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HAMBLY, Ms Gail, General Counsel/Company Secretary, John Fairfax Holdings Ltd
HILMER, Mr Fred, Chief Executive Officer, John Fairfax Holdings Ltd
WOLPE, Mr Bruce, Manager, Corporate Affairs, John Fairfax Holdings Ltd

CHAIR —I welcome to the table representatives from Fairfax. We thank Fairfax for their submission,
which has been published on the Internet and circulated here today. As | am sure you aware, we prefer
evidence to be given in public but if you desire to have your evidence, part of your evidence or answers to
guestions given in camera, you may request the committee’s permission to do that. However, you must
understand that, even if the committee grants permission for evidence to be given in camera, the evidence
may subsequently be made public by order of the Senate. Would you like to make an opening statement?

Mr Hilmer —Thank you for this opportunity to talk to you about what we see as an important piece of
legislation. | would like to highlight a few of the points that are in our submission and then take your
questions. In approaching this question, | have drawn fairly heavily on my previous experience with major
reform, particularly competition policy and the work | did in enterprise bargaining. The lesson that came to
me from that was that complexity is the enemy of good policy. Grand schemes that try to wire everything up
and that relate everything to everything else generally do not happen.

Going back to the competition policy experience, we focused very heavily on the non-traded sector and
utilities. We did not deal with the merger provisions, which are up now. We did not try to deal with trade and
dumping. By staying focused, we were able to deliver a number of significant policy benefits. The same is
true here in this debate. This is potentially very complex—you could deal with things like Foxtel, Optus,
multichannelling, fourth network issues and Telstra issues. All of these things are valid issues, but at the
moment we have only one issue in front of us and that is the issue of cross and foreign. | believe we ought to
stay on that because it is a good reform in and of itself. It does not preclude other things happening later and,
in good policy making, it is useful not to solve everything at once because you have the opportunity to
moderate through using other policy decisions as debates evolve.

In these brief remarks | want to focus on one point: removing the foreign and cross-ownership restrictions
is a good reform. It is a good reform because it delivers a high quality result that delivers a diverse range of
views and content to our community. In order to appreciate why we take that view, | start with the important
role of the media. Firstly and very importantly, it is a vehicle in which a democracy functions because it
facilitates a marketplace of ideas. Secondly, it is the vehicle through which the marketplaces that we all deal
in function, through advertising and also, importantly, because through objective, critical reviews of products,
services and investments, we provide the knowledge that allows buyers and sellers to deal with each other
fairly. For those purposes to be served we need to have quality media in this country.

In the debate you rarely hear the word ‘quality’. | have heard the word ‘diversity’ so many times that it has
become almost non-diverse. The argument about diversity has degenerated into an argument about
numbers—that is, if we have more numbers, we will have a better media industry that better carries out its
policy goals. | think that is an absolutely false position. Diversity without quality is meaningless. Without
guality players and players able to provide content of depth, to investigate and to follow up, and the strength
to weather what are often quite difficult cyclical times in our industry, our ability to discharge our
responsibilities is compromised. If you want meaningless diversity, if you want to let a thousand flowers
bloom, look what happened in the early days of the Internet. A million flowers bloomed. Great. But it is the
web site with the resources and the scale that have continued and are now making a qualitative difference and
can contribute to meaningful diversity.

The other point | want to make about this preoccupation with diversity at the expense of quality is that our
diversity discussion has become a Sydney-centric and Melbourne-centric debate. If Fairfax were to combine
with one of the networks, the cry goes out that there will be one less player. There will be more concentration
and, therefore, there will be less diversity. Let me look at that for a minute. Firstly, we would bring great
strength to any television network. Any network that we combined with would have stronger content as a
provider of news and a number of other programs. Secondly, the impact of doing that outside New South
Wales and Victoria would increase diversity. Our broadsheet newspapers are effectively irrelevant outside
Sydney and Melbourne—th8ydney MorningHerald in the case of Sydney and thge in the case of
Melbourne. If we were with one of the networks, we would have a presence. Our journalism would have a
presence in Brisbane, Adelaide and Perth, with much broader reach throughout regional centres. It would give
us the opportunity to have that impact and also to look quite differently at print options in those centres. | am
not saying we would immediately rush to have a paper in Brisbane. It is absolutely never going to be on the
agenda with the current structure for us to look at taking our footprint to centres where we are not currently,
but we would have those opportunities were we able to combine. This diversity debate is very much a
Sydney-Melbourne debate. If you look at diversity from a national point of view, | would argue that there is
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as much an increase in diversity by allowing this reform to go through as there is a reduction in diversity. In
any event, diversity is not the sole criterion of good policy. It is diversity with quality. It is adequate diversity.

