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1. Preface

FACTS wishes to comment on a number of aspects of the Commission’s Draft Report on
Broadcasting. These include:

Broadcasting licences and spectrum allocation (Chapter 4)
*« The road to digital television {Chapter &)

*  Regulatory restriction on entry into broadcasting (Chapter 7)
* Content regulation, consumers and competition (Chapter 9}
»  (Codes of practice and compliance (Chapter 10).

Some FACTS members have made separate submissions, but support this submission. The
Seven Network has made a separate submission, and does not support the views expressed
on a number of issues in this submission.

2. Broadcasting licences and spectrum allocation

The Commission puts forward a number of arguments in favour of separating spectrum
licences from broadcast content licences. We believe that the Commission has over-stated
the costs, constraints and inefficiencies of the current system, along with the benefits of
spectrum licences, while underestimating the cost of such an approach and the difficulties
invelved in introducing it.

As an overall comment, the Commission’s preferred approach seems to overlook the
ubiquitous nature of broadcasting, and the resulting public expectations of it as a universal
service; the longstanding planned balance of metropolitan and regional services; the leve
of investment by the public in reception equipment; and the fundamental differences
between subscription and free-to-air broadcasting.

it is worth exploring each of these points in turn.

Ubiquitous nature of broadcasting: Planning of broadcasting services was originally
based on defined service areas, within which a broadcaster was required to provide a
service that was “adequate” in terms of technical quality and coverage. These service areas
were expanded by regulatory decision to cover most of Australia.

This obligation to provide an adequate service continued only in an attenuated form under
the Broadcasting Services Act 1992. However, Parliament and the ABA have continued to
press licensees ta provide universal coverage within their service areas. Viewers within
defined service areas have a strong expectation of service, even if it is not mandated.
Parliament has responded to this expectation, with the result that most of the population now
has a choice of analog television services.

The Digital Conversion Act’s requirement of “equivalent coverage” effectively reinstates the
original legislated requirement to provide an adequate technical service throughout the
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service area. For analog service, this required the installation of additional transmitters and
translators, which meant that multiple channels were required to serve a given area. While
digital transmission technology gives greater flexibility in channel planning, the analog
infrastructure in place will in the medium term pravent optimum structuring of the broadcast
planning for digital television.

The balance of metropolitan and regional services: Government poiicy has sought to
ensure that regional areas of Australia enjoy a similar range of free-to-air television services
to those available in metropolitan areas. This is the main reason why there are generally
only six 7 MHz channels availabie in metropolitan centres.

It would certainly be feasible — though contrary to longstanding Government policy and
emphatically opposed by this industry - to increase the number of channels in metropolitan
areas by reducing the number of channels in adjacent regional areas. While this would
involve a fundamental change in planning philosophy for broadcasting, it could potentially
result in higher returns from the sale of broadcasting frequency.

Investment by the public: Worldwide, broadcasting receivers would be the mast numerous
major consumer hardware product. There are more TV receivers in the world than
telephone lines connected, and vastly more TVs than PCs.

For the considerable outlay that members of the public make in television receivers, they
expect, by right, to receive a full range of free-to-air broadeast services. Whether or not this
is reasonable or has any basis in law, it has been accepted time after time in recent years by
Parliament - most recently in last year's Digital Conversion Act.

Difference between free-to-air and subscription: In assessing the potential value of
spectrum, it is important to remember that free-to-air broadcast makes no direct income from
the viewer. Subscription services, including mobile phones, MDS, subscription broadcasters
and similar services effectively on-sell, as part of consumer subscription contracts, sharing
rights to the use of spectrum.

The Draft Report assesses in some detail what it sees as the shortcomings of the present
system. We believe that it is far more efficient and reflective of community wishes than the
Commission considers. We also believe that the alternative proposed by the Commission
would not only be unacceptable to targe parts of the community, but would be difficult to
implement and produce technically inferior outcomes. Nor would it necessarily guarantee
greater monetary returns from spectrum use. These points are developed further in the
following section.

Efficient spectrum allocation: Current broadcast planning follows processes used in other
major advanced countries. It uses the same technical planning tools, and similar
combinations of economic and social criteria to assess community "needs”. The policy
framework for this stems from the longstanding view of Parliament that television
broadcasting should be a universal service and that metropolitan and regional markets
should, as far as practicable, have access to a similar range of licensed and national
broadcasting services.

Within this policy framework, it is hard to fault the Australian Broadcasting Authority’s
spectrum planning and allocation. In particular:

* Licensees are not allocated spectrum other than for planned transmitters. We are not
aware of any instances of broadcasters “hoarding” spectrum.

FACTS SUBMISSION ON THE PRODUCTVITY COMMISSION'S DRAFT REPORT ON BROADCASTING PAaGE 2



= Wherever practicable, infill transiators are required to re-use frequencies used elsewhere
in the licence area, or in adjacent markets.

=  While it is true that current technology can reduce an anaiog receiver's susceptibility to
interference, in the absence of a mandated Australian receiver standard, there ¢can be no
assurance that sets now on the market incorporate this technology. We understand that
a high proportion of TV receivers, particularly the lower cost receivers, would not have
this improved performance. The ABA could only take such improvements into account in
planning if standards were established and mandated. In practice, that would take many
years to implement as receivers typically remain in use well in excess of 10 years. |t
would be a courageous Government that accepted planning on the basis of a substantial
number of viewers requiring new analog receivers. The legacy issues of the existing
receiver population cannot be ignored.

= Cable has not been a practical alternative to low-power transmitters for shadow in-fill,
except for extremely localised instances {e.g. multistorey buildings, clusters of adjacent
properties). It may be practicable in future to use commercial cable installations, subject
to the pricing approach of cable operators.

» The broadcast bands are not the exclusive preserve of broadcasters. They are already
used for a range of other services, some licensed (low-power FM) and some not
(wireless microphones, medical telemetry, VCR tuners, etc).

Efficient spectrum use: The Draft Report suggests (page 60} that the present approach
gives "an incentive for individuals to over-use the finite resource”. This may happen with
narrowcasting licences, where the Commission was told of hoarding of licences, but we are
aware of no hoarding of broadcast licences. The allocation procedures (which require the
service to be provided within a specified period) prevent this.

More generaily, the cost of building and operating a transmitter is a significant disincentive to
providing services that are not commercially warranted, or not required as a community
obligation. The ABA and its predecessors have never, to our knowledge, required
transmitters to be vacated on planning grounds, which might be expected if broadcasters
were installing unnecessary transmitters. However, they have regularly required
broadcasters to switch to different frequencies to allow more efficient planning.

Spectrum licences: The arguments for spectrum licences largely assume that the present
broadcast licensing system is inefficient and does not serve the public interest. Those
assumptions are highly disputable. There are few solid grounds for believing that spectrum
licences would be more efficient, provide a better financial return to Government, and satisfy
the range of established Government and community expectations about free-to-air
broadcasting services.

At a practical level, the process of converting existing Radioccommunications Act licences
that are mouided to licence areas into tradeable spectrum lots would be extremely difficult.
Nor is it clear how conditions on licences that preserve viewers’ rights to receive a broadcast
service could be maintained. The separation of spectrum and broadcast licences could give
rise to a situation whereby a spectrum licensee (2.g. a multiplex operator) goes bankrupt and
is unable to maintain the service.

Financial returns from broadcast spectrum: The Draft Report may suggest to readers
that Australian broadcasters are uniquely advantaged by paying licence fees rather than
spectrum charges. As FACTS pointed out in its May submission to the Commission,
Australian broadcasters pay far higher “usage” fees than their counterparts in North America.
The table on page 41 of that submissicn compared licence fees paid by commercial
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television licensees in six broad revenue ranges with those paid by comparable Canadian
and US commercial stations. The Australian stations pay from 1.5 - 4 times as much as
Canadian stations, and from 58-217 times as much as US stations. Because Australian
television licence fees are steeply pragressive, Australian stations earning the most revenue
pay far higher licence fees than their overseas counterparts

The Commission suggests (page 795) that, on the basis of the $824,000 paid annually for
each 1MHz of spectrum by mobile telephone systems, the $185 million per annum that
commercial televisicn stations currently pay in licence fees would barely be enough as a
spectrum fee for the spectrum they use. It is always difficult to find appropriate benchmarks
in a “thin” market such as that for spectrum in and around the broadcast bands. However, it
needs to be borne in mind that there are significant differences between spectrum suited for
mobile telephony (line of sight range, reusable at short intervals) and spectrum suited for
high power broadcasting channels (80-100km range, normally reusable at high power only at
about 150km intervals}. These potential uses intersect only at the top end of the UHF band,
where the television allocations are (because of their limited range) only suited to infill use by
low-power transmitters, but the spectrum is potentially usable for telephony or other cellular
uses.

We believe that a more realistic benchmark for breadcast spectrum value is the sale in 1998
of 6MHz of spectrum in the vicinity of channel 19 in the international UHF band. For
historical reasons, this is part of a 98MHz bloc allocated to non-broadcasting uses in
Australia. This auction realised $1.4 million, ar $235,000 per 1MHz. Annualised over the 15
year licence term, this suggests that broadcast spectrum would be worth $16,000 per 1MHz
per year, or $48 million per annum for the entire spectrum used by television broadcasters.

The Commission’s arithmetic also seems to assume that spectrum is spectrum, wherever it
is geographically. Clearly, parts of Australia are among the most electronically isolated - and
most lightly populated - regions in the world. Broadcast spectrum is not scarce in much of
Australia, so its notional market value would be far less than in spectrum-constrained areas
such as the Sydney region.

It is worth adding that commercial television licence auctions provide a poor guide to the
value of the spectrum involved. In auctions in 1996, a licence in the small Mildura market
sold for much more than a licence in Darwin. The $36 million paid in 1998 for a commercial
television licence for regional and remote Western Australia reflects the scarcity value of a
broadcasting licence rather than spectrum, since most parts of that huge licence area have
many unused television channel allocations.

Separating broadcast and spectrum licences might clarify the value of each licence. The
question is whether the transparency and claimed efficiency gains would justify the cost and
disruption involved. FACTS believes that it clearly would not.

3. The road to digital television

The Draft Report bases some of its recommendations on digital television on technical or
part-technical considerations that are not well-founded. it also relies heavily on advice from
submitters about likely receiver prices that is incomplete or misleading.

