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Introduction 

Project context and funding 

This report addresses current issues for regional television broadcasting and its 
future. It was authored by David Kennedy and Poornima Pai of Venture Insights 
and commissioned by Swinburne University of Technology as part of an 
Australian Research Council funded Discovery Project, ‘Spectrum After Scarcity: 
Rethinking Radiofrequency Management for a Connected Society’ [DP 
150100887]. The research was overseen by Jock Given, Professor of Media and 
Communications [jgiven@swin.edu.au]. All views expressed are the authors’. 

The aim of this report 

The aim of this report is to review the current situation of the regional television 
industry and analyse potential solutions to the challenges it faces. In summary, 
this report concludes that it is difficult to foresee ongoing viability for the regional 
commercial television industry on current regulatory, technological and 
commercial settings. The growth of competition from online alternatives and the 
metropolitan networks’ broadcast video-on-demand (BVOD) services will 
inevitably erode regional television advertising revenues. The industry faces 
structural problems that require structural solutions.  

These problems cannot be ignored. Regional commercial television broadcasting 
is a key element of the Federal Government’s broadcasting services delivery 
framework, and currently has no effective substitute.  

Many of the policy options have direct implications for spectrum management. 
These options (discussed below) include online or satellite television delivery and 
spectrum restacking that would free up television broadcasting spectrum for 
other uses. But in regional Australia, these initiatives cannot be properly 
evaluated without a broader perspective on the viability of the current industry 
structure. Therefore, much of the report is taken up by examining the 
sustainability of different structural arrangements, and how they would be 
implemented.  

One conclusion, perhaps the most important, is that the Federal Government is 
highly exposed to any crisis on regional television broadcasting. The Government 
is no bystander, and has significant policy interests tied up in regional service 
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delivery. The destabilisation of regional television will inevitably involve the 
Government in difficult tradeoffs about direct support for service delivery in 
regional Australia and the scope for structural reform.  

Executive Summary 

Policy framework 

The difficulties faced by Australia’s regional commercial television broadcasters 
have their origins in the equalisation process of the 1980s and early 1990s. While 
this reform successfully expanded television service access, it also moved the 
regional television industry onto a higher transmission cost base, and weakened 
the regional networks in their affiliate negotiations with the metropolitan partners. 
These problems were made worse by the digitalisation process, which expanded 
channel access in smaller markets as well, increasing regional industry 
dependence on metropolitan content and lifting transmission costs again. 

This high cost base has made it more difficult for regional commercial television 
broadcasters to absorb the impact of rising advertising-supported and 
subscription video-on-demand (AVOD and SVOD) competition. This challenge 
has been exacerbated by the growth of the metropolitan networks’ BVOD 
services, which are not subject to their affiliate agreements with the regional 
networks. BVOD is increasingly drawing away viewing minutes in regional licence 
areas. In summary, the regional commercial television broadcasters are caught in 
a three-pronged pincer movement: a high cost base driven by Government 
regulation, high affiliate fees, and a decline in viewer minutes driven by online 
competition and exacerbated by their being locked out of the BVOD business. 

The “convergence” reforms of 2017 have not provided any relief. It is difficult to 
interpret those changes as anything other than an invitation for the metropolitan 
networks to take over their regional affiliates – an invitation that has not yet been 
accepted, though there has been at least one serious attempt. The effect of the 
remaining restrictions is to prevent regional television broadcasters from 
achieving synergies in facilities and in news-gathering and production through 
mergers or acquisition, and to maintain their relatively weak bargaining position 
with the metropolitan networks who provide most of their other content.  
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Commercial and policy challenge 

These issues are well-rehearsed, and have been documented in industry 
submissions to various public inquiries, some of which are quoted below. 
Undoubtedly, regional television broadcasters face a momentous challenge. 
Venture Insights estimates that at the current rate of viewing decline, the regional 
commercial television industry as a whole will move into an EBITDA-negative 
position around 2024, and their situation will worsen thereafter. The only question 
then is what follows? Unmanaged change involving unnecessary collateral 
damage to regional television shareholders and viewers? Or a managed change 
designed to craft a new, viable industry settlement? 

Let us imagine that no action is taken to support the regional industry and that it 
becomes consistently unprofitable around 2024. The initial result would be the 
elimination of all local production and journalism, followed by growing difficulties 
in paying transmission and content costs.  

The most orderly sub-scenario would be the withdrawal of service in unprofitable 
and marginal markets and the contraction of regional TV coverage to lower-cost 
and higher-density markets like Hobart, Canberra, the Gold Coast, Wollongong 
and Newcastle, and so on. This would have serious consequences for regional 
viewers. BVOD viewing of streamed commercial television would be available to 
many outside these core markets, but not all. This would leave many regional 
audiences completely dependent on the national broadcasters and severely 
undermine the Government’s objective of access to television services. 

Options for change 

Setting aside the “do nothing” option (which will inevitably lead to significant 
service reductions after 2024), there are a limited number of options: 

• A subsidised status quo, in which the Federal Government is committed to 
open-ended and growing financial support to the regional industry.  

By 2026, this could amount to $160m per annum, and this quantum could be 
expected to increase as regional revenues continued to fall. This would expose 
the Federal Government to an open-ended financial commitment that might 
ultimately be comparable to running another SBS. There is a real risk that this 
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rising cost would put pressure on other parts of the Communications portfolio, 
including national broadcaster budgets. 

• A major expansion of the VAST satellite television delivery program. 

This option would also impose significant establishment costs on households that 
the Government would inevitably be called upon to heavily subsidise. Even if we 
assume that the NBN could be relied upon to deliver free-to-air television to most 
households, we estimate below that around 800,000 households would remain. 
Equipment costs alone for these could amount to $320m, and installation costs 
might be even higher. However, this would be a one-off cost, but would come at 
the loss of opportunities for local program insertion. This would soon lead to 
demands for new satellite technology that the Government would again be 
required to subsidise. 

• The acquisition of the regional networks by their metropolitan affiliate.  

The regulatory door to this change was opened by  removing the 75% audience 
reach rule in 2017, but after four years no such acquisition has taken place. The 
acquisition of regional affiliates by the metropolitan networks would internalise 
the current asymmetry between metropolitan networks (which have BVOD) and 
regional networks (which do not), resolving the underlying structural imbalance. 
This is its major advantage.  

However, it would also place regional news coverage under a cloud, as the 
merged entity would continue to look for savings in regional operations. The 
Government would certainly be required to continue subsidising regional news 
production to ensure a minimum level of regional coverage.  

Further, it must be asked what long-term incentives metropolitan networks have 
to acquire their regional partners. If regional revenues are in decline, the 
attractiveness of acquisition declines as well. We expect metropolitan networks to 
be increasingly wary of acquiring regional affiliates without some guarantees from 
the Federal Government to cover costs in uneconomic areas. This might include a 
move to satellite delivery in some areas, as discussed above, supported by a 
Government subsidy. 

