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TV International

Country Profile:  South Africa

South Africa was the last industrialised country in the world to get television.  The then apartheid regime realised that to keep unpopular policies in place, they needed the power of television, and a service was introduced in 1976 despite objections from the Calvinist far-right who saw the medium as evil.

The task was given to the South African Broadcasting Corporation, a state-owned public broadcaster that operated a number of radio services to the black and the white population.

Despite sanctions, the SABC managed to purchase the very latest PAL system and institute a single channel of five hours a night, directed only to the white audiences.  It also managed to get the open co-operation of the British and the German broadcasters in setting up the service, which quickly became the most advanced service on the continent.

Later on a service for the blacks was rolled out and at the same time, the SABC became commercial.  This was the start of its path into becoming a hybrid public service and commercial broadcaster.

Democracy came to South Africa in 1994, and the SABC was charged with transforming to make the services representative of the demographics, and the social structure, of the country.  It is still, six years later, trying to achieve this.  The process has been beset with problems of corruption; culture change and political dynamics that have made certain executives perceive the public broadcaster in the light of the state broadcaster it used to be.

It has just undergone an intense investigation by various independent consultants to determine its future.  The government, the sole shareholder, has insisted that it split into a PBS and a commercial broadcaster so that the profits from the commercial wing subsidise the public service wing.  Part of the mandate of the consultants has been to determine the course and mechanics of this split.

However it happens, it is going to create enormous opportunities, as the restructuring will enable the new management to divest itself of much of the surplus staff it still carries, and along with that, the remaining baggage from the past.

SABC

The SABC currently operates three 24-hour television channels.  Their footprints are different (SABC coverage1.gif), as is their branding.  SABC1 is a black youth channel, SABC2 is a multilingual public service channel (inasmuch as it broadcasts in a number of languages) and SABC3 is an up-market channel aimed at the older and the wealthier.  Their audience profiles can be seen in the chart (SABC audiences.gif).

The income of the SABC is mainly from advertising, but also from a statutory licence it is entitled to levy.  This has about a 50% default rate on it, so the SABC spends a lot in programming trying to encourage audiences to pay their licences.

The SABC’s revenue is as follows:

	
	TV
	Radio
	Licences
	Total

	
	1999
	1998
	1999
	1998
	1999
	1998
	1999
	1998

	Revenue ($m)
	215.8
	165.2
	54.8
	56.6
	42.6
	41.2
	313.2
	263.1

	Costs ($m)
	223.8
	185.8
	65.2
	57.8
	15.8
	9.7
	304.9
	253.4

	Total ($m)
	(8)
	(20.6)
	(10.4)
	(1.2)
	26.8
	31.5
	8.3
	9.7


There are 5.546-million households with television, representing an audience of some 14.5-million.  The total income from licences that the SABC should get is $175-million, so that is just one area where it has enormous scope for improvement.  It is also agreed that it does not leverage income from advertising, sponsorship or merchandising to its fullest.  Cost cutting is also an area for improvement, as it is already 50% over-staffed.

M-Net

Electronic Media Network Limited, better known as M-Net, was founded in 1985 and is South Africa's first, and only, private subscription television service. M-Net went on air for the first time in October 1986 and today has more than 1.1 million subscribers across the African continent. 

On August 1st 1990 M-Net was listed as a public company on the Johannesburg Stock Exchange and it presently has over 19 000 shareholders. In September 1995 the Phuthuma Share Scheme was launched, whereby M-Net shares worth R70 million were successfully offered to previously disadvantaged South Africans. 

The press groups, Omni Media Holdings, Nasionale Pers, Times Media Limited, Perskor and the Natal Witness, agreed to reduce their stake in M-Net to make these shares available. 

M-Net's sister company within the MIH Group and 20% shareholder, MultiChoice, is responsible for M-Net's subscriber management services. These include customer care, billing, the expansion of infrastructure into Africa, as well as the ongoing development, installation and maintenance of decoders. MultiChoice was listed as a separate company on the Johannesburg Stock Exchange on 26 May 1995. M-Net's programming concentrates mainly on movies and sport (SuperSport is now a separate business unit and operates as a separate entity). Series, mini-series, children's programmes (K-TV) and general infotainment programmes are also on offer. 

M-Net has two-hour Open Time-window broadcasts programmes from 17:00 to 19:00 daily in an unencoded form. One of the highlights of Open Time is the locally produced daily teleserial Egoli - Place of Gold, of which well over one thousand episodes have now been screened. In addition to the main service, M-Net broadcasts Community Services Network (CSN) on its standby transmitters. CSN includes EastNet (for the Asian community), Canal Portuguesa (for the Portuguese community), Shalom TV (for the Jewish community), as well as Christian Network and Rhema TV (for the Christian community).  Surplus sport is also shown on this service. 

