CS 303 Final Project Lecture Presentations

Wk 4 Lect Yuching n Ivy- Republic.com

Read Republic.com by Carl Susstein.  What is his main point?  What can we learn from his arguments?
Introduction

Freedom of speech is essential in a democratic society to allow citizens to make informed choices. With the advent of the Internet, communication channels have increased. As such, people have more choices and options. However, Cass Sunstein sees this as a paradox. He believes that with the vast amount of information available, filtering is inevitable because “no one can see, hear or read everything”. This may lead to a narrowing of options as people wall themselves off from viewpoints that do not interest them, resulting in an inefficient use of the new technology which purports to provide vast amounts of information.

Democracy 

To ensure a well-functioning system of democracy, citizens should be exposed to materials that they would not have chosen so as to ensure that everyone has a range of common experiences.

Shared experiences are important for three reasons. 

People enjoy their experiences often because these experiences are being shared. If other people are not enjoying or sharing the experience, it may be less worthy of attention.


Also, shared experiences provide a form of social glue as it helps to promote and to ease social interactions. Having a common issue allows people to speak with each other comfortably even if they came from diverse backgrounds. It would allow citizens to exchange ideas and understand one another better, thus reaching consensus easily.


Thirdly, shared experiences allow people who would otherwise see one another as quite unfamiliar, to come to “regard one another as fellow citizens with shared hopes, goals and concerns”. The Internet, if used correctly, would even allow people all over the world to experience the same things and come together to engage in, possibly, cooperative projects on an international scale.


However, a democratic society is not without its cons. Unwanted exposure to information can cause disturbances and probably even disputes. Thus, governments have turned to some form of control to ensure peace and harmony.

Before the Internet, the idea of a free society enabled speakers to have access to public places where they could address a diverse audience. At the same time, these public forums allowed audiences to hear a wide range of views. The mass media, also known as the unacknowledged public forums, provide a wide range of topics and views as well. In the process of consuming such products, users would come across articles or programs that they would not have selected in advance. Such unplanned exposure provides shared experiences for the public.

Filtering

With the capacity of filtering information, citizens only choose what they want to see, read and hear. As a result, they are exposed to a limited range of ideas, which may affect their ability to participate in politics. Perfect filtering can lead to three main problems, namely, fragmentation, underproduction of solidarity goods and the loss of freedom.


As choices increase, people are able to make more specific choices. They only choose what they like and agree with, giving rise to specialized Websites and discussion groups. This new technology allows people from different places with a common ideology to come together such that people who would otherwise be isolated are able to meet people with similar views more easily. This form of group polarization has helped to fuel many movements of great value such as the Civil Rights movement. The society, as a whole, also becomes richer as greater amounts of information are contributed to society, which enriches the social “argument pool”.

On the other hand, by exchanging only ideas, which they believe in, their own viewpoints are reinforced, leading to self-isolation. The problem is worsened by cyber cascades, which is the “process of information exchange in which a certain fact or point of view becomes so widespread because many people seem to believe it”. Constant exposure to just that one set of views may lead to extremism, which is dangerous for democracy and social peace. Cass Sunstein gives two reasons why fragmentation could occur. 

Firstly, people’s position on any issue depends on which arguments seem convincing. However, if they are already inclined in a certain direction, they will look for arguments that go in the same direction as theirs to reinforce their position.


Secondly, people like to be perceived favourably by other group members. Once they hear what others in their group believe, they will often adjust their positions in the direction of the dominant position.


People often lack direct and reliable information about matters of importance. Thus, they will rely on information provided by others. Even if the information is wrong, it could become widespread and entrenched. The Internet with its far-reaching influence speeds up the process, as access to information is made so much easier.

Another problem of perfect filtering is that of the underproduction of solidarity goods. Solidarity goods are important because “their value increases when and because many other people are enjoying or consuming them”. Information is considered a solidarity good as its benefits can be spread to other people whom the information receivers communicate with, through word-of-mouth. These shared information give rise to shared experiences, of which, its importance is highlighted above. When people limit themselves to certain views, they are not exposed to other information that they might not need now, but that might be useful to others they are in contact with or to themselves in the future.

The third problem of perfect filtering is that there would be no assurance of a free society. In the author’s view, freedom not only lies in preference satisfaction but also in the chance to have preferences and beliefs formed under suitable conditions. In other words, citizens should only be allowed to form their preferences and beliefs after they have been exposed to a sufficient amount of information that provides a wide and diverse range of information.

In a free country, people are expected to play their role as citizens as well as consumers. However, the duties of these two roles often differ and may sometimes contradict each other. As citizens, people tend to seek information that would promote a democratic government. On the other hand, people act in their self-interest when they play their role as consumers.

With the Internet, the author believes that the “consumption treadmill” will accelerate. This means that people, as consumers, would buy more and better goods. But, people who do that do it not to make themselves happier or better but because it helps them to keep up with others. This role contradicts the role of citizens who have to seek to slow down so that social resources can be devoted to goods and services that really improve our lives. If people choose to act as consumers rather than citizens, it would hinder the quest towards a democratic society. In this sense, a free society is not truly achieved.

Regulation


Freedom is not a question of choice because choices can sometimes restrict freedom as exemplified earlier. The pressing issue is not whether there should be regulation but what kind of regulation we should have. 


With reference to the Internet, there are property and contract laws to entitle site owners’ exclusive ownership rights and protection from hackers and cyber terrorism. It is ironic that these communication channels that benefit from government regulation are also the ones protesting against the legislation.


Cass Sunstein pointed out that there could be no absolute democracy in society. Direct democracy has to be achieved deliberately in the form of regulation. This creates the term “deliberative democracy”. Deliberative democracy simply refers to the filtering of information so as to ensure a filter between the people and law that is controlled by governmental bodies. 


There are basically three types of regulation: content-neutral, content-based but viewpoint-neutral, and viewpoint discriminating.


Content-neutral regulation refers to speech that is regulated in a way that is neutral with respect to the content of the speech at issue. This is frequently the least objectionable form of regulation.