• A merger of regional television broadcasters to create an integrated 
operational and editorial structure that could realise efficiencies in 
premises, broadcast infrastructure, and news gathering and production.  



 

 

Page 7 IMPORTANT DISCLOSURES ARE PROVIDED AT THE END OF THIS REPORT 

© 2021 Venture Insights Pty Ltd. All rights reserved 

 

210907 Regional commercial TV 

This merged entity would transmit all of the current channels and would also gain 
bargaining power in television affiliate negotiations. An alternative version of this 
approach widens the net to include regional print and radio as potential 
consolidation partners. 

This scenario must clear significant regulatory hurdles. It would first require the 
relaxation of the one-TV-licence-to-a-market rule and the four-voice ownership 
limits in regional media markets, which would require legislation. Then it would 
also require authorisation from the ACCC under competition law.  

Apart from the cost advantages, there may be other ways that the industry could 
use its integration to push back against revenue decline. The Boomtown initiative, 
which brought together six regional media companies to promote the brand-
building capacity of regional media, hints at the benefits that might flow from 
consolidation of the regional media sector. 

To be successful, a merger would need to extend the viability of the regional 
industry until television revenue decline stabilised. As discussed below, we expect 
regional revenues to fall around 33% between 2021 and 2026, so savings of this 
magnitude would need to be found (at a minimum). Achieving savings on this 
scale would probably require the merged entity to cut costs in multiple ways, 
including significant rationalisation of facilities and the sales force, pushing back 
against the metropolitan networks on affiliate fees, and perhaps moving to 
satellite delivery in some uneconomic areas with Government assistance. None of 
this is unachievable, but it  assumes that terrestrial television watching stabilises in 
the second half of the decade. 

Government exposure 

What emerges from a consideration of the various scenarios for the regional 
television industry is that the costs of these problems - and they are significant – 
will almost certainly fall on the Federal Government as the ultimate guarantor of 
broadcasting policy objectives like availability, diversity and local content. As 
metropolitan BVOD continues to expand in regional Australia, the metropolitan 
networks are drawing away regional profits, leaving the losses to be socialised as 
Government is increasingly forced to step in to support service availability in 
regional Australia.  
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The regional television industry poses a significant policy problem, but it is not a 
particularly ‘wicked’ problem, only a hard (and expensive) one. The issues are 
clear, and the potential responses are also clear. 

Policy arrangements for the regional commercial television 
industry 

Some of the difficulties facing regional commercial television broadcasting are  
consequences of policy decisions taken as far back as the 1980s. It is therefore 
necessary to review the current regulatory arrangements for television to 
understand these challenges.  

Free-to-air television has national, collective character that is hard for other 
services to replicate. The high level of household participation in free-to-air TV 
consumption is closely related to its current delivery arrangements. These include 
public support for the national broadcasters’ delivery infrastructure, the 
availability of cheap and easily available television devices, a mix of terrestrial and 
satellite delivery that makes it nationally accessible, and an advertising-supported 
and/or publicly supported revenue model that eliminates subscription fees. These 
features arguably account for the resilience of television over the last two decades 
despite rising competition from pay TV and then AVOD and SVOD.  

For policy-makers, the distinctive features of broadcasting services that need to 
be considered are summarised in the 21 objectives set out in Section 3 of the 
Broadcasting Services Act 1992. The Act sets out a framework of objectives more 
complex than, for example, the framework for telecommunications. Many of its 
objectives are inter-related, sometimes reinforcing one another and sometimes 
being traded off. Amongst the objectives set out in the Act, concepts that stand 
out are: 

• Availability 

• Efficiency, competition and responsiveness 

• Diversity of both control and content 

• Australian content and content of local significance 

• Community standards 
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It is not always possible to maximise all objectives independently, so broadcasting 
policy is an optimisation problem. Changes in the industry’s commercial and 
technical landscape can also upset earlier optimisations, requiring a rethink of the 
tradeoffs inherent in the industry’s structural arrangements. Regional television 
faces just such changes, with an underlying revenue decline driven by SVOD 
competition and BVOD substitution threatening policy objectives like content of 
local significance, diversity and ultimately availability. 

License area structure and allocation 

The ACMA licenses television services under the Broadcasting Services Act 1992. 
Broadcast free-to-air television services are offered under two kinds of licencing: 

• Commercial free-to-air television services must hold a commercial 
broadcasting licence, issued by the ACMA under the Broadcasting Services 
Act 1992. (In contrast, provision of national broadcasting services is 
authorised by the specific Acts of Parliament for ABC and the SBS, 
respectively). 

• The ACMA issues separate licences under the Radiocommunications Act 
1992 for the VHF and UHF spectrum that the commercial and national 
broadcasters use to transmit their channels to viewer antennas. 

AVOD, SVOD and BVOD services are not classified as broadcasting under the 
Act, as they are delivered online. Pay TV, in contrast, is licensed under the Act. 

For commercial television broadcasting, Australia is divided into geographical 
television licence areas where commercial television operators must have a 
commercial broadcasting licence to broadcast. The metropolitan markets are 
Sydney, Melbourne, Brisbane, Adelaide and Perth. Outside these metropolitan 
areas, Australia is classified as either regional or remote. Regional licensees 
provide their services  through terrestrial TV transmitters using the broadcasting 
spectrum bands. Remote licences are provided by satellite.  

The current license area structure for regional Australia was established in the late 
1980s when Hawke Government reforms saw regional submarkets, which were 
previously all monopolies (“solus markets”), aggregated into larger licence areas. 
The former monopolies were allowed to expand their footprint into these larger 
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Figure 1. Australian television licence areas 

 
Source: ITU 
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licence areas and compete. At the same time, remote commercial TV licences 
(served by satellite) were issued in all parts of the country without terrestrial TV.  

In the four most densely populated of these licence areas, three commercial 
broadcasters were introduced, mirroring the full range of metropolitan 
programming and equalising viewer access to services. Currently, the three 
biggest regional players are Prime, SCA and WIN1: 

• Regional Queensland – currently Seven Queensland, SCA and WIN TV. 

• Northern New South Wales – currently NBN Ltd, Prime Television and WIN. 

• Southern New South Wales – currently Prime Television, SCA and WIN TV. 

• Regional Victoria – currently Prime Television, SCA and WIN TV. 

Tasmania has two independent players - currently SCA and WIN. They jointly 
operate Tasmanian Digital Television in Tasmania as well as their own channels. 

The three largest regional commercial television broadcasters have a diverse set 
of corporate profiles. SCA is a public company that also owns radio stations, and 
derives most of its revenue from radio. Prime is almost entirely television, but 
Australian Community Media (a regional print company) holds a strategic share in 
Prime. WIN is also focused on television but has two radio stations, and is 
privately held. 

Outside the aggregated operator markets, there remain some smaller markets 
with two (or even one) commercial television broadcasters. Currently, 
Mildura/Sunraysia, Darwin, Tasmania, Remote & Regional WA, and Remote 
Central and Eastern Australia still have only two independent licensees, while 
Griffith, Spencer Gulf/Broken Hill, Riverland (Renmark/Loxton) and Mount 
Gambier/SouthEast have only one, though these licensees generally still carry all 
of the content from the three metropolitan networks.  