In October 1995 M-Net launched four channels on Digital Satellite TV (DStv), the MultiChoice bouquet of satellite channels. These consist of M-Net (as currently broadcast on the terrestrial service), the Movie Magic Channel  (a 24-hour movie channel), SuperSport (a 24-hour sports channel) and K-TV (12 hours of children's programming from 07:00 to 19:00 daily). In September 1996 SuperSport2 was launched, broadcasting an additional 12 hours a day or sport over weekends and, in December 1996, SuperSport Gold was launched offering rebroadcasts of magic sports events of the past from 19:00 to 23:00 on weekdays. 

Today, mainly by rebroadcast, but also by satellite transmission, M-Net's programmes are enjoyed by subscribers in a total of 42 countries on the African continent. M-Net is also available on the bouquet in Greece, the United Arab Emirates, Thailand and Hong Kong. 
During the year M-Net and SuperSport completed the successful dual listing of their linked-unit shares on the Nigerian Stock Exchange. This initiative was a first for a South African company and will add further impetus to the drive to grow the subscriber base on the African continent. 

	M-NET
	2000
	1999

	Revenue
	155.2
	128.9

	Costs
	136.6
	112.8

	Operating profit
	18.6
	16.1


Regulation

Until 1995, the regulation of the airwaves was in the hands of the government through the post office and telephone departments.  In 1995, The Independent Broadcasting Authority (IBA) was formed as a government agency to regulate the broadcasting environment.  In its time, it has licensed some 85 community radio stations, 25 commercial radio stations and one television station.

It is about to be merged with the South African Telecommunications Regulatory Authority (SATRA), which was supposedly confined to telecommunications, but convergence has blurred these areas to the degree to which only one body is necessary.  They will be replaced by the Independent Communications Authority of South Africa (ICASA).

DStv

Multichoice, together with M-Net part of the MIH group (which includes also Mindport, Irdeto, OpenTV and M-Web, started transmitting DStv in October 1995, the second digital station in the world, and by only a matter of weeks.  With originally 23 channels, most of which were backhauled from Europe and America, the bouquet is now up to nearly 40 channels and as many music and radio channels.

It has just topped 500 000 subscribers throughout Africa.  In South Africa it broadcast on Ku-band with a footprint reaching from Cape Town in South Africa to Harare in Zimbabwe.  In the rest of Africa, it broadcasts on C-band.  With the SABC as the provider, DStv carries the only 24-hour news channel with new on Africa by Africa.

DStv channels

	Category
	Channel  
	Local or foreign

	General entertainment
	
	

	
	M-Net Channel
	Local  

	
	The Series Channel
	Local compilation

	
	Sci-Fi 
	Foreign

	
	Africa 2 Africa
	Local

	
	BBC Prime
	Foreign

	
	kykNET 
	Local

	Movies
	
	

	
	The Movie Magic Channel
	Local compilation

	
	Hallmark Entertainment Network
	Foreign

	
	TCM Classic Movies
	Foreign

	
	The Movie Magic Channel 2 
	Local compilation

	Sport
	
	

	
	SuperSport Channel
	Local

	
	SuperSport Two
	Local

	
	ESPN
	Foreign

	
	SuperTrack
	Local

	
	SuperSport International
	Local compilation

	News
	
	

	
	BBC World
	Foreign

	
	CNN International
	Foreign

	
	Sky News
	Foreign

	
	Bloomberg Television
	Foreign

	
	CNBC
	Foreign

	
	SABC Africa
	Local

	
	SUMMIT 
	Local

	Infotainment
	
	

	
	Discovery Channel
	Foreign

	
	Travel Channel
	Foreign

	
	National Geographic Channel
	Foreign

	
	Fashion TV
	Foreign

	
	Carlton Food Network
	Foreign

	Kids
	
	

	
	K-TV World
	Local compilation

	
	Cartoon Network 
	Foreign

	Music
	
	

	
	VH1
	Foreign

	
	MTV Europe
	Foreign

	
	BET International
	Foreign

	
	Channel O Sound Television
	Local

	Free
	
	

	
	Parliamentary Service
	Local

	
	RTPi
	Foreign

	
	ART Africa
	Foreign

	
	CCTV-4
	Foreign

	
	NBC (Namibia only)
	Local

	
	RAI International
	Foreign

	
	ERT Sat
	Foreign

	
	Deutsch Welle TV
	Foreign

	
	Rhema Network
	Local

	
	e-TV
	Local

	
	SABC 1
	Local

	
	SABC 2
	Local

	
	SABC 3
	Local

	
	Events Channel
	Local

	
	InfoKey 
	Local

	Data
	
	

	
	MOSAIC Channel
	Local

	
	AstroScope
	Local

	
	WeatherWise
	Local

	
	M-Web Bulletin
	Local

	
	GameZone
	Local

	
	BrainDomain
	Local

	
	Standard Bank Data Channel 
	Local

	Music & Audio
	
	

