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The Free-to-Air Transmission of Digital Broadcasts by Satellite        

A Voice of the Listener & Viewer  (VLV) Policy Paper 

1. Introduction

1.1  Voice of the Listener & Viewer (VLV) held a seminar in London on 16 May 2005 to consider the issues surrounding the possible launch of an independent free-to-air satellite broadcasting service for the United Kingdom.  This paper identifies policy issues which emerged, the conditions that would be required and benefits that would accrue from the launch of an independent free-to-air satellite service. The seminar was conducted under Chatham House rules. It was chaired by Lord McIntosh of Haringey, former Minister for Media and Heritage, and included participants from a wide range of interests. (See attached attendance list).   

VLV’s Proposition   

1.2.  In VLV’s view, the launch of an independent, free-to-air digital satellite service would bring substantial benefits to UK viewers, manufacturers and broadcasters. It would also facilitate the roll-out of digital transmission and therefore help to make digital switch-over politically easier to achieve. This paper sets out some of the benefits – and the costs – that might be associated with such a policy initiative.

2. Executive Summary – Benefits a Free-to-Air Satellite Service would bring

2.1.  Viewers would benefit from:

· a choice of delivery platforms and service providers;

· the potentially lower costs that a competitive satellite market would bring;

· a larger choice of channels and services;

· a wider choice of receiving equipment;

· freedom from dependence on a ‘solus’ access card which has no guarantee that it will be renewed after five years or of the terms on which it might be renewed.

2.2. Broadcasters would benefit from:

· the opportunity to appear on competing platforms;

· the opportunity to develop new software applications and services, including High Definition Television (HDTV).

2.3. Manufacturers and retailers would benefit from: 

· the freedom to develop a new market in digital receiving equipment.

2.4. Government would benefit from:

· easier implementation of its digital strategy because:

· it would remove the resentment many viewers currently feel because they are paying for the BBC’s digital channels via their TV licence fee whether or not they can access them;

· it would remove the controversy that would surround any forced migration to a DSat service provided by a commercial company, especially if associated with the loss of a solus card giving access to the Free-to-Air broadcasts of the Public Service Broadcasters (PSBs) BBC, ITV, Channel 4, Five and S4C.

3. Context

Digital Standards 

3.1. Although the UK and much of Europe is switching to digital television, there is no single format for all television broadcasts. Moreover, no single system can, as yet, provide universal coverage for all UK households. 

Platforms 

3.2. Digital signals may be transmitted from various delivery platforms:

(i)  Digital Terrestrial Television (DTT ) on which the Freeview service is broadcast and which is based on the existing pattern of analogue transmitters;

(ii)  Digital Satellite (DSat) on which the BSkyB service is broadcast.  

(iii) Digital Cable which is limited to mainly urban areas.

(iv)  Broadband, ADSL, IPTV are new means of delivering digital signals which offer great potential for the future but are beyond the scope of this paper.   

Receiving Equipment 

3.3.  Any viewer wishing to receive DDT or DSat  broadcasts will require a digital decoder. This may either be integrated into a digital TV set (IDTV) or stand alone  as a set top box (STB).

DTT: many viewers will also need to invest in a new aerial to receive DTT. This problem is especially acute for those living in multiple dwelling units such as blocks of flats or communal homes.    

DSat: viewers wishing to receive DSat broadcasts will also require a satellite dish. 

Digital cable: although viewers receiving their digital broadcasts via cable will not require new aerials, they will have to pay a subscription to access the free-to-air digital services. 

All other forms of digital delivery will require a subscription of some sort. 

Timetable for achieving Switch-over 

3.4. The Government has set 2012 as the target date for completing the switch-over of the UK to digital transmission and for switching-off all analogue television broadcasts. Ofcom, the communications regulator, also set this date when it renewed the commercial companies’ digital TV licences in December 2004. Ofcom’s timetable sees the process starting in Wales, the West Country and the Scottish Border Region in 2008, then proceeding region by region until it ends with the Channel Islands in 2012. 

Reach of UK Public Service  Digital Terrestrial Services 

3.5.  The Government and Ofcom have set 98.5% as their target for DTT coverage in the UK. However, only about 73.5% of households can currently receive all of the DTT services and it is estimated that this coverage cannot be efficiently increased until switch-over is completed. 

