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Message from FICCI 

 

 

 

 

 

Dr. Rajiv Kumar  Dr. Kamal Haasan 

Secretary General Chairman 

FICCI Media & Entertainment Business Conclave - Chennai 

 

As we bring out the 2012 report on the South India Media and Entertainment (M&E) industry, FICCI would first of all like to 
thank Deloitte for their unstinting support and collaboration in making this report insightful and content rich. 

In the past decade, every segment in the South India M&E industry has witnessed change in several aspects such as 
audience preferences, move towards new content formats, and push towards digital technologies, etc. These new trends are 
largely driven by a discerning audience that is craving for more in terms of both the quality of content and a flawless viewing 
experience. 

This progression in consumer demand has given a fillip to experimentation in films, TV, print and radio. Not just corporate 
and private production houses, but even advertisers are becoming increasingly responsive towards these emerging 
prospects. 

Further, the growing focus on script driven content, engagement of professional firms for cost management, adoption of VFX 
technologies, and leveraging new media for promotions, are few of the other notable developments in the industry. With 
Video on Demand and Pay TV platforms being encouragingly used to distribute content, these developments all together are 
positively influencing other revenue segments. 

Piracy, however, continues to pose a large threat to the industry and stringent anti-piracy measures are required to resolve 
the problem.  

FICCI acknowledges the valuable inputs provided by the Media and Entertainment industry players who have graciously 
devoted time to share their views in helping Deloitte put this report together. 
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Message from Deloitte Touche Tohmatsu 
India Pvt. Ltd. (Deloitte) 

A distinguishing characteristic about the media in the South is a discerning audience. Besides 
demonstrating high maturity towards technological advancement, the audience has also shown a 
distinct preference for localized content. The rich repertoire in the South, hence, offers the right mix 
for its diverse populace. The purpose of publishing this report is to highlight the interesting 
developments in the region by compiling industry trends, professional viewpoints, and prospects in 
a wide-ranging canvas. 

The popularity of film stars remains the most powerful trigger for films in the South; however, many 
new age trends are gradually gaining traction due to significant adoption of audio-visual technology, 
new media marketing, and process innovations. The growing southern film industry, which has an 

immense demand, continues to see entry from several corporates and big studios. The advent of such production houses is 
adding to the glamour and grandeur to this media.  

The evolving audience interest for innovative TV serials along with a craving for regional content has unleashed an array of 
developments in South TV industry. In addition to the success of big budget non-fiction shows in all the four regional 
languages, many popular TV series have also been successful in crossing their traditional territory and winning the viewers’ 
hearts at the national level. Niche genres like kids and news have been revived with ideation and fresh treatments in a 
growing competitive landscape. 

Print, both in its English and vernacular forms, is widening its portfolio and markets to capitalize on the large readership 
base. The upsurge in the rural economy has fuelled adoption of newspapers in the rural hinterlands. In such a booming 
marketplace, it is interesting to see how new collaborative platforms will evolve across the value chain driving further growth. 

As the radio audiences become more selective, the radio industry in the South is tuning its programming towards local 
preferences and, in the process, paving the way for differentiation. Many big players are also trying to attract advertisers to 
capture a greater share of their media spend by introducing a wide portfolio of specialized offerings. In a stiff economic 
market, radio activations continue to see good traction among advertisers especially from the retail industry.   

I would like to thank all the players in the industry for providing us their valuable insights and perspectives, which have 
served as critical inputs for substantiating many of the identified themes in this report. I would also like to thank FICCI for 
offering their continual support in producing this report on the South Media & Entertainment industry.  

 

Sachin Sondhi 

Senior Director and Leader, Strategy & Operations 

Consulting, Deloitte Touche Tohmatsu India Pvt Ltd 
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Message from Deloitte Touche Tohmatsu 
India Pvt Ltd (Deloitte) 

The fervor around the Media and Entertainment industry in the South is unique and clearly 
distinguishable from the rest of India. The medium’s appeal is further amplified with the advent of 
new delivery mechanisms and content digitization. Given this new dynamics, this space is growing 
with momentum as all its stakeholders are increasingly evolving themselves.  

The positive milieu in the South is encouraging players to venture beyond traditional boundaries 
and explore new segments with fresh offerings. Among the noteworthy trends is the increasing use 
of advanced visual effects in many upcoming big budget films. In the television space, the interest 
of the broadcasters in airing increasing number of reality shows across all regional channels. Even 
news channels are working towards topical and local news to engage the viewers.  The print 
industry, on the other hand, is increasingly leveraging new media to offer customized news/videos 

through online portals and mobile apps. With its bouquet of offerings customized to the local audience and through various 
on- and off-ground activation programs, radio channels are actively expanding their listener base. 

The Media and Entertainment industry (film, television, print and radio) in the South is estimated at INR 21,190 crore in FY 
2012. Driven by a strong demand base and high technology adoption, the industry overall is poised to grow at a CAGR of 
14% till FY 2016. Many players at the national level are increasingly showing interest to tap into this growing South market. 
The market is dominated by television (~58%),  closely followed by print (~ 29%). Radio, although the smallest segment in 
terms of size is expected to grow at the highest rate, CAGR of 22%.  

The industry, however, is not without its share of concerns. The industry would have to tide over the current economic 
turbulence which is bound to affect advertisers’ spend on various media. Corporates are increasingly looking to adopt cost 
effective means to promote and retain their market share. The attractiveness of digital marketing is on the rise, but at the 
same time the industry has still to identify a sustainable monetization model to successfully leverage the potential of the 
digital world.  

As I wrap up my thoughts on the media landscape in the South, I would like to thank FICCI as well as all media participants 
for their inputs and insights that have helped shape and corroborate the views in the report.  

 

Sandip Biswas 

Director  

Deloitte Touche Tohmatsu India Pvt Ltd 
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1. Introduction 

The Indian media industry is undergoing a metamorphosis. The industry is witnessing a shift from analog medium to digital 
medium, and the trend is visible throughout the value chain—from content production to content consumption. This is further 
augmented by the explosion of new devices, advent of faster and better delivery channels and digitization of content, which 
is bound to influence the way people consume media. Players across the industry and throughout the value chain have 
taken cognizance of this shift and are evolving and adapting to this disruption. 

The distinct preferences of the people in South India lend an inimitable characteristic to the media and entertainment 
industry in the South. The Film industry is characterized by an ardent fan following. The South television industry is one of 
the oldest operational television sectors across the nation. Owing to a highly literate population, the print industry has one of 
the highest readerships across the nation. The preference and acceptance of localized content makes the radio industry in 
the South one of the hotbeds of the national radio industry. 

These unique characteristics along with the changing dynamics has been one of the driving forces for the South media and 
entertainment industry to not just embrace but also leverage the growth potential of new media. This is bound to create 
opportunities for all players across the value chain. 

 

   Overview of the South Indian Market 1.1
In FY 2012, the overall South India Media and Entertainment industry is pegged at INR 21,190 Crores. Owing to the 
evolving ecosystem and demand, the market is expected to grow at a CAGR of 14% for the next four years to reach a size 
of INR 36,005 Crores by FY 2016.  

 

 

 
Figure 1.1: Overall South India Media and entertainment market 2012-16 (INR Cr.) 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 
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Television constitutes the largest component of the South Indian media and entertainment industry and is currently pegged 
at INR 12,220 Crores accounting for a dominant 58% of the overall market. Print is the second largest media accounting for 
29% of the overall market in FY 2012 at INR 6,265 Crores. Film buoyed by an ardent fan following in the South stands as 
the third largest contributor at INR 2,340 Crores. Radio is the smallest constituent standing at INR 365 Crores, but is 
expected to grow the fastest amongst all the other constituents at a CAGR of 22% over the next four years.   

 

Category 2012 
INR Cr. 

2013P 
INR Cr. 

2014P 
INR Cr. 

2015P 
INR Cr. 

2016P 
INR Cr. 

2012–2016P 
CAGR in %age 

Film 2,340 2,600 2,890 3,200 3,550 11% 

Television 12,220 13,790 16,070 18,980 22,540 17% 

Print 6,265 6,825 7,550 8,220 9,110 10% 

Radio 365 455 555 665 805 22% 

Total 21,190 23,670 27,065 31,065 36,005 14% 

 
Table 1.1:  South India Media and Entertainment market 2012-2016 – Media wise; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

 
Figure 1.2:  South India Media and Entertainment market 2012 – Media wise split 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
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The Media and Entertainment market in Tamil Nadu is estimated at INR 7,620 Crores in FY2012. Andhra Pradesh market is 
estimated at INR 6,480 Crores. Karnataka and Kerala markets are estimated at INR 3,985 Crores and INR 3,105 Crores, 
respectively.  

 

Category 2012 
INR Cr. 

2013P 
INR Cr. 

2014P 
INR Cr. 

2015P 
INR Cr. 

2016P 
INR Cr. 

2012–2016P 
CAGR in %age 

Tamil Nadu 7,620 8,405 9,665 11,180 12,995 14% 

Andhra Pradesh 6,480 7,370 8,410 9,660 11,200 15% 

Karnataka 3,985 4,470 5,090 5,805 6,715 14% 

Kerala 3,105 3,425 3,900 4,420 5,095 13% 

Total 21,190 23,670 27,065 31,065 36,005 14% 

 
Table 1.2:  South India Media and Entertainment market 2012-2016 – State wise split; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

 
Figure 1.3:  South India Media and Entertainment market 2012 – State wise split 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
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1.2 Key emerging trends 

a. Film 
South Indian Film industry is characterized by its fervent fan base. Their preference for and attachment with the regional 
stars is the backbone of the industry and will keep providing the necessary fillip for evolution. 

The Film industry in the South is witnessing many new trends. From adopting advanced technology for showcasing its 
audio/visual grandeur to the use of social and digital media to market its varied offerings, it is endorsing various 
opportunities to revitalize its ecosystem.  

The availability of rich content is helping local players expand their offerings to neighboring states. Besides exploring new 
frontiers to unlock revenue opportunities, the industry is also adopting ways to improve operations and sustain scale. With 
corporates foraying into the entertainment business, cost management in big budget ventures is becoming a noticeable 
trend.  

With the proliferation of new media, there is a constant threat of piracy but encouragingly, it is being constantly checked by 
keeping a lid on cyber perpetrators.  

South Indian cities like Chennai, Hyderabad, Bengaluru and Trivandrum are the hotbeds of skilled and unskilled workforce 
for the film industry in general. However, given the pace of the activities in the vibrant film industry in the region, there is 
likely to be a considerable shortage of skilled resources. These can be addressed through methodically identifying the gaps 
and subsequent training needs. Collective initiatives from multiple stakeholders across the industry value chain are a key to 
this. Amongst others, Media and entertainment skill council (MESC) is one such vital step in this direction. 

With a zealous fan base and strong star following as its core strengths, the South film industry is well poised to experience 
growth and profitability. 

 

b. Television 
Viewers in the South have a healthy appetite for good quality regional content. By ensuring a strong supply of such content, 
broadcasters have been able to provide steady revenues.  

Now, the television industry in the South is repositioning itself through various ways for value creation across all 
stakeholders. Many prominent trends have evolved driven by changing customer preferences, technology push and new 
opportunities through creation and entry into new markets. 

Consumer tastes are slowly evolving and are going beyond fictional shows. Popular reality shows are being reproduced in 
various regional languages to satiate the demand for such non-fiction content.  

The players are also reformatting their content to suit a larger audience and newer markets. Whether it is taking its 
catalogue of programs to the national market through intelligent remaking, or reforming its news channels to cater to a 
discerning viewer—the industry is constantly innovating to engage a wider audience base. The industry is seeing an 
increasing interplay with its national counterparts through Hindi remakes of popular South India serials as well as remakes of 
popular shows on national television in regional languages. 

The industry is also leveraging technology to enable multi-screen viewership of television content for viewers who are 
constantly on the move. The TV distribution space is witnessing a paradigm shift with cutting edge digital cable being 
mandated by the government.  

The South television industry will witness favorable changes as it continues to reinvent itself and explore newer horizons. 
With a rich catalogue of content, a captive customer base and a strong distribution network, it will attract an increasing 
number of advertisers and investors to drive future growth in this space. 
 

c. Print 
A corollary of the high literacy rate in the South is the readership for newspapers and publications which is amongst the 
highest in the country. In such a competitive landscape, players of both the English and vernacular dailies are exploring 
many strategic options to expand as well as retain the subscriber base. From churning out quality content and colorful 
packaging to leveraging new media through modern channels, they are trying various means to attract and engage the 
highly literate readers in the South. 
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English national dailies have started taking note of growing opportunities down 
South and are expanding aggressively, making it even more competitive. Growing 
advertiser interest to tap into the higher socio-economic clusters is another key 
factor, resulting in significant growth prospects for English dailies in the South.  

As the rural market has also experienced significant growth off late, many players 
in the industry are now looking to expand their distribution beyond cities, to unlock 
monetization through a wider readership. In order to reach scale and economy, 
players are increasingly utilizing their deep pockets and professional management 
capabilities. 

The power of digital media has also been leveraged to reach younger audiences 
through dedicated websites and mobile applications. The industry is now testing 
various business models to identify the right monetization opportunities in online 
space.  
 

d. Radio 
The radio industry in the South is in the growth phase and is experiencing a 
significant growth in listenership across ages. As its horizons expand, it is making 
use of various levers to effectively tap into this growth in listenership base. 

The cultural diversity of cities in the South has fueled demand for specific content 
on radio. This has led to highly customized content being offered in order to attract 
and retain audience attention in a marketplace which is increasingly becoming 
crowded. And further, the content is no longer limited to only regional film music. 
Many players are innovating and bringing in new formats to differentiate 
themselves. 

The players are also leveraging digital and social media to increase their reach 
beyond the limits of their native city and to enhance consumer engagement. Going 
one step further, they are utilizing applications for mobile radio for this purpose. 

These efforts along with strong activation programs have prompted many brands to endorse radio as a medium for 
marketing. Radio’s ubiquitous presence and growing influence in the listener’s daily lifestyle further strengthens its case in 
this regard. 
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2. Film 

 
 
 
 
 
 
In its relentless pursuit of excellence, the Film industry in the South is witnessing many new age trends. From adopting 
advanced technology for showcasing its audio/visual grandeur to embracing new social media to market its varied offerings, 
it is endorsing every opportunity to entrench its ecosystem end-to-end.  

The fallout of new media and piracy is also being constantly checked by keeping a lid on cyber perpetrators. Besides 
exploring new frontiers to unleash revenue opportunities, the industry is also adopting ways to improve operations and 
sustain scale. With corporates foraying into the entertainment business,professional cost management in big budget 
ventures is becoming a noticeable trend. The entry of corporates and big studios into the regional space, the success of 
regional films across neighboring states, and availability of rich content is triggering several market initiatives.  

With an ardent fan base and strong star following as its core strengths, the South film industry is well poised to experience 
strong growth and profitability. 
 

  Market size 2.1
 

  

 

 

 

 

 

 

 

 

 

 
Table 2.1:  Film Market Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

 

 

 

 

Category 2012 
INR Cr. 

2013P 
INR Cr. 

2014P 
INR Cr. 

2015P 
INR Cr. 

2016P 
INR Cr. 

Tamil Nadu 1,030 1,160 1,300 1,450 1,610 

Andhra Pradesh 1,020 1,130 1,260 1,400 1,560 

Karnataka 140 150 160 170 180 

Kerala 150 160 170 180 200 

South India 2,340 2,600 2,890 3,200 3,550 

 “The striking features of the South Indian Music and Film industry are its compulsive consumers who 
overwhelm every other factor.  Their passion and involvement with regional content allows for new and 
unique ways to market and build new consumption models and platforms.”   

Shridhar Subramaniam, President – India & Middle East, Sony Music Entertainment (I) Pvt. Ltd.  
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The total revenues in South India film industry are estimated at INR 2,340 Crores in FY 2012. It is expected to grow at 
CAGR of 11% to reach approximately INR 3,550 Crores by FY 2016. 

 
Figure 2.1:  Film Market Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 
Film revenues of Tamil Nadu are close to INR 1,030 Crores. Andhra Pradesh generates revenues of INR 1,020 Crores. 
Kerala and Karnataka generate revenues to the tune of INR 150 Crores and INR 140 Crores, respectively. In 2012, of the 
total revenues in South India, Tamil Nadu and Andhra Pradesh have a share of 44% and 43%, respectively. Kerala and 
Karnataka follow with a share of 7% and 6%, respectively.  
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Figure 2.2:  Film Revenue shares in South India - 2012 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 

 
 

Category 2007 2008 2009 2010 2011 

Tamil Nadu 148 175 190 202 185 

Andhra Pradesh 241 286 218 181 192 

Karnataka 111 162 177 143 138 

Kerala 85 88 94 105 95 

South India 585 711 679 631 610 

 

Table 2.2:  Number of films certified in South India1 
Source: Central Board of Film Certification 
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Figure 2.3:  Number of films certified in South India 
Source: Central Board of Film Certification 
 

A snapshot of the number films certified in the South over the past five years shows that Tamil Nadu and Andhra Pradesh 
(AP) contribute to the highest number of certified films.  Andhra Pradesh, which has traditionally been the front runner, saw a 
dip in the number of certifications in 2010 largely due to the limited success of its big budget films. Andhra Pradesh has the 
highest number of certified films in 2011, closely followed by Tamil Nadu. Tamil Nadu witnessed a steady growth till 2010 
when it reached the top position; however, in 2011 it saw a dip like Karnataka and Kerala in the number of certified films. 