	
	DMX
	Foreign

	
	BBC World Service 1
	Foreign

	
	BBC World Service 2
	Foreign

	
	BBC World Service 3
	Foreign

	
	VOA - Voice of America
	Foreign

	
	WRN - World Radio Network
	Foreign

	
	Trans World Radio
	Foreign

	
	702 Talk Radio
	Local

	
	Classic FM 
	Local


E.TV

In 1998, a free-to-air commercial licence was issued to MIDI Television, a consortium with a 20% shareholding by Warner Bros.  Broadcasting as e.tv, it went on the air with preliminary broadcasts in October 1998, culminating in a full 24-hour service from 1 February 1999.

It was initially at a disadvantage as the Independent Broadcasting Authority (IBA) allowed them to operate mostly on a UHF frequency, giving it much the same footprint as M-Net has in its open time transmissions.

Its initial capital involved about  $77-million, but within a year it was as much again overspent.  It went through management restructuring, and is now awaiting finality on a deal with the Rembrandt Group. Which will inject much needed capital into the country.

At this stage, it’s finances are not known, but an indication of the audience ratings of its top programmes will give an indication of revenues.  Broadcasters in general charge between $308 and $385 per Audience Rating point for advertising.

Top programmes on the channels

	Channel
	Programme
	Genre
	All audience AR

	SABC1
	Generations
	Soap
	16.73

	
	Music
	Music
	14.39

	
	Unyana Womntu
	Drama
	13.98

	SABC2
	Ha a Mele Ditshiba
	Drama
	14.32

	
	Kelebone
	Drama
	12.58

	
	Lottery Game Show
	Quiz
	12.55

	SABC3
	Top Sport Cricket
	Sport
	9.77

	
	News
	News
	8.19

	
	Gladiators
	Variety
	7.6

	M-Net
	Who wants to be a millionaire
	Quiz
	5.48

	
	Carte Blanch
	Magazine
	4.55

	
	Egoli
	Soap
	4.49

	e.tv
	Jumanji
	Movie
	6.38

	
	WCW Thunder
	Sport
	4.82

	
	First Knight
	Movie
	4.79


Only e.tv has all imported product in its top three, and only e.tv has no local programming in the top three.  In the above analysis, even Who wants to be a Millionaire and Gladiators are local productions based on a licensed format.

South African audiences have made it clear that their first love is for local content, and this has become apparent even on M-Net, which is branded as a movie and sports channel.  Local content at the moment is legislated by the IBA and all the broadcasters are over their quota.  SABC quota is about 37 %, M-Net’s 11% and e.tv has to grow to 30%.

However, local programming for the broadcaster is expensive.  The average cost of imported programming is in the region of $5000 an hour, whereas the equivalent local programme will cost $50 000 an hour.

The top one-hour slot on SABC1 in prime time attracts an AR of 16, which at rate card should sell advertising worth $90 000.  When you put this alongside a $50 000 production, marketing costs, 16.5% commission to the advertising agency and the station overhead (which varies between broadcasters of between $1500 and $7000 an hour, the effort to which the broadcasters go to satisfy the expensive demands of the local audiences is admirable.

Audiences

South Africa has an inefficient reach into audiences.  Although by international standards, the population is poor, the potential is still economically promising. (Africa population data.xls)

By comparison to western countries, South Africa looks poor.

	Country
	GDP per capita

	United States
	$30200

	United Kingdom
	$21200

	France
	$22700

	Greece
	$13000

	Australia
	$21400

	South Africa
	$6200


However, adspend is about $925-million with some $308-million going to television.  It is growing, although there are commentators who warn of the levelling off factor that may take place in television broadcasting.  They warn of increasing competition from other media, and in South Africa that does not only mean the Internet.

Out of home viewing

Out of home viewing is exploding is South Africa.  Whereas that expression normally means the transmission of the broadcaster’s signals to venues out side of the home, in South Africa it includes completely new forms of narrowcasting.  For instance, a company called Twilight Advertising has a tape-based channel that delivers television advertising (and a little content) to post office customers waiting in queues.  The system is franchised out, and franchisees sell advertising to local shopkeepers and companies, and then also ensure that the monitors in the post offices round the country are working.  Local ads are produced by Twilight.

Twilight already has extended its reach to offices in the government departments of home affairs and justice, and also to similar outlets in Botswana, Namibia and Zimbabwe.  With a turnover of $7.7-million in just advertising sales, and an expected Further $6-million in banking halls soon, it has just announced that it is expanding to China.