3.6.  Of the 73.5% of households currently able to receive all DTT services, it is estimated that about a third would need to upgrade their receiving equipment before they could do so.(This proportion would reduce at switch-over.)  The cost will vary for each household.

3.7.  DSat should theoretically be accessible to nearly 100% of UK households.  In practice however, the percentage will be lower because of the difficulty some viewers will experience in receiving a signal - for example where obstacles prevent a clear line of sight to the satellite, if they live in conservation areas where dishes are banned or where landlords refuse permission.

Take-up of Digital 

3.8.  According to Ofcom’s latest research (published in June 2005)  15.42 million households (61.9%) now have access to digital broadcasts via at least one TV set in their home. (The average number of TV sets per home is 2.5.)  Of these, 7.35 million subscribe to BSkyB’s satellite service;  5.06 million have access to the DTT Freeview service and 2.5 million subscribe to a digital cable service. Latest estimates by Ofcom suggest that there are around 445,000 free-to-view satellite homes. This figure includes both those viewers who are no longer Sky subscribers but still receive the public service channels through their set-top-boxes, and those who have obtained a Sky ‘solus’ viewing card which gives them access to the free-to-air PSBs and other channels.

Access to Digital Satellite 

3.9.  BSkyB owns and controls the satellite conditional access systems, the Applications Programming Interfaces (i.e. satellite receivers’ operating system, necessary for viewers to be able to access interactive services) and the satellite Electronic Programme Guide and its proprietary data.  The BBC, ITV, Channel 4 and Five have contracts with Sky to purchase the technical services necessary for satellite viewers to be able to access their non-subscription services. 

3.10  Viewers who currently use Sky’s free-to-air satellite system are required to obtain a Sky solus viewing card, the cost of which is included in the charge that Sky makes for installing the system. Sky’s current solus card, however, gives a guarantee of free access only for the next five years; there is no guarantee that at the end of that time Sky will supply a replacement card, or on what terms it might do so. Viewers who sign up to the service today therefore, face the possibility that they could lose it just before digital switch-over is achieved, if Sky decides to discontinue its guarantee of free access to the free-to-air channels.   

ITV Complaint to Ofcom

3.11.  ITV is currently in dispute with Sky over the charges Sky is proposing for the supply of the technical service (‘regionalisation’) which would enable ITV’s viewers to continue to have easy access to the right regional version of ITV1 if that channel became free-to-air.  Ofcom is expected to announce its decision on whether to uphold the complaint shortly.

Conditional Access and Encryption  

3.12.  It should be noted that the system currently used by Sky for encrypting its satellite signals has been designed to meet the needs of a Pay-TV service, rather than a free-to-air service. To prevent illegal access, Pay-TV encryption systems and their passwords require frequent updating, usually done over-air at night. Some, but not all, pay transactions – for example those involving pay-TV movies, use a telephone link-up to establish authorisation. Having to connect their telephone line causes resentment in some viewers who do not subscribe to a fixed telephone line, preferring to rely on a mobile phone. Others fear that data about their personal viewing habits may be collected if they connect their telephone line. Sky does not currently collect personal viewing data in this manner. But it is widely known that Sky requires its subscribers to have a telephone link and many viewers believe that if they sign up to Sky’s Free-to-Air service, they will also be required to link their phone to it. They may therefore be discouraged from taking the service.   

Ofcom to Consult on Conditional Access Systems 

3.13. Ofcom has recently announced that it is hold a public consultation on its current Code of Practice regarding Conditional Access systems. VLV welcomes this decision because of the lack of competition in the delivery of digital broadcasts and the need for the guidelines to be revised to encompass the sale of viewing (solus) cards direct to consumers. 

4. The Benefits an Independent Satellite Service would Bring to TV Viewers 

4.1. The 27.5% of households which will not be able to receive DTT before analogue transmissions are switched off, and who therefore cannot currently access the Freeview service, would be able to receive, immediately, from an independent platform, the free-to-air channels of the PSBs (BBC, ITV, Channel 4, S4C and Five)  plus a wide range of other TV and radio services, such as Sky News and CNN. 

