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Broadcasting - Submission to Productivity Conmi ssion

Over the next three to five years broadcasting will go through the nost
i mportant change in its 60 years of existence.

The industry will have to change from a broadband service (a handful of
channel s) to a narrowband service (thousands of individual services). This wll
take place through the digitisation process which will basically turn
broadcasting into a conputer technol ogy. The effect of this will be to enable
an unprecedented mani pul ati on of the service and the industry will change from
one based on hardware to a software-driven application-based service

It will also change the total market paradi gmof the broadcasting industry from
one that has advertisers as its custoners to one that will have the viewers as
its customers. This is a totally unprecedented situation and it will involve
massi ve cul tural changes within the existing industry.

It is highly unlikely that the current conmercial broadcasters will be able to
adapt sufficiently to enable themto fully participate in this devel opnent.
Over a period of 5-10 years the new nmultinedia industry will be dominated by
ot her conpanies, including: publishers, software devel opers, content owners,
service providers, entertainnment distributors, etc. Progranm ng and
distribution costs will anobunt to only a fraction of current costs, thus
enabling many others to participate in the industry. It will follow the sane
pattern as the Internet and will have an enornmous denocratising effect on the
br oadcasting i ndustry.

The new digital TV platformw || becone a major interactive platform second
only to the Internet.

The PC-based Internet will stay very much where it is now, a personal device
for individuals |ooking for information, education, transaction services etc.

Digital TV will be the best vehicle for entertai nnent-based Internet
applications. O course there will be an overlap in the mddle, but the two
wi || never nerge. Because of this, the digital TV platformw || be able to
bring a whol e new group of users onto the information highway - people who
don't currently work with conputers (low inconme famlies), people who don’t
i ke conputers, new groups of elderly people, etc. Digital TV will be far
better suited for their interactive nultinmedi a needs.

The role of the governnent in all of this is to foster the devel opnent and make
sure that the maxi num nunber of people will be able to participate in the

know edge- based i nformati on hi ghway devel opments. In order to derive the
greatest benefits the government shoul d eschew technical regulations such as
splitting digital TVinto "pretty pictures’ (broadcasting) and interactive
services (datacasting). By continuing in its current direction, splitting the
technol ogy, the government will deprive a very large (generally

i nformati on-poor) part of our society of their chance to participate in the

i nformati on hi ghway.



Over the last 15 years it is apparent that whenever the governnent has tried to
regul ate technology it has failed dismally and has done nore harmthan good -
pay TV, MDS, nobile comunications and satellite TV, for instance. There is not
one single exanple in Australia where the governnent can prove that

technol ogy-rel ated policies have been beneficial for its citizens - or for its
industries, for that matter, with the exception of a very few, very powerful
nmedi a and tel ecomruni cati ons conpanies. It is sad to see that Australia is the
only country in the western world where the government wants to split the
digital TV devel opnents into broadcasting and interactive services. The USA
began to do this, but disappointment with the broadcasters who pronised digita
TV but didn't deliver are, at this very nonent, forcing the FCCto review its
pol i ci es.

It is also inpossible to avoid the conclusion that the main incentive behind
this policy is not the good of its citizens, but a wish to please a very snall
proportion of the industry, the incunbent comrercial broadcasters. By doing
this the government is blocking the devel opnment of a whole new industry based
on interactive nultinedia, which has the potential to provide tens of thousands
of new j obs.

W estimate the value of the total new interactive nultinmedia market will be
around $75 billion by the year 2006. This is nore than double the current val ue
of the conbined tel ecommunications, video and broadcasting nmarkets. Bl ocking
off this market froman energing industry will not only be detrinental to the
peopl e of Australia - the econony will also be affected, as it will prevent
Austral ian conpanies fromfinding their place in this new gl obal nmarket.

In previous subm ssions (eg Broadband Servi ces Expert G oup, Conmunications
Futures Project and the Deregul ation Process of 1997) we have al so argued for a
conprehensi ve all-inclusive regulatory environment.

Currently the market is regulated by ABA, ACCC, ACA, ACIF, DOCA, and others,
maki ng Australia one of the nost over-regul ated countries in the world. Al
these bodi es have their own agendas and are sending conflicting nmessages to the
M ni ster and the governnent, making it even harder for Australia to develop its
own industry and its own nmarket for these new broadband services.
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