third service will expand the levels of radio listening by providing complimentary programming which differs from the formats already being provided in the market.

The table below shows the likely target audiences of the three stations in the market.

	
	AM Service
	FM Service 1
	FM Service 2

	Incumbent Only
	55 plus
	10-35
	35-55

	Incumbent & Independent
	39 plus
	10-39
	10-39


More Local News and Community Involvement

As mentioned above, an independent third commercial FM service cannot afford to provide an equivalent level of local programming as the two incumbent services.  The likely outcome is service is acquired by a metropolitan commercial radio owner and they insert local advertising into a 24-hour network service.

However the incumbent radio station, providing three complementary services, can afford to spread the cost of staffing, local program development and local news across three separate services. 

It is the advantage and cost efficiencies generated by the scale of the radio station that an independent providing a single service could not match.  The audience is better served with a greater range of services with more local programming. 

Wider Audience Reach for Local Advertisers

The wider audience reach provided by the incumbent radio station with three services is also very attractive to local advertisers.

Due to the marginal cost of providing the third service, it is also likely the cost of advertising will be lower.  Local business will pay less to be on the three co-owned commercial radio services than being on three services with two owners.

There are Laws that Already Control Competition

RGCR calls on the committee to recommend that Section 54 of the Broadcasting Services Act (1992)
 to be repealed.  

It is RGCR’s view the supervision of acquisitions in the commercial radio industry can be satisfactorily regulated by the relevant provisions of the Trade Practices Act (1974), as administrated by the Australian Competition and Consumer Commission (ACCC).

RGCR’s submission is that no additional provisions beyond those presently found in the Trade Practices Act need be introduced.  Acquisitions of commercial radio licences are already subject to section 50 of the Trade Practices Act.

Section 54 of the BSA applies a blanket prohibition on ownership and control of commercial radio licences, without any  consideration of the particular market conditions.  The regulation is applied to commercial radio services in small regional market the same way it is applied in Sydney.  

RGCR’s submission is that it is time for the ownership and control rules for radio to be revisited, and that this would be in the interests of audiences throughout regional Australia.    

No More New Licences
The Senate committee should also in our view, recommend that no more radio licences be issued for a minimum of 10 years.  There is overwhelming evidence that the increases in radio licences in regional areas have seen greater networking and losses of localism.

� S54 of the Broadcasting Services Act – ‘A person must not be in a position to exercise control of more than 2 commercial radio broadcasting licences in the same licence area’.
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