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Territory update – South Africa

Anomalies and opportunities

By Howard Thomas

(Howard Thomas has worked in the South African entertainment industry for 35 years.  He is how a strategist and consultant to many innovative projects in radio, television, film financing and events.)
A recent report highlighted the extent to which telecoms and broadcasting are de-regulating all over Africa.  South Africa’s deregulation is something like Richard Wagner’s definition of opera – harnessing a carriage to a horse and a tortoise at the same time.  It’s a complex market, not insignificant in global terms, and understanding it is best done by looking at three aspects: the audience, the broadcasters and the producers.

Audience

The latest census is late coming out, but let’s guess the population will come out at 44-million.  The South African Advertising Research Foundation (SAARF) doesn’t use the commonly applied A, B, C etc. income groups. Rather it divides the population into ten Living Standards Measurements (LSMs)  These are more a measure of what people buy and how they live, although it is closely related to what they earn.  This takes into account South Africa’s past where wealthy acquisition was skewed by apartheid.

This is where the fun starts.  If you look at the lower three LSM’s you can see that 38.5% of the population has 3% of the buying power.  If you look at the top three LSM’s you see that 16.4% of the population has 64% of the buying power.  Moreover, most of those are Whites, who account for only 11% of the total population.  This exists even eight years after democracy came to the country.  Looking closer, the top three LSM’s have 31% of the TV sets, whereas the lower three LSM’s have only 15% of the sets.

These figures have to be extrapolated as SAARF counts TV sets through interviewers who sample.  It’s a no-brainer that if a householder owns an unlicensed (or even stolen) TV set, that the answer will be “no”.  So, common practice has it that the 17.5-million TV viewers established by SAARF are always adjusted upwards by about 20% to get the real number of viewers, which than ends up at some 21-million.  That’s still under half the population.

Table 1:

	LSM
	% pop
	Monthly Income (Rands)
	Monthly Income (USD)
	% inc
	% with TV
	No. of viewers
	No. TV sets
	% buying power

	1
	10.2
	804
	94.5
	2.4
	10
	448,800
	195,130
	0.3

	2
	14.3
	962
	113
	4.0
	17
	1,069,640
	465,061
	0.9

	3
	14
	1,188
	139.8
	4.8
	28
	1,724,800
	749,913
	1.8

	4
	13.6
	1,570
	184.7
	6.2
	45
	2,692,800
	1,170,783
	3.6

	5
	12.5
	2,230
	262.4
	8.0
	60
	3,300,000
	1,434,783
	6.3

	6
	12.6
	3,619
	425.8
	13.2
	70
	3,880,800
	1,687,304
	12.1

	7
	6.4
	5,675
	667.6
	10.5
	80
	2,252,800
	979,478
	11.0

	8
	5.8
	7,587
	892.6
	12.7
	90
	2,296,800
	998,609
	15.0

	9
	5.6
	10,245
	1205.3
	16.6
	98
	2,414,720
	1,049,878
	21.2

	10
	5
	15,076
	1773.6
	21.8
	98
	2,156,000
	937,391
	27.9

	
	100
	
	
	100.0
	
	22,237,160
	9,668,330
	100.0


Advertisers and media

So what are they worth?  It’s not inconsiderable.  The historic adspend has shown healthy growth over the years.

Table 2

	Advertising expenditure data (Rand million, current prices)

	
	1991
	1992 
	1993
	1994 
	1995 
	1996 
	1997
	1998
	1999
	2000

	Magazines 
	474 
	518
	 533
	 603
	 699 
	818 
	966 
	1,107 
	1,196 
	1,303

	Newspapers 
	751 
	895
	963
	1,121
	1,299 
	1,520 
	1,794 
	2,055 
	2,221
	2,419

	TV 
	858 
	1,030 
	1,221 
	1,549 
	1,808 
	1,938 
	2,398
	2,936 
	3,311 
	3,572

	Radio 
	262 
	351 
	426 
	524 
	574 
	658 
	726
	 794 
	926 
	1,225

	Cinema 
	29 
	31 
	30 
	33 
	34 
	47 
	70 
	77 
	66 
	70

	Outdoor/Transport 
	66
	 85 
	129 
	128 
	145
	 149 
	195 
	211 
	251 
	327

	Total 
	2,440 
	2,910 
	3,302 
	3,958 
	4,559 
	5,130 
	6,149 
	7,180 
	7,971 
	8,916

