[image: image1.png]



Working Group on

Digital Terrestrial Television

in EPRA Countries

Coordinated by AGCOM (Italy)

Executive Summary

Executive summary
Purpose and methodology of DTT WG

The main aim of this research is to assess the state of art of DTT development across Europe and to attempt an evaluation of the factors that can determine its success or accelerate the transition within a specific broadcasting environment; this has been achieved by analysing the main features of the broadcasting markets in different countries, comparing and defining different models of DTT development and assessing the role of regulators in the switchover process.

The information have been collected through questionnaires and processed in order to compare the different regulatory approaches taken in each country in order to define models and identify relationship between different variables. The aim of the research is to verify whether and to what extent there is a correlation between the degree of development and penetration of DTT and certain features of the broadcasting environment and of policies adopted for the roll-out of DTT.

Classification of the countries according to the penetration of DTT

In the first place, countries have been classified into three clusters according to the achievement and progress in the transition towards DTT:

A first cluster (cluster A) includes the countries where DTT has already been commercially launched and where the regulation and policies for the DTT start up and the switchover process have already been drafted.

A second cluster (cluster B) includes the countries where DTT is ready to be launched and where the regulatory framework is at a very advanced stage.

A third cluster (cluster C) consists of countries where a regulatory framework for the launch of DTT has not yet been established and the transition to DTT is still in a very early stage. 

Data analysis shows a variability of situations within cluster A, therefore the A group countries have been analysed according to one additional parameter, that is the penetration of DTT, considered both as a percentage of total TV households and as a percentage of “terrestrial only” households.

As a result, countries in the A group have been classified into three sub-clusters. 

A1 group includes those countries where DTT penetration among terrestrial households is above 15%: Finland, Sweden, UK and Germany.
 

A2 group includes countries where DTT penetration is between 10 and 15%: Netherlands.

A3 group includes countries where DTT has been launched commercially but its penetration is still below 10%: Italy, Spain and Switzerland.

As prices in the consumer electronic market usually decrease as devices become mass-market products, the price of DTT receivers has been considered as a potential additional indicator of the DTT stage of development
: the results emerged appear to validate the classification already made on the basis of penetration rates. 

DTT start-up date have also been considered as a factor that affects the different level of DTT penetration. Not surprisingly, penetration of DTT is higher in some of the countries (UK, Sweden) where DTT has been launched earlier. Nevertheless, other “early adopters” countries, like Spain, have a lower DTT penetration, while “late adopters”, like Germany, have a high DTT penetration degree, confirming that the penetration levels are also influenced by the effectiveness of the switchover model adopted.

After the classification of the countries different elements have been analysed to identify their correlation with the degree of development and penetration of DTT. 

Specifically the following variables have been taken into account:

a) features of the broadcasting background of each country such as the reception pattern and the degree of penetration/development of multichannel television;

b) the degree of interest and proactive attitude of the terrestrial broadcasters, specifically the PSB and the terrestrial commercial channels; 

c) public policies introduced to sustain the take up of DTT;

d) regulatory model adopted for transition.

Features of broadcasting environment and their influence on DTT development

In the first place the broadcasting environment in each country has been analysed to verify whether different degrees of penetration of multichannel television and of digital platforms, and therefore different levels of competition among platforms, might have had any influence on the development of DTT.
Results show that DTT develops more quickly in a television context where multichannel TV has already reached significant levels and alternative digital platforms have developed. Competition with other multichannel platforms appears to have a positive impact on its development. 

This could be explained through to the fact that where multichannel TV is already a familiar concept, marketing the new platform is easier, especially when DTT, because of the free-to-air business model or the offer structure, is conceived as a complementary platform to cable and satellite. Also the roll-out of digital cable and satellite has probably played a role, at least in some countries, in the early launch of DTT, by increasing the competitiveness of the broadcasting environment. In countries with more digital platforms available, terrestrial broadcasters may perceive DTT as a tool for a more effective competition with other platforms, and therefore be encouraged to develop it quickly. 

DTT success, therefore, appears to be affected, among other factors, by the level of development of satellite and cable television and the extent of “differentiation” of DTT from other platform offers.
Role of Public Service Broadcasters (PSB)

One of the assumption of the research was that DTT penetration could be driven by the degree of interest and proactive attitude of the “incumbent” player, that is the PSBs and the other commercial terrestrial broadcasters. 

As the analysis shows, the PSB capability to play a primary role in the roll-out of DTT platforms appears to be the results of two factors: the regulatory approach taken by different countries in granting technical (bandwidth) and financial resources on one hand and, on the other, the positive attitude of the PSBs in developing new channels and upgrading its networks. As far as the capacity is concerned, what is relevant is not just the quantity (i.e. the number of channels the broadcasters are allowed to air on DTT) but also the role played in the management of the platform.

When the proactive approach of the PSB meets a regulatory model that assigns them the resources to play a leading role, the DTT seems to find a favourable context to develop.
Also the obligations and constraints imposed to the PSB by the regulator/legislator in return for the capacity given play a role in driving the DTT development and shaping the switchover strategies. Although there is no standardized approach some common features can be identified: the PSBs are generally given a great degree of freedom in using their capacity; no minimum coverage is established by law, but in some cases the coverage is agreed upon by all parties involved; some countries have included a sort of “use it or loose it” clause in their licenses, imposing the PSBs to start simulcasting their channels or to switch on the new channels for which they have been assigned the capacity . 