High definition television (HDTV): The Commission concludes that the cost of specifying
what it calls a “unique standard” are likely to outweigh the benefits (page 120). The Draft
Report sets out three elements to this “unique standard” which it considers will add
significantly to the cost of equipment. While each of these elements is incontestably part of
gither the legislated requirements or the Australian standard, the Draft Report draws
mistaken conclusions about them.
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The Commission notes that Australia is the only country to "mandate” HDTV. Two
comments need to be made. The first is that “mandating” HDTV (by which the commission
presumably means the legislative provision for an HDTV quota to be met by each
broadcaster) does not mean that only HDTV receivers will be permitted or useable. It simply
means that any equipment intended for television reception will need to be able to decode
both HDTV and SDTV signals if it is not to "go to black” when HDTV is transmitted. The
proposed Standards Australia receiver standard puts the point succinctly:

“___reception equipment for Australian free-to-air digital terrestrial television broadcasts
wili require the capability to decode video formats including High Definition formats and
AC-3 (Dolby Digital®) audio formats in addition to the MPEG-1 layer |] audio formats.

“Note that it is not expected that all digitai television receivers will be capable of displaying high
definition pictures and/or providing surround sound, but they must be able to decode these
signals when they are transmitted and provide satisfactory pictures and sound” "

Depending on consumer demand, digital receivers available on the Australian market are
likely to include:

* A range of set-top boxes, from simple devices intended for viewing point-to-multipoint
television and datacasting in real time, to more complex set-top boxes with local storage,
conditional access capability, a return channel, and high speed data transfer
connections. These will include decoders with only a standard definition output, as well
as decoders also able to provide an output capable of feeding large-screen display
devices.

»  Medium resolution receivers, most of which are likely to have widescreen displays,
though there may be a continuing market for familiar “narrowscreen’ receivers,
incorporating an inexpensive digital decoder.

= Higher resolution receivers, ranging from somewhat better than high-end analog sets to
receivers capable of displaying the 2.1 million pixels of a 10801 HDTV signal.

It is important to bear in mind that screen resolution is a continuum, and not simply a matter
of medium resolution (*SDTV") and high resolution (‘HDTV"), and that an HDTV signal can
produce screen images of any resolution, depending on the display used. The digital
decoding electronics required to do this make up no more than a few per cent of the cost of
an integrated receiver (whether it has a medium or high resclution display).

The second point about ‘mandating” HDTV transmission is that it is not really relevant to the
argument the Commission puts uniess it can be guaranteed that, without a mandated
requirement, no broadcaster would transmit HDTV programs. On the Commission's logic it
might be assumed that because the US has not mandated HDTV transmission — merely
allowed it - SDTV-only set-top boxes and receivers should predominate. To FACTS
knowledge, all digital receivers marketed in the US are capable of receiving all HDTV
formats as well as SDTV transmissions. The reality is that allowing HDTV has the same
broad market effect as mandating it.

Australia is the only country currently planning DVB high definition terrestrial transmissions.
However, of the few countries yet to announce the introduction of DVB terrestrial digital
services, Singapore and India are understood to intend some use of HDTV in a largely
SDTV implementation of the DVB system. China has not yet adopted a digital transmission

! Australian Standard Digital Television — Requirements for receivers Part 1: VHE/UHY DVB-1 television
broadcasts, page 5.
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system, but leans toward DVB, and has made it clear that HDTV will be part of the system it
adopts. HDTV-capable decoding chips and set-top boxes have been developed by major
companies for China’s testing program.

It should also be noted that EchoStar, one of the direct-to-home satellite subscription
services in the US will be providing an HDTV service shortly, using the DVB-S (satellite)
transmission system. The decoders for this service will have an identical “back end” to those
used for DVB terrestrial HDTV services. In fact, the chip-sets used to decade any MPEG-2-
based transmission system have substantial commonality. The cheapest digital HDTV
decoder currently available in the US is able to decode ATSC digital terrestrial signals and
the proprietary MPEG-2-based HDTV service of the satellite subscription service, DirecTV.
Decoder chips announced recently by Philips and ST Microelectronics will be capable of
decoding any MPEG-2-based digital signal into any format.

Australia is not, in fact, the only country to specify Dolby AC-3 audio as part of DVB.
Singapore has also done so. EchoStar, the US direct-to-home service, also includes Dolby
AC-3 audio in its HDTV service. In relying on the evidence of Philips Sound and Vision as to
the cost implications of including Dolby AC-3 audio, the Commission may not be aware that
Philips is the main patent-holder of the MPEG-2 audio implemented in DVB. It has a
significant financial stake in keeping Dolby AC-3 out of any DVB implementation.

The cost of including provision for Dolby AC-3 in digital receivers is trivial. Audio decoding
chips routinely include provision for both MPEG-2 and Dolby AC-3. The Dolby licence fees
are typically cents per unit.

The Commission concludes that the factors that it has identified mean that digital receivers
will have to be designed and assembled specifically for Australia’s small market (page 121).
The fact is that there are a number of reasons why digital receivers would have to be
designed and assembied for this market even if we opted for SDTV with MPEG-2 audio. We
have 7MHz television channels (unlike Europe’s 8Hz channels and the US's BMHz
channels). We will be using VHF for the major markets, whereas Europe will be using UHF
only. Finally, cathode ray tubes have to be specially aligned for Australia hecause of the
differences in the magnetic field. The world preduction line is a myth. So too is the notion
that any divergence from the UK market (the only significant DVB terrestrial market so far)
will condemn us to much higher digital receiver costs®.

Overseas experience: The Commission's comparison of the experience of the United
Kingdom and the United States (page 122-23) is too cursory to be instructive. One
significant factor that is overlooked is that the UK's experience to date is of a subscription-
service approach to digital television, in which digital decoders are either provided free or
heavily subsidised as part of an extended subscription contract. By contrast, the US has
adopted a free-to-air approach, in which viewers purchase reception equipment.  Another
distinguishing factor is that the UK has pursued a traditional planned approach to digital
implementation, involving a rapid, co-ordinated roll-out of the kind planned for Australia (and
implicitly criticised as too interventionist in the Draft Report). The US Government has
allowed a less coordinated approach, with the result that barely 50% of the population so far
has access to mare than cne digital service, while in many major markets one or more
network stations are still not on-air.

The Draft Report quotes the retail price of set-top boxes in the UK (page 122). We would be
interested to know (and perhaps Philips Sound and Vision could assist with this) how many

* A current trade-press advertisement by Pace Micro Technology ple (attached Lo this submission} says in part:
“...And only we have the flexibility and experience to build specific solutions that meet your exuct
specifications (There’s no such thing as take it or leave it, off-the-shelf technology in our opinien)...”
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set-top boxes have been sold for free-to-air use (i.e. other than provided heavily discounted,
or free, as part of a subscription contract). We suspect that the number may be thousands,
rather than tens of thousands.

The number of UK “digital households” given on page 122 includes close to 1 million BSkyB
satellite subscribers. If that is relevant, why not include in the US figures the 12 million
subscribers to satellite digital services?

Digital receiver sales in the US are reported by the Consumer Electronics Association (CEA)
to have reached 80,000 by the end of October 1999 (with 21,000 sales in October alone).
The quoted assessment of the FCC’s Office of Engineering and Technology about consumer
preference for “the cheaper set-top box" is puzzling. CEA figures suggest that only about
10% of digital receiver purchases have been of set-top boxes. As noted earlier, all current
US set-top boxes are understood to provide both HDTV and SDTV output.

The Commission may not be aware of some significant uncertainties in the US market that
may currently be deterring many consumers from purchasing a digital receiver. As well as
the set performance issue noted in the Draft Report, the absence of assured terrestrial/cable
interoperability for digital services may be a critical issue for the 70% of households that rely
heavily on cable for reception of free-to-air services. This is not a significant problem in the
UK, where the terrestrial analog service has been developed in much the same way as in
Australia, and most homes have satisfactory off-air reception. As noted above, many US
viewers do not yet have local digital free-to-air services, and very few markets have
operational services from all four major commercial services. Only two networks currently
provide HDTV programming most nights of the week. It should be noted that the US
television industry's slow start with digital services cannot be sheeted home to HDTV alone:
no stations yet provide digital multichannel services or digital datacasting digital services.

No-one yet knows how digital terrestrial services will develop in the US, and how significant
HDTV will prove to be in their growth. What is clear is that satellite subscription services
already see HDTV as a viable premium service. This will inevitably place competitive
pressure on free-to-air broadcasters who may currently be uncertain how to balance HDTV
and other elements in their digital service.

Nor is it clear whether the rapid uptake of digital services in the UK will extend beyond those
prepared to subscribe to new services. Some research suggests that up to 60 per cent of
households currently have no interest in subscription services. If that proves to be correct,
the optimistic estimates of a compiete digital conversion between 2006-2010 will clearly be
unachievable.

Costs for consumers: The Draft Report’'s discussion of receiver costs lacks the analytical
care and rigour that would be expected in such an important part of the discussion of digital
television policy. The Commission draws fundamental conclusions about the price of SDTV
and HDTV equipment from retail prices it has been able to ascertain in August 19939. This
seems to be representative of what is likely to be available in the UK over the next six
months. [t is not representative of what will be availabie in the US over this period, reflecting
the much less developed state of the US market in August.

A more fundamental problem with the Commission’s analysis is that it accepts the assertion
of a number of witnesses that an HDTV set is one that can display ali 2.1 million pixels of a
10801 HDTV transmission. Any receiver with a resolution falling somewhere between SDTV
and full HDTV presumably falls into some kind of limbo. This is rather like refusing to
acknowledge any audio equipment that cannot reproduce the full audio range of a well-
mastered CD.
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The limited US experience suggests that there will be many sets that can display higher
resolution than SDTV, but which fall short of full HDTV. Some of these sets may have the
current aspect ratio, rather than being widescreen. This will almost certainly mean that
product categories (decoders, SDTV sets, high resolution sets, HDTV sets} overiap
significantly in price terms.

The thrust of the Draft Report’s discussion of likely penetration of HDTV sets may or may not
prove to be accurate over time. It is relevant in a policy sense only if HDTV broadcasting is
likely to add significantly to the cost of all digital reception equipment (whether HDTV or
SDTV), or if there is an alternative and less costly way of introducing HDTV later.

The Commission clearly believes that ali digital receiving equipment will be significantly more
expensive if it has to be able to decode HDTV signals. Beyond 2002, this contention is
extremely difficult to support. FACTS provided evidence (in our supplementary submission
in August) that the price of HDTV-capable and SDTV-only decoder chips, and the memory
needed to support them, would equalise by that year. This price evidence was supplied by
ST Microelectronics, which is understood to supply 60-70% of all digital decoder chips used
worldwide.

