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Summary

Free TV Australia appreciates the opportunity to make a submission to the Digital Platform
Services Inquiry Report on Social Media Services Issues Paper (Issues Paper).

In this submission we have focussed on the following issues:

o the continued dominance of Meta’s Facebook and Instagram services in the markets for social
media services and display advertising services;

o the regulatory solutions required to address this market dominance; and

o the prevalence of scam advertising on social media services and the urgent need for this to be
addressed.

The ACCC, in its previous investigations, found that Meta has substantial market power in the
market for social media services, through its ownership not only of Facebook but also of
Instagram, and in the market for display advertising services. Meta continues to be dominant in
both markets. Meta’s ongoing dominance means it acts as a gatekeeper to Australian consumers
and is an unavoidable business partner for Free TV Australia’s members.

While the enactment of the Mandatory News Media Bargaining Code has provided a remedy for
the competition issue associated with the lack of remuneration for news content, further
regulatory change is needed to address the bargaining power imbalance that Meta’s dominance
creates, in order to benefit consumers.

Free TV Australia has made submissions to the ACCC regarding the required regulatory
interventions in other inquiry processes, including to the ACCC’s current inquiry into the need for
a new regulatory framework for digital platforms (ACCC Regulation Inquiry). As highlighted in
those other submissions, regulatory intervention is required across digital platform services
markets. Intervention should not be limited to a narrowly defined social media services market.

Scam advertising is an ongoing problem with regard to social media services. Free TV notes the
ACCC’s proceedings against Meta in relation to scam ads that feature prominent Australians
without their consent, which was commenced in early 2022.
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2. About Free TV Australia

Free TV Australia is the peak industry body for Australia’s commercial television broadcasters. We
advance the interests of our members in national policy debates, position the industry for the future
in technology and innovation and highlight the important contribution commercial FTA television
makes to Australia’s culture and economy.
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Australia’s commercial broadcasters create jobs, provide trusted local news, tell Australian stories,
give Australians a voice and nurture Australian talent.

A report released in September 2022 by Deloitte Access Economics, Everybody Gets It: Revaluing the
economic and social benefits of commercial television in Australia, highlighted that in 2021, the
commercial TV industry supported over 16,000 full-time equivalent jobs and contributed a total of
$2.5 billion into the local economy. Further, advertising on commercial TV contributed $161 billion in
brand value. Commercial television reaches an audience of 16 million Australians in an average week,
with viewers watching around 3 hours per day.

Free TV Australia’s members are vital to telling Australian stories to Australians, across news,
information and entertainment. Free to air television broadcasters understand and appreciate the
cultural and social dividend that is delivered through the portrayal of the breadth and depth of
Australian culture on television, and Australians prefer local stories. Commercial television networks
spend more than $1.5 billion on Australian content ever year, dedicating over 85% of their content
expenditure to local programming.

The commercial television industry creates these benefits by delivering content across a wide range
of genres, including news and current affairs, sport, entertainment, lifestyle and Australian drama. At
no cost to the public, our members provide a wide array of channels across a range of genres, as well
as rich online and mobile offerings.

A strong commercial broadcasting industry delivers important public policy outcomes for all
Australians and is key to a healthy local production ecosystem. This in turn sustains Australian
storytelling and local voices and is critical to maintaining and developing our national identity.
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3. Meta’s continued dominance of the market for social media services

3.1 Numbers of users and nature of different platforms

The Issues Paper notes that Meta’s Facebook service is estimated to have 17.5 million Australian users
as at November 2021, which equates to approximately two-thirds of the Australian population. The
second largest social media service in Australia is Meta’s other wholly owned social media service,
Instagram, which has 13.8 million users in Australia. This equates to just over half of the Australian
population. In the first interim report issued under the ACCC’s Digital Platform Services Inquiry 2020-
2025, released in September 2020 (First ACCC Report), the ACCC concluded, as it had in the earlier
2019 Digital Platforms Inquiry Final Report, that Meta has substantial market power in the market for
social media services and that no other social media services provide any meaningful constraint.

The number of both Facebook and Instagram users in Australia at the current time remains
significantly higher than the number of users of any other social media service that is not owned by
Meta, as demonstrated by the figures provided in the Issues Paper. For example, comparing the
number of Facebook users to the users of other services, TikTok has only approximately 47%* of the
number of Facebook users; Snapchat has 7.25 million users, or only 41% of the number of Facebook
users; and Twitter with 3.7 million users, has only 21% of the number of Facebook users.