	Source: 1991-99 Adindex/Nielsen, 2000 Zenith Media Includes agency commission (16.5%), excludes production costs, excludes classified advertising, after discounts (major advertisers only; others before discounts)


Estimates place the 2002 total at R10,5-bn.  From the television side, however, there has been an ongoing fiddle over the years by the broadcasters to try and boost their own figures against the competition, and they have included what is called “self-promotion”  this is where they buy advertising time from themselves to promote their own products and programmes.  The figures are a little different when “self promotion” is factored out.  The latest data from the Financial Mail shows the most reliable estimates to be R8.47-bn for 2001.

Table 3

	ADSPEND Rbn- excluding self-promotion

	
	2001
	2000
	% change

	Print
	3,691.2
	3,581.2
	3.1

	TV
	3,028.3
	2,971.9
	1.9

	Radio
	1,178.4
	1,217.0
	-3.2

	Outdoor
	381.8
	326.9
	16.8

	Cinema
	62.0
	69.7
	-11.0

	Internet
	52.8
	15.5
	240.6

	Knock & Drop
	73.8
	55.6
	32.7

	Total
	8,468.1
	8,237.9
	2.8


Source: ADEX in the Financial Mail

Broadcasters

This begins to explain where the broadcasters are at.  Even the South African Broadcasting Corporation (SABC), the so-called “public broadcaster” is almost entirely dependent on advertising revenue, so South Africa has the SABC’s three channels, pay-TV operator M-Net’s channels and commercial free-to-air newcomer e.tv, all scrambling for the pie.

The status quo was well established before e.tv came on the scene three years ago.  The SABC held sway, and M-Net had its niche in the pay-TV market (now throughout Africa).

E.tv came in 20% owned by Warner and with access to the prime Warner product.  Although it was pitched to the lower LSMs, by default it bit into the prestige market of SABC3.  At the same time, government planned to “corporatise” the SABC.  This “up-in-the-air” scheme envisaged that SABC3 would be totally commercial and that its profits would subsidise the public broadcasting channels SABC1 and SABC2.  Years down the line, nothing has happened.

The reasons are obvious when you see how e.tv has eaten into the market of the “cash cow” SABC3.  Latest SAARF data shows that e.tv has 18.9% audience share, and SABC3 only 8.7%.  This hardly gives the state-owned (and highly bureaucratic) SABC the incentive to enter the nasty commercial rat race.
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There is talk of another pay-TV licence being granted by the regulator, but that hardly seems likely while global media is still in a slump and the consequences of the Middle East conflict remain uncertain.

Even so, the broadcasters are good customers for global product.  Local content regulations still allow over 50% foreign product, and the dollars spent on programming can be inferred from assuming that about 12,000 hours are purchased a year.  According to Variety, the rates paid by South Africa are:

Table 4

	SOUTH AFRICA

	Feature films
	up to $20,000

	TV movies
	$15,000

	Dramas
	$6,000

	Sitcoms
	$5,000

	Docs
	$2,500

	Children’s
	$2,500

	Music/arts
	$4,000


Source: Variety

What do they sell?  Precious little.  The SABC has managed to make a few insignificant sales into Africa.  Admittedly, they face a culture barrier, in that culturally South Africa’s local television product is closer to that of the USA than even to that of Europe, a fact that antagonises a lot of African broadcasters.  However, the SABC’s hit soap Generations has sold into Ethiopia, Ghana, Kenya, Mauritius, Malawi, Nigeria, Namibia, Zambia and Zimbabwe.  This is part of the inventory of about 1000 programmes sold into Africa.

Further than that, the SABC says, “SABC’s International Sales has sold programmes to five key countries namely, Germany, Spain, Canada, US, Australia and New Zealand.  These are the countries that pay at least more than US $500 for half an hour programme. In Africa, their experiences are such that the maximum they can pay is US $250-300 per hour programme. 