We understand that ST Microelectronics will be making its own submissions on the Draft
Report, which will include its latest price projections.

Some of the factual points made by the Draft Report in relation to HDTV are questionable or
erroneous. The first relates to screen size. The Commission repeats as fact (page 119)
Matsushita’s claim that screens will need to be at least 90cm diagonal to “enjoy the benefits
of HDTV” {page 124). This is rather like saying you need a $5,000 HiFi system to enjoy the
benefits of a CD. There is no doubt that HDTV will look better on a very large screen. On
the other hand, the benefits of a higher resolution screen may well be apparent at much
smaller sizes - particularly if graphics and text are used extensively. That is why computer
monitor resotution has been pushed up towards HDTV levels over the past few years, and it
suggests that consumers interested in datacasting are likely to want screens with resolution
that is significantly better than standard definition in order to view text- and graphics-rich
datacasting services comfortably.

The same general comment applies to the Draft Report's claim that “the full benefit of the
multichannel audio provided by Deiby AC-3 also requires unusual levels of consumer
equipment” (page 125). Makers of DVD players (including Philips) include AC-3 decoding as
a standard feature in units which currently sell from $550 (and from US$195 in the United
States). A viewer does not need equipment costing more than a fraction of the $3,000 audio
systems suggested by the Commission to enjoy greatly improved audioc with DVD players or
digital receivers providing Dolby AC-3 audio. The Dolby AC-3 capability is for all practical
purposes costless to those who choose not to utilise it.

Finally, the Draft Report comments (page 125) that large TV sets do not easily fit into
ordinary living rooms “and are not suited to them, since they are best viewed at greater
distances than small sets”. In fact, a larger HDTV set can be viewed claser up than a
smalier analog set. The greater resolution of an HDTV set means that the ideal viewing
distance is 2-3 times screen height, rather than 5-6 times screen height. Matsushita’s
comment (page 123) about US consumers perceiving widescreen sets as smaller than
traditional 4:3 aspect ratio sets suggests that consumers will either learn to move closer to
the set, or else buy larger digital sets.

Set-top boxes: The Commission should be careful not to draw firm conclusions from the

August 1999 figures for deceder prices in the US and UK set out in Table 6.2. There are
now HDTV decoders availabie for US$699, and others announced for under US$500 in the
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new year. Several manufacturers have also announced HDTV decoders on PC cards,
primarily for datacasting reception. Retail prices of approximately US$200 or less have been
suggested for these cards.

As noted earlier, what the Draft Report refers to as “the FACTS estimate* is in fact
information provided by the largest manufacturer of digital decoder chips in the world. While
the views of the small number of manufacturers who have given evidence to the
Commission may indeed diverge from these figures, it should not be assumed that those
manufacturers have accurately identified the likely price points for HDTV-capable and SDTV-
only digital decoders. In particular, we note that Philips Sound and Vision has more recently
been reluctant to commit to a figure below $1000 for an SDTV-only decoder. Sony's
projected retail launch price of $999 for an HDTV/SDTV capable digital decoder is not
inconsistent with expectations of launch prices of not much more than half that by some
other manufacturers, given the substantial price premium that Sony television products
normally enjoy.

Possible requirement to “simulcast” SDTV and HDTV: The Commission's brief
comments on this issue flow from its assumption that HDTV will necessitate “considerable
expense to all’ (page 128). As this assumption is not weil founded, it should follow that such
an intrusive requirement as mandating SDTV at all times would need some other compelling
Justification. We spelt out some of the consequences of such a requirement in our August
submission. As we noted there it would in practice be a permanent requirement, in response
to a perceived short-term problem. It would create two classes of digital equipment, which
would obviously result in higher prices that would otherwise be the case, and cause
unnecessary consumer confusion. By imposing a substantial capacity penalty on
broadcasters whenever they chose to transmit HDTV, it would obviously discourage the
development of HDTV.

Datacasting: FACTS agrees that the definitions of datacasting and enhanced programming
may be complex and may impose more restrictions on datacasters (and broadcasters) than
they would like. We do not believe that the answer is to allow datacasters to do whatever
they like, in clear contravention of Parliament’s decision that datacasting must be something
distinct from broadcasting. The kinds of distinctions contemplated by Government will allow
wide scope for datacasters to develop new services without becoming de facto commercial
broadcasters.

We note BDA's conclusions, from its analysis of research by Roy Morgan Research, that
interactive services and multichannelling “possess substantially more consumer appeal than
high definition television, especially among those types of media users who watch the most
television, the ‘heavy users and 'filling time’ groups” (page 131). FACTS has commissioned
extensive consumer research that suggests that many viewers will be hesitant to adopt
fnteractive services. (A copy of a detailed summary of that research is attached.) While
muitichannelling may be of considerable appeal to consumers in the medium term, it is
unlikely to offer commercial opportunities to free-to-air broadcasters until there are
substantial numbers of digital viewers. We believe that a combination of HDTV, standard
definition (utilising program enhancements) and datacasting is likely to provide the best
short-term commercial strategy. We see HDTV as an essential element in marketing digital
television, even if the cost of HDTV receivers means that relatively few of them are sold in
the first year or two. We remain convinced that it will be an essential longer-term element in
driving the conversion to digital.

Market mechanisms for clearing spectrum: [n relation to the discussion on pages 135-
136 of the Draft Report, FACTS notes that the US has sought to create, in a simpler way
than the Commission suggests, a similar “new class of actors with an economic interast in
the efficient use of the spectrum, and therefore in the conclusion of simulcasting” (page 136).
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It has done so by mandating the sale of the analog spectrum four years before the expected
end of the simulcast period. The same approach is presumably open to the Australian
Government.

4, Regulatory restrictions on entry into broadcasting

FACTS and some other submittors pointed out to the Commission that the long-standing
restrictions on entry to the commercial television industry were primarily intended by
Government to underpin high levels of local programming and the provision of a universal
broadcasting service. Government has concluded — as recently as 1997 - that if more
services shared the avaitable revenue (which is correctly assumed to be relatively inelastic in
multiple station markets), levels of local programming and of universal service would suffer.

The Draft Report focuses on a relatively small component of the service that these entry
restrictions are intended to support, namely Australian drama, documentaries and children’s
programs. It may be inferred that the Commission considers that other kinds of local
programming will continue to be produced in changed competitive circumstances, or that
their presence or absence is not a matter for policy concern.

Universal television service is not discussed to any extent, and indeed the Commission
suggests that broadcasters should be free to decide the quality of the service they offer
(which would presumably include decisions as to how much of their licensed market they
need to provide a useable signal to). The Commission may not appreciate how deeply
ingrained among the public and their political representatives is the expectation of universal
broadcasting service. This expectation has, if anything, strengthened as banks, retailers and
the providers of many other services have become more selective in where they provide
them.

The current quota requirements reflect a view that, without quota support, certain kinds of
programs would not be produced, or would not be produced in quantities that the regulator
considers desirable. The focus of quotas has varied somewhat over past decades, as
perceptions of program types under threat or under-represented have changed. It should
not be assumed that because local drama, documentaries and children’s programs are the
only program types specified in the current Australian Content Standard, they are the only
categories of potential policy concern. Local news is an obvious example of expensive
programming that is vulnerable to significant shifts in economic circumstances.

Restrictions on entry to the commercial television industry may well be seen as a less direct
way of supporting lacal programming and universal service than is desirable. However, the
alternative is to take the chance that very different competitive conditions will provide results
that satisfy consumers, or else to provide direct subsidies to broadcasters for wanted
program categories and levels of service. The prompt response of major parties to the Draft
Report’s recommendations in this area suggest that they do not see these policy alternatives
as practicable, at least in the medium term.

On the issues of market power raised in the Draft Report (pages 149-150), the Commission
should be aware that in neither the program production industry nor the advertising industry
do small companies predominate. Several large international production companies
dominate the production industry. Several large buying groups dominate the advertising
industry, and account for the vast majority of advertising placement in main media. We do
not believe that commercial broadcasters have undue market power in either of these
markets.
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5. Content regulation, consumers and competition

FACTS' submissions to this Inguiry suggested that the quota requirements in the Australian
Content Standard reflected the program types considered to be at risk, or to be under-
represented, in existing economic and competitive circumstances. Were these economic
and competitive circumstances to change significantly, a wider range of programs could be
at risk.

The Draft Report implicitly assumes that other program types will either survive in
significantly changed circumstances, or are not of such cultural or other significance to
require policy attention. As we have tried to make clear, more direct competition will mean
less revenue for existing television networks, which in turn will mean significant changes in
the local programs that networks commission or purchase.

It is ultimately a decision for the Government and the community whether, or when, they are
prepared to embark on a course that will have this effect. It follows that if Government were
disposed to introduce new commercial television services, it would need to reassess current
support measures for local programming.

Current quota levels are based on an assumed capacity of commercial television services to
support these quotas. Were circumstances to change significantly, this capacity to pay
could not be assumed. The result might weil be that compliance with quota requirement was
at the expense of other local programs, and/or of higher cost programs within the quota
categories. New licences would presumably face phased-in quota requirements, and could
be expected to argue that they should not meet quotas designed for a different economic
environment.

We are not suggesting that this would mean the end of Australian programs on commercial
television. Rather, we argue that it would require the Government and the community to
reassess what it expects from commercial television by way of local programming, and how
it is prepared to supplement what the market and economically-supportable quotas can
provide,

We note that the Commission has flagged a number of issues relating to future paolicy
support for categories of Australian programming considered to be important to the
community on cultural or other grounds. As we indicated briefly in an earlier submission, we
believe that traditional quotas will prove to be of rapidly reducing efficacy and value to the
community as the humber of television-like services grows in coming years. We believe that
a new approach will be needed. We consider that Government should give serious thought
to alternative suppert measures that include:

= tax deductibility provisions of the kind suggested by the Draft Repart on page 231.

= 3 production fund drawn from a modest levy on subscriber revenues for subscription
broadcasting services, and on datacasting services (if they are permitted to provide
television-like services). Government already collects some $200 million in television
licence fees each year, and might well consider diverting some of this rapidly growing
sum to such a fund.

» more targetted Government funding.
The short inquiry by David Gonski in 1997 was the closest to a general inquiry into film and

television production and funding. The terms of reference and timeframe of that inquiry did
not allow it to deal with long-term funding issues in a considered way. An inquiry of this kind,
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able to look at all free-to-air and subscription television services, and prospective
“‘convergent” services, is overdue.

FACTS has the following comments on specific issues raised in the Draft Report:

Creative elements test: FACTS agrees that the current tests require more Australian
inputs than are necessary to ensure an Australian perspective or identity in the program in
question.