Content-based but viewpoint-neutral regulation refers to speech regulated on the basis of its content and not on the types of views discussed. For instance, sexually explicit sites must be made inaccessible to children, regardless of the kind of material that are portrayed.


As its name suggests, viewpoint discriminating sites censors speech that gives a certain point of view. This is usually the most objectionable kind of regulation.


The author also mentioned that the government should give subsidies to site owners to encourage speech of a certain kind, for example, educational material. This is usually a more efficient method compared to penalties imposed on sites that infringe the law. Governments should also maintain a neutral position and not discriminate against any points of view.


A democratic society is thus far from idealistic. It needs to increase society’s exposure to information and enhance mutual understanding through a range of common experiences. It also needs to present conflicting viewpoints with regards to politics. 

Reform policies

These concerns can be addressed in five ways:

1. Deliberative domains. Widely publicized domains on the Internet can serve as conduits for the freedom of expression where differing and opposing views are both presented and debated.

2. Disclosure of conduct. Producers of communication should disclose what their site’s function and purpose is to the consumers. This allows great flexibility to induce changes, as consumers are able to provide valuable feedback to the information providers. In the political context, citizens will be more receptive towards decisions and policies as they are consulted and informed about the whys and hows of the policies. The disclosure is also done in the hope of voluntary improvements through economic and political pressures on the sites. These pressures can originate from public interest groups, rivals, or reporters and websites.

3. Voluntary self-regulation. Codes of conduct agreed upon by information providers will serve the functions of law, but without the legal implications behind them, thus acting as a quality check on the sites.
4. Economic subsidies. The government can manage and control sites through funding and thus control of the content.
5. “Must-carry” rules. Legislation can also be imposed on the provision of links and hyperlinks on a viewpoint-neutral basis; i.e. sites should provide links to other sites that provide different viewpoints. This can be achieved through voluntary self-regulation or through content-neutral regulation. However, this requirement may discourage sites to include opposing views in the first place.
Our views

We are basically in agreement with the author in most of his views about regulating the Internet in order to obtain a system of true democracy. However, we think that his suggestions are difficult, if not impossible to implement. 

Firstly, the Internet is free. It is not owned by anybody or any organization. How feasible then, is it to regulate the Internet? Is it justified to regulate something that is free? Who is to justify what is right or wrong? The judge? Government? Or the common folk? Besides, the Internet is an international affair. A regulation in one country does not necessarily apply to another country with a totally different social, cultural and political context. The incredible number of websites available on the Internet today is another factor to consider. Regulation of these sites would require a great amount of manpower and capital. 

However with the commercialization of the Internet, the idea of the Internet being owned by capitalists or economic superpowers is not far-fetched. The characteristics of digital capitalism are already appearing. Many small Internet start-ups find it difficult to survive in the digital world; mergers and acquisitions are a norm nowadays. The buzzword now is convergence. As such, the responsibility of regulation lies with the content providers instead of pushing it solely to the government. 

This brings us to our second point that the idea of depending on the voluntary regulation of information providers is not at all feasible. How many content providers will actually be civic-minded enough to self-regulate? The Internet started with the idea of sharing information but it has now become such a commercialized commodity that information is no longer possible without the involvement of monetary benefits. 

Thirdly, most people in society are not interested in political issues. To begin with, the government has to get the people to participate in politics before they actually seek out these information. In addition, some countries are still relatively “closed” with regards to the criticisms of the government. Critiques of political bodies are usually considered taboo and thus people are afraid to speak up, even though the Internet has made communication and criticizing a convenient and fast activity.

Next, we do not see the idea of group polarization happening in every country. As of today, Internet users are usually the more educated. They are thus also more informed and are unlikely to obtain their information from just one source alone. They would then be able to form their own opinions and discern information. They may not join the majority and instead have differing viewpoints. Even though the spiral of silence theory has been proven in certain contexts, we feel that this phenomenon is unlikely to have a great impact on the society in the short-run.

The recent New York World Trade Center tragedy has seen the impact of group polarization. Many nations stand united to their beliefs without regard for other differing views. The Internet speeds up the effect of group polarization but the crux of the problem lies in peoples’ strong beliefs and attitudes.

In addition, we feel that the fragmentation of society depends on many societal factors. According to Maslow’s hierarchy of needs, people are motivated by different levels of needs. People in the less developed nations will likely be motivated by physiological needs to satisfy their thirst, hunger and shelter needs. However, people in the developed countries will probably be more interested in self-actualization and self-esteem needs. As such, people in different locales will have different interests and thus views. 

Another example is that those with relatively sparse leisure time will also opt for personalized information, where they only read about what interests them. Others who are able to spare the time may in fact read what is available in the communication channels and not select the type of information they are exposed to. 

In short, fragmentation will occur even in the absence of the Internet. In our opinion, the Internet is just a conduit for an end. It does not create the problems but instead increases the speed of it.

Lastly, we think that cyber cascades are inevitable with a democratic society. With such a vast amount of information where anyone can be a publisher, you can no longer be sure which information is accurate and which is not. “In the Middle Ages, people believed in the authority of their religion, no matter what. Today, we believe in the authority of our science, no matter what” (Postman, 1993). In other words, “case studies” from credible sources tend to be more believable even though their results seem fictitious. 

Conclusion

In conclusion, there are merits to a democratic society. In order to uphold it, freedom of speech is essential. However, with this freedom, filtering of information is necessary. This may lead to biased viewpoints and thus social fragmentation. As a precautionary measure, deliberative democracy is taken as a way of achieving direct democracy. Internet is a means to fragmentation, but definitely not the cause of it. 

“ A democratic polity tries to promote freedom, not simply by respecting consumer sovereignty, but by creating a system of communication that promotes exposure to a wide range of issues and views.” (Sunstein, 2001)

Wk 4 Lect Samuel n Peiru- Digital Imperialism
Dan Schiller argues that there is digital imperialism.  Do you agree?