“The International Sales Department has sold a 30 minutes programme to Studio Hamburg in Germany for US $30 000.”

One of South Africa’s most acclaimed programmes “Yizo Yizo” a graphic drama series about passion and violence among school children has not sold into Africa, despite getting reach into Australia and New Zealand.

Producers and production

Why is this?  Why is it that a country that offers all the fascination, colour, exotic stories and wealth of cultural diversity as South Africa has such a pitiful track record for local production?  Last year, the country made two films.

Just about everyone is to blame: the broadcasters, the producers and the advertisers.

Television was a latecomer to South Africa – it arrived in 1976 in face of much opposition from the Calvinist extremes of the apartheid government.  When it came it took six years before a pay-TV operator was licensed (M-Net), and that targeted only the upper-income groups which still kept the broadcasting control to the SABC.  The SABC was highly committed to its culturally specific local content, but to keep even more control, it commissioned all local programming maintaining production control, financial control, copyright control and ultimately total control.

However, an interesting thing happened.  Despite the world’s revulsion to the apartheid government and sanctions, the USA openly supplied programming and even the BBC allowed “rules to bend”.  The SABC, despite the enormous cost, managed about 50% local content, but this content sat side-by-side on the same channel as some of the best programming in the world.  Furthermore, until 1990, this programming served mostly the minority whites so no other cultural imperatives were allowed to emerge.

The result was local programming that emulated, by default, the American and European styles.  On top of it, commissioning is a nice and comfortable way for independent producers to earn a living.  They have no deals to make, no financial negotiations to endure and no need to do anything except nurture indulgence and ways of inflating invoices.

To make matters worse, by 1990, the SABC had had all its government financial support withdrawn and was solely dependent on advertising revenue.  (The miniscule television license in South Africa only achieves about a 45% collection).  No broadcaster can in all conscience claim to broadcast programmes without influence from advertisers, which means that the SABC’s “public service” content is largely influenced by the advertisers.

From 1994, the SABC made a noisy and unsuccessful effort to transform to a “public broadcaster in a true democracy”.  Despite loud protests that “South Africa has stories and unique product that could surpass that of Australia and India”, these are just words in a commercial climate where marketers want eyeballs on the screen, producers want an easy existence, and factions within the broadcaster resist change at all costs.

Nevertheless, this local content is enormously popular.  A local soap costs about $590 a minute to produce compared to the purchase of foreign material at about one tenth of the cost.  This makes a big dent on the costs for the broadcaster, but the returns in “eyeballs on the screen” are large.

The official ratings figures from SAARF for just one week will show the impact on the schedule.  The top ten programmes are almost always local.