Children’s quota: FACTS stands by its comments in earlier submissions on the quotas for
children's programs. We helieve that the quotas necessarily produce programming in which
most children are not particularly interested, and do not watch. The Commission might note
that the $45,000 minimum licence fee per half hour applies to Australian children's drama
only, not to all “C" programs (page 213). The Commission is mistaken in concluding that
commercial television stations need Australian “C” programs because insufficient foreign “C”
programs are available (page 231-2). FACTS agrees that the “P” quota should include
provision for some foreign programs.

Subsidies versus quotas: FACTS believes that subsidies will play an increasingly
important role in supporting local programs. Government has been reluctant to contemplate
imposing quotas on subscription services. These and other broadcasting-like services will
grow in importance over the next decade, and bring into more serious question the equity of
imposing quotas on some broadcasters but not others. Any new commercial television
broadcasters will undoubtedly argue that quotas designed for the current operating
environment are inappropriate for a deregulated environment, and that any quota to which
they are liable should in any case be phased in over a number of years. Direct funding —
whether by Governments or some form of industry fund — and tax deductibility arrangements
will necessarily play a much more significant role in those changed circumstances.

Effects of quotas on program quality: The Draft Report queries FACTS’ argument that
current quotas impede program diversity, and can resuit in lower program quality {pages
222-223). It makes the point that. “ultimately, the broadcasters, responding to their own
market, decide how to fill their quota time...” (page 223). While this is certainly so in
principle, it is not necessarily the case in practice. The size of the quota requirements for
drama encourages broadcasters to develop long-running serials, rather than to rely on short
series and one-off drama. Where a serial fails to attract sufficient viewer interest, or loses
viewer support, the need to meet the quota may oblige a broadcaster to keep the serial on
air, or to rush a replacement to air before it has been adequately developed. The result will
be a misallocation of resources and sub-optimal programming.

Quota trading: FACTS agrees that the ability to “trade” quota requirements could be of
some assistance to broadcasters.

Effects of HDTV requirement on Australian programs: FACTS does not believe that an
HDTV requirement would affect broadcasters’ programming decisions in the short-to
medium-term. When most viewing is of the digital service, non-HDTV program material is
likely to be at a disadvantage in those viewing periods where mostly HDTV programming is
transmitted.

Advertising quota: The Australian quota requirements for advertising do not affect
advertisers’ decisions, as far as we are aware, and do not affect broadcasters’ commercial
scheduling decisions. The level of “foreign” advertising broadcast has grawn somewhat over
the past 7 years, but is still well below the 20 per cent permitted. The quota is, in effect, an
unused safety net.
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Consumer access to sports programs: ASTRA's comments on the exercise of rights by
free-to-air broadcasters (page 233) are misleading, in that they imply that the unused
material is not made available to subscription broadcasters. Wimbledon is a good example
of what happens in practice: the free-to-air broadcaster is required by the rights owner to
nominate the matches it wishes to cover, and to make others available to the subscription
broadcaster. There are similar arrangements in relation to football. We suggest that the
Commission invite ASTRA to identify events which have been “hoarded” by broadcasters (in
the sense of significant amounts of material unusable by the broadcaster not being made
available to subscription services).

We also suggest that the Commission invite ASTRA to document claims of "apparent delays
for subscription broadcasters seeking to have an event 'delisted™ (page 234).

For the reasons set out in our earlier submissions, FACTS strongly believes that many of the
consumer benefits of the current provisions would be lost by the possible changes floated by
the Commission on page 234.

6. Codes of Practice and Compliance {Chapter 10)

FACTS has strongly supported industry self-regutation since the Broadcasting Services Act
made it a practical and preferred alternative to detailed regulation of a regulatory body. The
commercial television industry led the development and introduction of a code of practice.
This code of practice is more detailed and comprehensive than other broadcasting industry
codes of practice (including those of the ABC and SBS). |n developing the Code in 1992-3,
and revising it in 1996-9, FACTS sought public input on successive drafts, and consulted
widely with interest groups and Government agencies.

The final form of the Code also reflected detailed discussion with the Australian
Broadcasting Authority. As the Draft Report notes, the legislative framework and the
practical reality are that the system is one of co-regulation rather than unfettered seff-
regulation.

FACTS has the following comments on the Draft Report’s recommendations:

Consultation: FACTS does not accept that its consultation with viewers is inadequate.
FACTS advertises code of practice reviews prominently in the press in every state and
territory. As noted earlier, we release successive drafts of the cade of practice for public
comment, and make staff available to consult with interested interest groups and agencies.
It has become practice for the Senate Committee on Information Technology to take a close
interest in the commercial television industry code of practice, and to call industry
representatives before it to testify on proposed amendments to the Code. We consider the
Code review process to be detailed and transparent. It should be added that the timing of
public consultation concerning the latest review (which Young Media Australia complains of
on page 250) was directed by the ABA.

FACTS would have no objection to minimum pericds for consultation. At the moment, the
length of the consultation period is agreed with the ABA.

The Commission does not explain what it means by recommending that public hearings be a
mandatory part of public consultation. We do not see how public hearings would add to the
adequacy and transparency of the process.

FACTS members provide what amounts to daily on-air information about the code of
practice. We have taken the view {and the ABA has concurred) that prominent press
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advertising is an appropriate way of drawing the public’s attention to reviews of the code of
practice.

Complaints: The requirement to broadcast on-air spots about the code of practice obliges
stations to schedule these “across all viewing zones” (Clause 7.5.1). It is not clear what the
Draft Report means by recommending that they be broadcast “at peak or other viewing times
to increase viewer awareness’ (page 255). FACTS has also set up a “hotline” which
provides more detailed information about the code of practice and of complaints procedures.
The number of this “hotline” is included in most on-air spots.

Several stations have experimented with voicemail systems for oral complaints. Their
experience has been that most callers will not leave contact details, and that many
anonymous callers are highly abusive. FACTS does not believe that a voicemail system
would add anything to the range of alternatives currently available to viewers.

As regards the recommendation (on pages 258-9) that stations be required to make on-air
announcements concerning any breaches, FACTS believes that this would damage the
operation of the code of practice by discouraging stations from acknowledging a breach of
the Code. Most breaches are “self-found”. The “‘name and shame® approach the
Commission favours would encourage stations to deny a breach, and take their chances on
the complainant not pursuing the matter to the ABA.

As regards sanctions, we do not accept the Commission’s assessmert that “the ABA does
not have... a credible threat for single breaches of the codes, and licensees may breach the
codes with apparent impunity” (page 260). Commercial television stations do not treat Code
requirements lightly. Breaches of the Code are uncommon — on average, less than 70 a
year, from about 1000 written complaints and 2.7 milion hours of television. Repeated
breaches of a broadly similar kind are even less common — so much so that the ABA has
threatened management reporting requirements and a possible condition on licence in an
instance where several relatively minor complaints about one station’s news service were
upheld over a four year period.

If accepted, the Commission’s recommendations on pages 260-1 would change irrevocably
the nature of the co-regulatory system. |If stations faced the severe penalties the
Commission proposes, they would not continue to support a wide-ranging, broadly
expressed code of practice of the kind the industry now has. They would insist on a narrow,
legally-drafted Code — a “black letter” document. We would, in short, be back to the situation
that existed before the Broadcasting Services Act. This would not be in the interests of
viewers or the industry.

Complaints about fair and accurate coverage: The Commission’s recommendations are
consistent with its favouring of regulation over co-regulation apparent in this section of the
Draft Report. FACTS does not accept that its members have unreasonably refused to
broadcast on-air corrections of clear errars of fact. We cannot accept the Commission’s
analysis or its recommendations.
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ATTACHMENT

Pacc Micro Technology ple advertisement in Multichannel News International,
November 1999

FACTS suBMISSION ON THE PRODUCTIVITY COMMISSION'S DRAFT REPORT ON BROADGASTING PAGE 15



O e, [ Y- PP

L-m-ﬂ—-l

.
IR,

Thwe 5o

7

e s
ReceveD ‘*’}\
=] 10 DEC8 T
N\ productiviy /)
L7, Commission 4 -/
NG SR

. ; - =

DIGITAL TELEVISION STUDY

WAVE 2
PREPARED FOR FACTS
SEPTEMBER 28, 1999

#4105

@

WIRTHLIN WORLDWIDE AUSTRALASIA PTY. LTD. EGH 074 07F 4B%
PO Box 178 Deakin West ACT 2533/ Unit 3, 18

Telephoame 481 2 ASED 4880 rog

Berira

roStreel Yarralumia ACT 2697 Australia

£* 7 RZEC 2951

VISVIVHELSNY 3QIA

AJQTHOM NITHLHIM




2

—

e (TS — [P—— il

Wl i [~ [ S—

| F—

[ S

e oo

WIRTHELIN WORLDWIDPE AUSTRALASIA PTY, LTD. @

CAUTION

Wirthlin Worldwide Australasia is pleased to present the tapline results of this
study to FACTS. This repert combines the findings of both qualitative and

quantitative market rescarch.

QUALITATIVE ¢

Qualilative research is primarily designed to construct hypotheses and to
discover and explore creative leads. The focus of Qualitative research is on
how people think, as well as what they think. It is designed to provide a
window into the thoughts of most people, most of the time. This research was not
designed however to quantitatively “define” the marketplace.

QUANTITATIVE

Although the most sophisticated procedures have been used to collect and
analyse the information presented here, it must be remembered that surveys are
not predictions. They are designed to measure public opinion within
identifiable statistical limits of accuraey at specific poiuts iu time. This survey
is 111 no way a prediction of opinion or action at any [uture point in time.
Indeed, we believe FACTS could potentially have a strong capacity to influence

opinions on this currently non-salient jssue.

It should also be noted that we have approached the issues of digital television
and datacasting {rom a broader public-affairs perspective, rather than a purely
commercial one. I scelsing to establish soflt voler’s expectations desires of
government on this issue and subsequent reaction to FACTS’ position, we have
naturally gauged levels of interest in both HDTV and datacasting. However
these results should not be interpreted as predietions as to the future
conswmption patterus of Australlans when these lechnological advances become

a reality.

FACTE research 1/27
September 399
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METHODOLOGY

Four focus groups were held in Gosford (2) and Brishane (2) on Saturday 4
September and Monday 6 September 1999, Each focus group contained
between 8 and 10 Australians who filled the following recruitment eriteria:

® 1 of participants aged 18-34 and 2 aged 35-54;
¢ Participants did not belong to any group actively trying to influence
government;

¢ larticipants do not, have not, nor have any family member helonging to a

profession which might give them an unusual insight into social issues in

Australia (marketing, PR, adverlising, media, politics, teaching, financial

services ete);

o All participants watch a minimum of 10 hours of television per week;

® Participants were persuadable voters (nol members or strong supporters of

any political party and had not ruled out voting for either major party at the

next federal election).