Generally speaking we can draw the conclusion that althgough in most cases PSBs have been guaranteed technical and financial resources to play a leading role in the roll out of DTT, very few obligations have been imposed to make sure the broadcasters would carry out their task. It is also interesting to note that some countries that have not imposed a minimum coverage or other requirements when licensing the capacity are considering to introduce some kind of measure shortly.

Role of terrestrial commercial broadcasters

As opposed to what happens with PSBs, the information gathered shows that capacity in most cases is assigned to commercial broadcasters by channel rather than by multiplex – meaning that, in most cases, commercial broadcasters are granted bandwidth or access to the networks only for channels selected individually through public selection procedures (beauty contest) and have therefore less freedom than PSBs in using their capacity.

Consistently, in most cases, commercial broadcasters act merely as content providers and, with few exceptions (Netherlands, Italy, Norway, Slovakia), they do not manage platforms. Except few cases, commercial broadcasters are granted a less prominent role than PSB in the digital switchover process.

Nevertheless in some case mandatory start-up date have been imposed (UK, Sweden, Spain) or different kind of agreement have been reached. The start up date has been considered in many countries a key regulatory decision as commercial channels, that are already broadcasting on the analogue network, may see the simulcast as a cost not associated with an immediate revenue, and may be tempted to postpone the launch of their channels on DTT to a later stage. This in turn could have a negative impact on the appeal of the line-up and create a delay in the take up of the platform. 

This may explain why, although government/regulators seem to have reserved in most cases a weaker role to terrestrial commercial broadcasters in the development of DTT platforms, in some cases regulation has already been introduced to avoid delay and other possible set-back in the start up of DTT by those operators. 

Regulatory models for allocation of digital capacity and access to DTT networks

The regulatory model chosen by different countries for the allocation of digital capacity (spectrum) has also been considered as a factor that affects the development of DTT. 

Very different regulatory approaches have been adopted: in most cases (Germany, UK, Netherlands, Italy, Spain, Austria, Ireland, Lithuania ...) the capacity is allocated to one or more network/multiplex operators. In other cases (Sweden and Finland) the capacity is allocated directly to channels. 

In evaluating the regulatory model though, what appears to be relevant, rather than who has been assigned the capacity, is how access to this capacity is regulated. 

Two different regulatory approaches seem to emerge: in a first group of countries (e.g. Finland, Germany, Sweden) the channels’ line-up is the result of a selection made directly by the regulator/government through public procedures that are very similar to those used in the analogue environment; in this case whether the frequencies are allocated directly to the broadcaster or to a network operators, the line-up of channel that have access to the capacity is predefined by the government/regulator. 

In a second group of countries (Italy, UK, Norway) the capacity is managed as a whole by a multiplex/network operator who is relatively free in using the capacity and selecting the channels part of the line-up. In this case, some limitations or constraints (must carry, capacity reserved to special categories of broadcasters, etc.) are imposed in order to preserve public interest objectives such as diversity and pluralism.

As far as the offer structure and the business model are concerned, two different DTT models and “paradigm” for DTT appears to emerge: 

· a “free to air” model, where DTT is conceived as a technologically advanced version of the analogue TV offer, thus aiming at covering almost the entire population with an improved line-up and some additional services; 

· a “pay-basic” model, where DTT is seen as alternative/complementary to TV offers provided by cable and satellite. This last model has been adopted in some countries also as a way to strengthen the “ national” character of terrestrial broadcasting versus the increasing number of foreign channel on satellite/cable TV channels (Northern European countries, Netherlands)

Policy measures introduced to support the penetration of DTT

A relevant section of the research was aimed at assessing policies introduced in different countries to support the development of DTT. 

Generally speaking, the analysis of the information collected shows that only in few countries demand-side policy measures have been adopted in order to support the diffusion of receivers in the households. Among them, only in Italy public subsidies have been introduced (€ 150 for every MHP interactive STB), whereas in all the other countries policy measures to support the diffusion of the receiver are focused on technical standardization.

As far as offer-side support measures are concerned, in several countries some form of indirect incentives or regulatory measures have been introduced to stimulate the creation of new channels for the digital platforms and to support specifically network and platform operators. 

Role of Regulators in the digital switchover 

In most countries a lot of highly qualifying activities are dealt with by NRAs as far as the digital switchover is concerned. 

The main policy making activity carried out by the NRAs seems to be supporting the legislator in drafting the relevant Acts, followed, especially in the A Group countries, by the governance of analogue turn-off. As far as implementation of policy is concerned, the main activity of NRAs is drafting and carrying out licensing procedure, followed by frequency allocation and composition of multiplexes.

As it appears from the experience of the countries that have already launched DTT, the NRAs will increasingly be involved in the challenges posed by the digital switchover. Their technical, economic and juridical competence will be crucial in designing the most suitable regulatory framework. Also, as in the digital broadcasting scenario terrestrial broadcasters will become in most countries “network operators” and as such subject to the New European Regulatory Framework for electronic communication networks, new knowledge and professional skills will have to be gained in order to manage this “double nature” of the broadcasting that will be regulated on one hand as a communication network and on the other for the audiovisual contents carried. 
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� Due to the “island” migration model adopted, Germany has been included in the A1 sub-cluster in relation to the penetration achieved in the Berlin region. DTT has been launched in the Berlin area in 2002 and the analogue switch off in this area has been completed in August 2003. Therefore 100% of the terrestrial households in this region receive DTT as it is the only terrestrial platform available.


� It has to be remarked that when DTT receivers will be available throughout Europe, their off the shelf cost may be influenced by different factors such as the general difference in price levels between Western and Central Europe countries. Therefore, at a later stage and in a different and wider context, this data may not be significant any longer
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