In his book, Digital Capitalism – Networking the Global Market System, author Dan Schiller argues that we need to rethink the common ideology that arrival of new digital technologies (namely the Internet) will strengthen and unify global communication, resurrect the curiosity and democracy the nationalism of print has managed to hinder.  He maintains that the utopian vision of ‘Internet as Salvation’ implies something so much more sinister that even McLuhan failed to predict in his ‘Global Village’ proposition.

What is Digital Imperialism?


We understand that with the age of digitalization (i.e. the transition from analog systems to digital – consisting of items being interpreted into bytes as strings of zeros and ones) in the new media environment has brought much change to our social environment.  As with all telecommunication innovation like the telegraph, telephone, radio, television and computers, there are differing views on how the world will adapt to these newfangled novelties.  Imperialism refers to a policy of extending the rule of an agency over dependencies.  Like other media predecessors before itself, living in a digital environment has resulted in, among others:

a) Standardization, an even differentiation of digital culture;

b) Creation of new communities; and

c) Accelerated cultural development.

Digital Imperialism then can be said as a global trend of the embracing of new  digital culture.  It can exist in two forms: imperialism of the ‘haves’ over the ‘have-nots’, and imperialism of technology.

History of Digitalization: Imperialism through Capitalism 


It’s not always about money.  Digitalization’s original motive aimed to allow greater network sharing among users, thus improving economic efficiency.


Developed from within the U.S. military-industrial complex, the Internet was created from a set of commands, or protocols that allow computers to establish digital space (or ‘cyberspace’ as we know it today) with different but specialized functions and rules.  During the 1950s, American government agencies and educational institutes own about 90 per cent of all existing networks that run for non-profit ends.


By the 1960s, other arenas like banks, manufacturers and retailers were jumping on the bandwagon and operated more than two-thirds (about 35,000) of computing network facilities in the U.S.


This telecommunication break-through that allowed multiple access to available information resulted in two main transformations.  Firstly, this never-seen-before boom in network systems led to old networks being quickly upgraded.  New systems also appeared in local and global arenas.  Secondly, public-service policies were forsaken and market-driven dogmas that aimed at transnational networking began to rule the day.


How did the initially noble non-profit direction of the Internet become polluted with business-oriented commercialism?  Schiller contends that as early as 1957, business users began to lobby for the government to relax the original array of public obligations (which network users, classified under public utilities and common carriers, were beholden to furnish.)  Policy-makers relented and granted maximum freedom to exploit information as private entities.  In fact, Schiller was surprised at ‘this astonishingly successful campaign for domestic liberalization’.  This form of neo-liberalism was, according to Schiller, not healthy. By utilizing digital technology to serve their own means, profit-minded network users (existing and new ones) follow the “market forces” crowd and force other benefits of network interconnectivity out of the picture.  We talk about emerging trends.  Moneymaking from the Internet has become a trend.

Imperialism of the Powerful


Schiller’s father, Herbert wrote in his book “Information Inequality – The Deepening Social Crisis in America” (1996) on the notion of extracting profits, whereby entrepreneurs bring with them minimum resources, taking over public schools management to yield maximum profits, or offering to provide new teaching technologies at a fee.  Schiller, the son, follows his father’s footsteps by applying the same viewpoint on digitalization.  He believes that the World Wide Web has become a ‘novel consumer medium’.  Logging online, one would be able to see colourful advertisements in the form of web banners and all sorts of graphical eye candy vying for attention.  Be it trading commodities online, offering innovative services or providing content to sell eyeballs to advertisers, the Net is a viable cash-in.  Unfortunately, as with the death of the dot com in the late 90s, folks are still unsure about how to capitalize the web to rake in the moolah.  Free just won’t do.  There was a great buzz when ecircles.com, a free virtual meeting place for communities was closed down for good.  Namezero.com, another web-based company that offers a package of your own free .com or .org Internet address has since seized this service.  Project Gutenberg, the Net’s oldest database site that allows free literary downloads is now facing problems funding the site.  The only people making money seem to be the software providers and Internet service providers.  Although it is not prevalent in our Asian culture yet, in western countries, e-commerce has been flourishing.


Still, no one can stop this natural evolution of market forces. Creators and distributors of software programs and operating systems are competing head-on to come up with the user-friendliest interface to attract consumers.  The Web is a challenge to new firms, which pit to overthrow established names like Microsoft and old ones who have merged to become even more powerful mega-media companies (e.g. AOL and Time-Warner).  Whoever brings in the most money, wins.


Schiller imitates his father’s notion with his idea of a ‘shadow system’.  He believes that it all began in the early twentieth century when private education was made available due to rising need for trained employees.  By the 80s these have become rivals of formal education systems.  Yet, rather than challenging them, both institutions have partnered in utilizing networks to target specific key groups and transform prevailing organization structure (e.g.: online lessons, message boards) – all with profit-motivated intent.


So digital capitalism has revolutionized the way we do things.  You can use, share, chat and be educated – but all for a price.  In the much-hyped new economy, these are the imperialised social dogmas we prescribe by.  We play the game according to the rules of the few powerful entities that control the digital world.

The Digital Divide


As the world becomes more and more inter-connected, the dependency of the ‘have-nots’ on the ‘haves’ increases as well. Building infrastructure for computer networks is costly.  Even if the infrastructure is up and ready, for individuals to subscribe to a line for connection is expensive.  Without the capital and the essential experience in setting up infrastructure, the ‘have-nots’, usually less developed countries, end up vulnerable to imperialism from the ‘haves’. 


For example, AOL Time Warner intend, in the next 5 years, to invest more than $100 million in India where internet use remains in its primitive stages and only one out of every five hundred own a telephone line!  Many developed countries such as the US claim to be helping the less developed countries get connected, to aid them in faster economic development.  However, we often notice that after “moving” into the lesser country, the ‘haves’ become stronger economically.  How come?  They tap into the wide market of curious individuals who wish to have a taste of technology, while the country herself remains dependent on the other simply because the information and economic gap between both countries is too huge for her to catch up.  This leads to a kind of ‘digital colonialism’ with the information- and capital- ‘haves’ leading or in fact “lording” over the ‘have-nots’.  This further leads to a spiral of an increasing gap between the ‘haves’ and ‘have-nots’, contrary to the original noble intention of helping the ‘have-nots’.  This reliance of the ‘haves’ over the ‘have-nots’ is apparent in a 23 July Times Magazine feature that reports that the US falling economy is bringing Asia down as well.  This is because 40 per cent of US electronics (computer chips, monitors… etc) are imported from Asian countries.