The focus groups phase of this research was followed up by a quantilative
survey of 801 television-owning, adult Australians stratified and weighted

according to state, age and gender (according to ABS statisties).

The maximum margin for error on a sample of 807 iz +3.5% in 95 out of 100

cases. Any varialion 11 reported percentages ot +/- 19% is due to rounding.

The focns groups were moderated by Simon Berger, Senior Project Director

and

this report was writlen by Mark Textor, Managing Director and Simon Berger,

Senior Project Director.®Any questions related to the attached findings should

be addressed to Mark or Simon at (02) 6260.4990.

FACTS research
September 1999
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EXECUTIVE SUMMARY

* Middle Australia express mild to strong levels of excitement about the
prospect of HDTV. Fully 60% have confirmed that they are interested in
the lechnology. In particular they look [orward Lo

> Sport. (It will be “just like being there™);

» Movijes. (Cinema quality picture and surround sound makes “all the
difference™ to high budget movics like the Titanic);

Wildlife / documentaries. (Will make nature specials “even more

spectacular” and “quite moving”);
> Music / music videos / concerls: (current TV picture / sound does not

“do them justice”.
® Given a choice between HDTV and datacasting, 629% of Australians would
prefer HDTV (39% strongly prefer, 23% somewhal prefer), while just 21%

would prefer datacasting (13% strongly prefer, 10% somewhat prefer).

* There are several reasons why participants displayed a preference for HD'T'V
to datacasting:

1. While television is a trusted friend, datacasting is not. While [TDTV 1=

seerl as dn improvement on something we already have, use and like,
participant’s reaction to datacasting is that it s “just another (new}

thing™.

2. Furthermore, while HDTV is seen as an improveroent on something that
alleviates stress,tany see datacasting as sorocthing that could lead to
(even) more stress!

3. Morcover, it is thought that HDTV will be something that is casy to use.
Datacasting by contrast is seen as something more complex and
therefore stressiul. While only 14% describe datacasting as simple and
easy o nse, 67% think HDTV will be.

4. While neither medium is seen as entirely wholesome, it is thought that
television has a legitimate role in society. By conlrast, people do not

understand the role of datacasting and express concern thal it will make
us potentiatly removed from rcal socicty as everything will be able to be
done via a TV screcn (and thus potentially further erode Australia’s

senze of communily).

0. TV is something that people can share. Datacasting by contrast is seen

as 4 much more individualistic / isolated and cven lonely activity and

FACTS rasearch 3.7
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therefore not condueive o “togetherness” within families, communilies
or Australia as a whole.

6. Participants are in no doubt thal the internet will continue to mprove
and offer limitless henefits and opportunitics (as well as risk) and so can
not identify any benefits of datacasting over and above those offered by
lhe internet. |

If it is the case that heavy use of the digital spectrum interferes with the

current analogue signals and that a trade off is necessary, it is the almost

unanimous wish of group participants that datacasting be the first sacrifice.

Fully 62% of Ausiralians indicate a preference for ITDTV over datacasting.
b/ [ g

In light of the {act that television broadcasters wonld be required to make a
considerable investment and continue to conform to the current hroadcast
gnidelines, participants think it both fair and desirable that the transition to
DTV be allowed to coinmence unhindered.

While not understanding the full technicalitics of the restrictions FACTS
propose for datacasters, participants accepl the logic that if datacasters are
allowed too much latitude. that they will be at an unfair competitive
advantage to broadcasters and thus the transition to HDTV might be
threatened. Given that their preference is strongly in favour of TIDTV over
dalacasting, they are more likely to agree with the arguments of the

broadcasters and support arrangements that will ensure the success of the

transition to HDTV.

Fully 62% agree thal it would be unlair lo allow datacasting to have the look
and feel of television so that it can compete dircetly with TV withoul having

to make the same commitments to Australians as television broadeasiers.

The immediate and obvious benefit of requinnyg lelevision stations to
broadcast in both standard and high definition is that they have more choier
{so they can choose the “Holden™ or the “Mercedes™ options). This initial
attraction to more choiee however is very easily removed by the FACTS
suggestion that this would create two “systems”. Participants displav a
definite propensity to be persuaded to the FACTS position by the argument

that:

7 Two systems will be too “messy™

-

» II'TV nexworks are spending $1 billion on the transition to digital, that it
1= important that the transition works;

FACTS research 4/e7
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» The more people wha go for HDYTV sets, the quicker the price of these
sets will come down.

* Participants still have nightmares about the “VHS versus Beta shambles” of
the 1980’s and express a strong desire to have a smooth Lransition to digital.
To make a sinooth transition, a majority (54%) believe that we're better off

lo pick one system and bring everyone onto that system” rather than )
“stuffing around with half arsed options”.

® The argument to encouraging the widespread take-up of HDTV scts and
receivers is also holstered by:

> A belief that 1o some extent, people “need protecting {rom themselves”.
As with the case with Beta video buyers, it is thought that those who

stick with standard definition receivers would soon lament that they were
stuck with the “half arsed option™;

> Itis thought that HD'TV wonld he the medium that is more likely to
appeal to & mass audience. Tt is thought that the people who are most
likely 10 embrace datacasting were in turn NOT likely to be those unable
to afford an HOTV sct / recciver (and so the “affordability™ argument s
somewhat flawed).

hvi

Participants are amazed at how quickly the cast of new technology
comes down, as evidenced by the crash in the § price of VCRs
computers and mobile phones (to the point where they now literally give
them away). They have little current doubts that the same will oceur
with ITDTV. 85% of Australians agree (52% strongly agree) that “as
more and more people cateh on Lo high definition 1elevision it e
inevitable that the price of high definition TV sets will fall, just like the
price of computers, YCRs and mobile phones have all come down”.

FACTS resaarch 5/27
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DETAILED FINDINGS

TELEVISION

Our four focus groups onee again bronght together a surprisingly wide cross
seetion of Anstralians! The characteristic thing they did have in common was
that they were dedicaled watchers of television. While most agreed that you
shouldn’t walch too much and some lamented that they or their families whre a
little 1oo reliant on television as a form of entertainment, there was unanimous
agreement Lhal television plays some constructive and important roles.

PRACTICAL BENEFITS

Australians nominale a number of practical benefits of television. First among
these is thal iU’s a means of “keeping up to date” with what is going on in the
world around them:

TV s how you keep up to date with curreni events. Ity ke your window
on the world.”

“lwalch the news for the information because [ don't have time to read
the newspaper any more.”

Our audience appreciates the fact that unlike other forms of communication
such as the inlernel, television comes to you. That is, you do not have to go out

Se ¥

and seek information and entertainment, you can sit back and watch while it
comes o you:

L J
“You don’t have to rely on getting it with a keyboard or o mouse. It
cornes throuwgh to you. It's just there and you don’t have to do anything.
Whereas with the internet you can’t do that. You have to read it and
access i.”

“After a day ai work, and vou come home and cook an evening meal, it's
Just good. to sit down for relaxaiion, otherwise what would vou do? It's
just good, you don't have to think about it.”

“You go to the Internet looking for something where as the TV you know

what it 1s and vou go stralght to it.”

“Inyour own home, you don't have to get dressed up to go anywhere, it
doesn't raiter if 1t's raining.”

FACTE research 6/27
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The utility of 1elevision is enhaneced by the fact that it does not have to

command your full attention. Participants observed you can still do things such

as cook the dinner, do housework. talk with your family, read and knit while the
television is on as television enabled yon to “tune in” and “tune out™ as you
please:

“It’'s a good way to keep up. You can do other things while it’s on. Jtjust
comes to you.”

"t doesn’t require your full attention. You can just have it on in the
background and then tune in when something interests you.”

While parents are careful to prevent their kids from watching too much TV, they
continue to describe it as a good “babysitter™. It is capable of holding the
attention of children while their parents get other things dene. Parents are also
reassured by the fact that there appear to be rules in place to ensure that the
content is suitably classitfied and “censored”. This gives them peace of mind to
get on and do other things.

“The kids sit down and watch the TV while you can get on and do other

stuff.”

“You can sought of work your house work around Sesame Street or Play
School and say well while this is on I'm going to do this.”

PSYCHOLOGICAL BENEFITS

Our foens group discusgtons revealed that as well as fulfilling some important
“fimetions”, television has a positive psychological affect on Australians:

First and foremost, Australians see television as somethiug thal enables them to
relax, particularly after a hard day at work:

“After a day of thinking and dealing and coping you don't have 1o think.
vou can just sit and receive.”

“Most people who have access to a compuer dor't particularly want 1o
come home and get onto the Internet. You really want to just switch off

and that’s what television allows you to do.”

By giving people a “break”, it is thought that television iz comparalively

healthy form of escapismu. It is thought that if you're under stress that there is
always plenty of light cutertainment that can help vou unwind and “take your
mind off your troubles™:

FACTS research 7187
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“You can just sit there. You don’t have to think. You can take your nund
off things youre worried abous.”

“Instead of thinking of problems festering inside you, it just puts them to
the back of your mind, it’s a way out.”

“It gives you a bit of escapism. Like you can come home Sfrom work and
there will be a good comedy on or something and it Just takes your mind
off your problems.”

Il is thought that by bringing real life personalities into people’s lounge rooms
that television delivers “companionship” to people who are alone:

“If you're on your own during the day I think its good company.”

“The people that you're seeing on TV all the time, you actually get guite
Jamiliar with those personalities. So regardless of whether they're real
characters or not you get quite familiar with them so they become

companions,”

Television is now considered to be a part of life. Like a fridge and a washing
machine, it Is seen as a constant aud universal feature in {(alinost) every
Anstralian home. In a changing world, television is ane piece of technoiogy that
participants feel very comfortable wilh:

“It's a culture thing. IU's something we've all grown up with. It's Just a
part of your life.

“It’s something you just have in every household. You've got a washing
machine, a fridige and a TV.”

BENEFITS FOR THE COMMUNITY / AUSTRALIA

Putling on their “altruistic™ hal, our audience also believes that television has
somc very real positive impacts in promoting community and naijonal spirit

and, In a way, unifying people,

Unlike othcr forms of information or caterlainment such as reading or the
internet, it 1s thought that TV can bring people directly together (as opposed to

“remotely” bring people together on the internet). While reading and the

internel are considered private activities, participants note that people can sit
down and watch televisjon together, with their familics or friends and slill

wteract with each other “face Lo face™ and “in person”.