This is important because it shows that the number of licensees, though a key 
driver of diversity, is subject to the economic capacity of the regions.  

Licenses were re-allocated under the reforms of the Broadcasting Service Act 
1992, which included a process for the review of licence areas and their levels of 
competition and diversity. The then Australian Broadcasting Authority (now the 
ACMA) reviewed licence areas to determine whether each licence area could 

 

1 ACMA, Communications and media in Australia: Supply and use of services, 2019–20, April 2021. 
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support new competitors, allocating new licences as appropriate. The licence 
structure of regional broadcasting markets has been stable since then. 

Digital television 

Before the introduction of digital television into Australia, PAL analogue television 
was delivered in the VHF and UHF bands, including the 700MHz band. The 
introduction of digital television (specifically, the European DVB-T1 standard 
using MPEG-2 video coding and compression) improved spectral efficiency. This 
ultimately led to the release of 700MHz spectrum that was subsequently 
auctioned for mobile telephony in 2013 and 2017.  

Prior to the 700MHz auction, a complex process of transition had to be executed 
in each license area: 

• New digital channels had to be established to broadcast simultaneously 
with the old analogue channels during the switchover period. 

• Analogue channels were switched off. 

• The remaining digital channels were “restacked” into lower frequency 
bands to release 700MHz spectrum. 

Figure 2. Australian television band plan (including 700MHz digital dividend spectrum) 

 
Source: Department of Communications and the Arts 

Nationally, this process began in January 2001, but the final restacking in remote 
regional Australia was not complete until 2014. The current band plan for free-to-
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air television, with four blocks of six TV channels in the UHF band, is illustrated 
above. 

The high costs of digital transmission rollout in regional areas were addressed in 
2001 through a Regional Equalisation Plan that covered 50% of the estimated 
rollout costs. They provided a budgeted $260m of support over the 13 years 
switchover period. Funding was provided as capped annual rebates against 
broadcast licence fees, supplemented by a grants component where necessary to 
achieve the full rebate.  

Additional support was offered under the Household Assistance Scheme (HAS) to 
any household that included a pensioner on the maximum pension rate. Venture 
Insights estimates that up to 225,000 households received assistance to upgrade 
analogue antennas or install satellite television equipment2.  

Licence fees 

Prior to 2017, broadcast licence fees (including radio) were around $130m per 
annum, but very little was paid for access to spectrum. Under the Commercial 
Broadcasting (Tax) Act 2017, broadcast licence fees were abolished and a 
spectrum access tax was instead applied.  

The total spectrum tax for the broadcasting industry under the new arrangements 
was an estimated $40m per annum, saving the sector around $90m per annum. 
Television broadcasters saved the vast majority of this sum, as they use far more 
spectrum than radio. Venture Insights estimates that the regional commercial 
television broadcasters will pay around $15m in spectrum taxes in 2021-22 
(excluding retransmission sites) despite their large licence areas because they 
mainly transmit in low population density areas where spectrum taxes are lower.  

The reduction in overall licence fees has been beneficial to the television 
broadcasting industry but also suggests that licence fee rebates, which were an 
important factor in preserving regional viability during the transition to digital 
television, can have relatively little impact in the post-2017 environment. 

 

2 For further details, see (2015) ‘Did it work? Evaluating the transition to digital TV in Australia’, 
International Journal of Digital Television, 6(1): 7-24, and (2018) ‘Did it work? An update on the 
costs and benefits of the transition to digital TV in Australia’, International Journal of Digital 
Television, 9(1): 43-52. 
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BVOD regulation 

The online delivery of free-to-air television services is not regulated under the 
Broadcasting Services Act 1992. The original decision in the mid-1990s not to 
place online video under the Broadcasting Act is generating major structural 
stresses over two decades later.  

This has major implications for the treatment of BVOD under the metropolitan 
networks’ affiliate agreements with their regional partners. The affiliate 
agreements give the regional networks an exclusive right to rebroadcast 
metropolitan content but not to transmit it online. Further, the extension of 
metropolitan BVOD into regional licence areas is not a breach of the affiliate 
agreements, because BVOD services are not broadcasting and are therefore not 
a breach of the regional networks’ exclusive right to broadcast. This was 
established in 2016 in a Federal Court case between the WIN Network and the 
Nine Network, when WIN challenged the launch of Nine’s national BVOD service 
under its affiliate contract. The Court found in favour of Nine for the above 
reasons.  

In theory, the affiliate agreements could be updated to incorporate BVOD 
services, potentially to allow regional networks to launch their own BVOD services 
in their licence areas. In practice, the regional networks do not have the 
bargaining power to achieve this. The result is that metropolitan BVOD is taking 
viewing minutes away from regional networks, eroding revenue revenues. 

Green Paper proposals 

The Federal Government’s Green Paper released in November 2020 proposes a 
new broadcasting licensing model, under which the FTA broadcasters would 
have the option of a 'one off', irreversible move to a new commercial 
broadcasting license that would be exempt from a spectrum tax.  
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Figure 3. Proposed 600MHz spectrum reallocation 

 

 
Source: SBS Submission to the Media Reform Green Paper 

The ‘new licence' would also no longer require the broadcasters to meet the 
minor Australian content requirements currently imposed on their secondary 
digital multichannels. However, the holder of a new licence would be required to 
transition to using less radiofrequency spectrum, under a multi-year process to be 
initiated by Government when certain conditions were met.  

The Green Paper states that relative costs and impacts of this transition to new 
spectrum and broadcasting arrangements would likely be minimised if 
broadcasters provided services using the existing DVB-T1 standards coupled with 
the MPEG-4 compression technique (and abandoning MPEG-2) using shared 
transmission multiplexes3. Ideally, all five FTA broadcasters could be 
accommodated on three multiplexes, and this would release 84MHz of spectrum 
for other uses in the 600MHz band. The Government proposes in the Green 
Paper to finalise this refarming in December 2025. 

For the reform to be viable, at least two metro broadcasters would need to elect 
to transition to 'new licences'. Once the two licence holders had elected to 
transition, the Government would then: 

• require the ABC and SBS to also move to a shared multiplex arrangement; 
and 

 

3 A ‘multiplex' is a device that allows multiple digital television broadcast signals to be combined 
into a shared data stream.  
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• take steps to establish a support mechanism for the Australian news and 
content industries. 

The Green Paper proposes to realise a ‘digital dividend’ by auctioning cleared 
spectrum, the proceeds of which would be available to support a more robust 
media sector in two priority areas: support for regional news services and support 
for Australian drama, children’s and documentary content. Each would be 
established as a trust fund operating under a legislative framework and would be 
overseen by an independent board of trustees: 

• The first would be known as the Public Interest News Gathering Trust (PING 
Trust), an enhanced version of the existing $55m million PING finding 
program. Regional broadcasters have already been beneficiaries of the 
PING program 

• The second would be known as the Create Australian Screen Trust (CAST).  