 

2.2 New technology in filmmaking    
Decades ago, what started as “camera tricks” in the South Indian film industry through the popular genre of historical and 
mythological films has today taken deep roots in the industry that prides in being the front-runner in adopting new 
technologies.  

The industry is growing from strength to strength and is constantly striving to set new benchmarks in the areas of visuals 
and sound through the use of advancements in visual effects (VFX), animation, 3D, and surround sound in films. The recent 
surge in special effects and the popularity of animated characters in South Indian films are clear signs that the audiences 
favor use of technology as an aid to creativity.   
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a. Visual effects: the filmmaker’s ally  

 
The story so far  
 
 
 
 
 
 
 
 
 
VFX is clearly revolutionizing content quality and delivery. South Indian filmmakers, true to their penchant for technological 
progression2, have been experimenting with its usage in their films. In the last couple of years, Tamil and Telugu films such 
as Endhiran, Eega, and Magadheera have been successful in creating ripples amongst the South Indian as well as the 
Indian diaspora worldwide because of the use of special effects.3 

 

 
 
 
 
 
 
 
 
 
 
        
 

 
 
 
 
  

South Indian filmmakers have catapulted the use of VFX in films to new levels. A few big budget films in Tamil and 
Telugu use anywhere over 2000 live action animation shots compared with ~ 900 shots 2-3 years ago. Typically in such 
big budget films, a global team from across countries such as Germany, Russia and the USA is assembled to work in 
tandem with the regional teams.   

In the past few years, Telugu films such as Magadheera, Damarukam and Arundhati have used extensive graphics and 
visual effects to enthrall the audience.  

 “VFX has been successful in transforming itself from being perceived as an add-on to becoming a film 
maker’s aide in storytelling. The growing number of medium budget films increasingly using VFX to 
enhance the quality of their content is a promising sign for the future of VFX in the South Indian film 
industry.”   
 
Sai Prasad, Director, Prasad Group 
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Drivers to using VFX in South Indian films  

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 
 

VFX spend on the rise  

As audiences revel in the visual extravaganza, the number of films with VFX shots has risen remarkably.  Until a decade 
ago, the number of VFX shots in South Indian films was in single digits.  In the last five years, this figure has shot to double 
digits and today it is in triple digits. Further, in big budget Tamil and Telugu films, the number VFX shots comfortably run into 
four-digit figures. Given their high film budgets, Tamil and Telugu films invest heavily in VFX, and this trend is likely to persist 
for the next few years.  
 

Challenges faced by the local VFX industry  

At present, the local VFX industry faces structural challenges such as weak pre-production cycle, shortage of skilled 
manpower and high resource costs.  
 

Collaboration and knowledge sharing is the key to producing high quality visual effects  

Global players, who have set up VFX production units in India, are capitalizing on the cost arbitrage of the outsourcing 
model. At present, their production units are creating high quality visual effects for the overseas audience.  Moving forward, 
global players can successfully tie up with regional players in areas such as content, talent, local know-how and market to 
enrich the bouquet of offerings and satiate the audiences’ craving for VFX films.  

Even though Indian studios and production houses have a good grip of the local pulse, they lack the wherewithal to evolve in 
terms of quality and technology to match up to global standards. Further, investments in the VFX business could mean a 
longer wait for sizeable returns. Hence, sustaining investments over a longer gestation period acts as a deterrent for local 
VFX studios and production houses.  

Given this scenario, collaboration models—with a proper blend of the cultural understanding of regional players and 
technical know-how of international players—could strike the right chord between global and local stakeholders.  

Keen competition in the story 
telling technique 

In the face of competition from Hollywood and Bollywood films, storytelling in South 
Indian films is gradually shifting from traditional methods to using more advanced 
VFX techniques.  

Greater perceived value of 
VFX  

VFX is used not only to enhance production value of films, but also to expound 
complicated concepts in a lucid way. It is looked upon as  cost-effective way of 
showcasing creativity on screen.  

Filmmakers with a greater appetite for risk are allocating budgets for VFX. As per 
industry sources, typically a big budget VFX film in the South today invests to the 
tune of ~ INR 5-10 Crores in advanced visual effects while the medium budget 
category sets aside ~ INR 25-30 lakh for special effects.  

Higher appetite for risk 
amongst regional film makers 

Heightened audience interest 
The number of dubbed Hollywood releases with rich animation and VFX content is 
a clear pointer about the South Indian audience’s fondness for special effects. 
Hence, well-made regional fare with VFX will have a ready audience in the South.  
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b. Animation in South Indian films  

Home grown animation films too few and far between 

Despite the fact that South filmmakers are using visual effects to enhance the overall product quality, an entire film based on 
animated characters is still a rarity4. This is because producing a world class animation film requires huge investments in 
talent and technology; moreover, local production houses have always received a halfhearted response from Indian 
audience who are exposed to the best animation films in world cinema.  

 

 

 

 
 

c. Technological advancements in audio and video  

The 3rd dimension is here  

The use of 3D technology in the South goes back to 1984 with the release of My Dear Kuttichathan5, a 3D Malayalam film. 
Since then, very few films succeeded in drawing similar attention till the launch of Hollywood blockbluster, Avatar. 
Filmmakers and production houses in the South are set to watch this space closely for the next few years6.  

 
 
 
 
 
 

Superior sound technology – Dolby Surround 7.1 

The multichannel new Dolby Surround 7.17 will add two additional discrete audio channels to provide additional depth and 
realism to the film viewing experience in the South. This sound technology is expected to act as a differentiator for audio 
quality in theaters, thus attracting audience back to theaters. 

 

 

  

d. The way forward  
Advancements such as visual effects, 3D, animation, and surround sound are being exploited fully to enrich the quality of 
content and viewing experience in South Indian films.  However, filmmakers need to address the structural challenges in the 
eco-system and exploit local expertise and talent in every dimension of filmmaking to provide more wholesome 
entertainment to the audience.  

  

The upcoming Rajnikanth starrer Kochadaiyaan— a 3D film shot in Motion Capture Technology (MOCAP) that was 
adopted in the epic science fiction film, Avatar,—combines human actors with computer generated animation 
characters.  Indian technicians were trained in MOCAP in Hollywood.   

Dolby 7.1 surround sound which was used in Bollywood film Ra One is all set to enter South Indian Film Industry soon.  

 

Way back in the late 80s and early 90s, the Tamil film industry experimented with animated characters in the film, Raja 
Chinna Roja. In 2007, Inimey Naangathan —made by Mayabimbham Multimedia, a 25-member self-funding studio—
received the “Swarna Kamal” for the Best Animated Feature film. At a larger level, however, such attempts have been 
few and far between.  



 Media & Entertainment in South India  Promising signs ahead   18 
 

2.3 Make a mark in the crossover market  

a. Crossover market in the South 

The crossover trend among the South film fraternity has seen several actors, directors, and technicians look beyond the 
home market to carve a niche in neighboring states that are akin in the socio-cultural milieu and  have a strong fan following. 
This trend is likely to change the overall competitive landscape in the South. 

b. Factors contributing to the growth in crossover market 

 

 
 

 

 

 

 

 

 

c. Dubbed films doing well in the South 

Given the acceptance amongst Telugu audiences, dubbed films from other regional languages are being received well in 
Andhra Pradesh. 2011 saw a number of Tamil, Hindi and English films dubbed into Telugu getting good response at the 
box-office. 1268 dubbed films were released in the state in 2011. Dubbed films such as Dronacharya, Kanchana, Rangam, 
and Na Peru Shiva were highly applauded by the Telugu audience. Eega, the Telugu film dubbed in Tamil as Naan Ee9 , 
had a record turnout in theaters in Andhra Pradesh and Tamil Nadu.  

An appealing star cast that can connect with a wider audience and a strong distribution channel are enabling filmmakers in 
the South, especially in Tamil Nadu and Andhra Pradesh, to successfully attract film fans to dubbed films. Both actors 10and 
directors are benefitting from this crossover trend as they not only get higher business opportunities, but also a larger 
audience and fan following. 

 

 

 

 

d. Dubbed films thwarting the home market 

Successful dubbed films are being increasingly perceived as making a dent in home market production houses. Hence, 
states are looking at enacting measures to restrict the release of dubbed films. Some of these are levying a high tax slab on 
dubbed versions, or putting a cap on the number of screens where a dubbed film can be released. The film fraternity has 
expressed concerns about dubbed films gradually eroding the small budget home-grown films11.  

   
  
     

 

 

In a number of recent films, Telugu actors were roped in for Tamil films such as Payanam, Veppam, and Engaeyum 
Eppothum, which were also dubbed in Telugu.  

Demand for regional films 
beyond the home state 

Dubbed Tamil films in Telugu have all along been popular, resulting in Tamil actors 
and films gaining a strong foothold among the Telugu audience.     

Low publicity cost across 
states   

Publicity cost is a decisive factor in launching a film successfully in a particular 
region. For example, publicizing a big budget film in the Telugu market costs 
anywhere between 0.75 and 1 crore due to the cheaper advertisement rates, while 
the same cost in the Tamil market could be as high as 2-2.5 crore.  

Key regional industry bodies and councils are considering several options to reduce clashes between Telugu films and 
those from other languages.  
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e.  Way forward  

Dubbed films, in fact, could create a healthy competition in the marketplace and impel filmmaker to improve quality across 
the value chain.  As players in the industry open up to the idea of exploring crossover markets, a significant opportunity 
awaits all with the right mix of offerings.    

 

2.4 Professional cost management in filmmaking 

a. Introduction  

With the advent of “corporatization” and the entry of firms like Reliance Big Entertainment and UTV12 into the regional film 
space, there is a move towards integration between the production and distribution systems to make filmmaking a 
commercially-oriented and profit-seeking robust business. In view of this, producers are today looking at hiring professionals 
to keep a tab on the innumerable cost heads and curb cost overruns.  

b. Need for professional cost management in the South13 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

Entry of corporates and big 
studios  

As corporates and big studios like Eros and Fox Star start crowding the regional film 
industry, the need for managing cost has become imperative for success. 
Corporates planning to release multiple films across varied genres are realizing the 
benefit of standardizing business and safeguarding it against the possibility of 
budget overruns. 

Big studios are increasingly looking to tap into low cost high margin regional 
markets. Out of 20 films that are in the pipeline for UTV motion pictures in 2012, 
~8/9 films are South bound. The Tamil film industry specifically is the biggest target 
for big budget films because of its high revenue potential.  

Big budget films with 
organized financing   

In an industry traditionally dominated by freelance specialists who come together 
to work on a project, managing a big budget film with organized financing can drive 
the need for better control and accounting. With banks advancing loans for films, it 
becomes essential to audit the film-making process and manage expenses.      

South—a lucrative market 

The average budget for making a film in the South is much less than a Hindi film 
project. This factor makes the South a lucrative proposition for Bollywood producers 
who have big production houses and intend to foray into the South market. However, 
to enter the market and achieve scale, there is a growing need for professional help 
in making the projects financially viable. 

Increasing promotional 
expense 

Over the years promotional expenses have become one of the key cost drivers for 
film industry. To manage the spiraling cost in both content acquisition and film 
promotions, professional cost management could play a crucial role 
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c. The costing scenario  

Film production in the South has a relatively high dependence on traditional techniques and resources. The industry has 
technically skilled personnel, but the production space faces a dearth of trained resources. Unlike other industries, film 
budgeting is a challenge, given the elements of creativity and the unknown that comprise the entire package. Nonetheless, 
the industry is striving to strike a balance between creativity and planning. To keep a close eye on managing the spiraling 
costs associated with any film, the industry is recognizing the need to carry out market estimation before arriving at the 
budget figure. An important facet of professional cost management is to take into account the salability of a film. For 
example, if INR 25-30 Cr is the estimated revenue projection for a film, estimated cost is to be calculated backwards and 
kept down below the expected revenue level. Another practice that is followed by professionals is to effectively utilize the 
man-hours of technicians through intelligent scheduling while keeping their hourly rate intact14.  Further, film producers are 
also considering additional revenue opportunities in cable and satellite space. Increasingly, this channel is becoming 
important source of revenue for producers. 

 

 

 
 

d. The first steps in cost management 

Players in the South are becoming amenable to seeking professional assistance for controlling production costs. The Tamil 
film Kadal by Mani Ratnam is among the few notable films where professionals were hired to manage the project production 
cost end to end15. Every cost head in the package from location, costumes, labor, and equipment to pre- and post-
production and marketing will be scrutinized by professionals instead of the earlier ad hoc arrangement of picking up a 
production controller from among the film crew.  
 

e. Way forward  

As film financing in the South is largely individual driven, cost control is not managed professionally. However, this is not a 
viable model for big budget multi-genre films. With the entry of big corporate houses, a professional approach to costing 
might be the most logical way forward. 
 

2.5 Use of digital media for marketing and distribution   
 a. Introduction 

The film industry in the South is increasingly harnessing the power of online media to distribute/market its films to a wider 
audience. The phenomenal success of “Kolaveri Di” acted as a catalyst in spurring widespread adoption of the online media 
for marketing.  Producing tailor-made versions of films for various social media platforms is one of the many off-the-hook 
strategies that the industry is exploring currently.     
 

 

 

Various audit firms are now associated with film projects in the South. These firms are targeting big budget films and 
they already have many big studios and production houses such as Adlabs, Star India, Fox Star Studios, Warner Bros, 
and Walt Disney as their clientele.  
 

Big studios are increasingly exploring many opportunities to establish footprint in South film industry. In 2011, Fox Star 
Studios has partnered with AR Murugadoss Productions to  produce Engeyum Eppodhum. This year, UTV Motion 
Pictures has released many Tamil films including Vettai, Kalakalappu, Mugamoodi and Thaandavam 
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b. Essentials for digital marketing  

The industry is increasingly veering towards social media, even though at present there is no yardstick that can determine 
success in digital marketplace. By and large, the industry is taking cues from its past endeavors to fully understand the 
different dynamics16 of online media.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

c. Music distribution 

Music distribution in digital platforms witnessing traction  

The music industry in the South is undergoing a transformation with multiple distribution platforms such as online streaming, 
music kiosks being explored as profitable business models. 

Both mobile and online portals are evolving as vital revenue sources for the music industry. While at the national level, 
websites offer music streaming, regional sites are targeting consumers in the South17. Online music streaming sites are also 
rolling out mobile applications to support consumption through mobile phones.  

The South could have as high as 35-40%18 of the legitimate registered users on music sites, given that the content is 
regional. At present, overseas users are more forthcoming in paying up for online music; Indian users too are opening up to 
the idea of paying for online music. 

Content   
In a creative industry like film making, fresh ideas get easily noticed. These, in 
turn, are shared and talked about in all the social media platforms. Content, thus, 
has the potential to catch the frenzy of social media enthusiasts. 

Presentation 

The unique way in which the song “Kolaveri Di” from the film 3 was presented, 
caught the audience’s frenzy. Presented in the form of a mix dialect using words 
from both Tamil and English, the song went viral in matter of days. The rough-cut 
version of the song showcasing the lead pair and the director of the film also 
helped in its popularity, which led to several remixes, imitations, parodies in 
different languages around the world.    

Audience  

Reaching out to audience and setting the right expectations about the product in 
the online space is vital for the product’s success. Instead of mass marketing the 
film Kadhalil Sodhapuvadhu Yeppadi, the filmmaker opted to promote it on social 
media because the film’s subject would strike a chord with the younger audience 
who spend more time on the web.  

Collaboration 

Industry players are exploring many opportunities to collaborate and build an eco-
system that can leverage synergy across the value chain. For example, Sony has 
collaborated with YouTube to share 50% of its earning from “Kolaveri Di”. 
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Besides, there are a number of other models picking up in the distribution space.  Giri trading, a prominent name in the 
music retailing space, has launched music kiosks in several prime locations in the South. Using this breakthrough business 
model, Giri trading is providing download of legal and copyrighted digital music. The price per track varies from Rs.5 to 
Rs.10 for film content and Rs.5 to Rs.50 for classical and devotional content19.   