Also, the merger of media giant Time-Warner and Internet leader America Online (AOL) raised a big hoo-ha as many debated if this merger would lead to digital imperialism.  "It raises the specter of barriers to the free flow in the marketplace of ideas... a kind of digital imperialism may replace a well-informed citizenry," said FCC Commissioner Gloria Tristani.  The merger of these two giants into a mega-power AOL-Time-Warner creates fear that such a power would monopolize the market, as smaller companies are unable to survive.  Many in the industry fear that this merger would prevent other content and service providers from using the AOL-Time-Warner network.  This does not prove to be beneficial to the consumers and society as the market is imperialised and have a limited choice of products. In reply to this, AOL CEO Steve Case said, “We are serious about our commitment to open access -- because we know it is good for our business and good for consumers," re-affirming that the merger would increase choice and variety and stir up competition, not stifle it. 


Going back to the idea of imperialised content, it seems that there is a fair amount of deception and association over cyberspace.  Even though digitalization is meant to allow information sharing, vendors are taking the opportunity to choose who to work with.  For example, Bill Gross, CEO of GoTo.com (a pay-for-placement search engine) who gets advertisers to pay for the best placements.  This means that users who activate a search on a particular keyword will only get to see sites that advertisers have paid for, not what is truly available on the Internet.  This indirect form of gate-keeping does not enable users to access sites that do not pay for ‘placements’.


Also the issue of privacy is causing users to be more cautious online.  Message sources are first considered before being read, digital registrations may be meant to track consumers to discover their preferences.  Such information is either used for advertising or re-selling. This silent sneaky malpractice of knowing your customers through techniques like cookies is gaining acceptance and is now employed by many digital firms.


As the free market economy goes towards a knowledge-based economy, ‘capital-haves’ become ‘information-haves’ and capital ‘have-nots’ become information ‘have-nots.’  Does this not mean the ‘haves’ also refer to “have-power”s and the ‘have-nots’ refer to the “have-not-power”s?

Imperialism through Technology


Why all this commotion about a digital space that is not even tangible?  This is because digitalization offers the concept of network.  Networks are the main culprits of imperialism through digital capitalism, so says Schiller.  Networking is the linking of computers to allow information sharing. Take for example, the NTU blackboard system, where lecturers and students have a platform to communicate online.  Digitalization and networking do not only provide the domestic entertainment, as we know it.  It creates market entry, employment and reaches specific audiences.  The different kinds of network systems like LANs and WANs can transcend geographical boundaries.  Also, the idea of narrowcasting allows greater customization of products (e.g. Vivamusic.com, which offers to create your customized CD with the songs you want online), and with niche markets, it offers a totally new way of making profits.  That is not all.  If we take a look around, networking services like bank auto-tellers and kiosks that allow bill payments have popped up all over.  Financial network systems allow trading volumes of securities-markets, foreign exchanges and all sorts of transactions.  There are accelerated investments worldwide.  The danger here is over-reliance.  According to Schiller is that everything, including important information is riding on this digital bandwidth and suddenly assets like money has become fluid – stateless capital flow.  Imagine investors pulling out funds of a country at a mouse click.  This is exactly what happened in the 1997 economic crisis.  The Y2K scare was also another example – there were anxieties over how network computers were programmed and whether they would malfunction and mess up data systems at the turn of the millennium.


And, rather than create an environment of sharing, networking may even make obvious the differences in corporate hierarchies.  Schiller described how some companies adopt the networking system of file sharing but limit employees’ degree of access.  Therefore, a clerk’s degree of information access is limited compared to that of the company’s CEO.  There is also this idea of ‘big brother watching’, whereby employees may feel higher authorities are constantly monitoring them.  Bankers Trust, a US$9.6 billion holding company is known to monitor employees’ inter/intranet communication activities.


There are vendors today who, rather than unite, are vying for a piece of the consumer wiring network pie and can choose or reject interconnecting with other operators if they see eye-to-eye in terms of economic profits.

Cultural Issues


Schiller believes that power in the hands of a few is not the way to go in the digital frontier.  However, he mentions little of digital imperialism’s cultural implications.  We list a few here.

Standardization


Here’s the deal.  To be part of the digital bandwagon, one needs some basic hardware.  There can be no compromise about how to log onto the World Wide Web – among other things you would need to buy a modem, find an Internet Service Provider (ISP), and configure your proxy and port.  One may question if there are other ways to go about it but the real question should be: Should you?  Manufacturers and distributors have made it easy for consumers to be part of the digital era.  We now have standardized protocols and operating systems.  Going by another way may result in incompatibility and a lot of headache trying to convert file formats.  In this manner, the manufacturers of the standard emerge as monopolies and captivate consumers with their range of products and services.  Under the work of market forces, the economy reaches equilibrium, with both consumers and manufacturers getting the best. For example, consumers get satisfaction when they acquire a branded smooth running system, while the Apple and Microsoft folks enjoy the profits of yet another “standardized” computer.

Creativity: Original, Reworked or Limiting?

Imperialism is creativity lost.  How does it come together?  Optimists of new media technology say digitalization will jolt a new creative surge among users with unlimited possibilities.  Yet, what is really happening is that consumers (with new digital technologies) can easily lay their hands on originals only to rearrange and adapting them.  From the era of true creative art, we move to the age of reproduction (Benjamin, 1968) and now to ‘creators’ whose works are bits of others.  With new software, people are actually working within the constraints of what the applications can do.  The computer is programmed to perform certain operations (which are the same between different users), so is what we create so original after all?  They are but permutations of what digital software and technology can offer. 

