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The ins and outs of online video (part 1) 
There is a lot of discussion at present about video content at present including 
from the Minister, regulator, broadcasters, competitors, ISPs, and the media. 
This post tries to make sense of all that. It looks at the state of broadcasting in New 
Zealand and reviews the prospects for greater competition. Part 1 sets out how things 
look at present, and explains some of the basic issues. Part 2 looks at where the 
market might be headed, and whether the government needs to get more directly 
involved. 

Part 1 – How are we going 
Given what the internet enables, i.e., near instantaneous distribution of any digital 
content anywhere in the world for next to nothing, the problem for users with the NZ 
broadcasting environment is straightforward to state: we have anaemic online content. 
Users are forced to jump through strange hoops to legally buy movies and new release 
TV shows online from overseas. Unusually, even though users are willing to part with 
their cash to buy video content, they can struggle to find someone in New Zealand to 
sell them what they seek. 

This is a particularly galling state of affairs given the excitement about the so-called 
“long tail” (http://www.wired.com/wired/archive/12.10/tail.html). The internet was 
supposed to give us unlimited content to choose from whenever we liked. So just what 
is going on? To answer that question, we need to start with television broadcasting, 
and then add in the internet part a bit later. 

State of play 
The three key players in New Zealand broadcasting are TVNZ, Sky and Mediaworks 
(which runs TV3 and C4) – with television viewing shares around 50%, just under 30% 
and 18% respectively. All together there are around 110 channels on television with a 
wide diversity of options. Broadcasters also offer services that allow you to watch 
their content over the internet either streaming live, or for catch-up shortly after it has 
screened. And they compete for customers with other distribution mechanisms like 
iTunes or newcomer to New Zealand Quickflix, and other video options like YouTube or 
Facebook. 

Television is extremely popular. Practically every household has at least one television 
capable of receiving free-to-air broadcasts, where content is effectively paid for by 
advertisers in return for showing ads to viewers. Just under half of New Zealand 
households buy a subscription from Sky. More than 60% of households have 
broadband that would enable them to watch online broadcasts: this proportion 
continues to grow, internet services are getting faster, and data-caps that limit how 
much online video people can consume are growing quickly. 

To put together their channels, broadcasters bid for the content rights that they think 
will get them the best audience, or they commission their own content, perhaps with 



the assistance of New Zealand on Air. Around a third of what is shown on New Zealand 
free-to-air television is local content (see para 66 of this useful Commission report), 
and about a third of that is news or current affairs shows. The standout for local content 
is Maori Television, which broadcasts in the realm of 90% local content. 

Different broadcasters have different strategies. Free-to-air broadcaster TVNZ tends to 
have the highest rating shows: news, current affairs, drama and popular international 
series. The most popular television last year (see page 21 of this document), was the 
Rugby World Cup opening ceremony, followed by the Royal Wedding, both free-to-air 
on TVOne. The most popular international television series tend to end up free-to-air 
television because free-to-air broadcasters can summon greater audiences for 
particularly popular shows. This can get them the nod in negotiating “output deals” with 
the studios, where the broadcasters get access to a range of content from a particular 
studio over a multi-year period. 

Sky offers a wider line-up of shows across a larger number of channels and attracts 
less of an audience to any individual broadcast. It also uses its ownership of Prime – a 
free-to-air channel – to supplement viewing on its subscription service. It has the best 
and widest coverage of sports, and the most comprehensive broadcast movie selection 
available outside of the video store. Its financial backing and broadcast expertise has 
also been instrumental in creating professional sports leagues for several sports, 
including rugby, basketball, soccer and netball. 

Newcomer Maori Television focuses on local content and was the lead free-to-air 
broadcaster for the Rugby World Cup, but interestingly has also recently bought rights 
to the NBA, and the UK’s Superleague. 

Rights and wrongs 
The competition for available rights plus broadcasters’ views on what they think will 
attract an audience help determine what ends up on New Zealand televisions and 
when. Some overseas movies and television shows come to New Zealand quickly. 
Some shows may never get here at all, or only after long delays. 

Even once content is available, restrictions on its use are a standard part of the deal. 
Restrictions can reflect  limits on rights inherited from rights holders, who divide up 
rights by geography and type in a way that makes most commercial sense for them. 
Rights restrictions can also reflect commercial strategy from broadcasters as to what 
rights to buy and whether or how to make content available to competitors. 

For example, you can watch TVNZ’s onDemand service for free on your computer (with 
ads at the beginning), but you can not copy the content, resell it or retransmit it, 
availability of shows is restricted, it is not available outside of TVNZ’s site, and it 
doesn’t work at all on the iPad or iPhone as yet, or from overseas. There are similar 
sorts of rights restrictions for all online and offline services (think of the copyright 
notices that begin every DVD you have even hired from the store, for example). 

The rights system is complex and suffers from its own competitive bottlenecks. We will 
look at copyright rules that support the rights system in a subsequent post. There is 
an obvious and substantial conflict between the near-free distribution options offered by 
the internet, and the historic rights system. It is hard to feel a lot of sympathy for 
content owners who complain about online piracy if they do not manage to make their 
content legitimately available at all. But the picture is more complex than that. Even 
those who own the content can struggle to make it available online, and all parts of the 
content industry are trying to figure out how to best deliver content to customers in the 



light of substantial change driven by the internet. See, as just one example, the demise 
of video stores in the US and Canada. 

The change for rights holders is that these days users consume video in a widening 
variety of ways on an increasingly broad set of devices. Yes, a main television in the 
home, but also a smartphone, or a tablet, and perhaps all three of these at different 
times by different people. Users are rebelling against linear broadcasting, and the legal 
arrangements that mean they have to wait to see something that has been released in 
some other format or some other country already. 