 
 

 

 

A significant percentage of music revenue in the South comes from consumer pull in digital media  

In 2011, the music industry represents a sizeable market—INR 900 Cr 20 —in India of which digital music alone contributes 
a whopping INR 520 Cr21. The market is generally driven by customer pull or operator push. “Pull” based models include 
online streaming/download from multiple sources while operator driven models such CRBTs are “push” based. The South 
Indian market is typically strong as compared to national figures in the pull based music content distribution models, while 
other regions typically show an inclination towards push based content distribution models.   

Most of the music in the South belongs to two genres—film and devotional/classic; a 70/30 split is observed in these 
segments.  
 

Potential distribution models  

The four distribution models that are likely to dominate the music firmament are download stores (Nokia), online streaming 
(YouTube), operator based, and embedded business.  

 
Download model 

From the monetization point of view, the download model is likely to be the most sustainable. Players, on their part, are 
focusing on making search more convenient by bringing the right content to the right consumer in the shortest possible time. 
Also, taking a balanced decision on price is important for the success of such models.  

 
Online streaming 

Vivo and YouTube offer significant revenue streams to music companies worldwide through its online streaming of music 
videos. Advertisement supported streaming is a good revenue churner for this space.  

 
Operator based model 

The mobile operator based IVR model has seen limited success and operators are yet to launch any download service. 

 
Embedded model 

The embedded model is being explored by several players and is promising because applications get plugged into devices, 
such as phones, tablets, and TVs making the media experience ubiquitous.  

  

Giri trading has established 40 plus kiosks across cities in South India including Chennai, Trichy, Madurai, Coimbatore, 
Secunderabad and Bengaluru. Out of 2.5 to 3 lakh songs across all genres/languages, these kiosks have registered 
~50000 downloads every month. 
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d. Content distribution 

Existing models 

A clear trend being witnessed is the use of online channels for content distribution, specifically aimed at overseas market 
where the affinity towards the online model is more pronounced. An increasing number of players in the industry are utilizing 
online media to reach the audience through cost effective subscription/advertisement models. Especially in the overseas 
market, where buying physical space is sometimes unaffordable, online channels such as Youtube.com22 can offer a 
convenient medium for distribution23. Global partnerships can create the required platform to boost online distribution for 
films independent of space, time and budget constraints. 

 
 
 
 
 
 
 
 
 
 
 
 
 

Exploring the cloud 

In the West, advanced concepts such as digital library24 on the cloud are being used for content dissemination. Music lovers 
across the globe are already consuming music on the cloud through popular sites such as YouTube. However, the concept 
is yet to see fruition in India because cloud based solutions are still emerging. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

YouTube had launched an ad supported film destination called Box Office in June 2011, followed by a dedicated film 
page. It had later tied up with various film studios to improve their film catalog- and added support for more regional 
languages and content. 

 

The Kannada film Dev S/O Mudde Gowda was premiered on YouTube worldwide (except India) by Cine Curry in 
collaboration with Jade Plant Ventures along with its theatrical release in India. 

Ultra Violet is a new way to enjoy home video entertainment. This cloud based technology enables consumers to 
create personal digital libraries and access films/ TV shows both at home and on-the-go, across multiple devices e.g. 
the TV, the PC, game consoles, smartphones, or tablets through download, streaming and discs. 

 

 “Ultraviolet adoption by the Indian Film Industry can cater to the widespread online diaspora and 
global audience to create unique monetization opportunities for Indian content for global online 
consumption.”   

Ravindra Velhal, Global Content Policy and Standards Strategist, Intel Corporation 
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e. Using new media as a marketing tool 

Film business thrives on promotion. The reigning mantra is better the marketing strategy, bigger the reach. With cyberspace 
offering a wide reach, online marketing/promotion is becoming indispensable. 

Digital and social media as a marketing tool for entertainment products is expected to see increased spends and activity in 
the coming years. The audience using social media has reached a critical mass in India. “Kolaveri Di”25 was the first product 
to have tapped into this realm and more such break outs are bound to follow. 

 
 
 
 
 
 
  

Within three weeks of its release on YouTube, the “Kolaveri Di” video garnered 19 million views and was shared by 6.5 
million Facebook users. It was drawing more than 10,000 tweets daily by the end of its first online week. 
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The film industry is also harnessing the web26 for film promotion and marketing activities. The Malayalam film industry has 
dedicated portals such as onlookersmedia.com27 to handle pre-launch marketing initiatives. Both the Malayalam films, 
Thattathin Marayathu and Salt N’ Pepper are fine examples of how the social media was heavily used to promote the films. 

 
 
 
 
 
 
 
 

 
 
 

 
 

f. Way forward 

Availability of high speed connectivity and Internet penetration are the key drivers for the rapid adoption of marketing and 
content distribution using digital media. Till now, players in the industry are following a freemium model, which is likely to 
give way to a subscription based model in the years to come. The change towards realizing monetization is expected to 
benefit all the stakeholders in the value chain.  

  

www.onlookersmedia.com is a portal that specializes in online promotion, film marketing, web designing and poster 
designing of Malayalam films. It frequently launches various marketing events based on specific themes of a film and 
uses various social platforms to reach out to a wider audience.  

Online games based on films have increasingly been used as a marketing tool for promoting films.   Online mobile 
games made for popular films in Tamil have been well received on the web. 

 

http://www.onlookersmedia.com/
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2.6 Fight against digital piracy  

a. Introduction 

A digital world is not only unleashing new avenues for media to nurture and explore, but is also posing a real threat for 
film/music industry by enabling free access to content ubiquitously. It has the potential to overpower the very base of the 
industry that wants to survive following traditional models alone. Players are already reeling under the initial impact of lost 
opportunities and shrinking top-line and trying to build their armors against piracy which is expected to be a long-drawn 
battle.  

b. Steps taken to curb piracy28,29 

 
  

 

 

 

 

 

 

 

 

 

 

 

                 

 

 

 

 

 

 

 

 

 

  

Collaboration with 
international players to tackle 
the piracy menace 

The Andhra Pradesh Film Chamber of Commerce (APFCC) has joined hands with 
the Motion Picture Association of America to exchange technical know-how and 
best practices to bolster its war against piracy. The joint effort will also help to 
monitor uploading/downloading/streaming of pirated Telugu films in the U.S. 

Designated policy group with 
support from legal apparatus 

APFCC’s anti-video piracy cell, tracks IP addresses on real time basis, to track any 
illegal uploading/downloading of films in cyberspace. A robust legal framework to 
support such efforts is also critical in this war against piracy. Tamil feature film 3 
was protected by the “John Doe” order of the Madras High court to prevent illegal 
downloading or selling of VCDs/DVDs of the film.  

Cooperation from local police 
force 

Apart from strengthening the legal framework, the anti-piracy squad can also take 
assistance from the local police to search the piracy hubs in the city.  

As instances of streaming/upload/download of pirated films are on the rise, industry 
regulators are using various tools to track down perpetrators. The anti-video piracy 
cell in Andhra Pradesh recently released an application to track and report 
occurrences of pirated content. The content owners, on the other hand, are looking 
at using technology to secure their content and take advantage of the opportunities 
presented by the online world at the same time. The application “Egg” helps 
producers to sell rights in a secure way. It also allows authorized users to watch 
films across multiple digital devices. 

Application to monitor pirated 
content   
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c. India to brace itself for advanced anti-piracy technology  

In the international market, value chain players like hardware manufacturers, publishers, copyright holders and individuals in 
digital content distribution business are more likely to use digital rights management (DRM) technology to prevent illegal use 
of content. . However, in India, limited Internet reach and speed are factors inhibiting the adoption of this technology. 
However, with the advent of 4G technology in the next couple of years, players in the film industry could look at 
implementing this technology to their advantage.  

d. Challenges  

Curbing digital piracy has its own challenges. First, spotting the perpetrator in the gigantic universe of the virtual/real world, 
and then going through the legal procedure to bring the culprit to book is no mean feat, especially if the case is registered in 
another city. Keeping abreast of technology and building a robust support system around it, is also not easy. It needs 
significant investment in manpower, technology, and training.       

e. Way forward  

To stem the piracy menace, the film industry is seeking help from IT professionals30 to promote a safer digital world for films. 
As the piracy threat persists, the battle can be effectively fought by spreading awareness and seeking collaboration from the 
society at large.   

  

A John Doe order is a special injunction used in the UK to issue a restrain order against someone whose identity is not 
known when the order is issued. In the digital world, this indictment is handy to track down unknown persons who have 
the tendency to copy and distribute original versions of a film/music. In south, various film producers/music companies 
are increasingly taking help of this order to restrict all unknown persons on the Internet from uploading pirated copy of 
the original work or facilitating a download.  
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2.7 Problem of Skill gap   

a. Freelancers rules Film skill supply 

Media and entertainment industry is reeling under a significant shortage of skilled resources. Across India, ~25% of total 
people employed (including non-skilled laborers) by Media and Entertainment industry earn their livelihood from film sector. 
Also. majority of these resources are, freelancers. On the contrary, a peep into the UK industry statistics reveals, in 2010, 
only ~5% 31 of the total M&E jobs are generated by film sector with a split of 75:25 between employees and freelancers.  

 

b. Demands for varied levels of specialized skillsets  

Filmmaking is complex business. At different stages of a film production, requirement for skilled labor varies based on needs 
for creative contributions. The film crew can be segregated into three broad categories,  high creative inputs, mid-level 
creative inputs and low creative inputs. 

 

 
 

 

 

 

 

 
 

 

 

 

 
 

c. Bridging the gap 

Systematically identifying the requirements for skilled resources and size the training necessities is essential. Along with 
finding ways to decrease the dependency on labor through innovative use of technology can to close this increasing skill gap 
in both quantitative and qualitative front.  

Film institutions along with the larger participation from the fraternity across the country, can play an important role in setting 
standards and grooming talent. Few initiatives such as Media & Entertainment Skills Council (MESC) are steps in the right 
direction.    

  

 
 

 

 

 

High creative inputs 

This segment includes writers, directors, composers, and designers who are 
involved in content visualization phase. This segment also includes actors, 
musicians, singers, stunt artists, the crew with special skills in producing the 
content live on screen. 

Mid-level creative inputs 
Mid-level creative inputs providers are the technicians like junior artists, production 
managers, cinematographers, editors, animators, costume designers, make-up 
artists, and sound technicians. 

Low creative inputs 

This segment includes service and facility providers such as location managers, prop 
dealers, costume hirers, logistics agencies, marketing agencies, financial and legal 
services, distributors, exhibitors, equipment dealers and hirers.   
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Conclusion  

In the years to come, the indications are that South film industry will witness a paradigm shift in the way it produces films, 
accommodates different markets, connects with customers and controls cost. The large customer base and ever growing 
demand for regional films along with technology maturity is expected to attract an increasing number of mature national 
players to the South. 

As the industry continues to grow, it may see the evolution of certain critical themes stated below:  

• A robust support structure built on a global collaborative platform to leverage advanced technologies like visual effects, 
animation, 3D effects and surround sound. 

• The crossover market will continue to drive growth to fulfill the demand for films. 

• A professional approach to contain costs will offer a significant profit boost for corporates as well as big studios who want 
to tap into the large audience base. 

• As the penetration of high speed Internet increases, films distribution and marketing will see more traction on digital 
media.      

• As technology platforms for digital media mature, the industry will need to take measures to protect their products and 
solutions against piracy. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 Media & Entertainment in South India  Promising signs ahead   30 
 

3. Television 

 
 
 
 
 
 
 
 

The Television industry in the South is on the cusp of a new age as it leverages every dimension of its vibrant eco-system to 
create value for all the stakeholders. Many prominent trends have evolved in this space initiated by changing consumer 
preference, technology push, and, in some instances, from opportunities to create/enter new markets.  

Viewers in the South, with an exceptional appetite for regional content, provide a steady source of revenue for broadcasters. 
As consumer show more interest in non-fiction shows, players in the industry are gearing up to air more reality programs. 
This trend is visible across all the four regional states as popular reality shows are being reproduced in regional languages 
to satiate the viewers’ hunger for such content. Even for children, broadcasters are rolling out niche channels with innovative 
and stimulating programs.  

The industry is also leveraging technology to facilitate TV viewing through handheld devices for viewers who are always on 
the move. Even the TV distribution space is witnessing a change with channels ramping up to make way for cutting edge 
digital cable, to provide viewers with a unique viewing experience.  

The TV industry in the South is tapping every opportunity to make its presence felt. Whether it is taking its bucket of 
programs to the national market through intelligent remaking, or reforming its news channels to cater to a discerning 
viewer—the industry is leaving no stone unturned to engage a wider audience base.  

 

 

  

“South Indian television is growing from strength to strength and has become a key market for both 
broadcasters and advertisers. As this trend continues, in a few years from now, one could expect the 
South to outgrow its regional status and reach the next level in the Indian television space.”   

K. Sriram, General Manager, Vijay Television Pvt. Ltd. 
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  Market size 3.1
 

Category 2012 
INR Cr. 

2013P 
INR Cr. 

2014P 
INR Cr. 

2015P 
INR Cr. 

2016P 
INR Cr. 

Advertisement 3,610 4,220 4,890 5,650 6,540 

Content 470 550 620 720 830 

Subscription 8,140 9,020 10,560 12,610 15,170 

Total 12,220 13,790 16,070 18,980 22,540 

 
Table 3.1: Overall market size: TV Industry in South; P: Projected  
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

The overall television industry in South India is estimated to be INR 12,220 Crores in FY 2012. Subscription revenues 
constitute about 67% of the industry revenues while advertisement and content constitute 29% and 4%, respectively. The 
industry is expected to grow at CAGR of approximately 17% to reach INR 22,540 Crores by 2016.   

 
 
Figure 3.1:  Television Industry Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 
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Subscription   

 
Category 2012 

INR Cr. 

2013P 

INR Cr. 

2014P 

INR Cr. 

2015P 

INR Cr. 

2016P 

INR Cr. 

Tamil Nadu 2,940 3,150 3,710 4,460 5,400 

Andhra 
Pradesh 

2,660 3,040 3,550 4,220 5,060 

Karnataka 1,640 1,870 2,180 2,600 3,120 

Kerala 900 960 1,120 1,330 1,590 

South India 8,140 9,020 10,560 12,610 15,170 

Table 3.2:  TV Subscription Market Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

The total subscription revenues in South India are estimated at INR 8,140 Crores in FY 2012. It is expected to grow at 
CAGR of 17% to reach approximately INR 15,170 Crores by FY 2016. 

 
Figure 3.2:  TV Subscription Market Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 
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The Tamil Nadu subscription market generates INR 2,940 Crores in revenues. The Andhra Pradesh subscription market 
generates revenues of INR 2,660 Crores. Karnataka and Kerala generate subscription revenues to the tune of INR 1,640 
Crores and INR 900 Crores, respectively. In 2012, of the total subscription revenues in South India, Tamil Nadu and Andhra 
Pradesh have a share of 36% and 33%, respectively. Karnataka and Kerala follow with a share of 20% and 11%, 
respectively.  

 

 

 

 

 

 

 

 
Figure 3.3:  TV Subscription Revenue shares South India - 2012 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
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The entry of state-run Arasu in TV distribution space has resulted in a significant change in the dynamics of the Tamil 
Nadu TV distribution scene. Subscribers in Tamil Nadu are now being offered cable services at considerably lower price 
points at a monthly charge of INR 70. As a result, the subscription revenues in the state have witnessed growth rates 
lower than other markets in South. However, in the back drop of digitisation directives, it remains to be seen on how 
market participants across distribution platforms react to retain as well as increase their respective consumer bases. 
Going forward, as platforms, products and price points stabilize, Tamil Nadu is expected to reach growth levels at par with 
the other regional markets.  
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Advertisement  

The total TV advertisement revenue in South India is estimated to be INR 3,610 Crores in 2012. This is expected to reach 
INR 6,540 Crores in 2016, growing at a CAGR of 16%. 

 

Category 2012 

INR Cr. 

2013P 

INR Cr. 

2014P 

INR Cr. 

2015P 

INR Cr. 

2016P 

INR Cr. 

Tamil Nadu 1,360 1,540 1,780 2,050 2,350 

Andhra 
Pradesh 

930 1,140 1,330 1,560 1,830 

Karnataka 650 770 890 1,020 1,180 

Kerala 670 770 890 1,020 1,180 

South India 3,610 4,220 4,890 5,650 6,540 

Table 3.3: TV Advertisement Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

 
Figure 3.4:  TV Advertisement Revenues in South India 2012-16 (INR Cr.); P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 
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Tamil Nadu generates advertisement revenues close to INR 1,360 Crores. Andhra Pradesh generates   revenues of INR 
930 Crores. Karnataka and Kerala generate advertisement revenues to the tune of INR 650 Crores and INR 670 Crores, 
respectively. In 2012, of the total advertisement revenues in South India, Tamil Nadu and Andhra Pradesh have a share of 
38% and 26%, respectively. Karnataka and Kerala follow with a share of about 18% each.  