A ‘Quickly’ Culture

Digitally speaking, we always talk about how fast a new machine can be.  It has become quite apparent that we are living in a generation where we want things instantly and immediately.  We are thus conditioned to live our worlds like a digital reality.  The danger is that with greater speed comes more information.  With that come overload and shallowness in appreciating our social culture.  With digitalization too we see a great deal in our way of communication.  We are imperialised to transmit with shortcut expressions and staccato-like delivery in our texts and emails.  What also happens is the emerging trend of the ‘diluted information’.  It is happening everywhere ever since radio came about: News in Brief, Daily Summaries…. Our attention spans are getting shorter so we are conditioned to want things in easily absorbable information nuggets that, as Professor Everett Rogers mentioned in his address on ‘Diffusion of the Internet’, may be incomplete.  Yet with excess information too, we are given an option of choice.  Thus we may choose to block out information we may not want to receive, regardless of its importance.  Thus lies the paradox of a limited ocean of unlimited content.  Then again do we really need all the information that is available?  Whether this is in fact detrimental depends to be seen.

Imperialism of Screens

Our digital gateways are accessed via computer monitors.  This notion of digitalization can only be materialized when we see its cultural presentation on the screen.  We learn from our screens – windows upon windows – that take us to where we fancy across boundaries and in real time.  When the television was commercialized, no one had imagined it was going to change human culture the way it did, with family gathering around the gobble box after dinner for entertainment.  So too, our computer monitors are gaining greater importance in our social lives, only this time (discounting the fact that we can go online to our virtual communities), it is more egocentric.  It has already become a necessity for some of us to use it religiously daily at work or play.  The result is diminished interaction with people and more towards a ‘faceless’ community. 


Digital screens also see an imperialised change in terms of how we transmit text.  We no longer communicate with paper, now we ‘speak’ across fiber optics and telephone lines.  Unlike paper, which is printed word that cannot be altered, this new medium can even read out text to you, present hyper links to further sate your appetite for knowledge, but all within the constraints of its digital capabilities.  Some argue this further complicates not simplify.  Like the television, issues like manipulative images and narrow casting through networks also are prevalent with digital technology, namely the Net.

Cacophony of unfamiliar media voices

SM Lee once said that new media technologies, although allowing voices in the dark to be heard, are dangerous because in cases of real emergency, it would be hard to gel together because people are unsure who the real sources are.  This is the case with digitalization.  Message sources are first considered before being read, digital registrations may be meant to track consumers to discover their preferences.  Such information is either used for advertising or re-selling. This silent sneaky malpractice of knowing your customers is gaining acceptance and is now employed by many digital firms.

Conclusion


The Internet was started with the heart of openness, that people would be inter-connected with one another.  Yet our society’s heart of capitalism has transformed the Internet into another avenue for moneymaking. The highest stage of capitalism is imperialism (Vladimir, 1916) and as capitalists continue to harp on the Internet as their new moneymaking tree, or perhaps our generations would better understand “ATM”, digital imperialism looms upon us. Great powers and monopolies are formed, creating standardized protocols and programs for the world, stifling creativity.  Not just are less developed countries in danger, everyone is, as we think digital and move standardized, wondering if we are closer or further apart.  Look around you.  Are you reading this on a computer screen? Have you been unknowingly imperialised?
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Wk 6 Lect Roy n Sze Wei- Satellite TV
Should Singapore allow Satellite TV?  Discuss pros and cons.
Brief introduction of satellite T.V to Asia

The launch of the Satellite AsiaSat1 in 1990 by China was the first to bring about the possibility of using a communication satellite as a Direct broadcast satellite (DBS). A Wk 6 Lect Roy n Sze Wei- Satellite TV majority of its transponders were booked by Star TV. Local and terrestrial broadcasters were sure that foreign programs that required a subscription fee and in a relatively new medium would not appeal to advertisers and therefore did not take it very seriously. But they were wrong. Star TV seems to be going from strength to strength. (Leonard, 1993, p. 124)

Since then, Satellites in the Asian skies have popped up like a fireworks display bringing with it all the sights and sounds from around the world. It comes in a series of AsiaSat, Palapa, Apstar and PanAmSat satellites, all having footprints in Asia. As of 1996 there were 34 satellites serving Asia with an additional 21 satellites providing trans-Pacific and trans-Indian Ocean coverage. 

However, the outlook for both pan-Asian and sub-regional satellite television industry is not altogether positive. Firstly, the concurrent deregulation and growth of domestic commercial television channels in Asia has spawned stiff competition among all broadcasters for the same or overlapping audiences. Secondly, after the massive expansion in the early to mid-1990s, the resultant glut of television supply has caused a slow-down of the hectic launching of satellite platforms. Finally, the economic downturn in the region in the late 1990s is precipitating a dramatic fall in consumer demand for satellite/cable television and thus a shakeout of channels.  Still, it may be too early yet to discern what this next stage in the development of the satellite television industry in Asia will shape up to be.

Introduction of satellite T.V to Singapore

In Singapore, satellite TV is closely linked to cable television and programming, as we have no Direct Broadcast Satellite (DBS) service. DBS works on a principle of broadcasting a signal from space to allow direct reception at home with a very low cost and an inexpensive receiver, but is banned by the Singaporean government. This is in contrast to satellite television distribution service whereby a signal is sent to a cable or over-the-air television system for redistribution to the home, which is exactly what we have for Singapore Cable Vision (SCV).

Satellite TV in Singapore arrived with the introduction of SCV to Singapore. Satellite TV programs would be available to Singaporean viewers only via SCV who charged a monthly subscription fee. SCV entrusts all of its down-linking of signals from satellite to its neighbour, ST Teleport, and transmit the programmes to viewers via cables. 

ST Teleport has access to a range of satellites with ‘footprints’ (coverage area) covering 70% of the globe. ST Teleport is a wholly owned subsidiary of the Singapore Technologies Telemedia - a 32 per cent shareholder in SCV. SCV offers 25 channels of programmes from all around the world. From Chinese Drama serials to live Sports coverage to MTV, it covers a mix of news, sports, drama, music and entertainment programmes brought in via satellite giving a new definition to television when SCV first started, as viewers were able to receive programmes from all over the world. It is TV without borders, almost.   