Not only is it the case that other social media services have significantly lower user numbers than
Facebook and Instagram, but these other services are not substitutes for Meta’s social media services.
This may be demonstrated by considering the growth in the number of users of TikTok. In the First
ACCC Report, the ACCC noted that TikTok had rapidly grown its user numbers in Australia from 0.5
million users in May 2019 to 3.7 million users in June 2020. The Issues Paper quotes a figure that is
equivalent to approximately 8.3 million users as at February 2022.

The growth in the popularity of TikTok has not been at the expense of Facebook. The Final Report for
the Digital Platforms Inquiry reported that, as at February 2019, Facebook had 17.3 million users. The
number of users of Facebook has not increased significantly since 2019, reflecting that Facebook has
been available for a number of years, meaning it has significant penetration and there is therefore
little room for further growth in the number of users. However, the number of Facebook users has
not fallen over the period since 2019 — meaning that users are not deserting Facebook to use TikTok,
but are using that service in addition to Facebook. This is likely to reflect the nature of the social media
service provided by TikTok, which is a platform for hosting and sharing short-form videos. It is not a
substitute for Facebook, which offers a broader range of social media services. Not only does TikTok
provide a different type of service to that provided by Facebook but it also targets a narrower
demographic, which is a younger audience.

The growth of TikTok has not impacted the growth of Instagram. Instagram’s user base has grown
since the time of the 2019 Digital Platforms Inquiry Final Report, which stated that Instagram had 11.2
million monthly users. Therefore over the period from 2019 to now, Instagram has (notwithstanding
the popularity of TikTok) grown its Australian user numbers by approximately 23%.

3.2 Limits on growth of other platforms and barriers to entry

More generally, many social media services (outside Facebook and Instagram) are facing difficulties
that are likely to limit their future growth potential in Australia and any constraint they place on Meta.
This includes, for example, Twitter which has ongoing declining Australian usage, noting that in

! The Issues Paper states that TikTok is reportedly used by 32% of Australian adult users, which translates to approximately
8.32 million users, if an Australian population of 26 million is assumed.
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comparison to the user numbers reported in the Issues Paper, the Final Report from the Digital
Platforms Inquiry stated that as at February 2019 Twitter had unique monthly users of 7.2 million. This
means that, since 2019, the number of Twitter users has reduced by almost half. Snapchat, whilst it
has rising user numbers, is facing difficulties in monetising those users and has suffered a falling share
price as a result.? Another example of a platform facing issues in the Australian market is TikTok, given
the Australian Government has recently confirmed that it will investigate the data collection practices
of that platform.

We also note that recent product developments by Meta include the use of Instagram Reels and
Facebook Reels, with significantly similar functionality to that offered by new entrants such as TikTok.
The development of those products is also likely to slow the growth of competitors to Facebook and
Instagram.

In both the Digital Platforms Inquiry Final Report and the First ACCC Report, the ACCC highlighted the
significant barriers to entry for social media platforms that entrench the power of Meta, including for
example network effects, economies of scale and sunk costs. Arguments have been made by others
that the increasing popularity of TikTok demonstrates that problems created by, and the extent of,
barriers to entry in the social media services market are overstated. In fact, the nature and popularity
of TikTok demonstrates how significant these barriers to entry truly are. TikTok is owned by
ByteDance, a substantial Chinese company. It is estimated that ByteDance’s market capitalisation is
approximately USS300 billion.? It is only because it has such vast capital that ByteDance been able to
invest the substantial resources necessary to establish a new social media service that has been able
to grow rapidly. Even then, neither Facebook nor Instagram’s user numbers have been reduced in the
Australian market as a result of this new entrant.

3.3 Expansion of social media ecosystems

The Issues Paper notes the expansion of social media services into other areas, through the provision
of additional services, such as e-commence services, and asks a number of questions about the
benefits or otherwise that this may provide to Australian consumers.

A social media platform’s purpose in offering different types of content, and other services, to users
is to increase its revenue generating opportunities by retaining users on its platform, potentially for
longer periods of time (while also providing the opportunity to extract more data from such users as
they interact with more services on the platform). There is nothing unique about a provider of digital
platform services, whether social media services or other types of services, seeking to monetise visits
to its platform by offering a broader range of services in this manner.