 
Figure 3.5:  TV Advertisement Revenue shares South India - 2012 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 

 

Content 

The total content revenues in South India are estimated to be INR 470 Crores in 2012. This is expected to reach INR 830 
Crores in 2016 growing at a CAGR of 15%. 

 
Category 2012 

INR Cr. 

2013P 

INR Cr. 

2014P 

INR Cr. 

2015P 

INR Cr. 

2016P 

INR Cr. 

Tamil Nadu 170 200 230 260 300 

Andhra 
Pradesh 

120 150 170 200 230 

Karnataka 90 100 110 130 150 

Kerala 90 100 110 130 150 

South India 470 550 620 720 830 

 
Table 3.4:  TV Content Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 
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The Tamil Nadu content market generates revenues close to INR 170 Crores, while Andhra Pradesh generates revenues of 
INR 120 Crores. Karnataka and Kerala attract content revenues to the tune of INR 90 Crores each.  

 

 
Figure 3.6:  TV Content Revenues in South India 2012-16 (INR Cr.); P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

In 2012, of the total content revenue in South India, Tamil Nadu and Andhra Pradesh have a share of 36% and 26%, 
respectively. Karnataka and Kerala follow with a share of 19% each.  

 
Figure 3.7:  TV Content Revenue shares South India - 2012 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
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3.2 Changing dynamics of South TV industry  

a. New content formats evolve in the South 

Even as programs on fiction remain the mainstay, non-fiction shows are steadily gaining prominence among TV viewers in 
the South. TV channels across all the four southern states today are airing popular non-fiction shows. With support from 
advertisers and consumers, this space is looking to experiment in various genres. Game shows, business, fitness, cookery, 
events and devotional programs are gradually carving their own space in an industry hitherto considered a fiction stronghold. 
As channels vie to attract and retain viewers’ interest, this transformation has already started seeing traction amongst 
modern TV viewers.  

As advertisers try to woo younger audiences, the content in the market is gradually transcending from long-drawn soaps to 
shorter contemporary fiction that can attract this target group (TG). Fiction content is getting more oriented to the “common 
man”. 

 

  

 

 

 
 
 
 
 

b. Now and Then 

Till about a decade ago, the majority of the South TV viewers were primarily inclined to watching fiction shows, and any kind 
of programming experimentation was considered an intrusion into the viewers’ staple viewing diet. Given the limited 
reception of non-fiction amongst regional viewers, there was pressure to contain costs and the regional industry had to 
restrict itself to run-of-the-mill shows of average quality. Further, heavy promotion—a prerequisite to attract crowds to an 
unconventional show—was also limited. Thus, there was not much scope for broadcasters to experiment with new formats. 

Over the years, the tastes and preferences of the regional TV viewers have changed, and the industry is now going full 
throttle32 to create differentiated offerings33.  

 

 

 

 

 

 
 

 

 

 

 “The South Indian programming market is on the cusp of change and is exploring beyond the 
traditional bastions of programming. South Indian television has seen a spurt of non-fiction shows in 
the last two years and very clearly broadcasters are making/airing non-fiction and expressing 
interest in attempting new formats, which are more engaging and creating a dent in traditional 
strongholds, highlighting social realism. South, contrary to popular perception, is ready for the big 
transformation and the time is now.”  

Ashok Vidyasagar, Business Director-South, Big Synergy Media Limited  

Big format game shows, which first hit the Tamil TV screens about a decade ago, have increased in popularity over the 
past year. Having a sound understanding of the consumers’ viewing habits and leveraging its experience with reality 
shows, Star Vijay launched new format fiction shows and Kaun Banega Crorepati (KBC) in Tamil, and it has emerged a 
clear winner. 

 

Zee TV’s "Luckku Kickku" is another new format show, which was a big head turner for its innovative programming and 
fresh formats.     
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c. Non-fiction shows catching on 

The inflationary spiral has impelled most middle-class families to cut down on outdoor entertainment and spend time at 
home. Given that the majority of homes in India are single TV homes, the format shows have been able to capture a wide 
range of age groups that fit into the target audience profile of such shows.  

A peep at consumer preference—a critical tool for content ideation—reveals that viewers are ready to see characters in their 
own likeness on screen and are no longer looking for personas that are a figment of the imagination. As viewers want to 
break free from conventional programs and opt for new shows, content producers are taking cues from these critical insights 
and developing product categories that adapt to this shift in consumer preference.  

The trend to view realism or real people facing real situations has been captured in format shows such as Kaun Banega 
Crorepati (KBC) in both national and regional versions where the contestants are ordinary people, facing tough situations in 
life and desirous of overcoming them. Shows such as Kadhai Alla Nijam34 in Tamil have highlighted many topics which are 
considered taboo in the society and offered a platform to create awareness. Other popular non-fiction shows that have been 
trendsetters in the industry are Pyate Mandi Kadige Bandru35 in Kannada, Super singers36 in Malayalam, Chittam Chittam 
Prayaschittam37 and Luckku Kickku in Telugu.  

Considering the popularity of non-fiction shows, regional channels are tying up with international content providers to 
improve the quality and content benchmark of the programs. Sun TV and Endemol joined hands and produced a new format 
game show called Deal aa No Deal aa38.   Kaiyil Oru Kodi – Are You Ready?39 is a game show that has been running 
successfully on Sun TV. Star TV and BIG Synergy tied up to remake KBC in three regional languages.  

While big format shows have been a recent phenomenon, non-fiction programs like game shows—Jaya TV’s Jackpot40, or 
comedy shows such as Kalakapovadhu Yaaru 41have been well received by audiences. In addition, events such as Celebrity 
Cricket League42 have been receiving good traction among South audience. 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

As demand for new format reality shows is on the rise in Karnataka, Suvarna TV has been increasingly experimenting 
with many new concepts. Pyate Mandi Kadige Bandru, a new format show from their stable, is one such show that has 
earned applause from the audience for its innovative format and content selection.   

Kadhai Alla Nijam has won accolades from Tamil audiences for focusing on topics that are considered taboo in the 
society and for acting as a redress forum for many of the victims.  

  

Celebrity cricket league (CCL) is an event format where popular stars from South film industry assemble to play cricket. 
The format has received a positive response from the audience given its ability to provide entertainment by combining 
the film industry with sports.  
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d. Differentiated content offerings: the drivers 

 

 
 

 

 

 

 

 
 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

e. A closer look into the regional version of KBC 

BIG Synergy launched KBC in three regional languages—Tamil, Kannada, and Malayalam—on Vijay TV, Suvarna TV, and 
Asianet, respectively. The show has been customized to factor in the sensitivity and aspirations of the local audience. 
Specialized regional teams from the broadcaster to content producer were brought in to work on the respective languages. 
The common man is the central theme and the hosts are not playing their “larger than life” images. The show is aimed at 
reaching the rural audiences and not just denizens of cities. 

Neengalum Vellalam Oru Kodi43, the Tamil remake of KBC, is one of the largest properties from Vijay TV’s repertoire. From 
increased promotion for boosting participation to tying up with big TV production houses, Vijay TV left no stone unturned to 
make this show successful. Many big brands are showing keen interest in this regionalized game show because of its 
massive viewership on TV. Together with BIG Synergy, Vijay TV is now focusing on its quality of production and delivery 
standards. To host the show, it has roped in a star with a significant fan following in the regional market.  

Demand for reality shows 
amongst mainstream audience 

With social realism having an upper hand over simulative realism, modern viewers 
are ready to lap up programs with themes based on social relevance. Today, 
anything that brings an element of reality into popular entertainment is expected to 
be successful. 

Broadcasters interest in new 
content    

Broadcasters are looking to invest in new content rather than acquire films, which is 
an expensive proposition in the south. 

Content producers are 
increasingly catering to 

changing consumer demands 

Content producers, on their part, are trying to gauge the pulse of the viewers as this 
insight provides critical inputs for content ideation to not just meet but exceed 
consumer preference.  

 

Growing advertisers’ interest 
in regional channels 

Advertisers have realized that the regional audience provides a vast untapped target 
group for their products and services. They are, therefore, channeling resources 
from national to regional channels. This shift has also given an impetus to 
experimentation. 

 “The beauty about Television industry is while it is emotionally draining to create content on tight 
schedule it is equally liberating to see the content come alive and consumed with appreciation.”  

Sanjay Reddy, Managing Director, Dream Boat Entertainment Private Limited  
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Nonetheless, airing new formats such as KBC is still a costly affair for most of the content providers in the South. The real 
challenge will be to retain the audiences’ interest after the initial hype and star attraction fades, and to maintain the same 
appeal in the subsequent seasons. 

f. A challenge for reality TV shows—containing costs 

Relatively lower advertisement rates with respect to national market    

As the advertisement rates in regional TV are relatively lower than the national rate, containing production costs is a real 
challenge for the South TV industry. Typically, for a 22-minute slot, a national channel can prepare content for a budget of 
INR~1.5-2 Cr. while the southern channels can afford to spend a maximum of INR~50 lacs.  

Non-fiction costlier than fiction 

Thus, from a strategic standpoint, only channels with sufficient spending/investment ability have adopted new formats. . 
Broadcasters such as Star network with a bouquet of channels are in a better position to leverage synergy benefits across 
channels/languages. Making a reality show typically costs 4 to 6 times more than making similar fiction content, and it may 
not find an equivalent return on investment. Hence, it may get challenging to create and maintain such formats at the 
regional level consistently.  

Moreover, retaining viewers’ interest for the entire duration of a reality show is not easy. It needs frequent investment in 
concept ideation to match up with the rising bar of consumers’ expectations. On the other hand, creative overheads for a 
fiction show are much less as once conceived the show could typically run for 1-2 years without drastic changes in the 
content or format.  

g. Way forward  

Fiction shows are likely to hold sway in the GEC channel category, chiefly because they have a captive audience and entail 
much less by way of investment from the content provider. FMCGs are traditionally inclined towards fiction as it maps to 
their TG while advertisers of consumer durables, auto and finance have veered to new format shows, given the wider 
audience base.  

Content in any form such as new format shows, events or film premieres are being highly appreciated by the discerning 
regional audiences. Hence, content is gaining increasing prominence and becoming a key asset in the South Indian TV 
industry.  

At the overall level, content in the GEC would more or less remain in sync with the choice or preference of advertisers. Even 
as non-fiction is evolving, fiction shows are also getting a fresh lease of life with contemporary storylines that match up to 
audience’s expectations. With shows like Kana Kanum Kalangal Kallooriyin Kadhai44, broadcasters are going all out to woo 
the younger audience who are not only a safe bet from the their perspective, but also a segment that advertisers are 
targeting—a kind of win-win for all. 

  

By launching a big ticket show on its channel, Star Vijay aims at establishing a strong brand presence amongst Tamil 
viewers. It has tied up with FMCG and real estate brands as the sponsors to the show. 
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3.3 Remake of South TV fiction shows in Hindi 

a. Industry outlook 

The South TV industry is increasingly looking to the North to market many of its popular serials in Hindi. With a focus on 
reaching a wider audience with the right recipe, a majority of the remakes are doing exceedingly well in North India which 
has a distinct socio-cultural identity. The remake trend is all set to grow stronger with an increasing number of South serials 
lined up to be remade on a national scale. This also proves an effective avenue for players in the South to cut down 
production cost while reaching scale and economy. 

b. Key aspects for remaking South TV shows in Hindi 

Remade TV serials are gaining a lot of traction from both the supply and demand side of the value chain, with the following 
drivers playing a critical role in getting unmatched attention from national viewers. 

 

 

 

   

 

 
 

 

 

 

 

 

 

 

 

                 

 

c. Adaption of storylines for national viewing   

Even as it is far more economical to adapt already running scripts than developing one from scratch, production houses 
need to make significant adjustments to the script, so as to cater to the intended audience. Nonetheless, the market is 
opening up to the idea of experimenting with remakes of south regional content in Hindi45. The Telugu soap Shravanti46 is 
now being remade in Hindi as Dil Se Di Dua... Saubhagyavati Bhava tailor made to the preferences of the target market. 
Such shows are being handpicked for remaking as they are the longest and most sought after serials in the South market.  
In most of cases, the Hindi versions continue to garner maximum ratings for their respective channels.  

 

 

 

Popularity of content 

Remade serials have received good response from viewers, encouraging 
producers to continue producing Hindi versions of homegrown South hits. The 
South TV industry, with its rich collection of fiction and stories, has the potential to 
hold viewers’ interest and admiration beyond the traditional market.  

Producers ready to take risks 

Encouraged by the success of homegrown popular serials at the national level, 
producers are taking bigger risks and taking their TV shows at the national level, 
albeit with the right formula to suit the taste of this customer base.  

Adapting to the target 
audience 

Keeping in mind the socio-cultural sensibilities of the target segment, the crux of 
the story is kept intact; but the characterization and storyline are attuned to the 
needs of the audience. 

Sony has recently started Shubh Vivah, an adaptation from its Tamil version Metti Oli.  Metti Oli was one of the longest 
running daily shows on Sun TV.  
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d. Challenges 

Even as remakes of South TV shows are becoming the norm, the stakeholders need to factor in the difference in the 
operating models of the North and South. The TV industry in the South follows a different rights ownership model than in the 
North. In the South, rights mostly lie in the hands of production houses while in the North broadcasters own the rights.  

Being a creative medium, there is no standard recipe for success. Sometimes the remade versions may not run as 
successfully as expected.  

e. Way forward  

Both broadcasters and advertisers are shifting their focus from national to the rapidly growing regional market that is more 
insulated from economic hiccups. The line between the regional and national market in the TV space is increasingly 
becoming blurred as content crisscross  es between the regions.  

The trend of remaking Hindi serials in regional languages started with mythological serials. A gradual shift from mythology to 
fiction has occurred over the years. Star Vijay (Tamil) was successful in remaking shows from the North such as Bidaai to 
Pirivom Sandhippom. The Hindi serial Uttaran released as Sindhu Bairavi47 in Tamil was dubbed. The audience appeal is 
high, given the glamour and grandeur of these shows. With increased investments pours in from all directions, it would set a 
firm platform to generate regional content on a national scale and vice versa. 

  

Balaji Telefilms’ Pavitra Rishta, which has one of the top viewership for Zee TV, was a remake of the Tamil soap 
Thirumathi Selvam from Sun TV’s repertoire.     
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3.4 Kids genre 

a. Industry outlook 

Kids’ channels in the South are doing their every bit to entice the young audience in the 4-
14 age bracket. Early entrants in this space are reaping rich benefits, having captured 
majority of the viewers in this segment; however, recently new regional as well as 
international TV networks, with their bouquet of offerings, are also foraying into this space. 
With a significantly large customer base and a sustained demand for creative programs 
attuned to the needs of this segment, this genre is well poised to see positive growth 
projections in the South.     

b. Kids’ segment—competitors vie for the market share  

Beaming innovative and stimulating programs, regional channels from Sun TV’s 
repertoire—Chutti TV, Kushi TV, Chintu TV, 48 in Tamil, Telugu and Kannada, 
respectively—are constantly rediscovering themselves. Sun TV network is also expanding 
its reach by rolling out a new kids channel for the Kerala market. Maa Junior and Kochu 
TV 49 are among the few newly launched channels in 2011. Each of these regional 
channels caters to the unique behavioral and psychological attributes of its target segment. 

The established international players include Cartoon Network and Disney.  Recently 
Discovery channel entered this specialized space by launching its first ever kids channel in 
Asia—Discovery kids 50 in Tamil, English and Hindi.  

Players in the industry usually source fresh content by obtaining license from their 
international counterparts or co-producing programs with regional players. Various sub 
segments have evolved such as edutainment, fantasy, humor, and action to meet children’s entertainment needs.  

c. Way forward  

Having a potent content supply pipeline from domestic as well as international players, the South is poised to make steady 
strides in the Kids’ category.  
 

3.5 Emergence of a new breed of news channels  

a. Industry outlook 

A new breed of news channels is gaining a foothold in the South. Channels such as Puthiya Thalaimurai in Tamil by New 
Generation Media Corp., V6 News in Telugu by Nikit Investment, and Public TV in Kannada from the Writemen Media stable 
are pioneering independent news coverage. With offerings that span across a wide range of content covering regional, 
national as well as international news, these channels are rapidly climbing up in the viewership ladder.  

b. The mantra to break even  

Investment worth Crores has gone into setting up these news channels, with a sizeable amount earmarked for marketing 
and promotional activities to build brand eminence51. Both advertisers and viewers have shown interest in the news 
channels as is evident from the growing market share52.  

Many of these news channels are following a code of conduct for their employees, including senior management. This 
practice is aimed at ensuring transparency and independence in their day-to-day business for purveying unbiased and 
objective information.  Players realize that unbiased quality content would not only be a differentiator, but also help position 
them as propagators of independent news channels.  
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c. Way forward  

News channels sans political leanings are mushrooming in the South. Driven by their initial success, these news players are 
setting their goals beyond news into other entertainment categories53, as well as the print media54. For the viewers it means 
that they will be spoilt for choice as independent players vie for their undivided attention. 