4.2. The 73.5% of households which are currently able to receive DTT signals would be given a choice of platforms on which to receive all the free-to-air PSB channels plus an increased choice of other services. (Viewers who currently use DSat have no choice of equipment or services other than that provided by BSkyB, the sole satellite provider or, if they live in an urban area, by one of the cable companies.)

4.3. All viewers would also be given the opportunity, but not the certainty, to receive more than one BBC or ITV regional service - for instance, a Scotsman living in London could also enjoy Scottish broadcasts. This would include the opportunity to receive the regional television broadcasts that are relevant to the political, administrative and social region in which they live, rather than being confined to those which are determined by the pattern of the present terrestrial transmitter network. The feasibility of the option of accessing more than one regional service would, of course, depend on the editorial policies of the PSBs, and their willingness to change their established patterns of transmission, since they will be required to continue simulcasting their broadcasts on DTT.

4.4. The Electronic Programme Guide (EPG) system currently used by BSkyB also automatically gives precedence to the regional broadcasts that Sky, in consultation with the BBC, ITV and Channel 4, has deemed most suitable to the consumer. Whilst it is possible for satellite viewers to find non-local regional options, they are not as easily available to them (and, in the case of ITV1), are not included on the EPG. The viewer therefore requires considerable technical skill to scan them in manually. An independent satellite service, with an EPG optimised for regionalised free-to-air services could solve this problem and bring additional choice to viewers.

.

5. Competitive Horizontal Markets

5.1. The competitive, horizontal market which already exists in DTT brings benefits to viewers, broadcasters and equipment manufacturers. It gives DTT viewers who currently take advantage of the Freeview service a choice of more than 30 free-to-air channels, some interactive services, and a wide choice of receiving equipment including STBs of varying cost and sophistication.

5.2.  A similar competitive market does not exist in DSat. Viewers who currently use Sky’s DSat platform enjoy a wide choice of channels and services but only those offered by Sky, and of equipment authorised by Sky.

5.3.  The launch of an independent, free-to-air satellite service would, for the first time create a horizontal market in digital satellite services by introducing competition at every level of delivery, reception and equipment manufacture.

The following benefits would accrue:

· for viewers -  a choice of satellite providers and services, plus a greater choice and potentially lower prices in receiving equipment;

· for service providers – greater opportunities to innovate;

· for manufacturers -  freedom to develop a wider range of receivers and STBs;

· for broadcasters - the opportunity to develop cheaper, innovative software applications and new services, including HDTV which requires the extra bandwidth provided by satellite, without being tied to the specifications selected by Sky;

· for viewers living in multiple dwelling units (believed to be about 20% of households) -  the opportunity to receive a choice of digital satellite transmissions via a single communal dish aerial;

· for viewers of free-to-view DSat services, freedom from having to rely on a ‘solus’ viewing card which could be withdrawn after five years.  

6. Competition Issues

6.1. The UK Government, Ofcom and the Competition Authorities (be they UK or European) should realise that until an independent free-to-air satellite service is launched, a competitive horizontal market in the delivery of DSat broadcasts can not be achieved. This means that the development of innovative new services, applications and receiving equipment will be limited, and the provision of satellite services and receiving equipment will not develop as quickly as it might because broadcasters and equipment manufacturers will remain dependent on information made available to them by Sky. So long as this situation prevails and viewers have to depend on the Sky solus card, many will continue to resist efforts to persuade them to migrate to digital.

7. Political Implications 

7.1.  Digital switch-over will start in the North and West of the UK in 2008 and the aim is to complete the process by 2012. However, a general election will have to be held by 2010. If the target for switchover by 2012 is to be achieved, the new Government may well be faced with the need to force some viewers to migrate to digital.  Yet many viewers will still be denied any choice of delivery platform for their free-to-air public service broadcasts due to the switch-over timetable and their location. This means that if the Government fails to take action now to create horizontal competition in the provision of DSat services, and Sky decides to withdraw its current guaranteed solus card, the only choice for some viewers could be that of a subscription-based satellite platform. The new Government could then find itself in an invidious position if, in order to complete digital switch-over, it was forced to negotiate with Sky over the continued provision to viewers of a solus card.  