The Government is currently considering industry submissions on these 
proposals. 

Cross-media ownership rules 

Until 2017, commercial television broadcasters in aggregated markets were 
governed by several cross-media ownership rules included in the Broadcasting 
Services Act: 

• Four voice diversity rule: There must be at least four independent media 
voices in regional commercial radio licence areas (five in metropolitan 
areas) 

• One-to-a-market rule: A person must not control more than one 
commercial television licence in a television licence area 

• 75 per cent audience reach rule: A person must not control commercial 
television broadcasting licences where their combined reach exceeds 75 
per cent of the Australian population 

• Two-out-of-three cross-media control rule: A person must not be in a 
position to exercise control of more than two of the three regulated 
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traditional platforms (television, print and radio) in any commercial radio 
licence area. 

An amendment to the Act in 2017 abolished the 75% reach rule and the two-out-
of-three rule, leaving the four voice and one-to-a-market rules, which are 
administered by the ACMA. These remaining rules still serve to prevent the 
merger of regional commercial television licensees, though the abolition of the 
75% rule opens the way to acquisition of regional television networks by their 
metropolitan counterparts. In additional, any mergers are also subject to general 
competition policy administered by the ACCC.  

The Convergence Review of 2012 had recommended the abolition of the 75% 
reach rule and the two-out-of-three rule, but also recommended the abolition of 
the one-to-a-market rule, and the restructuring of the voices rule to include all 
relevant content players, not just traditional media. It has been argued, for 
example, that Facebook as a platform for local user-generated and editorial 
content might be included in such a re-definition, opening up the potential for 
other mergers. However, the Government has not acted on those specific 
recommendations. 

It is difficult to interpret the 2017 changes as anything other than an invitation for 
the metropolitan networks to take over their regional affiliates – an invitation that 
has not yet been accepted, though there has been at least one serious attempt. 
The practical effect of the remaining restrictions is to prevent regional television 
broadcasters from achieving synergies in facilities and in news-gathering and 
production through mergers or acquisition, and to maintain their relatively weak 
bargaining position with the metropolitan networks who provide most of their 
other content.  

Local content rules 

In response to concerns about declining local news coverage in the wake of 
aggregation, the then Australian Broadcasting Authority imposed licence 
conditions requiring aggregated licensees to provide minimum amounts of local 
coverage. These conditions were in addition to the general Australian content 
rules, which are largely met by the content that regional networks get from their 
metropolitan affiliation agreements. Currently, regional television licensees must 
meet quotas of ‘points’ in each licence area for material of local significance: 90 
points per week, and 720 points per six-week period4. Regional television 

 

4 The current rules are included in the Broadcasting Services Act 1992, Division 5D. 
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networks generate these points for each minute of locally significant material 
broadcast: 

• 3 points per minute for material filmed in the local area 

• 2 points per minute of news that ‘directly relates to a local area’ 

• 1 point for each minute of news that directly relates to the licence area, or 
other material that directly relates to the local area or the licence area, such 
as a community service announcement. 

 If a regional licensee subject to the quotas is merged with a group of licensees 
covering more than 75% of the Australia population (a ‘trigger event’), the six-
weekly quota rises to 900 points six months later. In smaller licence areas in 
Darwin, Mildura, Griffith and Broken Hill, as well as regional markets in South 
Australia and Western Australia, only a six-week quota of 360 points applies. 

Regional national television 

The national broadcasters are regulated and funded under separate 
arrangements. Their spectrum planning is integrated with commercial broadcast 
spectrum planning, but they are regulated and operate nationally without regard 
for regional licence areas, though ABC programming is localised to some extent. 
SBS is around 80% federally funded with most of the balance from sponsorship. 
The ABC is roughly 93% funded by the Federal Government, and this share has 
been rising in large part due to the closure of ABC Retail activities. However, the 
three-year indexation freeze announced in 2018 has affected ABC’s operational 
budget in recent years. The Federal Government announced that the ABC’s 
operational funding would drop from $880.6 million in 2021/22 to $870.3 million. 

Under ABC’s five-year plan, its ABC Life website will be rebranded as ABC Local, 
and shift focus to suburban and regional news coverage. The plan also recognises 
that there will be a continual decline in audiences for scheduled news bulletins 
and current affairs programs in the next five years as audiences switch off 
broadcast television and seek news or other content in the digital space. It also 
recognises that commercial news operations in regional Australia will contract 
further. 
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The ABC and SBS do not rely on content from metropolitan commercial networks 
so they are unaffected by the growth of commercial BVOD services, but they are 
affected by the general rise in competition from SVOD and AVOD services.  

The ABC and SBS operate extensive transmission networks in regional Australia. 
The ABC estimates that the total population able to receive ABC digital terrestrial 
transmission services is 98.6%. Venture Insights calculates that its terrestrial 
networks cover 8.3m people in regional Australia. National broadcasters have 
national licences and are not limited to the licence areas that constrain the 
commercial broadcasters, but ACMA data shows that the ABC has 391 
transmission sites located in regional licence areas, with about another 30 in 
metropolitan areas. 

After embarking on a major expansion of its terrestrial television coverage in the 
1990s, SBS terrestrial television covers around 97% of the Australian population, 
with 8.1m people in regional Australia. SBS supplies coverage from 315 
transmission sites located in regional licence areas. SBS Radio 1, 2, 3 and SBS 
Arabic 24, which provide all of SBS’ foreign language radio services, are also 
broadcast on digital television.  

Public funding for satellite service delivery 

In addition to the national broadcasters, the Federal Government also funds 
delivery of existing regional commercial and national television services through 
satellite. The ABC began remote satellite broadcast on Intelsat in the 1970s, and 
followed up in 1985 with the Homestead and Community Broadcast Satellite 
Service (HACBSS) educational and television service on the newly launched 
AUSSAT satellite. This was soon accompanied by the Remote Commercial 
Television Service (RCTS) to provide commercial television to 650,000 people 
living in remote areas. After acquiring the AUSSAT system in 1991, Optus 
upgraded the system to digital transmission. Changes were made to the 
configuration to provide two more radio services, The Parliamentary and News 
Network (PNN) and Triple J.  

In 2010, this service was replaced by the Viewer Access Satellite Television 
program (VAST), which now provides a range of national and regional services 
comparable to metropolitan services to viewers in the remote commercial TV 
licence areas, and to viewers in regional and remote TV licence areas who are 
unable to receive adequate reception of the local terrestrial TV services. The 
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service uses Optus C1 and Optus D3 satellites. The VAST satellite program has 
provided $127m over 2011-2020 to regional commercial and national 
broadcasters to deliver television services by satellite. The Department of 
Communication and the Arts estimated in 2018 that VAST serves approximately 
200,000 households in areas that cannot access reliable terrestrial FTA TV 
transmissions. At least another 30,000 mobile VAST receivers provide access to 
travellers (e.g., occupants of caravans and motorhomes). 