 

 

 

 

 
  

Nikit investment, the broadcaster arm for V6 news in Andhra Pradesh, has plans to venture into non-news channels 
once its credibility gets established amongst the regional audience.  

Writemen Media’s Public TV, established with an initial investment of ~35-40 Cr., spends 50% of this amount for distribution 
activities while the rest is allotted for marketing. 

Public TV in Karnataka announced its decision to launch one or two entertainment channels, post which it intends to 
enter the print media.   
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3.6 New dynamics of cable TV distribution  

a. Industry outlook 

The digitization spree all over the country along with the downward revision in prices due to heightened competition has 
changed the cable TV distribution dynamics in the South. These factors will bring in changes to the way cable TV 
distributors operate, in the eco-system that feeds it, and, most importantly, in the operators’ ability to better engage with their 
customer base.  

 

b. Digitization of cable TV services: Impact on the industry 

Mandatory digitization of cable TV 

The task of preparing initial setup for digital cable system, however, is facing few hiccups. The June 30, 2012, deadline—set 
by Cable Television Networks (Regulation) Amendment Bill 201155—to roll out digital cable in all cable operated TV 
households in Chennai has been pushed to October 3156, due to delay in sourcing the required number of set-top boxes 
(STBs). However, concerns persist whether small players will be able to successfully execute digitization given the initial 
cost of STBs.     

 
Improved customer experience in digital era  

Once this transition phase is over, customers will see the significant difference in their TV viewing experience. Digitization of 
cable TV is going to counter most of the limitations of analog distribution and will change the industry dynamics for the 
better. It will bring in over 50057 channels with more clarity and increase viewership. Also, growth in niche channels which 
cater to specific genres such as sports, business, and cartoon programs is expected to rise.    

 
High revenue opportunity for broadcasters 

Digitization will prove healthy for the broadcasters as the overall revenue will increase due to better addressability. Most of 
the revenue stream increase will be through rising subscription income from newly added subscribers.   

 
 
 
 
 
 
 
 
* At the time of the interview 

 

c. Competitive landscape   

The Tamil Nadu Arasu Cable TV Corp. Ltd.’s decision to provide cable services at a highly subsidized rate has altered the 
dynamics in the industry. Viewers will be only charged INR 70 58 per subscription against INR150-250 that they have been 
paying. For the consumer, it implies more advanced technology at an affordable cost, but other players in the cable TV 
industry will have to brace themselves to operate under very low margins. This, in effect, may give rise to different 
monetization models as the game may now be volume based. The industry is also likely to witness consolidation among 
cable operators who would find it difficult to operate on their own. 

 “Digitization of cable has a tremendous future and brings in benefits to broadcasters, distributors and 
consumers. If used effectively, digital cable-post its complete roll out-can emerge as a clear winner 
over other platforms.” 

Tony D’ Silva, Group Chief Executive Officer*, Sun Group 
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d. Digital cable to leverage the infrastructure laid down by analog cable players  

The current eco-system, which has a high penetration of analog cable infrastructure, is expected to make room for digitized 
cable TV, to prosper and grow in the South. The penetration of C&S in South is one of the highest amongst all regions in 
India. 

e. Key challenges to digitization of cable TV services 

Sourcing enough set-top boxes at a rate affordable to the end user is, perhaps, the biggest issue facing the industry today. 
There is limited visibility in the industry at this point whether it would meet the deadline again. 

f. Way forward  

At present, both DTH and digital TV players are well positioned to leverage the positive market environment. A successful 
digital cable roll out in the next 2-3 years would provide a healthy competition to DTH players. The critical success factors for 
DTH and digital cable are: 

• Attaining service excellence  

• Owning required bandwidth to house high number of channels at competitive prices  

• Offering interactive features such as video-on-demand and gaming  

 
 
 
 
 
 
 

Customer   

The audience in Tamil Nadu is primarily looking for value for money while 
subscribing to cable TV channels. Barring a niche customer segment that can afford 
DTH connection, other consumers would want to go with players who can provide 
the same service level at a reasonable rate. Expectedly, players with affordable 
rates are likely to garner a larger market share. 

Stiff competition 

The announcement of substantial price cut in cable services has caught the entire 
industry off guard.  Players are going all out to pull customers by offering discounted 
packages and locking in customers with annual deals.  

Channel partner 

The squeeze in margins is adding to the woes of Cable TV operators. Those 
registered under Arasu are notified to charge INR 70 per subscriber, out of which 
operators get only INR 50 and the remaining goes to Arasu. The diminishing per 
subscriber income will have a direct impact on the top-line and result in 
compromising on quality if the volume is not augmented relatively. Hence, players in 
the industry are exploring other feasible options to improve efficiency while bringing 
down cost significantly. 

“The Broadcasting industry is at the helm of change with digitization round the corner, I’m hopeful that the 
industry will witness various changes in the next few years that will be viewer friendly.”   
Anup Chandrashekharan, Business Head, Suvarna   
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3.7 Multi-screening  

a. Industry outlook 

Network providers are today joining hands with media broadcasters to deliver TV content across multiple digital devices. 
This convergence of mobile and TV would not only introduce new revenue streams for both the players, but also change the 
way TV will be consumed going forward.  

 

Early models in the industry: far from the solution  

Currently, the multi-screen market is at its inception stage with players exploring options59 to identify the right monetization 
model.  

 
 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

                 

 
 

  

Over the top   

Over the top model brings TV channels face-to-face with end customers by 
passing telecom operators altogether. The majority share (~60-70%) of the 
revenue goes to the content provider that only pays for the content and 
infrastructure. For customers, this could mean paying separately for data usage 
and subscription, making it costlier than the available models. Zee Entertainment’s 
Ditto TV has deployed this model. 

Partnering with operators 

Partnering with operators that have a steady subscriber base can bring down the 
acquisition cost and leverage the synergies between the media and telecom 
business. However, operators demand as high as 70% of the revenue share. 
Apalya Technologies has deployed this model. 

Embedded in mobile phone 

In this model, a player usually stores content in the cloud to avoid any hardware 
costs. It earns its revenue mostly by partnering with an equipment manufacturer 
who is responsible for all the marketing efforts and associated customer 
acquisition costs. The sticky nature of usage hooks a customer with the mobile TV 
service, and once the trial period is over customers are charged through the 
subscription model. Zenga TV has deployed this model. 
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Unless a robust ecosystem evolves where all the stakeholders in the chain realize value in a transaction, it is very unlikely 
that any of these aforesaid models will sustain in the long run. And, the scenario in the South is no different, but it has a 
distinct advantage in that it enjoys a high technological maturity and a consumer base that is ready to lap up the content. 

 

b. Multi-screen TV viewing is catching up faster than in rest of India    

Industry players in the South are gradually opening up to the prospect of connecting the South Indian consumers across 
multiple technology platforms. The move will bring the elusive second screen to the younger South Indian TV viewers and 
increase their personal TV viewing time. Already, at least one regional channel per technology platform is available in the 
South today.  

For a region that boasts of rich content along with consumers who are keen to experiment, this could mean a significant top-
line potential. Hence, distribution technology providers are eyeing South as a market to widen their consumer base as they 
distribute dedicated programming content. 

 

 

 

 
 

 

 

 

c. Customer pull and affinity to regional content triggering rapid uptake  

Convenience of online TV – Regional channels in the South are already in possession of a ready customer base online, 
which is driven by the convenience of watching live TV online. A good indicator for this growing market for digital content 
would be the demand for digital music in South.  

Overseas market potential – Well-connected and technologically advanced overseas market also presents a sizeable 
opportunity for multi-screen TV viewing. Especially, Tamil and Malayalam markets have a substantial cross border following 
due to the large overseas diaspora population. Many local TV channels have already started taking their content to overseas 
markets targeting the high value customer segment. 

Consumer affinity for regional content – The South TV market is well known for its rich content that resonates well with 
the consumers. 

Delivery through online 
players 

This model uses online streaming to deliver TV content to its viewers. It has the 
potential to generate substantial advertising revenue while incurring low 
infrastructure cost. However, as the sector is yet to reach the desired volume and 
frequency of purchase, it will take some time to pull in adequate number of 
advertisers in this space. With heavy usage, it can spike the data bill for 
customers. 

 “Regional channels have a strong captive audience, and the quality of local content has also 
improved due to competition among regional TV channels. On the mobile and Internet platforms, the 
regional footprint is evident. In order to address audience from all South states, Mundu TV has a 
portfolio comprising all South Indian regional languages in all genres like 
news/entertainment/music/movies and kids.”   

Deepali Narsiker, Head - Content Acquisition & Alliances, Geodesic Limited 
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Technology advancement – As the rollout of 4G and LTE technology approaches, players are bracing up to leverage the 
surge in high-speed connecting devices in South India and to publish more content online. And the consumers from the 
South are expected to be early adopters of such platforms given their digital maturity levels.    

 

 

 

 

d. Multi-screen TV in South: an emerging market waiting to unleash its full potential  

The South could have as high as 35-40% 60 legitimate registered users in various online channels for music and content. 
The streaming model is also gaining ground in the South as it spreads its presence across all four regions. Regional sites 
such as Raaga, Galatta, and others are targeting consumers from the South exclusively. To boost content download, 
players in the industry are constantly focusing on making search faster as well as setting the right price for their offerings.  

However, usage and growth of online and mobile technology for TV viewing is yet to make an impact in the South. For a 
broadcaster, content is the key and, at present, there is no clarity on the way content would be used and monetized in an 
online platform. Hence, broadcasters are taking a wait and watch approach to get a clear picture on the business models for 
these online players. Further, broadcasters are also apprehensive about their content being available over the internet and 
losing its value.  

 
Early days for domestic multi-screen viewing in South, but overseas markets have a definite potential  

In-home TV viewing is still a popular medium among family audience who are the biggest segment for the South TV 
industry. Multi-screen viewing is largely confined to news and is yet to catch on in a big way. Multi-screen viewing could 
appeal to audiences who are staying away from their native lands and crave for local content. For multi-platforms to evolve, 
high quality content and dedicated programs need to be developed to attract and retain the widespread consumer base. 

 

South: A nascent market with high growth prospect  

Mobile TV in the South is well poised for growth with high speed internet connectivity becoming increasingly available. 
Currently, about 80 million people access the internet on their mobiles while another 10 million use other handheld devices 
such as tablets and e-Readers to surf the net. Out of these 90 million mobile internet users, sticky mobile TV subscribers 
account for only 8% of the market, i.e., 7.2 million. With an average spend per users in the range of INR 300-900, the total 
market size is estimated at ~ INR 450 Cr61. Currently, the South market share is as low as 15%-20% 62, primarily because 
the industry has been a late entrant.  

 
Models that might get traction in future  

Currently, the industry follows a freemium model that aims at achieving maximum flexibility by offering both free and 
premium channels to its subscriber base. However, a sample based approach could evolve which first tries to engage the 
consumer by offering free content for a certain period. Subsequently, depending on the consumption pattern and the 
willingness to pay, the operator gradually begins to charge for its content. Overall the industry may benefit more by moving 
towards a subscription based model.  

 

Distribution technology providers opine that broadband is affordable and fast enough to support mobile TV streaming. 
With 4G and LTE making data consumption comparable to wired broadband services in both speed and price, the 
wireless mobile TV scenario will undergo a change. 
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e. Way forward  

High 3G rates, low bandwidth availability coupled with reluctance to pay for online content are some of the challenges in the 
path of a consistent, enriched and personal viewing experience for end users.  Within the next 1-2 years as these challenges 
are overcome and widespread adoption of multi-screen TV viewing follows, TV content will need to be protected with 
appropriate digital rights to prevent viewing across multiple devices. Most importantly, all the value chain players in this 
business need to embrace this new media with its unique revenue potential. This will pave the way for formation of a robust 
ecosystem in future.  

 
Conclusion  
The South television industry is expected to witness favorable changes as it continues to reinvent itself and explore newer 
horizons. With a rich repertoire of content, a captive customer base and a strong distribution network, it will attract an 
increasing number of advertisers and investors at both the regional and national level to drive future growth in this space. 
However, certain facets that will prominently manifest themselves in the years to come are:  

As the technology platform matures for multi-screen viewing along with a robust policy framework, TV viewing in the South 
will achieve its full potential, providing enriched experience for a larger customer base. Strategic interests of both the 
advertiser and broadcaster will determine the contribution of fiction and non-fiction programs in any entertainment channel.  

The content flow between the North and South will continue, driven by a strong consumer demand and advertisers’ interest 
in tapping into the rapidly growing regional market. Both a fast-growing customer base and digitization of cable services will 
facilitate uptake of niche channels. The Kids genre in the South will see more participation from regional, national and 
international players in the industry. The entry of new players will make the TV news space more competitive, even as 
players focus on providing unbiased national and local content that will have a broader appeal with the viewers. 

Finally, the various players will face their acid test after the roll out of digital services. They will need to maintain their 
positions in the industry while ensuring service excellence across all their offerings. 

  

“The South General Entertainment channels are increasing their focus on the Fiction genre; movies 
continue to be the key genre of family entertainment at weekends. Innovative nonfiction shows with 
good production values are well accepted by the viewers. ”   

Anup Chandrashekharan, Business Head, Suvarna   
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4. Print 

 

The Print media in the South is embracing many favorable changes in a bid to cater to the diverse reader segments. Both 
English and vernacular dailies are exploring many strategic options to make their mark in this highly competitive market. 
From churning out quality content and colorful packaging to leveraging new media channels, they are trying all possible 
means to attract and engage the readers in the South.  

To reach scale and economy, players are increasingly utilizing their deep pockets and professional management capabilities 
to drive further competition. As the rural market has also experienced significant growth off late, many players in the industry 
are now looking to expand their distribution beyond cities, with the right mix of strategy and business acumen. Many of them 
are now collaborating with other players in the value chain to penetrate the rural market and grow the overall pie. 

Realizing the potential of the digital media and, the fact, that it is the platform to reach out to younger audiences, the industry 
players are testing many business models to identify the right monetization opportunities in the online space.  

 

 Market size 4.1
 

Category 2012 

INR Cr. 

2013P  

INR Cr. 

2014P 

INR Cr. 

2015P 

INR Cr. 

2016P 

INR Cr. 

Tamil Nadu 1,980 2,180 2,430 2,700 3,020 

Andhra Pradesh 1,680 1,820 1,990 2,150 2,360 

Karnataka 1,350 1,440 1,580 1,680 1,840 

Kerala 1,255 1,385 1,550 1,690 1,890 

South India 6,265 6,825 7,550 8,220 9,110 

Table 4.1: Overall market size: Print Market in South; P: Projected  
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

The overall print industry in South India is estimated to be INR 6,265 Crores in FY 2012. The industry is expected to grow at 
a CAGR of approximately 10% to reach INR 9,110 Crores by FY 2016.   
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Figure 4.1:  Print Industry Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

 
Figure 4.2:   Print Revenue shares South India - 2012 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
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Vernacular Market 

 
Category 2012 

INR Cr. 

2013P  

INR Cr. 

2014P 

INR Cr. 

2015P 

INR Cr. 

2016P 

INR Cr. 

Tamil Nadu 680 770 870 990 1,120 

Andhra Pradesh 760 850 940 1,040 1,170 

Karnataka 430 470 530 570 650 

Kerala 1,100 1,220 1,370 1,500 1,690 

South India 2,970 3,310 3,710 4,100 4,630 

Table 4.2: Overall market size: Vernacular Print Market in South; P: Projected  
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

The overall vernacular print industry in South India is estimated to be INR 2,970 Crores in FY 2012. Kerala contributes 37% 
of the total vernacular print market in South, Andhra Pradesh and Tamil Nadu contribute 26% and 23%, respectively. The 
industry is expected to grow at a CAGR of 12% to reach INR 4,630 Crores by 2016.   

 
Figure 4.3:  Vernacular Print Industry Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 
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English Market 

 
Category 2012 

INR Cr. 

2013P  

INR Cr. 

2014P 

INR Cr. 

2015P 

INR Cr. 

2016P 

INR Cr. 

Tamil Nadu 1,300 1,410 1,560 1,710 1,900 

Andhra Pradesh 920 970 1,050 1,110 1,190 

Karnataka 920 970 1,050 1,110 1,190 

Kerala 155 165 180 190 200 

South India 3,295 3,515  3,840 4,120 4,480 

Table 4.3: Overall market size: English Print Market in South; P: Projected  
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

The overall English print industry in South India is estimated to be INR 3,295 Crores in FY 2012. Tamil Nadu contributes 
39% of the total market; Andhra Pradesh and Karnataka contribute 28% each. Remaining 5% of the market is contributed by 
Kerala. The industry is expected to grow at a CAGR of approximately 8% to reach INR 4,480 Crores by 2016.   