A similar venture, but more content oriented called Tavern TV, aimed to the local working class drinking houses, has temporarily been held up due to lack of advertising support.  However, by contrast, two hours of TV programming with 15 minutes advertising per hour in the passenger trains is on track.  This service delivers morning and evening actuality and entertainment programming direct (store and forward) to passenger trains.  Some 10% of the rollout has been achieved and the 300 trains are expected to be wired within a year.

There are also major moves to introduce various forms of narrowcast specialist channels to banking halls, shopping centres, retail stores and sports bars.

All these efforts are there to leverage the South African public.

According to the official census, which it is now agreed understated the audiences by about 2-million, there is a very viable audience waiting for entertainment.

	Total population
	40 583 573

	Under 9 years old
	9 112 343

	Over 80 years old
	814 380

	Earning less than $150 per month
	3 917 850

	Total potential audience
	26 739 000

	Existing TV viewers
	14 559 000

	Lost audience
	12 180 000


The existing TV audience of 14 559 000 includes the cinema going audience of 4.28 million.

The broadcasters claim to be hampered by their footprints, which may be the case as far as terrestrial transmission goes.  It is highly unlikely that there will ever be much extension to the terrestrial network due to costs.  Cable is not considered a viability in South Africa, partially due to the dispersed population, [partially due to the large areas to be covered in the metropolitan areas, and partially to the attractiveness that copper wire has for the local craft industry.

However, satellite distribution is very viable and cost effective.  Already the three SABC channels and e.tv are available on the DStv bouquet. As the world cost of digital decoders falls, so will the accessibility to a DTH satellite signal grow in South Africa.  Another pay-TV channel is scheduled for licensing in 2001.  That will almost certainly be DTH satellite.

The future of interactive TV is uncertain.  M-Net is part of the global MIH group, which in turn owns OpenTV.  DStv has made tentative steps towards interactive TV but only the two latest models of its decoders can handle the service.  The company now has a quandary.  Does it upgrade all the decoders in the subscriber base at its expense, or can it make the interactive services so attractive that the subscribers pay for the upgrades.  It is unlikely that DStv will solve the problem this year.

Transmission is primarily in the hands of the national telecommunications giant Telkom.  It is turn has licensed a number of companies to carry television signals.  They are Sentech, which was originally the SABC’s distribution department, and Orbicom, which delivers DStv’s satellite signals.  This entire landscape is likely to change dramatically in a year’s time.  The statutory monopoly to Telkom expires in 2002, and already large consortia, notably Johnnic Communications, have signalled their intention to bid.

The demand for bandwidth is also growing, but so has the supply with a resultant drop in prices.  Narrowcasting in South Africa is undoubtedly becoming cheaper, but more expensive as far as marketing goes in a multichannel environment.

However, it is the lost audience that holds the attraction, and slowly the advertising agencies are coming out their super-conservative shells to look at alternative media.  For instance, after over 50 community radio were licensed and hit the airwaves, it was almost impossible for them to get any attention from the advertising agencies for about a year.

All that is changing.  Advertisers are taking new and fresh looks at the alternative media, and the most likely to suffer are the conventional broadcasters.  The pay-TV operations will be less affected as they capitalise on the niche value of their subscriptions.

	DStv most popular channels
	000’s

	Movie Magic
	206

	Super Sport 1
	187

	Discovery Channel
	148

	Super Sport 2
	137

	M-Net
	103

	National Geographic
	88

	Super Sport International
	87

	SABC3
	85

	MTV
	85

	Hallmark Entertainment
	76

	SABC2
	72


The South African audience is not an easy nut to crack.  It is diverse, and is largely split into four cultural groups, which are a hangover from apartheid.  The local research authority, the South African Advertising Research Foundation, which in partnership with ACNielsen manages the peoplemeters, formulates audience demographics on:

Race: Blacks, Whites, Coloureds and Asians.

Languages: Mainly English, Zulu, Xhosa and Afrikaans, plus another eight minority languages.

Gender:

Age:

Living Standards Measurements (LSM’s).  These are the local equivalent of income groups, but because of the historically skewed population it has been found easier to classify people according to their standard of living rather than directly related to income.  

However, the LSM’s do correlate to income earning, and are roughly as follows.

	LSM
	Monthly Income ($)
	%age of population

	1
	102.5
	8.8

	2
	108
	9.6

	3
	132
	12.1

	4
	158
	14.0

	5
	231.5
	15.2

	6
	359
	13.8

	7
	781.5
	13.0

	8
	1428
	13.0


The broadcasting environment is fluid, mostly from the as yet unexploited opportunities.  The SABC's restructuring into a commercial and a public service broadcaster should settle years of uncertainty.  M-Net's moves into interactive are still tentative and dogged with uncertainty.  MIDI Television's e.tv still has financial restructuring to undergo before its future is secure.  There are still licenses due to be awarded and South African broadcasters are only touching the tip of the iceberg in exporting product into Africa.
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