Let me conclude by talking a bit about the structure that might emerge. There is not going to be any repeal
of the rules that prevent networks from combining. After deregulation, we will have three major TV networks
which are all going to be anchors of independent journalism. We will have in addition the ABC and SBS.
Depending again what happens with regional and specialised players, we have a very diverse radio industry.
We have a number of important regional players. Under any scenario, we are going to have a minimum of
four and probably six to eight major companies in the country. Four major companies are probably all we can
afford in my judgment. | think the experience we have had in the last year or so with Ansett and the
experience we are going through with telecommunications shows that, in a country our size, there is a limit to
what you can afford in terms of sustainable competition. We are going to have four major players and a
number of regional players and niche players. These are going to be stronger companies, better able to fulfil
their charter in terms of quality and diversity. If we did have a fourth network, there would be even greater
diversity than is the case today.

Finally, | want to say a few words about the editorial separation issue. With the structure that we propose, |
believe it is not required in the legislation but, if is required in the legislation, our view it is that it needs to be
redrafted—in particular, subsection (2)(c), which takes the ABA into editorial processes. That is something
we would not only resist through the legislative process but continue to challenge in the courts. We need to
move forward with this bill. We will have stronger media companies that can continue to provide quality and
continue to make the very substantial investments needed to keep providing quality. We will have a healthier
degree of diversity and we will have a competitive and contestable market. | am very pleased to respond to
questions.

CHAIR —Thank you, Mr Hilmer.

Senator CONROY—Could you expand on ‘diversity without quality is meaningless’. | am not sure what
you mean by that. Is that a reflection—and | do not necessarily mean a reflection in an unkind way—on the
quality of journalism we have now?

Mr Hilmer —No, it is not a reflection on the quality of journalism we have now, but it is a concern | have,
taking a longer term view of the industry and how it is developing. We have very considerable cost pressures
in order to provide quality. Let us start with ‘diversity without quality is meaningless’. Journalism is not a
cheap service to provide to a community. You need a critical mass of very skilled people and you need to
continue to be able to do that. The world is getting more complex. | think the pressure on journalists—our
journalists and the cadre of journalists you need—to cover all of the issues that need to be covered is
relentless. At the same time, you have very severe cost pressures in our industry, because one of the
immutable laws of media is that media keeps fragmenting. If you go back in time, you will see that the media
market is a market that fragments. We see it all the time: once we had just newspapers and then radio,
television, pay TV, the Internet, billboards, below the line and above the line. It is a market that is continually
fragmenting. In order to provide quality, you have to be able to participate in the fragmenting process and not
just watch it happen to you and see that cost pressure spread over a narrower and narrower base. My concern
is that, if you keep cutting back and you do not have quality, then the quality of the political coverage is
worse—we would, God forbid, put you under less scrutiny than we are able to do today. The quality of our
very important market coverage—the objective reviews that we do of the products and the services that the
community has—would also be under pressure because it is expensive to do.

In order to maintain quality, you need to have critical mass. If you say that it is a numbers game and the
nature of the industry is that it continues to fragment, what you are saying is that you are going to have real
cost increases but no opportunity to pass them on. The way to deal with that is basically to continue to make
cost savings and, while we are always going to be responsible about our costs, we do not like being forced
into a position where we have to trade off cost and quality. That is a position | can see very clearly emerging
because, when you do legislation, you are not legislating for what the media market is going to be like in six
months; you are setting a framework today that will govern what we will be like in 10 years. That is what |
am worried about.

Senator CONROY—How do you think, say, Fairfax owning an FM radio licence would improve the
quality of theSydney Morning Heral®l

Mr Hilmer —I am not coming to the committee today with any specific proposals. | think the things that
we would look to do with these reforms in place would be moves that allowed us to get some real advantages.
There are markets we say we frankly are not in—we are not a company that is in music, we are not a
company that is in a lot of the entertainment area; but we are very heavily in news, we are very heavily in
product, we are very heavily into lifestyle. So we would need to look at it specifically. This is not diversity for
diversity's sake. If | just want to own FM, and it has no connection with my business, then | can just go to
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