FACTS research 827
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“You can bring your mates around and waich sport and still enjoy their
company”,

“You can losc track of realivy with the internet. There's very much a

Jalseness with the internet. You could be tulking with vour neighbour and

have no tdea that you're doing t.” J ‘

o [t is thought by many that television is important for Australian culture as it
provides a medium for our great personalities and entertainers. Our
andience noles that a whole industry revolves around it as do countless
Australian jobs.

“That’s where Paul Hogan and Mel Gibson got their start,”
“It provides jobs for Australia.”

¢ 1V fosters our love of sport (which is seen as an entirely wholesome).
Through bringing us coverage of top sporting events, it builds national pride

in our heroes and inspires us. For example many participants commented
on how “wonderful”™ the recent Pan Pacific Swimming Championships were
to watch and how everyone could talk about and take pride the feats of our
warld heating athletes. By so doing television is thought to build a sense of

cormmuiily whereas Lhe inlernet breaks that into individualism.

“IUs part of our culture, We try and live a healthy and balanced lifestyle.
Appreciating sport is part of that.”

»
“Is traduion. We watch sport on 1V, 11's something we've done since
school.”

“Didn’t you watch that Pan Pacific swimming! It was fantastic. Our
whole family watched w every night and at work, that was all we could

talk about. [ think it was a really great thing for Australia.™

e TV is thought to keep people on the same wavelength and brings people

together. After seeing the same news reports the night before, people can

share opinions and gencrate debate on current issues.

“Kids at school (high school). they watch certain programs and they can
tall about them at school, of vou had them on pay TV they wouldn't
necessarily watch them all at the same time.”

FACIS research 90"
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“You can get a different point of view. If it’s a social issue or something

and i comes up on TV, then you'll talk about it with other people and
debate it yourselves. Maybe even change your own opinion.”

“When you go to work you don't hear people talking about what they
watched on the Internet last night.”

THE SWITCH TO DIGITAL

There is a reasonably wide, yet vague knowledge about the impending switch lo
digital TV. A slight majority of survey respondents (56%) claim to have
recently “seen, read or heard” something about the switch to digital:

AWARENESS OF HDTV

A8 ¥OU MLy kncw, mnee wheviminn lagan o the 1950 it i alwiye beeo trspamitie d Lhitrvagh 1he sicwsver in o furm gxlled soriogue - Qe In
Llack mint white sl lnter en colonur, 4 major upgrasie of techooiogy uscd to beesdewst ickovisive is gow oeeurting Lrolnd the world with a ahifi
Torm tis snaingue Mem Lo b new dgtel Torm of trenamission, Befone today, have you rewal peen or hewnd snything abant thin jsoebeasis | shifc

fratn b analngue to o digital irnasruission svaiem? T ias defnitely yes. o probably yes, on jsrabaldy ou, or defimisle no?,

Totd Yes
T ritety Yes

Pty ves §

Taz raanae RS
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The most conunon pereeptions that are eurrently held toward digital TV are
that:

o digital TV would deliver “superior picture guality and sound™;

“You'll get nvice as many particles what ever it is, transmitted from the
station inta your TV ser. So you'll have a higher resolution piciure
because you've got more parts of the picture if you like. s vpposed to what

we have now.”

» A perception held by a sinall nwnber of group participants, based on

newspaper reports, 1hat the new system would be “cxpensive”.

FACTS rasearch 10727
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“810,000 1o £15,000 it was in the paper the other day, for a television.”

“The TVs in 2001 will be really, really expensive (digital TVs), they will
probably come down in price by the time it's 2008 and they will probably

¥

be as cheap as chaps Twould reckon.”

HIGH DEFINITICN TELEVISION (HDTV)

When given a brief explanation of HDTV (as basically meaning that “television

images and sound will be improved so that you will get cinema quality pictures

and CD quality surround sound”), fully 60% of survey respondents confirmed
that they would be interested either very interested (20%) or somewhat interested

(40%) in the prospect of high definition television:

INTEREST IN HDTV

Thae af e chigee it will eane ms o e sl A7 i trmosibions b Liginn | TY i that o will imcludes w Fewians eelled igh Befiaiton Television, This
bmsinelly meane thet wievision inages sud sonud vl e Bmproved s tat yor will gel cinems gnality picturey and GO guality surreand sonnd,
Like: thi: mualogm: o of keleviaron we benw now, s service wnold be free except dar the canl o e Ieleasion =1,

Tould rou personells sar el v ere ey i [ spmwmhal j d, oo very | | or oo me el 1in whe prros af fren-io-
rir cipema aquulity picioes nd OOV quality surronnd sonnd throngh frec-to-sir Wigh Definition Telovision boing mude evwiladie aver the o fow

renent
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e

‘The appeal of HDTY was based largely on the understanding that 1t wonld

cssentially be like the television that we all know and love. only with superior

pleture and sound:

“lt will be better on the eve and ear. It's a listening and looking prodiwct,

so if they can get those two better, then that would be grect.”

FACTS research
September 1899
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“If vou've got o TV that’s got a really bad picture, then it’s not worth

walching. The picture definitely makes a difference. This looks like it
will be really good.”

In contemplating HDTV, parlicipants particularly look forward to:

* Sport. Itis thought that by applying cinema quality picture and CD qyality
surronnd sound to sport coverage that HDTV will make sport on TV “just
like being there”.

“Weith sports, I like the sound. Like the sound of the golf ball being hit.”
“You'd get the perception that vou're actually live there at the evens.”

' Movies. It is thought that the cinema guality picture and surround sound
makes a big diflerence Lo big budget movies (like the Titanic for example)
and that watching them on TV / video is “just not the same”. Participants
cagerly anticipate being able to have the same cinema experience in their
own homes.

“There are some mouvies that you just have to see in the movies with that
big screen and. the surround sound. If vou watch them at home on video,
W’s just not the same.  Like what was that four-hour movie that everyone

Just had to go and watch (the Titanic). You couldn’t watch that ai home.
But at the movtes it was quite spectacular.”™

“Fwen wuh the all round sound system it makes it more realistic when you
are watching TV ®especially movies. An upgrade of the picture and better
sound systems would make it much more exciling.”

* Wildlife / documentaries. Tt is thought HDTV’s cinema quality will make
nature specials “even more speclacular” and “quite moving™, not to

mentiton mere 1ife like and realistic.

“Ie would be like going to the movies but you could stay at home. And ]
think if you had something like o wildlife documentary and vou could see
really top pictures and get all the little sounds, then that would just be
Jantastic. Ji wouwld be a really emotional experience.”

s Music/ music videos { concerts: In a medium that would “do them justice”.

“What about inusic video’s and concerts and things. Thev're not that
great on TV, but-if the sound was much beiter, that would be good.”

FACTS research 12/27
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DATACASTING

Given a description of datacasting, slightly less than half (49%) our survey
respondents claimed that they would be interested in datacasting, compared to
50% who claim thal they would not be interested:

INTEREST IN DATACASTING ;

1Yy alse making high speed data transndssion possihle, diglal wievinlon hans the potential o 0ifer o wide mnge of high
apeed inlemnet type services inle the hame via 1he Digital TV recciver, This lochnalagy s callid dalacasting.
The eorts of Lhings dotscanting caull do i provide top intemnel sites, news and weasther information, all 1ypes af
infarmation feom TV paidea to the alack exchange, sporte resulls, clussfied sdvertisiog, online guimes wnd all kinde of
interactive tranpactioun from huaking W travel e slopping.
Would you peerrotally may thal you are very intereslol, somewhal mlerertel, nol very inleresied or ned at oll intereated in
\he: prospect of detacasting being mode available over the nexs Tew yeur?

Total rderesied
Very ntarecied

Strrew ha eterested

Mot very mkeresied

Mk 30 ak interesiod .
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Despite being renowned for embracing “gadgets” and new forms of technology,
Australians arc tending to view a number of technologies with caution and in
some cases a form of mild {ear. In recent years people have witnessed

technology advance with immense speed and canse some fundamental changes
on the society they live in. It is thought that some of these changes have not
always been for the better. Specifically older participants wonder “where it will
stop”:

“What happened to the good old days when vou used to actuaily go out 1o
the bank. [ mean we're slowly but surely isolating ourselves. My TV is for
entertanment. But the banking or whatever. You get to ihe stage where
you have information overload. It gets to the point where you don’t care.

I can set a clock radio surely and work a VCR, that's enongh for me. But
my 1V’s for entertainment. [ you can get better picture, well great. But [
don’t want my life to revolve around a linle box.”

“I think the iden of doing your banking through the TV is a bit scary.”

FACT! ~=:search 13727
Septernoer 1239
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DATACASTING VERSUS HDTV

Given a choice between HDTV and datacasting, fully 629 of Australians
indicate a preference for HDTV (39% much prefer DTV, 239% somewhat
prefer HDTV). Just 249% indicate a preference for datacasting (10% somew

prefer datacasting, 13% much prefer dalacasting):

hat

HDTV VERSUS DATACASTING

IF you hed 30 chonse berwsen awe o the viher, af these pew fums of echnobegy, which one wonld you inesl preter 1o e introducerk:
Cireems Quolily pciures ond sounds through fren-ioegis High definiion 177 B0

dnderacifae dafiocmogation roal fute secdces theough delocosting”

Is thwl mueh prefer or eamewhas prafer?

Toml prefer HOTY

Much preler HOTW

Sormaw hat prefer HOTY

Towsl Frefer dataczstog

Samew Rt prefer dotacasng

Much preler Catac asting

. I
. i |
1101 Ko ! i

| |
A S —

0% 10% 20% 30% 40% 50% 60% T0%

datacasting: :

There are several yeasong why participants displaved a preference for HDTV to

1. While television is a trusted friend, datacasting is not. While HDTV is seen

as an improverment on something we already have, use and like,

participant’s lop of mind reaction to datacasting is that it is “just another

{new) thing”:

“It’s just another thing. Hew much choice do we really need? Ji's just
another new thing that we don’t really need. | mean if you look at wh

(2l

we need, we need Lo eal, we need to work, we need 1o relax. Where will

technology stop? Soon we’ll all be talking to each other through our 1
I don’t know much about it, but | don’t think you could say this is
something we need.”