The commercial services are managed by joint venture companies formed from 
regional commercial television networks licensed to provide these services:  

• Eastern Australia Satellite Broadcasters Pty Ltd (EASB-Imparja and Southern 
Cross Austereo) covering South-Eastern Australia, North-Eastern Australia, 
Norfolk Island 

• WA Satco Pty Ltd (WA Satco-WIN and GWN7 (Prime)) covering Western 
Australia, Christmas Island and Cocos (Keeling) Islands Territories). 

By 2014, the service carried 17 commercial and national free-to-air television 
channels in all regions of Australia together with the Indigenous Community 
Television service. Local regional commercial news bulletins were provided via 
dedicated news channels or, in Western Australia, as part of the main service. 

Trends in regional commercial television broadcasting 

When considering the future of regional networks, it is important to recall that the 
regional television industry is not just a smaller version of its metropolitan 
counterpart. While both regional and metro networks are seeking to adapt to 
increasing direct and indirect competition from other streaming services, metros 
enjoy different cost structures (much lower transmission costs but higher program 
making costs) and are able to follow viewers into the online environment by 
offering BVOD services.  

These are important differences that amplify the trends that are converging in 
regional television broadcasting, and that presage a crisis for the regional 
industry. In summary, the regional television industry is caught in a three-pronged 
pincer movement: a high cost base driven by Government regulation, rising 
affiliate fees, and a decline in viewer minutes driven by online competition and 
exacerbated by their being locked out of the BVOD business. 
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Government regulation - equalisation 

Many of the underlying strains on regional commercial television broadcasting 
have their origins in the successive waves of equalisation in the 1980s/early 
1990s. The expansion of coverage areas put new financial pressures on regional 
broadcasters who had previously focussed on smaller markets. Even as early as 
the 1990s there were impacts on the viability of local television journalism which 
forced the Australian Broadcasting Authority to institute quotas for local news.  

These pressures were exacerbated during the digitalisation process, when the 
remaining, smaller markets were also “equalised” by requiring local television 
broadcasters to carry the full suite of metropolitan channels and multichannels. 
Though the Federal Government provided assistance with capital costs this 
imposed, this move locked these broadcasters into operating a much larger 
number of channels, permanently lifting their operational costs. They were left 
with little choice but to accept these terms when the Federal Government 
announced the VAST satellite TV service in 2011, providing the full suite of 
national and commercial television content and offering an alternative to local 
terrestrial broadcasters. 

The Federal Government pressure since the 1980s to equalise metropolitan and 
regional TV access, though laudable from an accessibility perspective, has 
imposed a higher cost base on the industry despite the lower economic potential 
of these markets. This stands in stark contrast to radio and newspapers, which are 
allowed to operate in regional areas at a level more closely reflecting this 
economic potential. 

Content costs 

Equalisation also weakened regional network bargaining power in negotiations 
with the metropolitan stations who provided most of the regional broadcasters’ 
content. Prior to equalisation, regional television broadcasters could choose 
between content offerings of different metropolitan networks, and cherry-pick the 
best content as there were fewer channels in regional areas than in metropolitan 
areas. Afterwards, each regional network was effectively forced to affiliate with a 
single metropolitan network, on terms increasingly dictated by the metropolitan 
networks. Even in one or two operator markets, these operators must now buy all 
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metropolitan content to carry, removing their capacity to walk away in content 
negotiations.  

Regional commercial television networks are now price takers for content, in 
contrast to the metropolitan networks who are the price setters and who have 
more control over their content costs. Content is therefore a large fixed cost for 
regional networks, and one that has risen significantly. Industry sources state that 
the typical share of revenue paid by regional television broadcasters in affiliate 
fees was around 20% in the 1990s, but that this share is now around 50%. This 
leaves the regional television industry with less room for manoeuvre on cost.  

This has also affected locally produced news and current affairs programming. 
The regional media has cut costs by shutting down news channels. For example, 
WIN in May 2021 ceased broadcasting local news in Victoria and Queensland. In 
their place, WIN has committed to producing three new state-based bulletins, 
according to media reports. This event is just another manifestation of a trend that 
began with the process of equalisation three decades ago. 

The differences in the cost and revenue structure of regional networks partially 
determine their challenges and also constrain their options to address them. In 
particular, a large fixed cost base leaves less room for manoeuvre as SVOD, 
AVOD and metropolitan BVOD services erode the revenue base.  

It is still possible to undertake savings on costs. For example SCA has transferred 
ownership of its remaining television transmission towers over the last three years, 
and moved to a leasing arrangement for its TV content playout technology, 
improving its efficiency. Even so, SCA must still bear the annual costs of 
maintaining these services. And while this kind of one-off restructuring shifts the 
company to a lower cost base, it cannot permanently address a steadily falling 
revenue base driven by a declining viewing trend.  

SVOD, AVOD and BVOD competition 

The television industry landscape has changed dramatically in the last decade. 
Rising competition from SVOD and AVOD (non-FTA advertising supported 
operators like YouTube) has significantly impacted per capita free-to-air television 
viewing. Per capita free-to-air television viewing (terrestrial and online BVOD) has 
fallen at around 4% CAGR over the last five years. Looking forward, we expect per 
capita FTA viewing minutes to continue to fall at around -5% CAGR to 2026. 
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However, the decline in advertising revenue will stabilise earlier due to the higher 
yields on digital advertising in BVOD services. 

Beyond the middle of the decade, we expect the decline in per capita free-to-air 
watching to decelerate as the growth of SVOD slows. But within the free-to-air 
television industry, the shift from terrestrial to BVOD viewing will continue. By the 
end of the decade, we expect around 50% of FTA viewing to be BVOD. This 
means that traditional terrestrial television viewing is falling faster than overall 
free-to-air viewing. 

Nationally, over the last five years, per capita viewing of total live and recorded 
terrestrial FTA has fallen from 150 minutes per day to 108 minutes per day in 
2021, a CAGR of -6% (note that this does not include FTA BVOD)5. Venture 
Insights forecasts that this decline will accelerate to around -9% in the next five 
years with continued, heightened competition from SVOD and AVOD entrants. 
The growing takeup of smart TVs and other IP devices, the rising availability and 
quality of fixed and mobile broadband, cohort effects as young online viewers 
both grow up and educate their parents and grandparents are also influencing 
the trend. Finally, the efforts of the metropolitan networks to promote BVOD to 
support their programmatic advertising strategies will also drive this decline.  

Figure 4. Australian per capita daily viewing (minutes) 

 

Source: Venture Insights analysis 

 

5 ThinkTV, Venture Insights analysis 
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On this view, traditional FTA terrestrial viewing minutes per capita will fall from 
108 minutes per day in 2021 to only 66 minutes by 2026, while BVOD viewing will 
rise from 8 minutes to 22 minutes over the same period. By then, BVOD will 
account for 25% of total FTA television viewing. 

These trends have flowed through into a decline in advertising revenues for the 
overall commercial television broadcasting industry. Total FTA television ad 
revenue peaked in 2014 at $4.1bn, but has since declined to $3.2bn in 2020.  