 

 
Figure 4.4:  English Print Industry Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 
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4.2 Steps toward digital media  

a. Industry outlook 

Players in the South print industry are gradually embracing the power of digital media by taking cues from their western 
counterparts. The time that would ideally be spent by their young subscriber base in reading newspapers is getting divided 
amongst multiple activities like Facebook, Twitter and other social media platforms. Thus, newspaper houses are today 
targeting forums where the younger audiences can be engaged for a longer time, that is, online media platforms. Apart from 
the traditional print media, most of them are making their content available over the web and mobile. Apart from mobile sites, 
they are also creating applications for multiple smartphones and tablets.  

At present, users are unwilling to pay for online news, but the industry is exploring strategies to woo online readers into 
paying for digital consumption. It is trying to monetize digital content through both subscriptions and advertising; however, 
most of the revenues currently continue to accrue from advertising.   

 
    

 

 

 

 

  

“Yesterday newspaper was the source of conversations; today social media is the conversation.” 

Arun Anant, Chief Executive, The Hindu Group of Publications (Kasturi & Sons Ltd) 
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b. South print industry is embracing digital media   

Mobile apps 

Going by the worldwide trend, most of the big newspapers in the South have created mobile applications for their digital 
business. Malayalam language daily Malayala Manorama has launched NewsHunt63 to enable mobile viewing across all 
GPRS enabled handsets. The Hindu has also come up with an application for Nokia 64 users to allow access to its news 
items on the go. Tamil vernacular daily, Dinakaran has mobile application for its iPhone, Android readers. These 
applications are offering a new mode to access news headlines, stories, and advertisements on different digital devices.  

 
Tailor-made news for online platform 

Currently, the download to pay ratio is not very encouraging as the willingness to pay for news items online is still very low. 
However, featured content specially designed for online platform usually finds lots of takers online. Hence, print players are 
positioning these apps as a launch pad to target high value customer segments who appreciate unique content. The Tamil 
daily Dinamalar65 is exploring many options to monetize the mobile platform by offering exclusive content to its mobile 
subscribers.  

 
Video feed 

The most sought-after content on the Internet is usually enriched with a wide range of rich media including multimedia, 
interactive elements, etc. Following the national trend, many print houses in the South are directly posting videos from news 
channels onto respective news portal to pull readers online. Times Now, a 24-hour news channel from the Times Group, 
supplies videos for Times of India (TOI) website. Similarly, Malayala Manorama also draws video content from its news 
channels.     

 
Engaging readers  

Newspapers are also exploring many new formats for increasing reader engagement. Ente Nadu66, a project driven by 
Malayala Manorama, is one such initiative aiming at engaging the local audience in the process of creating products that 
meet their expectations.  

The offline print media acts as a catalyst to drive traffic to online channels, which provide a platform for users to interact and 
build communities around various topics that interest them. These platforms are also enabling local advertises to connect 
with their respective target segments through various activation programs.  
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c. Initiatives by Malayala Manorama in the digital world 

One of the largest vernacular newspapers in India, Malayala Manorama (MM), has taken firm steps to make its presence felt 
in the digital media. Apart from creating applications for multiple smartphones and tablets, it has also launched multiple 
digital portals catering to the unique needs of its diverse customer segments. The list of such digital properties includes 
Manoramaonline.com (regular Malayalam news website), Gulfmanorama.com (Gulf news website), Manorama Classifieds 
(classified news website) and Manorama Horizon (education website). 

Consequently, the online channels have become very popular among MM’s customer base. A sizeable overseas diaspora 
market that has limited access to MM’s physical media has shown a keen interest in consuming news online. MM leverages 
its traditional media platforms such as newspaper, TV, and publications and follows a cross promotion model to boost 
visibility of its online properties. All the top advertisers are listed with MM’s online business, which is indicative of the 
success of this initiative.  

In keeping with the worldwide trend, MM intends to charge its customers for consuming unique content online in the near 
future. Currently its customers are paying for value added services such as astrology on MM’s sites.  
 

d. Digital strategy for print media: leading examples67,68,69 

Industry players are adopting many strategies such as freemium models, channels partnerships, use of analytics to drive 
new revenue opportunities in online space. 

 

 

 

 

 

 

 

 

 

 

 

                 

 
 
 

 

 

 
 

 

 

Freemium models 

Most of the players in online newspaper business first attract subscribers with free 
offerings. Once the subscribers are used to free news items, the subscription 
model kicks in and readers are charged subsequently. Pricing can be decided 
based on the type of content and devices. 

Partnerships 

Several newspapers are partnering with leading search engines and networking 
sites. These partnerships enable faster “time to market” for online offerings and 
target content at new customer segments as well. For example, New York Times 
has forged partnerships with leading web players such as Google (for content 
partnership), Monster Inc (to launch co-branded web-sites), Yahoo! (for advertising 
& search services) and LinkedIn (for targeted content & ads). 

Use of Analytics 

Regular analysis of online behavior of readers helps to design specific offerings for 
target segments. This strategy aims at wooing advertisers as they would find this 
analysis valuable and pay a premium for online promotions through newspapers. 
For example, New York Times has developed deep knowledge of their readers by 
analyzing and predicting usage, behavior and preferences over various media 
platforms on a regular basis. 
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e. Stumbling blocks  

Players in the industry have been struggling for a while now to find the right monetization opportunities. Several factors are 
adding to their woes. In the online reading space, a newspaper today faces competition from other newspapers, blogs, 
social networking sites, TV channels, etc. Pursuing advertisers in this highly crowded online space70 is becoming extremely 
challenging. The current macro-economic situation is also forcing corporates to cut down on advertisement budget. 
Moreover, the promotion on digital media is still at its infancy with players in the industry still trying to qualify the real value. 
Hence, the demand of advertisements in digital media is shrinking; on the other hand, the presence of a large number of 
online players vying for advertisement on their websites is creating abundant supply of digital space, swinging the ad rates in 
the advertisers’ favor. As a result, the ad revenue for digital print that comprises the bulk of online revenue for newspapers is 
shrinking.  

 

 

 

 

The cost side of the profitability equation is not any better. The high manpower cost involved in creating content on digital 
print is further deteriorating the profitability of online players.  

 

f. Way forward  

As online market evolves, usage of mobile apps by readers would be as pervasive as googling. Drawing customers to this 
evolving market would be largely determined by the ability to provide seamless experience across platforms, by the use of 
analytics and by forging partnerships with key stakeholders and enablers. In next few years, as the technology platform for 
digital media matures further, players in the industry might find ways to collaborate and come up with innovative strategies.    

 

4.3 South India: battleground for English dailies 

a. Introduction 

Traditionally, South India has been a stronghold of English newspapers. This has been aided by the outstanding literacy 
rates in southern states. Kerala is the most literate state in India with a literacy rate of 93.9%.71 The presence of a 134-year-
old industry veteran like The Hindu bears testimony to the fact that people in the South have embraced English dailies.  

Though online advertising has seen significant traction and is likely to reach INR 1,500 crore in the next 3-4 years, 
newspaper publishers will get only a small percentage of that pie. 

New York Times has recently launched paywall to push most of its content at the back of a payment firewall. This allows 
reading 10 free articles per month and a daily limit of 5 free articles for a given search engine. This move towards 
charging users for online content proves to be working as the newspaper has seen its digital subscriber base increasing 
from 281,000 to 324,000 as a result of this advanced technique. 

Yahoo India has joined hands with Malayala Manorama to launch a co-branded portal called malayalam.yahoo.com, 
which is designed to offer online news for Malayalam speaking audience across the world. Yahoo and Tamil daily 
Dinamalar have also launched a joint portal in Tamil to offer regional content. Yahoo claimed that the Tamil site saw an 
increase in page views to the tune of 160% in December 2011.   
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Thus, it comes as no surprise that national English dailies are taking note of the opportunity that lies down South and are 
launching editions across South India. In the face of stiff competition, even the industry veterans are taking a relook at their 
business models. They are increasingly shifting control into the hands of professional management and are taking several 
initiatives to prepare themselves for these new competitors.  

India is the largest newspaper market in the world with a paid circulation of over 110 million and is one of the few markets 
worldwide which is still seeing robust growth.72  It would be interesting to see how this space evolves in South India with 
respect to the English dailies. 

 

b. Drivers for the growth of English dailies in the South  

 
 

 

 

 

 

c. Reboot of the traditional players: case studies 

Industry veteran adapts 

The Hindu—a part of the print industry since 1878 and one of the leading English dailies in the South—recently started a 
makeover exercise by enriching its cover stories with graphics and photos. Its sister publications (The Hindu Business Line, 
Frontline and Sportstar) are also getting a facelift as The Hindu Group takes steps towards optimizing costs and increasing 
the circulation of its publications. 

Besides, the group is also trying to use translated podcasts to widen its reach to Tamil and Telugu speaking audiences. It 
also launched a school edition of the newspaper in April 2012.73  

The Deccan Chronicle gets a facelift 

Deccan Chronicles Holding Ltd (DCHL), publishers of the English dailies—Deccan Chronicle, Financial Chronicle, and the 
Asian Age—and the Telugu daily Andhra Bhoomi—is on its way to revamp and restore its publishing business. 
 

d. New markets and new products 

Gone are the days when newspapers restricted themselves to providing just news. Newspapers across India have started 
addressing pertinent lifestyle issues and topics through supplements, ancillary tabloids74, and other formats75. Not only does 
this bring about freshness and topicality, but it also helps newspapers to go beyond just providing news and opinions, thus 
attracting a larger reader base76 and creating the “stickiness factor” amongst its readership.  

 

  

Higher literacy rates and comfort 
with English 

A majority of the population in the South are comfortable with the English language. 
The high literacy rates in the South Indian states acts as a catalyst in this regard. 

Rise of cities with cosmopolitan 
population 

Over the years, Bangalore, Hyderabad and Chennai have grown as IT hubs. More 
recently, Thiruvananthapuram, Coimbatore and Trichy are growing as industry 
hubs. All these cities boast of a large cosmopolitan population that is comfortable 
with English. 
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 e. Interesting times ahead 

National players have upped the ante by publishing dailies in several cities in the South. Not to be outdone, local players 
have also braced themselves by diversifying their portfolios with differentiated offerings for the target audience. Players are 
gradually moving beyond tier I cities to unlock monetization opportunities in smaller tier II and III cities. Overall, the future of 
English dailies is poised for an interesting phase as they compete with one another for a larger share of the readership pie.  

 

4.4 Increase the reach: New mantra in Karnataka  
a. Looking beyond Tier 1 cities 

The Karnataka print industry is on a massive expansion drive as it is looking to explore new frontiers in the home state and 
beyond.  Players in the industry are increasingly opening up to the idea of creating new opportunities by increasing 
readership penetration in tier-II and tier-III cities. With a portfolio of offerings designed to target wider segments, this trend is 
likely to unleash growth in the overall Karnataka print industry.  

b. Expanding beyond home market 

Kannada Prabha77, one of the top players in Karnataka print industry, is all set to explore new market opportunities beyond 
South. It is planning to enter the market in New Delhi to offer newspapers in a different socio-cultural landscape.  

Following the change of majority ownership a year ago, this newspaper is looking to bring in more organic growth; 
expanding circulation and, at the same time, consolidating its position in the existing market.  

 

 

 

 

 

 

 

Deccan Chronicle has launched a monthly tabloid called Café Chronicle in association with Café Coffee day. Focusing 
on youth-oriented infotainment, the 16-20 page tabloid—with a total circulation of ~2 lakhs across all Café Coffee day 
outlets—has seen a steady growth in advertising. 

The Hindu has launched a monthly tabloid called “Watches, Luxury and Beyond”. Published on the last Saturday of 
each month, the tabloid with a total circulation of 3.5 lakh copies is targeted at high net worth individuals, managers, and 
people belonging to higher SECs. 

The content, as the name suggests, includes a gamut of luxury products and services like high end automobiles, 
watches, jewelry, and fashion.  

The Karnataka based English daily Deccan Herald, established in 1948, launched its Delhi edition in December 2011. 
Its publishing was earlier limited to just nine editions in Karnataka.  

In mid-2012, Kannada Prabha is trying to enter New Delhi with an initial circulation of 20,000 copies. 
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c. New player’s entry with a focus to create new horizons 

Entry of new player with good potential 

In April 2012, the daily Vijaya Vani was launched as a direct competition to the top players in the state. Its proprietor Vijay 
Shankeswar, who has experience about the print media, is believed to have pioneered the art of quality report writing with 
focus on a youthful tone and striking presentation to fuel readership and create demand78.  

Current Strategy 

Vijay Vani is expanding its presence in tier-II and tier-III cities such as Gangawati and Bagalkot in Karnataka. The 
newspaper has already covered key cities and plans to roll out circulation across 10 more cities in the next one year. A 
significant investment79 has already been made at this stage, and it has also started to set up its own printing locations 
across the state80.   

Impact in the industry  

As the industry gears up to face any possible disruption in the market, players are going all out to expand the distribution 
network and introduce new publications in their portfolio of offerings for the diverse reader categories.  

 

d. Way forward  

As the market evolves, the print media moguls are, on one hand, trying to retain their positions by revamping product 
offerings and exploring new territories, and, on the other, ensuring quality and economy. 

 

4.5 Major stumbling blocks to the industry’s growth 
 
a. Introduction 

Nationwide, the print industry faces some prominent challenges, and the South print industry is no exception.  

Majority of the revenues come from advertising and advertising revenues are typically correlated with movements in 
macroeconomic indicators such as GDP growth, consumption growth and liquidity. Given that the macro economic 
projections for the country are cautious, there could be pressure on advertising revenues for the industry.  

The print industry would be further impacted by cost pressures due to increase in newsprint prices and dollar appreciation. 
Also, digital media is seeing a lot of traction from advertisers and has registered the highest growth amongst all media in 
terms of advertising spends. With growing Internet penetration and adoption of social networking, digital media could 
hamper the preference for print media unless the industry adopts and makes its presence felt on the digital platform as well. 
 

b. Advertising spends and macroeconomic scenario 

The provisional data released by the Government of India in August 2012 pegged India’s economic growth81 at 5.5% for the 
quarter ending June 2012—the slowest in the last three years. Projections for the entire fiscal year 2012-2013 are also not 
optimistic82 compared with the kind of growth India has seen earlier in the decade. High fiscal deficit, decline in private 
investments and a stagflation like environment are billed as the primary reasons by forecasters for a weak economic growth 
rate in India.  
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Morgan Stanley cut India’s economic growth forecast to 5.1%. In July, India’s central bank revised GDP growth 
projection to 6.5% for 2012-2013 from 7.3% estimated in April 2012. IMF has also revised its growth projections for India 
to 6.1% from 6.9% for the same fiscal year. 

There is a strong correlation between advertising spends and economic growth. Weaker sentiments pertaining to economic 
growth are bound to adversely affect the advertising spends. This could be more pronounced in the case of advertisers 
belonging to sectors like BFSI, education, retail and telecom. This could have a severe bearing on the industry as 
advertising is the biggest contributor to its revenues.83  

 

c. Cost pressures 

Newsprint cost is one of the largest operating cost heads in the industry currently and accounts for nearly 40%-50% of the 
total operating costs. Domestic newsprint prices had increased by 13.4% between 2010 and 2011.84  These costs would 
have to be completely absorbed by the companies themselves. Intense competition prohibits them from passing on the 
increasing costs to the consumers by raising cover prices. This would have a direct adverse impact on the EBITDA margins 
of the print companies.  

 

Further, sharp devaluation of the Indian Rupee against the U.S. dollar would impact the cost of paper, ink, plates and energy 
that is bound to rise. 

The Directorate General of anti-dumping and allied duties (DGAD) had released preliminary findings on the subject of anti-
dumping, regarding import of digital offset plates from China and Japan. An increase in duties is bound to increase the 
production costs for the print industry as a whole. 85 

 

d. New kid on the block: digital media 

According to industry estimates, the percentage share of total advertising pie accounted by the print media is gradually 
reducing86. One of the primary reasons for this is the rise of the digital media.  

The younger generation now demands on-the-go availability of content on a variety of mobile devices such as smartphones, 
tablets, and e-book readers. With the proliferation of new channels for reaching end customers, the print industry needs to 
take notice and have a digital strategy drawn out. Even though Internet penetration in India is relatively low (~10% as of Jan 
201287), it is bound to rise with the increase in smartphone penetration and the government’s drive to expand the broadband 
reach. 

Regional newspapers may not consider digital media as a direct threat to their existence in the short term, but they do need 
to take cognizance of the digital media and start formulating strategies to hold their own as market dynamics change. 

 
 
 

The newsprint price reached its zenith at INR 43,500 per tonne in 2008, but subsequently bottomed out at INR 25,500 
per tonne by the end of 2009. Subsequently, it reached a high of INR 31,000 per tonne in 2011, an increase of ~22%. 
Increased transportation charges due to higher crude oil prices have also been responsible for the increase in the cost of 
newsprint. 
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Conclusion 

The South print media is witness to several emerging trends such as improving product offerings with the use of technology, 
increasing circulation in tier-II and tier-III cities and bringing out several print editions of a daily, as well as striking 
partnerships in the online business given the young readers’ penchant for viewing content online.  