2. While neither madinm is secn as cntirely wholesome, il is thought that

Fs.

television has a legitimate role in society (in informing and entertaining us,

FACTS research
September 152%
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in allowing us to relax and escape and in {acilitating the growth of
Australian eulture and engendering some national pride). By contrast,
people do not understand the role of datacasting and express concern that it
will make us potentially removed from “real” society as everything will be
able to be donc via a TV screen (and thus potentially further erode
Australia’s sense of community).
{
“If you can do everything through the TV rather than actually going owl
and buying things over the counter, then that will cost jobs. And we're
going to be spending our entire lives inside.”

“I think people are lnzy enough today as it is without having that as well.
I like going out and speaking to people in shops.”

TV is something that people can share. You can sit in [ront of TV with your
family or your mates and you can still interact. You can talk lo people the
next day about something you all saw on TV the night before. Datacasting
hy contrast is seen as a much more individualistic / isolated and even tonely

activity and thercfore not conducive lo “togetherness” within families,
communities or Australia as a whole.

"I need sport on TV. I'don’t need datacasting. [ can do withowt
interactie stuff, but me and my kids can’t do without the next test

maloh,”

“A group of you can sit there and waich the TV wogether. You can sit
there and have a laugh and all watch the football or whatever. Yeah I
s'pase you can hawe two or three people around the sereen for datacasting,
but basically it seems like a bit of a private thing.”

Television is something you want to relax in front of. Parlicipants do not
associate interactivity (clicking bultens / searching for material / reading
text) with relaxation. While HDTV is seen as an improvement on smnething
that alleviates siress, many see datacasting as something that could lead to

{even) more stress!

“You don't interact with the TV. An increuse with viewing pleasure would
be better than interacting with the TV. Idon’t know how you'd do it, with
a remote control or a screen touch, but { don’t know if I'm into that.”

It is thoughl that HDTV will be something that is casy to use (like the TV
vou have now, only better). Datacasting by contrast is seen as something
inherently mare complex and therefore stressfu].

September 1592
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“Datacasting takes away from the relaxation.”

“I don't use that sort of thing for entertainment, to me it's just work, it's
hunting down something that I want, whether it looks pretty or not, its not
going to make a difference to ime one way or another. But TV I use for
entertainment and the higher quality the entertainment the happier T'll

be. ;
Quantitatively, on most measures, TV viewers prefer the idea of HDTV to
datacasting. In particular, HDTV is more associated with the following

descriptions:

o “Will be a good source of relaxation” (by a margin of 82% for DTV to 7%
Jor datacasting, with 11% unsure);

s  “Will provide the most enjoyable entertainment expericnee” (73% to 13%);

o “Will be uncomplicated and simple to use” (675 to 149%):

o “Will be a healthy form of escapism™ (53% to 19%):

e “Will be a relatively wholesome form of entertainment and information”
(42% to 389}

Furthermore, HDTV fared better when comparing the two medinms on the basis
ol which would be unlik:él_\_-‘ to have “undesirable effects™. While just 19% of
participants associated HDTV more strongly with the deseription “could have
undesirable effects on socicty”, fully 43% associale datlacasting with this {ear.

While HDTV was clearly the preferred medium, datacasting docs have some
perceptual “equities”. Our survey audience tends to think datacasting may
have an advantage 1n gencrating information and as such be an effective ineans
of “keeping up to date™ and an effective learning tool. Datacasting is more
closely associated with the following descriptions:

o “Will be a good lcaming tool™ (is more sirongly associated with datacasting
than HDTV by a margin of 75% 0 11%};

o  “Will be 4 good wav for people o “keep up to date’ with what is going on in
the world around them™ (70% datacasting, 20% HDTV):

-

FACTS resesich T
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¢ “Will make life easier for Australians™ (53% datacasting, 14% HDTV);

Perceptually howcver, there is already an interactive communication /
information tool, namely the internet. Participants are in no doubt that the
internet will continue to improve and offer limitless benefits and opportunities
(as well as risk) and so strﬁggle to identify any benefits of datacasting over and
above those offered by the internet. ' ;
“I'd go straight io HDTV because it would give you an improvement
straight away to the same TV which I like now. A lot of that datacasting

stuff you can do on the internet, or if you can’t I'm sure youll be able to
soom.”

“Because I think you can use the internet. The internet’s only going to
get cheaper.”

"I think that information is avadable on the internet so why have it? And
also I'd rather go out and do my banking and shopping, s getting out of
the house, people would become so lazv,”

Furthermore, the benefits of datacasting are scen to be inconsistent with the
core function of a television — which s to bring about a state of relaxation by
delivering information and entertainment via an intrusive medium (ie, one that
comes to them). Like the internet, datacasting ix seen as a too] that would be
useful, but sermecthing that is associated with working and learning, not
something you associate with relaxing. For this reason the benefits of
datacasling are somewhat discounted:

4

“l've already got the Internet, and I work from home so I use that for just
about everything. 1 just like the TV to sit down and have a good clear
picture und good gquality,”

“TV is more entertainment where the Internet is more where vou warn.
some specific thing to look wp and find the information, and if I'm at
home on the computer I feel like I'm just at work. Because I work on the

computer all day I don't really want to get vn it at home, §'d rather watch
T'[Ir?' =

FACTS rescarch 17727
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SUMMARY - HDTV VERSUS DATACASTING
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THE TRANSITION FROM ANALOGUE

Perhaps the most pleasing aspect of the 1998 deal on Digilal Television is that

participants indicated that they would, ideally, like morce time, the broad

conscusus was that this was a fair provision, because:
s [t would give people time to plan shead;
. -
e [t is close to the approximate life span of a new television anyuway:

o [t would allow time {or the price of new technalogy to come down;

e At the samce time restricting the transition period to eight years, it would be
fair on the TV nelworks and would not indefinitely delav the transition to tize
new digital system:

“But you've got eight years. TVs break down, people need to buy newe TV
anyway.

“Fight vears. That seems fair cnough all round.”

During this eight-vear transition to digital, paricipanis arc
unanimous jn wanting to be assured. first and foremost. that their

FACTS reses-zh 1627
September 1409
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current analogue signal will not be disropted. While uncertainty exists

ahout what digital television will ultimately deliver and how much it may cost,

participants seek the cerlainty and peace of mind of knowing that the current

form of television that they know and like will still be available as it is today.

For Gosford participants {included in our focus group sample}, maintaining
eurrent analogue television includes maintenance of the “overlap” stations they
reccive from Neweastle, Tt is considered one of the “perks” of living on the
Central Coast thal they have both Sydney and regional versions of the main

hroadeasting stations:

o When a crickel game at the SCG is nol a sell-oul, Sydney residenls are
denied coverage of the maich. Central Coast residents however can pick up
the transmission from Newcastle;

® The local news is often more informative and relevant than the bulleting
coming out of Sydney. Central coast residents like being given the choice.

¢ Ofien program times are different between the Sydney and regional
networks. Central Coast residents like the extra flexibility and this offers.

There is a clear order of preference in the arrangements during the cighteycar

transition to digital TV:
1. Ensure that the current analogue signal remain intact, then;

2. Introduce HDTYV, Lhen;

b

x

3. Introduce Datacasting.

If it is the casc that heavy use of the digital spectrum iuterferes with the cirrent

analogue signals and thal a trade ofl 1s necessary, 11 is the almost unanimous

wish of group participants that datacasting be the first sacrifice.
“Keep what we've got tntact. That's the most tmporiant thing.”
“If vou had a choice of which to get rid of first, it would be datacasiing.”™

“This isn't the sort of technology I'm willing to suffer for, I'm not willing
to gwe up anything for it....Yes, it’s a nice to have, not @ must have.”

“We can do without Datacasting because we haven't had it before. But |
can’t do without.a clear picture for the next cricket test!”

FACTS reszarch
September 193¢

—
hh;_t
i

4



b

HE— v Sl

M lira g

| S— Peartmind [ro— [ V—— [ ——

-y

WIRTHLIN WORLDWIDE AVSTRALAGIA PTY. LTE. @

“If it was over a six month period I suppose we could put up with it but not

Sor a erght years. No way.”

THE DEFINITION OF DATACASTING

As mentioned above, participants lended to think the Digital Conversion Act of .

1998 seemed to be a sensible and fajr outcome: !

* It was thought lo be “fair enough” that the television stations be loaned

speclrum for free, in light of the $1 billion they would need 1o upgrade to be

able to transmit HDT'V;

e Participants are pleased that TV would remain free, be broadcast right
across Auslralia, retain 55% Australian content and be subjcet to conter
{classification) rules;

1t

» [larticipants are generally satisficd that eight years is a “fair length” of time

to allow for a fair transition.

In light of the fact that television broadcasters would be required to make 4
constderable investment and continue to coniorm to the current hroadeast
guidelines, participants think it both fair and desirable that the transition to
HDTV be allowed to commence unhindered:

“If they're spending a billion to get this up and running, you've got to

give it a chance to work.”
>

While not understanding the [ull technicalities of the restrictions FACTS
propose for datacasters, participants accept the logic that if datacasters are

allowed too much latitude, that they will be at an unfair competitive advantage

to broadcasters and thus the transition to HD'TV might he threatened.

FACTS research
September 1999
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Agree Disagree D/S
Argument for HDT'V {Strongly)  (Strongly) | Agree —
Disagree
(Strongly)
If the TV stations have to spend Towal % 62% 19%% +43%

- upwards of $1 billion upgrading the

sysiem and equipmenl in order lo
broadcast cinema quality high
definition TV and are still required to
keep television free to air and provide it
right across Australia to regional areas
as well as capital cities, it would be
unfair to allow datacasting te have the
look and feel of television so that il can
compete directly with TV without
having to makec these same
commitments to Australians

C@21%) (9% | (+1B%)

“f think the TV stations are right. They're spending all this money.”

“They're looking to become broadeasters and not incur the same expense

us broadeasters have to tncur, and provide services to regional areas.”

“ think it's like the Telstra | OUptus thing where they are just looking for a

Sree ride on the existing network.”

Given that their preference 1s strongly in favour of HDTV over datacasting,

Australiane are probabli® at this time, more likely to agree with the arguments
of the broadcasters and support arrangements that will ensnre the success of the

transition to TEDTV:

. Arrument for HDTY

it is more important for Anstralia io Total %
make the conversion to world class high

definition digiral television sucressful

than it is to bring about world class

datacasting

Agree Disagree Dis
{Strongly}  (Strongly) Agree - |
Disagree
(Strongly)
519 30% +2495

(20%)  (13%) 1 (+7%)

“J think the TV is the thing that's there first it should remain high

definition TV and the datacasting should be a secondary thing.”