Amongst the regional television networks, audiences fell by around -6% CAGR 
between FY2015 and FY2019, while advertising revenue fell just over -4% CAGR 
(we exclude FY20 due to the impact of COVID-19). 

Figure 5. Regional TV advertising revenues, four aggregated (East Coast) markets (A$m) 
 Audience 

reach 

Aggregate 
decline 

Total Ad Rev  Aggregate 
Decline  

FY2015  1,436,950   688.4  -  

FY2016  1,355,322  -5.5%  646.3  -6.1%  

FY2017  1,262,751  -12.0%  622.3  -9.6%  

FY2018  1,184,648  -17.4%  599.7  -12.9%  

FY2019  1,087,558  - 24.2%  572.8  -16.8%  

FY2020  1,065,243  -25.8%  486.2  -29.4%  

Source: Media Reform Green Paper submission by Prime Media Group, Southern Cross Austereo, WIN 
Network, May 2021 

But the regional networks lack the rights to transmit BVOD services in their licence 
areas. The shift from traditional to online television distribution is slowly stranding 
regional TV broadcasters because these broadcast video on demand (BVOD) 
services are offered nationally by the metropolitan networks, drawing viewing 
minutes away from regional broadcasters who only deliver services terrestrially. 

To see how this might affect the regional television industry, recall that we already 
expect total FTA television viewing (including regional viewing) to fall by around 
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25% between 2021 and 2026 due to competition with SVOD and AVOD. As 
BVOD viewing grows, it will add significantly to the decline of regional audiences. 
We forecast that the rise of BVOD will impose an additional 18% decline in 
viewing on the regional networks as viewing minutes are transferred to 
metropolitan BOVD services. 

The data in Figure 5 shows that regional television advertising revenue declines 
around 1% per annum more slowly than the audience. If we make the rough 
assumption that this gap continues over the next five years , then we calculate that 
SVOD and AVOD competition will take away around 20% of 2021 revenue, or 
$97m of revenue, by 2026. An additional 13% of the regional television industry’s 
2020 advertising revenue, or $63m, will be flowing annually to the metropolitan 
networks by 2026. The total lost revenue is then $160m per annum by 2026. 

To put this in perspective, SCA’s television EBITDA margin for 2021 was 23%, and 
Prime Networks’ EBITDA margin for 2020 was 12% (WIN’s financials are not 
published). Assuming this 20% plus 13% drop in revenue over five years, and that 
no structural change occurs and no major cost-out efforts are made, we expect 
the regional television industry as a whole to move into an EBITDA negative 
position around 2024, and for its position to worsen thereafter.  

New transmission formats and technologies 

On the cost side, regional commercial television networks operate much larger 
transmission networks and operate around 17 times more sites than metropolitan 
networks. Most of this infrastructure is outsourced but is still a large fixed 
operational cost. Infrastructure therefore looms much larger as a commercial 
consideration for regional networks than for metropolitan networks. They are 
closer to telecommunications operators than metropolitan broadcasters in this 
respect.  

In particular, they are vulnerable to the capital costs of any upgrade of 
broadcasting technology, which they must ultimately fund. The terrestrial 
broadcast upgrades mooted by the Government in the Green Paper have been 
specifically designed to minimise cost by adopting only a coding standard 
upgrade from MPEG-2 to MPEG-4, and avoiding a full upgrade to DVB-T2.  

This would certainly limit the cost of an upgrade, but industry reaction to this 
proposal has been lukewarm. While there is a desire for a technology upgrade 
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path that would give television broadcasters optionality, many submissions 
argued the Government proposal to simultaneously reduce the television 
spectrum allocation would offset the advantages of MPEG-4, and limit future 
options for service upgrades e.g. more HD, or even 4K video transmission later in 
the decade as FTA broadcasters strive to keep up with online competition that will 
deploy 4K over time. In its submission, BAI Communications proposed an 
upgrade to DVB-T2 that would mitigate these issues, but this would increase the 
cost of the upgrade significantly (though it is too early to say by how much).  

The 4K issue is not yet pressing. On the demand side, the penetration of 4K TV 
sets is growing, and expected to grow further. Our December 2020 consumer 
television survey found that 24% of households reported a 4K or better screen. A 
total of 44% of households had clear plans to buy (or buy another) 4K or better 
set in the next 3 years. But the constraint is on the supply side; studio and post-
production upgrades to produce 4K content are expensive and will take years to 
roll out fully. But infrastructure upgrades also take time, so planning for any DVB-
T2 upgrade needs to start soon. 

Given the revenue trends in the regional television industry, an expensive 
upgrade is out of the question. The immediate issue is how the Government’s 
limited upgrade plan could be funded in regional areas where most of the 
infrastructure is located, even if we grant its incremental nature.  

Trends in the advertising market 

Regional commercial television networks operate in a more fragmented and 
localised advertising market. Unlike metropolitan commercial television 
advertising, which is dominated by national brands, typically over 50% of regional 
commercial television advertising is for regional or local businesses. This business 
is supported by a regionalised advertising sales force. It is plausible that this 
model accounts for the slightly slower decline of advertising revenues compared 
to viewing minutes, as a more fragmented advertising demand responds more 
slowly to audience declines.  

However, as metropolitan BVOD spreads in regional markets, it is bringing 
programmatic advertising that can be directly targeted to individual BVOD 
viewers. This gives the metropolitan networks a channel to attract local 
advertising dollars in regional markets. One of the major attractions of 
programmatic advertising for the metropolitan networks is precisely this capacity 
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to target the smaller-scale advertisers, and access advertising markets that have 
been dominated by digital platforms like Google and Facebook. It is unlikely that 
these global platforms are concerned about losing some revenue to metropolitan 
broadcasters, but regional broadcasters do not have the same deep pockets. 

Options for the regional commercial television industry 

This combination of trends – content dependence, declines in audience, new 
technology costs and rising competition for advertising dollars – is potentially fatal 
to regional television broadcasting. But if things can’t go on this way, then they 
won’t. Something will certainly change; the only question is whether it will be an 
unmanaged change involving unnecessary collateral damage to regional 
television shareholders and viewers, or a managed change designed to craft a 
new, viable industry settlement. 

Regional commercial television faces a structural problem, and all of the realistic 
solutions involve significant restructuring of the regional industry at the discretion 
of the Federal Government. The spectrum proposals laid out in the Government’s 
November 2020 Green Paper on media reform could help by eliminating 
broadcast spectrum taxes and releasing funds from spectrum sales for 
broadcasting industry support, particularly news production. But these are one-off 
interventions that lack the scale and decisiveness needed to fill the steadily 
declining regional revenue gap. Unless the Government is prepared to commit to 
ongoing (and growing) injections of funding to keep the regional industry afloat, 
the regional television market structure must change. 

Option 1: Do nothing 

To start with the unmanaged scenario, let us imagine that no action is taken to 
support the regional industry, and that it becomes consistently unprofitable 
around 2024. The initial result would the elimination of all local production and 
journalism, followed by growing difficulties in paying transmission and content 
costs.  