From the business viewpoint, print houses are streamlining operations and revamping their portfolios to lure the readers and 
to keep costs under control.   As both the national and local players cast their nets wider to encompass tier-II and tier-III 
cities, it will be interesting to observe how they evolve in the midst of changing market dynamics while maintaining the 
quality of content delivery and profitability.  

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

  

“Vernacular newspapers will have a healthy growth provided they start getting higher rates than what 
English newspapers get in metros like Mumbai, Delhi, Bangalore, and so on. Research is showing that 
Vernacular newspapers deliver better in all SEC segments, especially the premium ones. India's growth 
has moved towards the non-metros and tier 2 and tier 3 cities will surely benefit. This ultimately should 
help the vernacular press.”   

Jayant Mammen Mathew, Deputy Editor and Director, Malayala Manorama 
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5. Radio 

 

 

 

 

The radio industry in the South is gearing itself to meet the needs of its diverse and highly demanding audience.  From 
innovation at the content and programming levels to leveraging digital media, the radio is making use of every growth lever 
to effectively tap into and engage the growing listener base. 

The cultural diversity of cities in the South has propelled the demand for differentiated content on radio. Various channels 
are, hence, offering customized content to attract and retain audience attention in a marketplace which is increasingly 
becoming crowded. 

As radio transcends national borders, FM channels are preparing themselves to launch mobile radio applications, which give 
users the flexibility to engage with the channels independent of the location. 

Realizing the medium’s far-reaching potential, advertisers have also jumped on the radio bandwagon. In fact, radio 
activation programs like regional music awards and talent hunt shows are being designed to specifically to engage the target 
audience. No wonder these programs are garnering good traction amongst advertiser as well as the audience. 
 

5.1 Market size 
 

Private FM Radio industry 
 

Category 2012 

INR Cr. 

2013P  

INR Cr. 

2014P 

INR Cr. 

2015P 

INR Cr. 

2016P 

INR Cr. 

Tamil Nadu 140 175 215 260 315 

Andhra Pradesh 70 90 110 130 160 

Karnataka 115 140 170 205 245 

Kerala 40 50 60 70 85 

South India 365 455 555 665 805 

 
Table 5.1:  Private FM Market Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

 “The South is a crucial part of the radio universe. It has a strong listenership in all the four states. In 
fact, even in Phase III, the South has more than a fair share of the expansion opportunity.”   

Prashant Panday, Executive Director and CEO, Entertainment Network (India) Limited 
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The total revenues for private FM radios in South India are estimated at INR 365 Crores in FY 2012. It is expected to grow at 
CAGR of 22% to reach approximately INR 805 Crores by FY 2016. 

 
Figure 5.1:  Private FM Radio Market Revenues in South India; P: Projected 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
Projections are Deloitte estimates and predictions 

 

Private FM Radio Market revenues in Tamil Nadu are close to INR 140 Crores.  Karnataka market generates INR 115 
Crores revenues. Andhra Pradesh and Kerala generate revenues to the tune of INR 70 Crores and INR 40 Crores, 
respectively. In 2012, of the total revenues in South India, Tamil Nadu and Karnataka have a share of 38% and 31%, 
respectively. Andhra Pradesh and Kerala had a share of 19% and 12%, respectively.  

 
Figure 5.2:  Private FM Radio Revenue shares South India - 2012 
Source: 2012 numbers are captured and extrapolated through industry data and estimates 
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5.2 Trends in Advertising  
 

a. Introduction 

The vibrant media, impressive headway made by the radio along with a sizeable listener base—all add up to a growing 
market for media advertising. Many large FM stations have claimed to run advertisements for 20-25%88 of the total airtime. 

 

b. Growing advertiser interest in radio 

A strong retail market for radio advertising 

Radio is one of the preferred media for advertising by the retail industry, chiefly because of its high brand recall value. The 
Chennai radio industry, a highly retail oriented market, is expected to see significant growth in investment from the retail 
sector. Currently,  ~60% 89 of the total advertising revenue is driven by retail in this city  and at the national level, retail 
contributes ~45% 90of the total advertising revenue. Besides the retail sector, jewelry, real estate, FMCG, consumer 
durables, textile and hospitality sectors also contribute significant portion of their marketing budget on radio promotion. 

 

Growing radio promotion to ramp up visibility, new market innovation and strengthening channel 

Advertisers in the South are using radio to drive brand visibility, launch products, and to create a larger consumer base. Star 
Health insurance has built its brand around promotions on radio. Local players like GRT jewelry, having stores in Tamil 
Nadu, Andhra Pradesh and Karnataka use the radio for promotions. In B2B space, Bharti Cement has used radio along with 
other mediums. It has utilized its chain of dealers to build its distribution channel covering Andhra Pradesh, Karnataka, and 
other states. 

 

Growing advertiser interest in radio 

Seeing the positive impact of radio campaigning, advertisers are increasingly opening up to the idea of promoting their 
products on radio... Some renowned internet conglomerates spend as high as ~50% 91of their marketing budgets on radio 
for a few of their select brands and ~30-40% on digital marketing. 

 
c. Way forward 

Target segment differentiation and innovative content is likely to draw more listeners to the radio, which, in turn, would 
attract more advertisers for radio promotion of their products and offerings. 

 

5.3 Innovation in programming and beyond 
 

a. Introduction 

Programming content on radio is today the driving force to attract and retain listeners. Further, programming needs to be up-
to-date to reflect the contemporary preferences of the listeners. 

Radio channels in the South have recognized this and used it in their favor to make it the most successful regional radio 
industry in terms of user acceptance. 92 Localization is one of the key advantages of radio as a medium and the players 
have fully leveraged it. Programming is not only localized to each state’s community, but further refined to the tastes of the 
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urban and rural populace of specific regions within the state. Radio stations in the South have further strengthened their 
engagement with audiences by creating a strong connect based on local customization. 

Until recently, however, the customization was limited to only music with most programming centered on music. However, 
slowly, but surely, stations are diversifying into different kinds of content and activities in order to differentiate and suit the 
listener’s palate.  
 

b. Potential drivers for innovation 

 
 

 

 

 

 

c. Complete control in the hands of the listeners 

Findings of a survey conducted by a radio station in Chennai at the beginning of the current year revealed that rather than 
listening to music in the program, most listeners were being subjected to an excess of RJ talk content. Moreover, the 
repetition of the same content across channels was causing “fatigue” and ennui among the listeners.  

In response to the feedback, the radio channel gave complete control of the program in the hands of listeners. It was 
decided that all music content would be based only on user requests93 with minimal but tailored RJ interaction. This is a 
classic example of differentiation aimed at focusing on format radio rather than generic radio. 

 

d. Commitment to social causes 

Realizing the power of the medium to reach a wide mass, radio channels in the South are spearheading campaigns such as 
BIG FM’s “Green Ganesha” and Chennai Live’s “Mr. Auto” to make people aware of the common issues plaguing the society 
and create a positive impact on the environment, society and people. Such campaigns involve high-intensity on-air and on-
ground activities, which result in a higher audience engagement. 

 

 

Targeting new segments 
Differentiated content helps cater to a wider target audience. Non-film content like 
international music also differentiates the radio station and provides interested 
advertisers with a niche customer segment rather than a mass-audience. 

Phase III to open more 
possibilities 

Multiple frequencies and varied content formats such as sports, current affair, etc., will 
drive content innovation amongst players. Such additional channels, especially in 
metros can lead to emergence of niche and non-commercial content. 

Radio One Chennai announced in April, 2012 that it has become a 100% Tamil request station. The entire playlist would be 
completely decided by users alone. Also, the talk would be minimal and tailored towards specific target audience of Radio 
One. The channel would dedicate 80% of air time to music and 20% to interactions with listeners. 

In other markets around India, Radio One has also tried hands at differentiation based on target audience preference in 
specific cities. It has become a 100% international radio station in Mumbai and Delhi, playing only English music while it 
continues to play Hindi music in Bangalore and retro Hindi in Kolkata. 



 Media & Entertainment in South India  Promising signs ahead   68 
 

e. Going beyond vernacular: English 

The overwhelming demand for film music on radio stations was cited as one of the chief reasons that stifled creativity in 
program content and homogenized content across stations. However, FM stations in the South are now opening up to non-
film content that is gaining acceptability.  

The increase in ad-rates by differentiated channels94 in Chennai is indicative of the fact that advertisers are pulled towards 
differentiated content. Although such radio stations cannot be termed as a mass-radio channel, they claim to have a better 
customer connect because they target a specific listener segment. And, certain brands may be looking at targeting just that 
customer segment. This is also referred to as perception buying, where the advertising relationship could be governed by 
the differentiated nature of the station rather than its actual listenership.95 

 

 

 

f. Programming beyond music 

Despite the majority of programs being anchored around music, radio channels have started looking beyond music 96 to 
provide differentiated content97 that will hold on to the listeners’ attention span.   

 

 

Conclusion  
Even as film music will continue to be the favorite program format, newer and fresher program formats are expected to find 
their own space as players try to differentiate and achieve “customer stickiness”. 

 

 
 
 
 
 
 
 
 
 
 

There have been instances where differentiated stations in Chennai have raised their ad rates. Having raised their rates by 
40%-60% in 2012, they have also displayed an intention  to hike them further in the next fiscal as well. 

Radio Indigo enters its fifth year of existence in Bengaluru and plays only international music catering to the young and 
cosmopolitan crowd. 

Radio city Chennai has also tried its hands at various programming formats, apart from music. Ragasiya Police Badava 
Group 911 is one such talk show that solves social issues in a comic way. Sirupu don is another show targeted at finding the 
wittiest Tamil jockey. 

Radio Mango, one of Kerala’s leading FM stations, has dedicated an entire week to the art of mimicry. A team of mimicry 
artists mimicked the Radio Mango station jingle right down to instrumentation as well.  
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5.4 Region specific activation 
 

a. Introduction 

As a strategy towards brand promotion and engaging listeners in a meaningful way, radio industry players in the South have 
launched many localized activation programs. Various formats such as regional music awards and talent hunt shows have 
seen good traction so far. For companies, these activation programs create the ground for a 360 degree media promotion to 
connect with their various target segments and communicate product offerings in a way which is live and engaging.  

b. Localized activation: cases explored 

BIG FM is creating intellectual properties to run campaigns across TV, radio, print, and films. Among its properties are a 
student activation program, BIG regional music award, TV/film awards, and other properties around specific occasions98.     

 
 

 
 

 

Radio Mirchi is one of the early entrants in the activation business. It was started as an initiative to promote the power of 
radio in October 2001, the very year in which the channel was launched. Now, the activation caters to different promotions 
and sponsorship events.  

 
 

 

 

 

The “WagonR Smart challenge” program—launched by 92.7 BIG FM and Maruti Suzuki—was rolled out in 16 cities in the 
South. Promoting the WagonR brand, the show aimed at attracting and engaging smart listeners  with the promise of a 
WagonR Duo and other exciting prizes if they won. The program was spun around themes such as smart shopping, smart 
saving, smart driving, smart parenting, and smart grooming. 

92.7 BIG FM has also launched an annual regional music award to celebrate the spirit of local music. The program, besides 
nurturing local talent, provides lots of fun activities for its audience—karaoke sessions, voting for your favorite singer, the 
opportunity to appear on the show and more. It aims at reaching a wider audience base through its countrywide drive.  

 

In its fifth consecutive year, BIG FM’s BIG Green Ganesh campaign (BGGC) makes devotees aware of the adverse impact 
of immersing non–eco-friendly Ganesh idols in water bodies. The crusade avows to encourage people to use eco-friendly 
idols of the elephant God. As part of this campaign, listeners on the show are urged to pledge their support for the cause by 
donating waste paper. The collection sites are announced in the program and listeners are thanked “on-air” for their 
participation in the drive. Information on pandals (marquee) installing papier-mâché idols is propagated on air and through 
visits by celebrities. 

For the third consecutive year, Radio Mirchi’s 98.3 FM held the Mirchi Music Awards to honor the best performer of 2011 in 
the music industry across the southern states. Apart from 13 film music awards in various categories in each regional 
language, special awards such as Lifetime Achievement Award and the Jury’s Special Recognition Award for outstanding 
contribution to music were given away.  
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Conclusion 
The fact that radio can help to establish a personal connect with its listeners is, perhaps, one of the key reasons to choose 
radio as a supportive media for these campaigns. This factor also makes it easier for media planners/marketers to reach out 
to the prospective buyers through better brand recall. 

 

5.5 Digital touch points for listener engagement 
a. Introduction 

Digital media has been effective in pulling users due to its ease of use and ubiquity. Its fast growth has prompted the radio 
industry to notice and attempt to utilize the digital platform through a variety of means in order to maintain customer 
engagement and enable higher brand recall.  

Radio channels are also trying to explore opportunities within the mobile value added services space (mVAS). A few radio 
channels have also tried to reach their audience through DTH services. Operators down South are also exploring 
contemporary avenues like podcasts and platforms like YouTube and SoundCloud to expand their reach. 

The growth of the Internet, increase in smartphone penetration and proliferation of social media have not only provided a 
whole new platform for radio fans, but these newer avenues are also likely to play a  crucial role in how the overall strategy 
for the radio is charted. 
 

b. Drivers for exploring digital touch points 

 

 

 

 

 

 

 
 

 

 

 

c. Social media for higher customer engagement 

Radio stations in the South are active on social media platforms such as Twitter, Facebook and Google +99. On each of 
these sites, they have created dedicated pages catering to various cities and radio jockeys use these tools to network with 
their fans, share videos, music and pictures, as well as the latest gossip100. Some stations have been using these portals for 
running contests and to launch other events and properties.  

  

Growth of digital media 

The widespread use of both the Internet and smartphone along with the government’s 
focus on increasing broadband penetration would give a fillip to digital media platform. 

New channel for customer 
engagement 

Digital and social media provide a more direct and interactive forum for engaging with 
customers. Through constant crowd pulling and other activities, social media channels 
ensure a higher brand awareness and recall.  

Access beyond geographical 
limits 

Digital and social media have made it possible for radio channels to transcend beyond 
geographical boundaries and provide a platform for users to access the content even 
from beyond their native city, thus, ensuring continuous engagement with the 
brand/station. 
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d. Internet based and media sharing platforms 

Radio stations are also using other online media platforms for ensuring a wider presence. Private FM radio companies such 
as Radio Mirchi have established their own YouTube channels to offer customized content for Tamil, Telugu and other 
South Indian audiences.101  

Companies such as BIG FM have now turned to online media sharing platforms like SoundCloud102 to interact and to enable 
content consumption without being  “physically” present in that specific geography. This expands the user base and is 
especially appealing to overseas listeners craving for vernacular content. Companies are also using podcasts as a medium 
to reach listeners. 

Companies like My FM have also started leveraging the smartphone app marketplaces for higher customer engagement. 
Their smartphone applications allow users to interact through various ancillary activities such as Facebook, YouTube 
discussions, direct participation in contests, and reminder for favorite shows on My FM.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Big FM Chennai’s RJ Balaji has been using digital and social media for the “Crosstalk” segment on his show “Take it easy”. 
By the end of 2011, his Facebook page had over 6 million hits through SoundCloud and over 2.75 lakh “likes”. 

Their BIG Green Ganesh Facebook application had received more than 70,000 hits in just two weeks, and its Facebook 
page crossed more than a lakh “likes”. 

Radio Mirchi has Twitter handles for a majority of cities including Bangalore, Hyderabad, Chennai, and Vijayawada. Using 
these, it receives song requests from people and, also, updates them with the latest happenings and gossips. 

Big FM Chennai crossed six million hits on the SoundCloud for the “Crosstalk” segment. Apart from India, users from 
countries like the U.S., the UK, UAE, Singapore, Seychelles, Germany and Spain also downloaded content. 
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e.  Radio as Mobile Value Added Service 

Radio channels are also providing content as a mobile value added service (mVAS)103. They have tied up with content 
aggregators and mVAS companies104 like Hungama 105 and OnMobile to enable radio listening on the mobile without any 
embedded application or internet connectivity. The access to mVAS radio service is generally subscription based through a  
toll free number. The usage of charged telecom shortcodes is also prevalent for providing this service. 

 

f. Conclusion  

Operators in the radio broadcasting sector are today using the digital and social media for innovative ways to engage old 
and new audiences; thereby making radio listening more interactive and enabling reach to a wider customer base. 