7.2. The BBC’s strategy for delivering its free-to-air broadcasts between 2012 and 2016 will also remain dependent on Sky’s encryption system, putting at risk the future of the BBC’s regional broadcasting policy.

8. How would the Costs of a Free-to-air Satellite Service be shared?

Viewers 

8.1. For those viewers who will have to install a new aerial to receive DTT broadcasts the capital cost of adapting to digital could be much to same whether they choose DDT or DSat. The costs will, however, vary from household to household, depending on their family size, geographic location and existing aerial. DTT users will have no further costs. DSat users will also have no further costs to access the free-to-air broadcasters so long as Sky maintains the free-to-air guarantee on its solus card.  DCable, Broadband and other new media users will be required to pay a subscription whichever services they choose.      

Broadcasters

8.2. If an independent DSat system is to be successful, all the terrestrial public service broadcasters would need to be available on it, not simply the BBC and S4C.  The launch of an independent free-to-air satellite would involve the PSBs in additional costs to those already associated with switch-over but our understanding is that they would not be disproportionate.

16. 6. 05

See Appendices 1 and 2 attached.

APPENDIX 1

Extract from Ofcom Switchover Plan 2005 (Plain English Version) (The full version can be accessed at: http://www.ofcom.org.uk/research/tv/reports/dsoind/dso_report/dso_pe/)

Free-to-view digital TV

12. Even if all consumers wanted to change over to digital, some would face a serious hurdle because around a quarter of  households cannot receive Freeview.

13. Until switchover, free-to-view digital satellite could play an important role in increasing digital take-up among those who do not want to pay monthly subscriptions for TV. In areas not covered by Freeview, it is the only option. But free-to-view access to ITV, Channel 4 and Five is currently not possible on digital satellite. We will consider whether we need to impose regulations to make free-to-view satellite a more realistic option before switchover.

14. Depending on the actual coverage of the digital signal after switchover, we may need to consider further measures to make sure that all households can receive BBC1, BBC2, ITV, Channel 4 and Five on a free-to-view- satellite system. We have the power to make certain broadcasters provide a way of receiving these services when households cannot otherwise receive them to an acceptable standard.

15. The Government should continue to try and remove the barriers which prevent progress towards switchover, for example, planning restrictions which prevent placing satellite dishes on certain buildings.

APPENDIX 2.

Voice of the Listener & Viewer (VLV) Seminar on Digital Free-to-air Satellite 

Held on 16  May 2005, 2.30pm –5pm

at the Stanhope Centre, Stanhope Place, London W2.

Participants

Chairman:  Lord McIntosh of Haringey, former Minister for Media and Heritage

Keith Blake, Director of Engineering, ITV plc

Peter Bury, Head of Strategic Resources, Ofcom 

David Cutts, Director, Strategy & Technology Ltd

Will Davies, Senior Research Fellow, IPPR

Stephen Edwards, Partner, Richards Butler, International Law Firm

Nick Forrest, Economics Advisory Services, Pricewaterhouse Coopers 

Jane Humphreys, Head of Broadcasting Policy & Technology,   

                                                                 Department for Trade & Industry  

Julian McGougan, Senior Adviser, Public Policy, BBC

Simon Pitts, Head of Regulatory Affairs, ITV plc

Arshad Rasul, Director of Engineering & IT, S4C

Catherine Smadja, Head of Licensing & Digital Television, Department for

                                                                  Culture, Media & Sport

Martin Stott, Deputy Head, Corporate Affairs, Five TV

Jonathan Thompson, Head of Strategy, Channel 4

Andrew Townend, Director of Commercial & Business Affairs, SwitchCo Ltd 

VLV

John Clark, VLV Board Member

Bob Fletcher, VLV Board Member

Jocelyn Hay, VLV Chairman

Warren Newman, VLV Board Member

Professor Vincent Porter, VLV Board Member

VLV Staff

Nicholas Bentley, Intern

Linda Forbes, Conference Secretary

Eddie Tulasiewicz, Education & Development Officer

Among those who were invited but unable to attend due to the short notice given were:

BSkyB

Mathew Horsman, Director, Mediatique 
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