The primary impact that the expansion of social media services through the provision of other services
has is to enhance the network effects that exist with the use of particular platforms, by making
customers more “sticky”, that is, more likely to spend more time on the platform and less likely to
move to other competing services. This is particularly concerning in the case of Meta, given that Meta
is already — even absent the expansion of the ecosystems of its social media services — so dominant in
the market for social media services in Australia.

In this sense, the competition law issues that arise in considering the provision by social media
platforms of different types of services are not unique. In particular, and notwithstanding recent
academic commentary to the contrary, the expansion of a social media platform’s service offering
does not change the nature of the market in which social media services compete. For example,

2 https://www.afr.com/companies/media-and-marketing/snap-profit-warning-highlights-more-than-macroeconomics-

20220525-p5a0in
3 https://www.reuters.com/technology/exclusive-bytedance-reorganize-cfo-steps-down-focus-tiktok-memo-2021-11-02/
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Facebook would not cease to be a social media platform because it offers e-commerce or other
services to its users and its dominance in the market for social media services remains a competition
concern.

3.4 Regulation is required across digital platform services

Given its substantial user bases for both Facebook and Instagram, Meta holds a gatekeeper position
in relation to access to Australian consumers for Free TV Australia’s members. This is not only because
of its substantial market power, but also because the nature of the services that Free TV Australia’s
members provide means that connecting with Australian users via other social media platforms is not
currently a substitute for reaching the audience via Facebook (or Instagram). Looking for example at
TikTok, its short form video content sharing platform does not provide a referral service and is
therefore a fundamentally different service to those operated by Meta. TikTok is also yet to develop
its monetisation or advertising products. Broadcasters therefore still rely on Meta, and particularly
Facebook, as a key source of referral traffic, not only for news but also for other types of content. This
means Meta remains an unavoidable business partner for broadcasters.

It is worth noting that the advertiser funded business model that underpins commercial free-to-air
broadcasters relies on reaching the widest possible audience. In the modern media environment, that
means free-to-air broadcasters need to connect with audiences across all available platforms from
terrestrial broadcast delivery, owned and operated digital assets and other platforms such as social
media channels. The need to maximise audience reach means that any platform with a material
number of users is an unavoidable business partner for local media businesses. This includes platforms
such as TikTok where direct monetisation is not yet possible, but given the growing user base,
broadcasters must build brand and content awareness through that platform.

Free TV Australia does not propose to repeat the submissions it has made to the ACCC Regulation
Inquiry, other than to note the ongoing dominant position of Meta in the market for social media
services, which appears unlikely to be challenged in the medium term, highlights yet again the need
for urgent regulatory change to address the competition problems and market failures that Meta’s
dominance creates.

This consultation process raises the question of whether specific segments, or sub-markets, of the
social media services market may require consideration by the ACCC in the future. The different nature
of the services provided by TikTok, and the narrow demographic that TikTok targets, is highlighted in
this submission. If TikTok continues to grow, there would be strong arguments that it should also be
regulated given its dominance in that sub-market of social media services.

It should also be remembered that there are other digital platform services markets that are similar
to the social media services market as these also allow for significant user interaction. A similar market
is the market for social media video services. YouTube is the dominant service provider in that market.

Free TV does not propose to repeat the submissions that it has made to the ACCC Regulation Inquiry
and other ACCC inquiry processes. However, we note that it is also the case that urgent regulatory
changes are required to address the competition problems and market failures (such as self-
preferencing) that Google’s dominance in other digital platform services markets, including the
market for social media video services, creates.
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4. Meta’s dominance in the display advertising services market

The Issues Paper raises a number of questions in relation to advertising on social media platforms. The
Digital Platforms Inquiry Final Report concluded that Facebook (now Meta), through both Facebook
and Instagram, had at that time substantial market power in the supply of display advertising services
in Australia, with an approximate 51% market share. That Final Report also concluded that Meta, in
supplying advertising inventory on Facebook and Instagram, faced little competitive constraint. The
findings of the ACCC in the Digital Platforms Inquiry Final Report were confirmed in the First ACCC
Report. There is no evidence to suggest that Meta’s dominance in this market is not continuing at the
current time. As noted above, there has been no discernible reduction in its customer numbers and in
fact Instagram user numbers have increased.