The most orderly sub-scenario would be the withdrawal of service in unprofitable 
and marginal markets, and the contraction of regional TV coverage to lower-cost 
and higher-density markets like Hobart, Canberra, the Gold Coast, Wollongong 
and Newcastle, and so on. This would have serious consequences for regional 
viewers. BVOD viewing of streamed commercial television would be available to 
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many outside these core markets, but not all. This would leave many regional 
audiences completely dependent on the national broadcasters, and severely 
undermine the Government’s objective of accessibility of television services. 

Another sub-scenario here is the closure or even collapse of one of the regional 
television broadcasters, with transmission for that operator  “going dark”. While 
this would improve the situation of the remaining two networks in a number of 
ways, the loss of one of the three main broadcasters would have political 
consequences that could not be ignored, and would likely precipitate a lengthy 
and undoubtedly costly process of industry reform. One possibility in this process 
might be a rationalisation of channels, with some multichannels eliminated to 
reduce industry costs. This would have the side benefit of freeing up some 
potentially valuable spectrum which could be returned to Government hands. 

Option 2: Subsidised status quo 

It is inconceivable that this “do nothing” outcome would be politically acceptable, 
as availability of commercial television services has been a policy objective of 
successive Governments for decades. Instead, it is likely that the Government 
would be compelled to provide the ongoing and growing funding needed to 
keep regional television going while it worked to find a structural solution, but it 
would be doing so from a position of weakness. Its most likely partners, the 
metropolitan networks, would have little reason to help, and should be expected 
to drive a hard bargain with the Government to take over responsibility for 
regional distribution. This bargain would almost certainly include ongoing 
funding.  

Instead, this scenario envisions an independent regional television industry 
increasingly dependent on Federal Government subsidies as its revenue base is 
eroded. The funding required would need to approach the advertising revenue 
losses we calculated earlier. By 2026, these would amount to $160m per annum, 
and this quantum could be expected to increase if revenues continued to fall. This 
would expose the Federal Government to an open-ended financial commitment 
that might ultimately be comparable to running another SBS. There is a real risk 
that this rising cost would put pressure on other parts of the Communications 
portfolio, including national broadcaster budgets. 
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Option 3: Shift to satellite delivery 

One alternative would be a major expansion of the VAST satellite television 
delivery program, but this would also impose significant establishment costs on 
households that the Government would inevitably be called upon to subsidise.  

The Department of Communications and the Arts’  review of the VAST service in 
20186 found that terminal equipment for satellite television cost around $400 (not 
including installation), and there are around 3.5 million households in regional 
Australia. In our earlier report on online delivery of television (cited above), we 
found that around 20% of households nationally are not able to switch to BVOD 
for lack of a broadband connection. In regional areas this translates to over 
700,000 households, and it would also be necessary to add most of the 90,000 or 
so who are reliant on NBN satellite, which offers no unlimited plans suitable for 
the regular streaming of FTA television.  

If we rule out the Government subsidising broadband access, then around 
800,000 of these 3.5 million households would require satellite television after 
withdrawal of terrestrial service, and the equipment cost would start at $320m 
assuming the Department’s estimate of $400 per household held up. Although 
volume purchasing might reduce this cost, it still does not include installation 
costs, which would vary greatly depending on location.  

In 2012, an Australian National Audit Office review of the digital TV Household 
Assistance Scheme (HAS) scheme7 found that the invoiced cost of digital 
television installations (installation plus equipment) ranged from $157 to $1590 
during the early rollouts. Since remote areas are already covered by VAST, the 
average cost of connecting the 800,000 households would be closer to the lower 
end of this scale, but the HAS scheme only installed fairly simple equipment like 
digital TV antennas, not satellite dishes or set-top boxes, which might push the 
cost up again. Based on these benchmarks, it seems reasonable to assume that 
the installation costs for VAST expansion in this scenario would be at least as big 
as the $320m equipment cost. 

Undoubtedly, the Government would be called upon to heavily subsidise these 
costs. The main advantage of this approach is that it would not lead to any 

 

6 Department of Communications and the Arts, Review of the Viewer Access Satellite Television 
(VAST) service—final report, December 2018. 
7 ANAO, Administration of the Digital Television Switchover Household Assistance Scheme, Audit 
Report No.55 2011–12. 
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ongoing costs, as the cost of the satellite signal itself is already covered by the 
VAST program. 

However, a satellite solution has one major disadvantage: the loss of local and 
locally relevant news, sport and advertising as viewers shifted to service that 
spanned states. It seems likely that a shift to satellite delivery would trigger a 
demand for next-generation satellite capability to support regional breakouts 
better customised to local expectations than the current VAST service, adding to 
the costs. 

For all these reasons, a managed transition to new structural arrangements is to 
be preferred. Several options have been canvassed for structural change, and 
each has advantages and disadvantages. More deeply these different options 
also correspond to different visions of the future for regional media. 

Option 3: Acquisition by metropolitan networks 

The acquisition of the regional networks by their metropolitan affiliate partners is 
an option under current cross-media ownership rules. The regulatory door to this 
change was opened up by the removal of the 75% audience reach rule in 2017.  

The most substantial attempt at such an acquisition was SevenWest’s offer for the 
Prime Network in 2019, which was blocked by the combined shareholdings of 
ACM and Bruce Gordon. Both shareholders have their own ambitions to 
consolidate with Prime, though these are not currently allowed under cross-media 
regulation (see below). 

The acquisition of regional affiliates by the metropolitan networks would 
internalise the current asymmetry between metropolitan networks (which have 
BVOD) and regional networks (which do not), resolving the underlying structural 
imbalance. This is its major advantage.  

However, it would also place regional news coverage under a cloud, as the 
merger entity would continue to look for savings in regional operations. The 
Government would certainly be required to continue subsidising regional news 
production to ensure a minimum level of regional coverage. But this at least 
would be a sustainable solution, if not a completely self-funding one, as it would 
fix the industry’s biggest internal structural issue. 
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But it must be asked what long-term incentives metropolitan networks have to 
acquire their regional partners. If regional revenues decline, the attractiveness of 
acquisition declines as well. We expect that metropolitan networks will be 
increasingly wary of acquiring regional affiliates without some guarantees from 
the Federal Government to cover costs in uneconomic areas. This might include a 
move to satellite delivery in some areas, as discussed above, which would be 
supported by a Government subsidy. 

Though it has its costs, this is the lowest risk option for the Government. It would 
preserve regional service delivery, at the cost of creating a new “universal service 
obligation”, funded by the Government (rather than by the industry as in 
telecommunications).  

Option 4: Merger of regional media 

The main alternative structural scenario to metro acquisition is a merger of 
regional commercial television licensees to create an integrated operational and 
editorial structure that could realise efficiencies in premises, broadcast 
infrastructure, and news gathering and production. This entity would transmit all 
of the current channels, but would still and gain some bargaining power in 
television affiliate negotiations.  