Table 5

	Week 05: Mon 27/01/2003 - Sun 02/02/2003 

	SABC 1
	AR
	SABC 2
	AR

	GENERATIONS (Tue) 
	18.6 
	7DE LAAN (Wed) 
	9.6 

	GENERATIONS (Thu) 
	17.3 
	7DE LAAN (Tue) 
	9.3 

	GENERATIONS (Wed) 
	17 
	PRETTY WOMAN (Sat) 
	9.3 

	YIZO-YIZO (Thu) 
	17 
	NUUS (Thu) 
	9.3 

	GENERATIONS (Mon) 
	16.9 
	NUUS (Wed) 
	9.1 

	THE BOLD AND THE BEAUTIFUL (Thu) 
	15.9 
	7DE LAAN (Mon) 
	9 

	EMZINI WEZINSIZWA (Mon) 
	15.8 
	7DE LAAN (Thu) 
	8.9 

	THE BOLD AND THE BEAUTIFUL (Tue) 
	15.7 
	NUUS (Mon) 
	8.7 

	GENERATIONS (Fri) 
	15.5 
	NUUS (Tue) 
	8.5 

	THE BOLD AND THE BEAUTIFUL (Wed) 
	15 
	NUUS (Sat) 
	8 

	SABC 3
	AR
	ETV
	AR

	ISIDINGO:THE NEED (Tue) 
	7.7 
	INTERNATIONAL SMACKDOWN (Wed) 
	11.3 

	LAW AND ORDER (Tue) 
	7.4 
	PULP FICTION (Sun) 
	10.8 

	ISIDINGO:THE NEED (Thu) 
	6.9 
	THE PATRIOT (Sat) 
	9.9 

	CHARMED (Mon) 
	6.7 
	SEVEN DAYS (Fri) 
	9.2 

	SPECIAL ASSIGNMENT (Tue) 
	6.5 
	WWE VELOCITY (Sat) 
	7.9 

	SURVIVOR:THAILAND (Tue) 
	6.3 
	SPAWN (Fri) 
	7.8 

	ISIDINGO:THE NEED (Wed) 
	6.2 
	SCANDAL (Sat) 
	7.7 

	ISIDINGO:THE NEED (Mon) 
	6.2 
	GI JANE (Thu) 
	7.6 

	STALKING THE BIG CROCS (Sun) 
	5.9 
	NEWS UPDATE (Fri) 
	7.4 

	AFTERSHOCK:EARTHQUAKE IN NEW YORK (Fri) 
	5.8 
	INTERNATIONAL RAW (Sun) 
	7.3 

	MNET
	AR
	 

	EGOLI-PLACE OF GOLD (Tue) 
	4.4 
	

	EGOLI-PLACE OF GOLD (Wed) 
	4.3 
	

	EGOLI-PLACE OF GOLD (Mon) 
	4.1 
	

	EGOLI-PLACE OF GOLD (Fri) 
	3.8 
	

	EGOLI-PLACE OF GOLD (Thu) 
	3.6 
	

	ALONG CAME A SPIDER (Sun) 
	3.6 
	

	CARTE BLANCE LETHAL INJECTION (Sun) 
	2.7 
	

	PHILLY (Sun) 
	2.3 
	

	NIKKI (Fri) 
	2.2 
	

	GROUNDED FOR LIFE (Tue) 
	2.1 
	


Source: SAARF.  

(Local programmes are highlighted in red.)

It’s just that for the broadcaster, the sums don’t add up.  At prime time, the rate card could read $4,700 per 30” slot.  That gives a gross income per hour of $75,000.  After discounts and cost of sales, this could be as low as $45,000.  A foreign drama will cost $6,000.  A local one-hour drama will cost $80,000.  These figures assume a sell out of the slots which last year was rare.  The broadcasters therefore, to satisfy the public demand for expensive local product, have to make the most of the low-cost imported product, and cross-subsidise the slots in the schedule.

It’s a nightmarish juggling act.

This is illustrated even further by the intense interest that foreign companies have taken in the local industry.  British Peakviewing moved into South Africa to capitalize on the low costs of production and the unique locations.  Netherlands-based Endemol opened an office in the late 1990’s and has made an impact on the market selling its formats to all the broadcasters.  British Pearson has done the same, but apart from the financial gains, these moves have only succeeded in entrenching the Euro-centric styles on the South African audiences.

Not all the producers are lethargic and complacent.  Excellent material has come out of South Africa.  Apart from the wealth of wildlife content, South African producers sell well directly to Channel 4, BBC, TF1, Discovery and National Geographic.  But they do so on their own.  These are a core of hard-nosed and determined producers who have stylistic integrity and whose efforts are recognised internationally.  But add up the total number of hours per annum, and you are still in the two digit area.

Data is hard to come by. There is no really effective producers association.  The government sponsored National Film and Video Foundation is a funder of last resort.  The large players stick together and try, in true South African tradition “to make the very best of very little.”  There are massive fortunes to be made facilitating foreign films and commercials.  Producing in South Africa offers in the main a 35% discount even after air fares, accommodation and per diems.  South African directors and crew have a fine hard-earned global reputation for hard work and excellence.

Last season (the Cape Town rainless summer is Europe’s winter), there were so many film crews on the streets, they muscled out the tourists.  The total revenue to South Africa (before the multiplier) was in excess of $50-million.

At the moment, no one has the answers to the television broadcast climate in South Africa.  The opportunities are there, no one is quite sure where.  Perhaps it needs an aggressive body with international expertise to come in and clean up while transferring skills.  Perhaps it has to be left to sort itself out.  “The answer my friend, is blowing in the wind.”
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