By allowing one cable company to redistribute satellite programs, the government could control the content of these programs. A Direct To Home (DTH) system where satellite broadcasters operated from abroad would be difficult to control. Brigadier General George Yeo, minister of the information and arts said, “Satellites become a wholesale means of getting signals and it is retailed through a cable network. This is the model we are working towards,” (“Cable TV to be developed,” 1992, p. 18). They wanted to regulate TV for as long as possible, keeping out pornography and anything that threatens national sovereignty.

There are 4 Earth Stations in Singapore with uplink facilities that broadcasters can use in Singapore. They are: SingTel TelecastST Teleport

 HYPERLINK "http://www.sba.gov.sg/work/sba/scene.nsf/satellite/www.sttp.st.com.sg" , , MediaCorp T & T (Transmission & Technology) and Asia Broadcast Centre.

Though Singapore is relatively strict on its regulations on satellite TV, in recent years, the broadcasting industry in Singapore has experienced rapid growth with the influx of international satellite broadcasters. Prime geographical location, excellent infrastructure and a friendly business environment attracted international broadcasters to base their operations in Singapore to be near the still largely untapped consumer markets in the region. There are currently 17 licensed satellite broadcasters uplinking from Singapore. (See Appendix A) 

The ST-1 satellite launched in 1998 is owned by Singapore Telecom and Taiwan’s Chunghwa Telecom Company, Ltd. The two companies jointly operate the spacecraft from control centres located in Seletar, Singapore and Taipei, Taiwan, respectively. The satellite’s broad C-band coverage beam extends from the Middle East to Japan, including all of Southeast Asia.

Singapore International Television (SITV) is an hour-long satellite broadcast service bringing you the latest news, views and action on politics, finance, sports and entertainment from Singapore. SITV is broadcast from Palapa C2, an Indonesian satellite whose footprint covers homes in Eastern Australia, Brunei, Cambodia, Hong Kong, Indonesia, Laos, Macau, Malaysia, Myanmar, New Zealand, Papua New Guinea, the Philippines, Thailand and Vietnam.

Channel News Asia uses the Palapa C2 and Apstar 2R satellites to broadcast its 24-hour news service around the region. It is a Singaporean News Channel modelled after Media News organizations in the west. 

Regulations of Satellite TV

Singapore regulates satellite television just like it regulates every other media program. HBO was  requested to submit its programme 60-90 days prior to broadcast so that necessary changes could be incorporated after screening by the Singapore Government. The same programs were then broadcast not only in Singapore but also in other Asian nations. HBO Asia president, William Hooks once boasted: “Whatever is acceptable to Singaporeans should be acceptable to other Nations.” (Clark and Huang, 1997)

Despite Singapore’s strict rules, 17 transnational broadcasters have accepted the governments offer to set up their Asian Headquarters there. Satellite broadcasters who uplink from Singapore require a satellite broadcasting licence from the Singapore Broadcasting Authority (SBA). If a satellite broadcaster operates his own satellite uplink facilities, these facilities will need to be separately licensed by the Info-Communications Development Authority of Singapore (IDA).

Underlying Principles of regulation
The main objective in licensing satellite broadcasters is to prevent the broadcast from Singapore of programmes containing objectionable programming such as pornography. There should be due consideration to the political, religious, cultural and racial sensitivities of the recipient countries. (See appendix B)

Can Satellite TV take off in a big way in Singapore?

NO

At the moment, Despite the Government’s pledge to bring in DTH satellite service by the year 2002, it is still extremely cautious about the media programmes and its influence on a society.  Singapore has spent many years trying to block out undesirable content and materials, from books to music to TV programs. It will continue to try and do so as long as it can. It has so far managed to weld both an authoritarian style of censorship as well as transformed Singapore into a Media Hub successfully. 

It receives support from other Asian Countries notably China. This can only strengthen its’ resolve to keep out satellite TV which would pose a serious hazard to regulation. The introduction of cable has so far managed to keep out Singaporean appetite for satellite at the moment. As it stands, cable is hardly penetrating the market at the moment. If the appetite for more TV channels increases, Singapore would just bring in more cable companies to intensify the competition thus lowering subscription rates and increasing the number of Satellite programs.

Another point is that it seems Singaporeans are not too aware of the potential of satellite TV. A majority of Singaporeans have no idea what DTH is and therefore naturally assume that SCV is satellite TV.

YES

However, as technology grows, the government will have to succumb to DTH broadcast. Having only one cable operator redistributing satellite is an inefficient way of using the technology. At the moment, the cable subscription rate is no more than 30%. This despite SCV having been around since 1995. The Government has signed a contract with SCV allowing it to be the only cable operator until 2002. After that more deregulation will follow allowing for other operators to enter the fray.

The only way for satellite TV to become bigger is if it becomes cheaper and Singapore continues to deregulate the Media market. A private satellite dish can cost next to nothing and it has a minimal or no subscription fee depending on what you want to watch. By deregulation, Singapore will open up it’s market for more investors as well as competitors to SCV.

The Government has been on the road to deregulate Singapore’s media organizations even if only in name. It has privatised its TV stations, telecommunications and its newspapers. It has allowed the World Wide Web to enter the homes Of Singaporeans relatively uncensored except for some pornographic websites.

All these spell the entrance of more satellite broadcasters coming in to further enhance Singapore’s image as a global Information Hub. Deregulation will lead to more competition and competition will either see more cable operators in Singapore or the introduction of private satellite dishes.

Increased education of Singaporeans will contribute to their awareness of the technology out there and their perceived right to use that technology. As a country that is intent on being a leader in information technology, that is the only way it can proceed. By then, Singaporeans should be educated enough to watch whatever TV programs they like without harming society. 