Again, Free TV Australia does not propose to repeat its previous submissions to the ACCC in related
inquiries it has undertaken. However, we refer to our submissions to the Digital Advertising Services
Inquiry (Ad Tech Inquiry). While acknowledging that the Ad Tech Inquiry did not focus on digital
advertising sold by Meta, we argued that regulation of Meta was also required as its behaviour in
relation to online advertising generally, including regarding the sale of inventory on Facebook and the
other platforms owned by it (including Instagram), is problematic from a competition point of view.

To take only one example, publishers are required to implement Facebook’s social sharing tools on
their websites to be able to access audiences through Facebook, which is an unavoidable source of
traffic. Facebook then takes data collected through those tools to target ads on Facebook and retains
the revenue from those ad placements. In a competitive market, publishers would be able to restrict
Facebook’s use of that data. These submissions to the Ad Tech Inquiry were reinforced in our
submissions to the ACCC Regulation Inquiry.

Given Meta’s ongoing dominance in the market for digital advertising services, it is particularly
important that the proposed new regulatory framework for digital platforms being considered under
the ACCC Regulation Inquiry regulates the provision by Meta of digital advertising related services, not
simply other advertising technology services.
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5. Scam advertising

Free TV Australia also wishes to raise the concerns of its members regarding scam advertising. This
has become a more significant problem than at the time the ACCC undertook its Digital Platforms
Inquiry. In its submissions to the Digital Platforms Inquiry, Free TV Australia highlighted the problems
caused by fake or scam advertisements and the inadequate takedown processes implemented by
platforms, including Meta, to address this problem.

It remains the case that the takedown processes for scam advertisements implemented by Meta (and
other platforms) are inadequate. Fake ads continue to quickly reappear after they are taken down.
These inadequate takedown processes damage the business reputations of broadcasters and also the
personal reputations of the celebrities and media personalities that are misrepresented.

Recent examples of such scam advertising are included below.

Fake endorsements that appear on Facebook suggesting that Georgie Gardner, a news reader and
reporter for Channel 9, endorses the “Mayan Diamonds” app

facebook Q & =

Done

Mayan Diamonds
@ Mayan Diamonds voe MAYAN Kamlesh Humphrey

Sponsored - @ DIAMONDS

GET M
2.6 4+ No.2 @
Yok Ve Years Old Casino Kamlesh H

VIANAE
DIlA [\/ UJ\]D')

APP STORE
Mayan Diamonds Install Now
Games - Arcade
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A fake Allison Langdon account

Allison Langdon is a presenter on the Today Show. The fake account encourages individuals to enter
a fake competition to win money. When an individual seeks to register for the competition, the link
takes them to a page that promotes Mega March Monday and requests their bank account details.

X TULUAT CVENT
@ sites.google.com

1 403 Sur, 20 March

Allison Langdon
# ih-&

# TODAY WIN =+

L CONGRATULATIONS TO THE PEOPLE WE
HAVE CHOSEM You will be redirected to our sponsors page. Please

continue to register.
Thank you for following us and supporting us all id cheatir

this time, really we are very happy. je, and tf

We collaborated with our sponsors to do a
RANDOM SEARCH from 2017- 2020 to choose 30
lucky people to get:

" SPECIAL PRIZE $1000 " = ]
¥ EXCLUSIVE! ONLY FOR 30 PEOPLE. s \0IN YOURSHARE ORS30,000

Meet the conditions now :

% 1. Follow and like this post

& 2. Register & verify your name : 4

hitps:/timyurl comfodaygift-event

&4 3. Send your receipt in the comment field or \
private message, and send your phone number via
private message.

& Wait for the process of re-checking your
registration.

3
-

*Prizes will be sent 10-15 minutes after your
registration is complete and declared valid, then
we will contact you to confirm delivery of your

Step by Step:
1. Click "Register Here"

Instagrom ® O ®

B R T S U U U S RUTOUTON

Vi

28 minutes ago

Jimmy Napes
Sponsored

Unauthorized use of images of Karl Stefanovic

Images of Karl Stefanovic, also a Today Show presenter, are
used without his consent by advertiser Jimmy Napes on
Facebook to give the misleading and deceptive impression
that Karl endorses cryptocurrency.

Learn More

Qv W

View Likes

He didn't know the camera was still recording... is
this the end of his career?
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QLD Rebate Finder ... Unauthorised use of 9News branding
<©j Sponsored - @
This Facebook page: https://www.facebook.com/QLD-

QLD HOMEQOWNERS - Your postcode is approved!