The ins and outs of online video (part 2) 
What does the future hold 
In Part 1 of this post we outlined the state of play in New Zealand broadcasting. In Part 
2 we look at the prospects for future competition. 

A new hope 
The best hope for greater competition in New Zealand broadcasting is through new 
services that allow subscription-based viewing over the internet, i.e., an online movie 
and television service with a catalogue sufficient to surpass the best local video store. 
And a service that grows over time to sharply increase the amount of content available 
on demand to New Zealanders. The best-known international examples today are the 
US services Netflix, and Hulu – neither of which is yet available to New Zealanders 
without a workaround – and the US iTunes movie and television show lineup. This is 
the market gap that newcomer Quickflix is endeavouring to fill in New Zealand. 

So far these online services are in their relative infancy. While there are several 
options for legitimate downloads, (and the article excludes Google’s efforts to create its 
own online movie, television and book store, Google Play the content available is 
limited relative to international options, and to video stores. Newcomer Quickflix boats 
several hundred movie titles, compared with thousands on iTunes, more than 29,000 
with Sky’s Fatso DVD rental service, or the more than 50,000 Quickflix offers in 
Australia. 

Nevertheless there are grounds for optimism that growing competition will improve the 
availability of quality, competitively-priced, timely and legal video content for New 
Zealand, i.e., the promise of the “long tail” is being fulfilled but it is slow and patchy 
compared with other places. As mentioned above, competition is speeding up the New 
Zealand internet, and the UFB, the government’s new fibre network, will make 
widespread distribution of video content a more economic proposition, dealing with at 
least one of the concerns of Netflix that led it to announce that it had no plans to come 
here yet. 

That said, there are already calls for the government to intervene, including from 
the owners of TV3, and from Quickflix, and suggestions that it is Sky’s market 
position that is responsible for the relative lack of legitimate online video 
options compared with other places. 

Sky responds that it is not standing in the way of online competition, in particular 
because it does not presently have any of the particular rights, called SVOD, that 
internet subscription services need, and that it could never get those rights exclusively 
anyway. Certainly the launch of Quickflix gives some weight to Sky’s argument, but 
the gaps in Quickflix’s content line-up that are generated by the fact that relevant rights 



are held by Sky and TVNZ already suggest that life is not going to be easy for Quickflix 
or other online services. 

The Minister has said it is too soon to intervene now. But there seem to be two future 
scenarios in which the government might in time be convinced to act. 

Acquisition of online content rights 
TVNZ, Sky and TV3, are competing for rights to show quality content online with any 
new service. This is, of course, exactly what they should do. Competition generally is a 
good thing for users, and it is always hard for a new player to get started in any 
established market. We may yet see one of the existing broadcasters launch an online 
subscription service of their own. Sky has given broad hints of something like this. 

But if TVNZ or Sky, who account for about 80% of viewing, unreasonably restricted 
availability of their content to competitors or so effectively cornered available rights that 
new online services could not effectively start up or operate then they might find 
themselves on the wrong side of the government in due course. 

We have some early international examples of controls in Australia , or potential 
controls in the UK – see also this announcement to prevent broadcasters from 
monopolising online content rights. As yet their necessity has not been demonstrated 
here, their effectiveness has yet to be tested, and they do not fit especially well within 
the existing New Zealand regulatory environment, meaning law changes might be 
required. 

Distribution of online content 
Sky makes its television service available through various ISPs but they do not have 
much ability to chop and change the Sky offering – for example, to offer only some 
channels, or to move around broadcast times. There are also reported to be limits on 
zero-rating the video content from competing services so that it does not count against 
customers’ monthly broadband data caps. These contractual restrictions could be seen 
as limiting competition, especially from new online services. 

That said, there seems to be enthusiasm both from Sky and the ISPs like 
TelstraClear to rethink the existing arrangements given the changing competitive 
environment. Again, if these contracts are seen to foreclose competition, and 
particularly the ability of ISPs to zero-rate content that competes with Sky, then we 
might find the government interested in intervention in due course, or we might 
see changes in commercial arrangements. It will certainly be interesting to see the 
outcomes of the next round of commercial discussions between Sky and its ISP 
distributors. 

Although the Minister has indicated that she does not presently see the need for policy 
action, the government in one form is already looking at these issues. The Commerce 
Commission is investigating Sky/TVNZ joint venture Igloo, and it continues its demand-
side study, which is looking at the future uses of ultra-fast broadband with a report 
expected in late May. The next big news point might be the Commission reaching 
some firm conclusions about the state of the market as part of these pieces of work. 

In terms of the impact of this broadcasting debate on takeup for the UFB, there is 
plenty of time to see how things develop. The UFB was never justified on the basis of 
improving video content options for residential users: the priority users for the first six 
years are health, education and priority business customers, none of which would be 
big entertainment consumers, one would think. 



Summary 
The best hope for greater competition in New Zealand broadcasting is with new 
services that deliver video entertainment over the internet. 

The UFB is very helpful. Not only does it speed up the New Zealand internet, which will 
support new means of distributing content like online services. But it will also continue 
to put pressure on content owners into opening up distribution of rights, which should 
boost content availability for New Zealanders. 

We can expect TVNZ, Sky, and TV3 will make life hard for any new service providers. 
To some extent this is just competition for content at work. 

But if competition does not develop, there will be increasing pressure for government 
intervention, particularly to ensure competition for acquisition of rights to show content 
online or to ensure distribution contracts for Sky content do not unduly inhibit ISPs from 
distributing competing content. The Commerce Commission is looking at some of these 
issues at present. 
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