Digital Technology will facilitate the entry of Satellite TV. Digital Satellite technology being used in telecommunications and wireless applications brings about the convergence of media and the digital TV that it will become indispensable to an information society.

Influence of Satellite TV and its Political Implications

Singapore is extremely sensitive when it comes to political issues. The Government has sued successfully against what it terms slander and defamation many a time. It has a censorship board extremely attuned to Senior minister Lee Kuan Yew’s Liturgy on the need for national stability among the many different races of Singapore, regional peace among neighbours, Asian values and hard work. It is possible for satellite TV to bypass all government controls, laws and regulations on television broadcasting, which is a challenge to the nation’s sovereignty.

The introduction of cable TV is proving to be a successful way of trying to control the content of foreign programmes coming into Singapore. Furthermore many foreign broadcasters have set up base in Singapore with the understanding that their programmes are going to be closely monitored and censored, and they are happy with that. This gives the Singapore government even more control on what programmes are being sent around the region with no fear of being blind sided.

SITV helps overseas Singaporeans to keep in touch with their motherland but also helps to determine the political state of the country as Singapore hopes to get these Singaporeans to contribute in the General Elections of the country’s leaders. 

At, the moment the only other Satellite broadcast from Singapore to other countries is Channel News Asia (CNA). CNA Can wield quite an effective influence on other countries and other citizens’ perception of Singapore with the news stories they present, providing a very good political weapon for the government of Singapore.

Ideally, Satellite TV should be platform for a diverse set of voices to speak out into the world but instead only one voice can be heard. When more stations broadcast from Singapore to the region, more voices will be heard on a variety of channels. That will change the landscape of how political battles are fought. 

Social/cultural Implications

The social and cultural implications are plentiful and already they are in effect in Singapore. To many policy makers, foreign programmes need to be limited not merely because they are in great numbers and may acculturate the audience, but also because their low prices and availability made it difficult for local production to compete. Satellite TV is thus seen as a threat to local producers. It is relatively cheaper to import programmes from abroad than to produce it locally. Enforcement of regulations to limit foreign programmes may be difficult and infeasible too, due to shortage of local production. Much of the timeslots in programme channels are repeat telecast of programmes, either dramas some years ago or yesterday’s entertainment programme. There are just not enough local products to fill the channels. 90% of television programming is foreign. It is cheaper to show foreign products rather than make local ones which do not fare that well in the market.

Cultural imperialism is a theory that many say will envelope us. The authorities are sure people will be easily swayed by what they see on TV. That a decadent western culture will descend upon the country if it is not monitored closely.  Satellite TV can bring in hundreds of channels of foreign programming direct to our homes.  Will that influence the way we behave. Influence our culture?

Already we have so quite a number of western shows that celebrate violence such as ‘Buffy the Vampire Slayer’ and sex, i.e. Baywatch and Silk Stalkings. Yet we have not turned into society that celebrates Sex and violence in real life. A small range of local productions that deal with Asian values tempers with all these Programs as well as education. And of course even as we get more channels, some of these will be educational Programmes. 

The one fear is that the infancy of local productions will be wiped out by a full scale glut of foreign programming with years of experience catering to an audience needs. Satellite TV will wipe out audience reliance on a few local TV stations to be entertained cheaply. The reply that local productions can give is that, just as easily as satellite TV can utilize a region for its market, so can Singapore who has her own celebrities who are popular overseas and make local productions that appeal to a regional audience much like What Hong Kong has Done, to survive against foreign programmes.

Satellite Broadcasters are realising that it is not easy to break into the Asian Market where many regulations are in place. They have learned to team up with local productions to produce programs specific to Asia.  This would certainly enhance Singapore’s Production industry as more broadcasters set up their Asian headquarters in Singapore and make productions in Singapore with Singaporeans as well.

Other issues include the segmentation of the public in the digital divide leading to an information gap in the future of Singapore? Not in Singapore where there is a better income equality average than most countries. Not in Singapore where it is a small island and aims to be a media hub where a majority of the people are techno savvy.

Economic implications

The economic implications can only be good for Singapore. Satellite TV opens up the market for broadcasters. Investment in productions meant only for Singapore audiences would be of very little use because of the small target audience. However, Satellite TV opens up the market to the whole region and not just one country. Investors and advertisers would be more than happy to have programmes aired to the region even if the productions are aired from Singapore. Singapore has the advantage because she has built herself up as a media hub, therefore all the necessary technology and infrastructure is available to attract broadcasters to Singapore.

If however, satellite TV programs become the domain of a few media conglomerates, it would be very difficult for local productions to break out into the regional market. Local production companies would die out falling prey to the more expensive productions of satellite TV. They would be more expensive to make but cheaper to redistribute. 

Local productions might come to have a different meaning. It would be financed by overseas investors, produced by foreigners, and perhaps acted by locals and foreigners in a bid to cater to the regional audience. Economically this would be good for Singapore because investments would be flowing in but in the long run, Singapore will suffer when the other countries catch up with technology and the media conglomerates decide that it will be cheaper to film overseas.

Conclusion

Satellite TV is severely under appreciated in Singapore simply because it controlled by only one cable company with a penetration rate of less then 30%. Furthermore, the programs aired by SCV have serials that are not that different from those being aired by the terrestrial stations. In fact, SCV has plenty of reruns that have been shown on the local TV stations before. The main reason why people get SCV is because of its more comprehensive sports coverage.

If and when DTH satellite service becomes available at an affordable price as it should, Satellite TV in Singapore will explode. Hundreds of channels instead of the tens on SCV can be received. The digital technology will also help propel Satellite TV as it incorporates Internet technology in TV as well.