 

Conclusion 
As the use of digital devices increases in the South, radio listeners are likely to opt for channels that provide variation in 
programming content and formats. This experimentation would not only help in retaining listeners for a longer haul, but also 
possibly play a crucial role in drawing more advertisers for radio promotions. Following the implementation of Phase III, the 
majority of South radio channels would be interested in exploring innovative formats for differentiation.  These 
experimentations would not only help in retaining audience to a channel for a longer haul, but would also possibly play a 
critical role in drawing more advertisers for radio promotions. 

In the long run, the radio as a medium for launching brand promotions and ad campaigns is poised for a bright future.  

 

 

 

  

Red FM along with Hungama mobile has tied up with Uninor to enable its subscribers to listen to their hometown radio 
station by dialing a toll free number. The access would be charged at INR 10 per week with a usage of up to 100 minutes. 
Among the southern states, it covers the radio stations based out of Chennai and Bangalore. 

My FM has launched an android based app aimed at increasing brand engagement. It features alarms and reminders for 
shows, connectivity with social media networks and provision of participation in contests and song requests. 

Big FM has tied up with Spice digital to offer live FM on mobile for Airtel subscribers. It also plans to provide personalized 
recommendations to users, channel language selector as well as special content such as new movies, celebrity specials, 
etc. 
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6. Direct tax - Overview of the Domestic 
tax in the Media and Entertainment 
Industry (M&E) 

6.1 Film Industry 
a. Furnishing of Statement 

A person carrying on the production of a cinematograph film is required under the Income-tax Act, 1961 (ITA)1 to furnish a 
statement in a prescribed form2 to the assessing officer. The statement is required to be submitted per film per year within 
30 days from end of the previous year or completion of the film whichever is earlier stating the details of persons to whom 
the aggregate payments exceeding  INR 50,000 is made during a year. The non-compliance of the above provision could 
attract penalty under the ITA3.  

b. Deduction of cost of production/ cost of acquisition of distribution rights of Feature Films 

Specific rules have been prescribed in relation to the deduction of expenditure permissible on production of feature films/ 
cost of acquisition of distribution rights of feature films.   

Cost of production  

The rules link the deduction allowable in respect of expenditure incurred on production of feature films with the release of the 
feature film as under:  

Particulars  Release of films 90 days before 
end of the Previous year  

Quantum of cost 

of production deductible 

Where the right of exhibition of 
film is sold  in the previous year 

Not Applicable Allowable  

Where the film producer exhibits 
the film on commercial basis 
and/or sell all the rights of 
exhibition of the film during the 
previous year  

Completed Allowable 

Not Completed Deduction allowed to the extent of amount 
realized from the release of film and balance 
amount of deduction of the expenditure 
allowed in the subsequent year 

Where the film producer does 
not exhibit the film on 
commercial basis and/or does 
not sell the rights of exhibition of 

Not Completed No deduction would be allowed.  

 

The entire cost will be carried forward and 

                                                                 
1 Section 285B of the ITA 
2 Form 52A of the Income-tax Rules, 1962 (‘Rules’) 
3 Section 272A of the ITA 
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the film during the previous year  allowed as deduction in the subsequent year 
on the release of the film.  

 

The cost of production means the expenditure incurred on the production of the film except that incurred on preparation of 
the positive prints of the film and in connection with the advertisement of a film, after the same is certified for release by the 
Board of Film Censors.  

Sale of rights of exhibition also includes the lease of such rights or their transfer on a minimum guarantee basis. 
 

Cost of acquisition of distribution rights of feature films  

The rules links the deduction allowable in respect of expenditure incurred on acquisition of distribution rights of feature films 
with the release of the feature film as under:  

Particulars  

 

Release of film 90 days before 
end of the previous year  

Deduction of cost of acquisition of 
distribution rights 

Where all the rights of 
exhibition of film is sold  in the 
previous year  

Not Applicable Allowable 

 

Where the film distributor 
exhibits the film on a 
commercial basis and  and/or 
sells the  rights of exhibition of 
the film during the previous 
year  

Completed Allowable 

Not Completed Deduction allowed to the extent of amount 
realized on the exhibition/sale of distribution 
rights of the film. The balance amount would 
be allowed as deduction in the subsequent 
year 

Where the film distributor 
does not exhibit the film on a 
commercial basis and/or does 
not sell the rights of exhibition 
of the film during the previous 
year   

Not Completed No deduction would be allowed.  

The entire cost will be carried forward and 
allowed as deduction in the subsequent year 
on the release of the film 

The cost of acquisition of distribution rights in relation to a feature film means the amount paid by the film distributor to the 
film producer or to another distributor for acquiring the rights of exhibition and, where the rights of exhibition have been 
acquired on a minimum guarantee basis, the minimum amount guaranteed, except the amount of expenditure incurred by 
the film distributor for the preparation of the positive prints of the film and the expenditure incurred in connection with the 
advertisement of the film. 
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c. Tax Issues:   

Exhibition of film on Commercial basis 

The rules refer to the exhibition of film on commercial basis. However, the mode of exhibition is not prescribed. The question 
arises whether the exhibition of feature films refers to exhibition of film only in cinemas or would cover exhibition of film other 
than in cinema.  

The Mumbai Income-tax Appellate Tribunal in the case of in the case Vieshesh Films Pvt. Ltd v. DCIT4 has held that as the 
mode of exhibition of film is not stated, the exhibition of film on television would also be covered.   

Deductibility of expenditure not covered in ‘Cost of Production’ 

The Rule defines the cost of production. The expenditure which are not covered under the rule, whether would be allowed 
as business deduction under section 37(1) of the ITA. 

The Madras High Court in the case of Prasad Productions Pvt. Ltd. v. CIT5 held that the specified rule does not have 
overriding effect on the provisions of the ITA. Expenditures that cannot be deducted under the specified rule could qualify for 
deduction subject to the expenditure laid out or expended wholly and exclusively for the purpose of the business under 
section 37(1) of the ITA.  
 

d. Recommendation 

The limit of reporting prescribed under the ITA for the producer of cinematograph film may be increased. 

Specified rule requires 90 days to be completed from the release of the film before the end of the previous year for allowing 
deduction of the entire cost of production and cost of distribution of films. In today’s arena, where the life of the film is very 
short, it is recommended that the above requirement of 90 days be either reduced or removed.  
 

e. Advance tax payment in the case of release of a film 

The release of feature films and their profitability are subject to a high degree of uncertainty. The estimation of profits for 
production companies for the purpose of discharge of their advance tax liability is always a challenge. Failure to pay 
advance tax on such unforeseen profits can result in levy of interest under sections 234B and 234C of the Act. 

It would help the M & E Industry if the above practical difficulty is addressed and a relief is provided in the provision relating 
to the levy of interest under sections 234B and 234C of the ITA.  

 

6.2 Television Industry 
 

a. Withholding tax issues 

Payment made to production houses  

The television channels makes payment to the production house for the production of television programs. The payment 
made to the production house whether would be categorized as payment for the work done under a contract or the payment 
for carrying out the professional or technical services.  

                                                                 
4 26 SOT 64  
5 179 ITR 147  
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The Delhi High Court in the case of Prasar Bharati v. CIT6 held that such payment would fall for the work done under a 
contract.   

Discount given by television channels to Advertising agencies  

The television channels during the course of business provide discount to the advertising agencies for the booking of airtime 
of the channels. The question arises as to whether the discount provided by the television channels could be categorized as 
payment in the nature of commission or brokerage and accordingly liable to withholding tax7 under the ITA.  

The Kerala High Court in case of Prasarbharti Doordarshan Kendra v. CIT8 held that there exists a principal-to-agent 
relationship for such transactions and the agreement entered by the parties is nothing but an agency arrangement. The 
discount therefore is in the nature of commission liable to withholding of income tax under the ITA. .  

It would help the M &E Industry if a clarificatory circular is issued in the above aspect.  
 

b. Depreciation on the Integrated Recorder Device (IRDs) 

IRDs are used by the production house. The functions of an IRD are similar to that of a computer system. The question 
therefore arises as to whether the depreciation rate prescribed under the ITA for the computer could be applied to IRDs.  

The judicial authorities9 in connection with the printer and scanner have held that they are eligible for the depreciation rate 
prescribed for the computers. The same analogy could be useful for IRDs. 

 

6.3 Music Industry 
 

a. Deductibility of cost of acquisition of license/copyright in music  

The deductibility of cost of acquisition of license/copyright in music has been a peculiar issue. The issue is whether such 
cost would be capital expenditure entitled to depreciation or is it in the nature of revenue expenditure.   

The judicial authorities10 have taken a view that payment for acquiring music right is in the nature of raw material and hence 
revenue in nature.   
 

6.4 Radio Industry 
 

a. Deductibility of license fees by Radio Broadcasters 

Radio broadcasters are required to pay license fees, viz. one-time entry fee and recurring annual fees, to the government as 
per the terms of license. 

The issue that arises is whether such fees are in the nature of revenue expenditure to be claimed as deduction in the year in 
which it is incurred or is in the nature of capital expenditure entitled to depreciation at specified rates. 

It would help the M & E Industry if a circular is issued in the above aspect.   

 

                                                                 
6 292 ITR 580  
7 Section 194H of ITA 
8 325 ITR 205  
9 280 ITR (At) 74 (Kol Tribunal), 41 ITD 349 (JP Tribunal) 
10 82 ITD 641,, 2010 TIOL 671 , 48 ITD 145 , ITA No. 719 & 720/Hyd/2011   
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6.5 Transfer Pricing 
 
Transfer pricing until now was applicable to companies having cross border transactions with their associated enterprise.  

However, the Finance Act 2012, honoring the Hon’ble Supreme Court ruling in case of CIT vs. M/S Glaxo Smithkline Asia 
(P) Ltd11, expanded the ambit of transfer pricing to specified domestic transactions entered between domestic associated 
enterprises within India during the previous year 2012-2013. The above provision would be applicable when the aggregate 
value of the transaction entered into by the assesse with its domestic associated enterprise exceeds INR 50 million. 

With this amendment, taxpayer will have to determine an arm’s length price for such transactions by following prescribed 
methods as provided in the ITA and also maintain contemporaneous documentation.  

Conclusion 

The M&E Industry has been contributing substantially to the ex-chequer. In return, the Government may come up with clarity 
on various debatable issues affecting the industry and provide income tax sops for keeping the camera rolling.  

 

 

                                                                 
11 195 Taxman 335  
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7. Indirect tax – Impact of Goods and 
services tax (GST) on Media and 
Entertainment Industry 

7.1 Introduction 
 
SeA series of legislative changes since the past two years changed the face of the indirect taxes in general and service tax 
in particular.  The initial change was brought about by the introduction of the Point of Taxation Rules 2011 with effect from 
April 1, 2011 up to the recently introduced Negative List based taxation of Services.  The introduction of the said Negative 
List of Services has been slated to be a precursor to the future Goods and Service Tax (GST) Regime, which would 
eventually affect each and every industrial sector. One such sector which has seen a wide range of transformations post 
introduction of the negative list of services is the Media and Entertainment Sector since involves transactions pertaining to 
both tangible goods and intangible services.  

The Negative List of Services has specifically excluded 17 services from the Service Tax purview. It appears that certain 
transactions of the media and entertainment sector seems to have been kept outside the service tax ambit in the negative 
list regime. Some transactions outside the scope of service tax are the sale of space or time slots for advertisement other 
than advertisements broadcast by radio or television, temporary transfer or permitting the use or enjoyment of a copyright 
relating to original literary, dramatic, musical, artistic works or cinematograph films, admission to entertainment events or 
access to amusement facilities etc. In addition to the negative list of services, services rendered by way of training or 
coaching in recreational activities relating to arts, culture or sports and services by a performing artist in folk or classical arts 
form of music or dance or theatre, when provided by any entity other than a Brand Ambassador are exempted from service 
tax.  
 

7.2 Impact on the Film Industry  
The Indian Film industry consists of films produced across India which covers its diverse cinematographic cultures. The said 
industry enjoys recognition from the Indian audiences as well as viewers located across the world.  

Under the present tax regime, producers of a film are subjected to service tax, state specific Value Added Tax and Customs 
Duty on procurement of inputs and certain services pertaining to the film production and distribution. The technological 
transformation of the import of content on various digital media is recognized by the Government which can be noticed from 
the fact that a relief to the film industry is given by making Customs duty applicable only in case of to the material value of 
the master tapes import of motion pictures and treating the intangible portion of granting the right to use as a service. 

Film producers are also subjected to VAT on various production procurements such as renting of media equipment and 
immovable property for media recording, costs incurred on food, costumes office equipment etc. Besides the above, Service 
Tax is also applicable on various procurements such as photography / video services, sound recording services, promotion 
of brand of goods services etc.  
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The normal business practice prevailing in the industry is that the producer of the film who owns the intellectual property 
rights of the film, temporary transfers the rights to a person (normally a distributor or a sub distributor), who in turn enters 
into an agreement with the exhibitor (theatre owner) for screening of the film produced. Distribution agreements could be 
entered into in various forms ranging from a lease/ distribution license on an outright basis, or operation on a minimum 
guarantee basis to an arrangement which is partly on a minimum guarantee basis and partly on a refundable basis or wholly 
on a refundable basis.   

Specific exemption provided to the activity of transfer or permitting the use or enjoyment of a copyright relating to 
cinematograph films has opened the doors for revisiting the transactions to see whether service tax exemption has been 
really beneficial or the same is restricting the smooth pass through of the indirect taxes in the chain of transactions. The 
importance of changing the revenue model in light of the changes in service tax has become a subject matter of discussion 
in recent times. 

Besides service tax, there is also a levy of VAT on transfer of right to use copyrights of a film considering them as intangible 
goods. The multiple indirect taxes on same transactions with very minimal opportunity of claiming credit of taxes, has been a 
cause of concern. In addition to these levies, even stamp duty on the agreements has also turned out to be an important 
cost to be factored. 

In light of these multiple taxes, the industry seeks introduction of a common Goods and Service Tax and the current 
proposed structure of GST appears to be a solution to the problems arisen on multiple indirect taxes being levied on the 
transactions. The proposed GST regime seeks to implement a Dual GST model in India wherein a Central GST (CGST) and 
a State GST (SGST) regimes co-exist. Service tax is proposed to be subsumed under the CGST while State Value Added 
Tax is proposed to be subsumed under the SGST. One of the anticipated features of the proposed GST scheme to be 
applicable is that credit would be seamless which ultimately result in reduction of cost. 
 

7.3 Impact on TV Broadcasting  
 
The number of Television households in India is estimated to be around 147 million. The cable industry has grown from 0.4 
million cable homes in January 1992 to an estimated 94 million cable television homes in 2011. Further there were around 
20 pay channels in 1995, whereas today there are more than 800 channels registered with the Ministry of Information and 
Broadcasting out of which around 167 are pay channels.  

The television media industry operates on similar lines as the film industry. Professionals render services to the Program 
Producer. These services comprise of acting, photography, video and sound recording etc. Also State specific VAT would be 
applicable on several inputs sourced like media equipment, office equipment, renting of set locations etc. While the current 
negative list / exemptions have kept the services with regard to copyrights pertaining to cinematographic films, the outflow of 
indirect taxes in the broadcasting sector have not changed as the entire revenue from broadcasting business continues to 
be subject to service tax. 

It is therefore, the VAT that is currently being paid on various procurements that the industry is looking out for ways to set off 
and reduce cost and GST seems to be a solution whereby the taxes paid on procurement could be off set against the taxes 
to be paid on the revenues. 
 

7.4 Entertainment Tax in India 
 
In India, Entertainment Tax is levied on every financial transaction that is related to entertainment such as movie tickets, 
major commercial shows and big private festivals. As per the Indian Constitution, the revenue collected from Entertainment 
Tax is reserved primarily for the State Governments. Accordingly the rates for entertainment tax across the media sector 
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vary based according to the state in which they apply. Several States provide a flat rate of entertainment tax irrespective of 
the cost of the ticket or the type of movie being screened as against a slab wise levy for entertainment tax prevalent in less 
number of states. States like Andhra Pradesh and Tamil Nadu grant benefits under entertainment tax for screening of 
regional films, which has been subject matter of litigation before various courts. The varied rates of entertainment tax 
prevalent in different States do not provide a level playing field for players in the industry existing in different parts of the 
country. Coupled with this, is the fact that there is no other tax with which this entertainment tax can be offset or vice versa. 

These specific facts lead to a debate as to whether Entertainment Tax shall be subsumed under the SGST levy. The Draft 
Constitutional Amendment Bill 2011 for GST allows local bodies to levy a supplementary entertainment tax, over and above 
GST. The additional tax would impose a significant burden on the film industry. To avoid complexities of taxation which is 
one of the main objectives of GST, several representations have been made to the Legislative Authorities that Entertainment 
tax be fully subsumed in the GST without creating a window for their levy at the local level. Industry players desire a 
seamless, uniform tax structure put in place to countervail the variances of entertainment tax which varies across different 
states. Such a move would also facilitate distributors to explore new untapped markets of Rural India and increase their view 
base. 
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