An alternative version of this approach widens the net to include regional print 
and radio as potential consolidation partners. This is the ambition of ACM. 

This scenario must clear significant regulatory hurdles. It would first require the 
relaxation of the one-TV-licence-to-a-market rule and the four-voice ownership 
limits in regional media markets, which would require legislation. Then it would 
also require authorisation from the ACCC under competition law.  

Of these hurdles, the legislative one is the most important. The regional television 
licensees themselves have lobbied specifically to remove the remaining cross-
media rules in regional markets because the current three-network structure in 
aggregated markets is no longer viable in the long or even medium term. Based 
on our analysis we agree, but the Government has not indicated any intention to 
change these rules so far. However, media diversity regulation is currently the 
subject of a Senate Communications and Environment Committee inquiry which is 
expected to report by November 2021. The Government response to this inquiry 
will determine whether this structural option becomes a live one. 
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If legislative change could be achieved, any merger proposal would also need 
authorisation from the ACCC, as it would inevitably mean a lessening of 
competition in regional advertising markets. It is impossible to predict the 
outcome of an ACCC inquiry without knowing the details of any proposed 
merger. Still, in recent comments, the ACCC has not ruled out an authorisation. In 
remarks quoted in the Sydney Morning Herald on 5 July this year, the ACCC Chair 
said that “on the surface, there’s a problem from the competition regulator’s point 
of view. On the other hand they have the merger authorisation process… I expect 
they’d argue two sets of benefits. They’d argue they’d be more local with all the 
benefits that flow from that, and secondly I suspect they’d argue they would have 
better programming. If it’s just one of them they’d be able to do better deals with 
the three city players and pick the eyes out of the programming.” 

These remarks address an important effect of the merger of two or three regional 
television broadcasters: it would shift the balance of power in affiliate 
negotiations towards the regional industry. Apart from reducing the cost of 
affiliate content, a merged entity might also be large enough to conduct its own 
negotiations e.g. with Australian sporting codes. 

But a merger of regional licensees would only mean a step change improvement 
in the cost base of regional television delivery. A one-off improvement in cost 
base, however large, cannot arrest the ongoing erosion of regional terrestrial 
viewing by metropolitan BVOD.  

However, there is a long-term scenario in which the merger option could deliver  
a more durable solution. The key issue is what will happen to terrestrial television 
viewing in the second half of this decade. It is not impossible that regional 
terrestrial viewing will stabilise in the future. 

To be successful, a merger would need to extend the viability of the regional 
industry until revenue decline stabilised. As discussed above, we expect revenues 
to fall around 33% between 2021 and 2026, so savings of this magnitude would 
need to be found (at a minimum). Achieving savings on this scale would probably 
require the merged entity to cut costs in multiple ways, including significant 
rationalisation of facilities and the sales force, pushing back against the 
metropolitan networks on affiliate fees, and perhaps moving to satellite delivery in 
some uneconomic areas with Government assistance. None of this is 
unachievable. 
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The introduction of cross-media mergers into the mix would reduce the 
improvement on the regional networks’ bargaining power but increase the scope 
for revenue-generating synergies like cross-promotion. This approach would also 
face less scrutiny from the ACCC. But this sub-scenario generates similar 
advantages and disadvantages as the three network merger option. 

In summary, the success of this model requires regulatory change, tough cost 
control, and some luck in the way the industry develops. But even if the luck did 
not materialise, it might extend the viability of the regional television industry by 
half a decade -  a lifetime in policy terms. 

Option 5: Hybrid solution 

A third option is some hybrid of the above, for example a merger of two regional 
networks (and/or potentially other media groups) and the acquisition of one by a 
metropolitan network. This would  mix and mitigate the advantages and 
disadvantages of the previous options. Competition would still be reduced in 
regional advertising markets but to a lesser extent. Costs would still be reduced, 
but to a lesser extent. But the BVOD asymmetry would be removed, at least for 
one network. 

The policy benefits and costs of these options are summarised at Figure 6 below. 
The only question is which option will be chosen, even if that option is simply a 
subsidised status quo. 

Conclusion: the role of the Federal Government 

All of these options have advantages but they also carry costs and risks.  It is 
striking how much of this risk ultimately falls on the Federal Government. This is 
because it is the Government ‘s own broadcasting policy objectives are at risk in 
regional Australia, and it is the Government that is responsible for their 
achievement. The Federal Government is therefore the last resort if the market 
should fail to deliver these outcomes. Given the declining revenue base of the 
regional television industry, this exposes the Government to considerable risk if it 
fails to achieve structural change that puts the industry on a viable (or at least 
more viable) footing.  
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Figure 6. Summary of policy benefits and cost of regional television options 
 Do Nothing Subsidised 

status quo 
Metropolitan 
acquisition  

Merger   

Availability Potential loss of 
service in 
uneconomic 
areas or by 
individual 
networks 

Maintain current 
services 

Maintain current 
services 

Maintain current 
services  

Efficiency, 
competition 
and 
responsiveness 

Potential loss of 
competitors, 
either locally or 
nationally  

High industry 
dependence on 
subsidy for 
uneconomic 
operation  

Maintain current 
level of 
competition. 
Lower  industry 
dependence on 
subsidy for 
uneconomic 
operation 

Reduced 
competition, 
improved 
efficiency 
through 
synergies. Lower 
industry 
dependence on 
subsidy for 
uneconomic 
operation 

Diversity of 
both control 
and content 

Potential loss of 
voices and/or 
channels 

Maintain current 
number of voices 
and channels 

Maintain current 
number of voices 
and channels  

Reduction in 
number of 
voices, 
maintenance of 
content channels  

Australian 
content and 
content of local 
significance  

Reduction or 
elimination of 
local 
programming to 
cut costs  

Maintenance of 
local 
programming 
through 
regulation and 
subsidy  

Maintenance of 
local 
programming 
through 
regulation and 
subsidy 

Maintenance of 
local 
programming 
through 
regulation and 
subsidy 

 Source: Venture Insights analysis 

The traditional method of supporting regional television broadcasters, developed 
during the digitalisation process, was to offer rebates on licence fees. But since 
the 2017 reforms, spectrum licence fees have become a relatively marginal factor. 
Even if these fees were rebated in perpetuity to regional television networks, the 
$6.4m annual saving would have little impact. Spectrum is no longer a structural 
lever.  
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It is therefore difficult to envision a scenario in which the Federal Government is 
not required to direct some kind of additional and substantial subsidy to regional 
broadcasting. In some respects this is a self-inflicted requirement, as it is the 
Government’s long-term insistence that regional viewers get every channel 
available to metropolitan viewers that has exacerbated the structural problems of 
the regional industry.  

In conclusion, the regional television industry poses a significant policy problem, 
but it is not a particularly ‘wicked’ problem, only a hard (and expensive) one. The 
issues are clear, and the potential responses are also clear.  
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About Venture Insights 
Venture Insights is an independent company providing research services to 
companies across the media, telco and tech sectors in Australia, NZ and Europe, 
with a special focus on new disruptive technologies.  
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