he radio industry has

experienced a steady re-

covery in profits since
the negative result in 1990-91
and its share of the total service
revenue from radio and televi-
sion combined has remained
stable over the past decade.
These are some of the findings
of the ABA’s report, The Com-
mercial Radio Industry 197879
1o 2001-02.

‘The study provides a picture
of the financial performance of
commercial radio over a period
when the competitive environ-
ment and regulatory regime
changed substantially,’ said Pro-
fessor Flint. ‘An examination of
the financial data collected by
the ABA and its predecessor
over a 20-year period enables a
better understanding of the in-
terplay between industry struc-
ture and profitability and the
regulatory environment. We
hope that the study stimulates
discussion of the issues raised
in the report.’

In addition to examining the
profitability of the commercial
radio industry, the study also
examines the performance of
FM and AM services, compares
the performance of commer-

cial radio services in metropoli-
tan markets with those in re-
gional areas, and considers the
relationship between the com-
mercial radio and commercial
television industries.

Some major findings

e Since 1978-79, commercial
radio service revenue has
risen by an average of 8.05
per cent per annum, com-
pared with an average of 9.48
per cent per annum for tel-
evision. In the metropolitan
markets, the revenue trends
for both were similar to the
total market; in re-
gional markets, tel-
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A new ABA study, The Commercial Radio Industry 1978-
79 to 20071-02, examines the profitability of the
commercial radio industry, the performance of FM and
AM services, compares the performance of commercial
radio services in metropolitan markets with those in
regional areas, and considers the relationship between
the commercial radio and commercial television

industries.

e The radio industry’s share of
the total broadcasting rev-
enue (radio and television
combined) has remained sta-
ble at around 18 per cent in
the ten years to 2002.

Since 1947 the Australian
population has increased by
an average of 1.8 per cent
annually. Over the same pe-
riod, the number of radio
stations has increased by an
average of 1.7 per cent annu-
ally. Most of the increase in
the number of stations has
been in the last decade.

e The number of FM stations

increased by 32.1 per cent
between 1997-98 and 2001-
02. The number of AM sta-
tions increased by only by
1.9 per cent over the same
period.

The radio industry has expe-
rienced a steady recovery in
profits since the negative re-
sultin the 1990-91 year. Over-
all, the radio industry’s
financial performance from
1997-98 to 2001-02 is char-
acterised by its consistent
profitability. Over this five-
year period, profit before in-
terest and taxation (PBIT) and
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Figure 1: Index of radio and television service revenue and GDP,
1978-79 t0 2001-02 (base 1978-79: 100)
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profit before taxation (PBT)

increased by 8.3 and 16.2 per

cent respectively.

Data from 1997-98 to 2001-

02 shows that the commer-

cial FM band clearly exceeded

the profit performance of its

AM competitor.

¢ The division of metropolitan
advertising revenue across the
FM/AM bands is around
70/30, with FM accounting
for 73 per cent of advertising
revenue in 2001-02.

The report

The Commercial Radio Indus-
try 1978-79 to 2001-02 is the
second edition of this ABA pub-
lication. Its purpose is to un-
derstand the general economic
and financial trends that have
influenced the radio industry
from 1978-79 to 2001-02. The
second edition updates the ear-
lier analysis presented in The
Commercial Radio Industry:
1978-791t0 1997-98, which the
ABA released in November
2000.

The Commercial Radio Indus-
try 1978-79 to 2001-02 incor-
porates the latest ABA data from
Broadcasting Financial Results
2001-02.

Some care should be taken in
interpreting the data, which is
derived from the Broadcasting
Financial Results collection dat-
ing back to 1978-79. While the
ABA provides guidance to li-
censees on how to complete
the forms, it does not verify the
information reported by indi-
vidual licensees, nor does it
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Figure 3: Profitability of commercial radio stations, 1987-88 to 2001-02

stipulate accounting standards
to licensees. For these reasons,
there may be differences in
accounting practices between
licensees in any one year and
differences in accounting prac-
tices by a licensee from year to
year. Also, it is possible that
different companies treat costs

DECEMBER 2003 / JANUARY 2004

and profits differently across
their licensees.

Additional information has
also been obtained from vari-
ous other sources, including
the Australian Bureau of Statis-
tics, the Reserve Bank of Aus-
tralia and the Commercial
Economic Advisory Service of

Australia. In all cases when com-
parisons are made over time,
they encompass the longest
period for which comparable
data are available. Such com-
parisons have not been arbi-
trarily selected to emphasise,
or to obscure changes over time.

The report is available on the ABA's web site:

www.aba.gov.au/radio/research/projects/

o
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