Govt has authorised up to $7,000 to be paid foryour ~Rebate-Finder-113637637177578 has used sponsored
home's energy needs....see more

posts with 9News branding and intellectual property
without permission, suggesting that Channel 9 endorses
the relevant company (QLD Rebate Finder) when this is not
the case. The page appears to be seeking to obtain
personal information under false pretences.

BREAKING NEWS a4 |
QLD APPROVED PROGRAM

EVERY ASPECT OF THE INSTALL WAS DONE TO A VERY HIGH STANDARD

REBATEFINDER.COM.AU
$7,000 to be paid for your home's
energy needs

Queensland Homeowner Solar Pro...

LEARN MORE ‘

In addition, Seven has been the subject of a recent persistent scam where Facebook pages
impersonating Seven official program pages seek out personal information, including credit card
information, on the pretence that the request is coming from Seven. The most recent example of this
includes Seven’s Sydney Weekender Facebook page. Sydney Weekender frequently run competitions
for Seven’s audiences on social media. Unverified social media profiles have impersonated Seven'’s
page and targeted typically vulnerable audiences by falsely claiming that the user has won a prize in
the comments section of Seven’s Facebook posts.

< Sydney Weekender [~ Yo} <

SydneyWeekender Q

| ] —
. Would love to Dine at the Ettamogah ‘ Fantastic day out from the central coast to

before watching Pete Murray in eltfienplaceiitthmyjsonond

e e e grandchildren. So delicious and so much
a g fun for all. Thankyou

5d Like Reply Message 10 5d ke Reply Message 10

° SydneyWeekender O SydneyWeekender

I Hello,

Hello, Congratulations,

You have been chosen as today's

Congratulations,

winner . You have been chosen as today's
To receive your prize, follow the steps winner 9.
Sydney Weekender @ SydneyWeekender below. To receive your prize, follow the steps
T N ’ 1-Register here now (to confirm your below.
@B coxics - sskoows & Add Friend [ JVSRSEN name) 1-Register here now (to confirm your
name)
z . - https:/ftinyurl.com/4bmjw35e &
Message Like «+ See SydneyWeekender's About Info 2-Corme back here and send a "done® & https:/ftinyurl.com/Abmjw35e -
iend: message. Once done, submit your SEEIDE DA IO
Friends e message. Once done, submit your
Posts  About  Photos = Mentions proof of registration (screenshot). ey e
Complete your registration now and o 9 4 .
= Posts Don his 5 o Complete your registration now and
Details Colie= e Rhis e aZing bppotunily Don't waste this amazing opportunity
© rage - TV Programme 1@ Photos @ =)
X4 sydneyweekender@seven.com.au U ——— 1h Like Reply Message 1h Like Reply Message
—_— : o " Write a reply. Write a reply.
A FrE B @ = PR RN ) i ®

In early 2022, the image of Seven’s Sunrise host, David Koch, was used by fraudsters to scam social
media users to invest in cryptocurrencies. His imag was used as one of many fake celebrity
endorsements that baited and lured users into scam Bitcoin investments. Notwithstanding the
significant consumer harm from these scams, in addition to the reputational harm to Seven, Facebook
is persistently slow in responding to Seven’s takedown requests.
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This problem with scam ads on digital platforms, including social media platforms, should be
contrasted with advertising on traditional media platforms. Commercial free-to-air broadcasters’
platforms are a brand-safe environment and meet community standards. Broadcasters are required
to review and classify all advertising on their own platforms and ensure compliance with the
requirements of the Free TV Australia Code of Practice, in addition to complying with all legal
requirements.

In early 2022, the ACCC commenced proceedings against Meta in the Federal Court in relation to scam
advertising appearing on its platforms. At the time, the then ACCC Chair stated that Meta should be
doing more to detect and then remove false or misleading ads on Facebook. We support the ACCC'’s
actions in these proceedings and look forward to the ACCC being successful in that case. However, to
address the underlying problem of ensuring that Meta (Facebook) and other platforms, including
Google and TikTok, take actions to address this significant problem, further steps are required.

As we submitted to the ACCC in connection with the Digital Platforms Inquiry, to address the problem
with scam ads, social media platforms and other similar types of digital platforms, should be required
to ensure that material which they control is not fake, damaging, misleading or defamatory.
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