FACTS reszzich
Septer.:oer 1390



A

[P~ S

k‘u—nlt

[ WP —

WIRTHLIN WORLDWIDE AUSTRALASIA PTY. LTD, @

TWO SYSTEMS?

The immediate and obvious benefit of requiring television stations to broadcast

in both standard and high definition i1s that the television consumer will have

more choice (so they can choose the “Holden” or the “Mercedes” oplions).

This initial attraction to more choice however is very easily removed by the

FACTS’ suggestion that this would create two “systems”. Participants displava *

propensity to be persuaded to the FACTS' position by the argument that:

¢ Two systems will be too “messy™;

¢ If TV networks are spending $1 billion on the transition to digital, that it is

important that the transition works;

e The more people who go for HDTV sels, the quicker the price of these sels

will come down.

Agree Disagree /= [
Argument for HHDTV (Strongly)  (Stwongly} | Agree - :
Hisagree
{Strongly)
Given that there will be an eight year Total 9% 726, 2% +519%
pexiod to make the switch to digital, it 1s (40@})) {(}%) (+3']%)

better to pick the best system of
television and go with the one system,
rather than having two standards of TV,
which rely on two difierent styles of
Television cquipment

L] ]

]

Parlicipants sUll have nightimares about the “VHS versus Beta shambles” of the

1980°s and express a strong desire o have a smooth transition o digital. To

make a smooth transition it is thought to be better to go straight for the best

system rather than “stuffing around with half arsed options™:

“I don't thenk vou want two systerns. 1f the technologies there to unprove

it, then improve it. If they just had three vears 1o switch over I'd be filthy,
but if its eight vears. then just go for the better option.”

“f think that'’s a good example, VIS and Beta. That was just stupid. We

dor 't want something like that.”

“If one’s seperior and one’s wnferior. then why siuff around with the

inferior one?”

FACTS rescarch
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“The difference between VIIS and Beta, everyone knows the experience

there. Why would you want to go through that again?”

“You will have a choice. You can buy a small set. or a big set. You can

change over right away or you can take your time. But why have two

systems? "

¢

When confronted with two dixmetrically opposite views, of providing more
choice, with a cheaper option (represented by Mr Jones below), or simplicity
through picking one system (represented by Mr Smith below), our survey
respondents indicated a preference for “picking the best system and bringing
everyone onto it” by « ratio of 3 to 2:

Methodolugy note: In order to determine which of two opposite posiiions our
survey respondents agreed maost with, we presented them as the opinion of two
feypothetical people — Mr Sinith and Mr Jones.

Mr Jones thinks the TV networks should be required to broadcast in both « lower
quality standard definition and in cinema quality High Definition so when
consumers upgrade their sets they will have a cheaper option and therefore have
more choice.

Mr Smith thinks that in order to have a smooth transition from analogue to digital
TV thas we're better off 1o pick the best system and io bring everyone onto tha
system. He thinks the new system should be simple and that having two systems
will create too many problems, just like the problem cawsed by having VHS and
Beta VOR svystems in the 1980)'s.

e
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HDTV VERSUS DATACASTING

Swring frem Junoary 20401, there will be un sight year transition penngd from anelngue 1o digial in which TV networks will be reyuirel
1o heep the cxisling foou ol snelogue 1Y wichsiged iu onder o give pevple Line o copvert o odigia]. Aler thie time current snkiogur
Lebevinion mein may o langer e ahile Lo pick up s signal, so consumers will have 1o, a1 some point buy a couredcr boa, ur upaade tu s
high definition TY. There in currently same dehute s boul whelher or nol onee digits] TV comes inan 20H1 ] the TY nelworks shoold be

aired by law 1o broed digual selevislon in both luwer guality digital formmnt ge well an the high definition formal with cinema
yuulily pivture in eddition Lo breadeanting in mnalogue during the eight year transition. 1 went 1o read to you the opiniots of two
hypotheticat people mipd (o1 you 1o 1el e which opivion you agree ruore widls. Lets cull theme Iwv peaple MroSnith wend Mr Juaen.

Mr Jones dinks the TY networks should be required o braadeant in both o lower quslity standard definition and in cinema quality Wigh
Definiticn 10 when vonsumers upgrade thair et they will have & cheaper option and therefore have nwre shobee.

Mr Snsith thinka thal in anier to have 8 snaolh leansilion from eneloguore (o digha] TY thet we're hetier off 1o pick the best syslen and 1o

bring cveryone onto that syitem. He thinks Lhe new system should be simple and that having 1wn aysietis will cnoatle 1oo many proble
juet Lkr the prollem cavaed by having Y5 and Beta YCR systems in (e 1980, .'7

Toim agrwe w b Smits {1 nyslem)
Soongey agres w h Smin §Y syamm;

Surmw lpl ayime w B Snih {1 ey slem)

Total Agres w Ak Jaran [2 syatama]

Eomaw hil agree w b Joaas (2
oy et |

Strongly agres with Jones (2 spatama)

Nan'l Knewe

0% 10% 20% 30% 40% 50% 60% 70%

The argument to encouraging the widespread take-up of HDTV sels and
receivers is also bolstered by:

e A belief that to zsome extent, people “need protecting from themselves”. As
with the casc with Beta video buyers, it is thought that those who stick with

standard definmition receivers would soon lament that thev were stuck with

the “hall arsed option™:

“You can say its Food to have a choice, but like a lot of people bought
Beta videos and then saw that everyone else had VHS and wanted VHS
and so their Beta video became redundant.”

“People who setile for less will eventually kick themselves.”

“f think people need to be protected from themselves. If vou offer poorer
people a cheap one, then they realise they got the worst one, they’re going

to want fo change.”

“I dor't think it would work. The VHF and Beta didn’t work did it?
Otherwise people will buy the lesser gualily one and ihen not being happy,

and o few years later having to buy the other one.”

e 11 is thought tnat HDTV would be the medium that is more likely Lo appeal
to a mass audience., [t is thought that the people who are most likely to
embrace datacasting were in turn NOT likely to be those unable to afford an

FACTS rerearah 04/27
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HDTV set / receiver (and so the “allordability” argument is somewhat
flawed).

“The argument’s flawed. The people who are going to use datacasting
are your young white collar types. They're the ones who can afford the
Iligh Definition set. How many poor people are going to be jumping onto
datacasting right away. But they might want high definition TV.”,

“T'he people driving the demand for just standard TVs are not going to be
the people who can’t afford high definition. There are still a lot of people
who use cheque books for the banking. They’re not going to rush out and
buy something that will let you do your bunking through the TV.”

“The people who are going to be buying it first are the rich people, but
later on the prices will coming down.”

o DParticipants are almosl convinced that the cost of equipment HDTV sets and
receivers will come down markedly during the cight-year transition period.

# They understand and accept the argument that as HDTV “catches
on”, that more people will want HDTYV sels, the market will be the
Jarger, the production will be more efficient and the compelition for

the consumer’s dollar will be more fierce;

“T'here's people that have to have them and will pay top dollar for
them but there's only a certain percentage of the population that
will do that, so then of course the companies have to bring the
prices doyf.”

“You'd have people who would say f don't want a HDTV, but {
guarantee after a few years of seeing them around. when your TV
is ready to be replaced you'd probably think Gee v would be good

to get one of those super duper TVs.”

“If youve got SD and HD, and five million buying SIV and five
million buvying H1), then yow'll heve a certain price jor both. Lut
if vou've goi 10 million buving HD, then the price will be lower.
Because there will be so many HD sets on the market and it will be
{the every other new thing. That's how it works.”™

“With the level plaving freld. there’s no duties or whatever. These
manufacturers in Taiwarn, they 'l start producing lots of them,
they'll get better and better a: it and they’ll be cheaper.”

FACTS research 28,27
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“If 10,000 peaple buy a microwave, they’ll cost $§1,000. Butif a
million people want them, then they’ll produce more and produce
them more cheaply and cul their profit to sell more units.”

“There will be people that just have to be so up to date wiih
everything that they will just have to rush out and get one straight
away. So they’ll try and rip off those people first, but then when it
gets more widespread appeal, everyone will want one, so the price

will come down.”

» Participants are amazed al how quickly the cost of new technology

comes down, as evidenced by the crash in the $ price of VCRs

computers and mobile phones (1o the point where they now lilerally

give them away). They have little current doubts that the same will
oceur with HDTV:

“It will probably cost a lor when u first comes in but after it’s been
in there for a while it will become cheap.”

“It’s tradition. Whenever something comes in it’s expensive, butl i

comes down very quickly,”

“18 vears ago I bowght a video from overseas for $1,000 and that
was half price.”

“And I bet that would have had about three features. You could
buy that video now with 33 features and it would be a third the
price.” ®

“CD players. They came right down.”

“Mobile phones. They're giving those away. A few vears ago they
were 800 bucks and now they’re literally giving them away.”

“Look how affordable mobile phones are now? When they first
came out vou used to basically have to put « second mortgage on

vour house for them.”

“Yeah and now they are giving them away.”

The ease with which FACTS can POTENTIALLY offset fears about the price of

HDTYV sets is demonstrated by the sirong Jevels of agreement (85% agree, 52%

strongly) with the argument that ‘as more and more people calch on to High

Definiiion Television it is inevitable that the price of High Definition TV sets
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will fall, just like the price of computers, VCRs and mobile phones have all
come down. '™

Agree Disagree D/S
Argument for HDTV (Strongly)  (Strongly) | Agree —
Disagree
{Strongly)
.- . ;
As more and niore people catch on to Towal %  85% - 11% +74%
high definition tclevision it is inevitable (52%) (4%) (+48%)
that the price of High definition TV sets :
will fall, just like the price of . '
computers, VCRs and mobile phoues
have all come down.

IF IT’S GOOD ENOUGH FOR MEXICO...

Vour audience continues to be motivated by the argument that Australia should

not be left behind the vest of the world. For a elear majority of vour audience,
the argument that ‘if the US, Canada, South Korea and even Mexico have made
a decision to go with HDTV, that Australia should not be left behind...’
provides reason enough for policy makers to bite the bullel and make the

necessary decisions to ensure that there is a successiul transition to HDTV:

Agree Disagree | DS
| Argumen) for HDTY {Strougly})  (Strongly) . Agree -
Disagree |
{Slrongly) :
-
The United States, Canada, South Korea Total % 700, 139% + 66T
j and cven Mexico made a decision to go (42%) (5%) (+37%)
with digital television in sucl a way that
their citizens will have wide screen :
cinema guality television. Auslralia !
should nol be left behid by the rest of
the world and should make sure that the
conversion to high definition TY be
allowen to work
FACTS reseacch 7io"
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