 
The usual run of the mill arguments about cultural imperialism, or about the loss of local productions will inevitably surface as they already have even with minimal satellite TV. The debates will run long and hard but the technology will inevitably steam roll over these fears as Satellite TV is beneficial to the economy and that is the most important factor when it comes to dealing with new technology.
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Appendix A

There are currently 17 licensed satellite broadcasters who broadcasts from Singapore to the region. They are

1. AXN Service Co Pte Ltd 
AXN broadcasts action and adventure programmes through The Action Channel, in two feeds: English and Mandarin. Programming includes motion pictures, movies-of-the-week and episodic television series. The channel, uplinked via the APSTAR-IA satellite, reaches China, Hong Kong, India, Indonesia, Japan, Malaysia, the Philippines, Singapore, Taiwan and Thailand.
2. BBC Worldwide Limited
The BBC World Channel (which originates from the BBC TV Centre in West London, UK) features news, information and lifestyle programmes in English, to India, the Middle East and East Asia. The uplink is via the PAS-2 and PAS-4 satellites.
3. BLK Syndicate Pte Ltd
BLK Syndicate Pte Ltd operates Channel-i, a Bangla language channel that provides family-oriented programmes such as current affairs, dramas and variety programmes. Their target audience are primarily the households in Bangladesh, although they are also targeting markets in India, the
Middle East, Malaysia and Australia. The major programmes are supplied by Impress Telefilm, a subsidiary of the Impress Group of Bangladesh. Channel-i is uplinked via the APSTAR-2R satellite.
4. Business News (Asia) Ltd 
Business News (Asia) Ltd broadcasts a business and financial news service channel, CNBC Asia, in English and Mandarin, to Southeast Asia, China, Hong Kong, Taiwan and India. The channel is uplinked via the PALAPA-C2 and PAS-4 satellites. 
5. Discovery Asia, Inc. 
The Discovery Channel offers documentaries on science and technology, nature, world history and culture in English, to Southeast Asia, China, Hong Kong, Taiwan, India and Australia. The channel is uplinked via the PALAPA-C2, PAS-2 and PAS-4 satellites. 
6. ESPN STAR Sports 
The ESPN STAR Sports channels feature sports events and sports-related programmes in English, Mandarin, Malay, Hindi and Cantonese, to Southeast Asia, China, Taiwan, Hong Kong and India. The channels are uplinked via the ASIASAT-1, APSTAR-1, PALAPA-C2 and PAS-4 satellites. 
7. Expand Fast Holdings (Singapore) Pte Ltd
The broadcaster offers the music channel, Music Asia, to South Asia and the Middle East. The channel is uplinked via the PAS-4 satellite.
8. Home Box Office (Singapore) Pte Ltd 
HBO offers movies produced by major American film studios, children's programmes, comedies and concert specials in English, Mandarin, Hindi and Malay, to Southeast Asia, China, Hong Kong, Taiwan, Korea and India. The uplink is via the PALAPA-C2 and APSTAR-1 satellites. 
9. MediaCorp News Pte Ltd
MediaCorp News uplinks their Channel NewsAsia through the Apstar 2R and Palapa C2 satellites. The channel will carry news on topics ranging from politics, finance, business, technology, sports and entertainment. Channel NewsAsia is targeted at audience residing in Asia as well as the Middle East.
10. Music Television Asia LDC 
Music-based programmes are broadcast over three channels: MTV Asia, MTV India and MTV Mandarin, to Southeast Asia, China, Hong Kong, Taiwan, Korea and India. The channels are uplinked via the APSTAR-1, PALAPA-C2 and PAS-2 satellites. 
11. Nickelodeon GNV Operations Pte Ltd
Nickelodeon is a 24-hour channel dedicated to children's programming. It presents a wide range of responsible entertainment for 2 to 15 year olds, covering news, variety and game shows, adventure and magazine shows, original and comedy series, and a line-up of original animation. The channel is uplinked via the PAS-2 and PAS-4 satellites to reach Japan, Hong Kong, Southeast Asia, Europe, Africa and Oceania.
12. SABe TV Ltd
Owned by Sri Adhikari Brothers Television Network Ltd in India, SABe TV operates a general entertainment channel featuring dramas, comedies, children's, news and current affairs programmes. The channel is uplinked via the AsiaSat 3S satellite. Sri Adhikari Brothers has been in
the commercial and television production business for 13 years. They have produced programmes in various Indian languages for their national broadcaster Doordarshan and other private channels and they own the broadcast rights to the programmes that they produced.
13. Sahara TV Ltd
Sahara TV broadcasts a 24-hour general entertainment English/Hindi channel featuring dramas, comedies, news and current affairs programmes. The channel is uplinked via the Asiasat 3S satellite.
14. SET Satellite (Singapore) Pte Ltd 
SET Satellite, a joint venture between Sony Pictures Entertainment and Argos Communications Enterprise, broadcasts general entertainment programmes in Hindi to the Indian sub-continent. The uplink is via the PAS-4 satellite. 
15. Singapore International Foundation 
Singapore International Foundation offers daily one-hour broadcast of news, current affairs and infotainment programmes in English, Malay and Mandarin on its SITV channel that is uplinked via the PALAPA-C2 satellite to reach audiences in the ASEAN countries, Australia and New Zealand. 
16. Walt Disney Television (Singapore) Pte Ltd 
The broadcaster offers Disney Channel Asia in Mandarin, Cantonese and English, and Disney Channel India in Hindi, Tamil and English. These channels feature programmes from the Disney library, Disney Channel (USA), original movies and specials, and internationally acquired
programmes. The channels are uplinked via the APSTAR-1 and APSTAR-2 satellites.
17. Worldspace Asia Pte Ltd
Worldspace Asia will provide digital-quality music, news, information, and educational audio services to the people in Asia. They will be uplinking various International and Regional channels, plus ten other channels produced by Worldspace via their own AsiaStar satellite. 

Information updated as at October 2000

Singapore Broadcasting Authority website. (2000). Available: http://www.sba.gov.sg/sitemap.htm [2001, 20 Aug]

Appendix B

3 Satellite broadcasting services uplinked from Singapore are considered broadcasting services transmitted via satellite from Singapore. Broadcasters who provide such services require a satellite broadcasting licence from the Singapore Broadcasting Authority (SBA).

Satelliteuplink

4  Satellite uplink refers to the transmission of broadcast signals from a local earth station to a satellite in space.

5 If a satellite broadcaster operates his own satellite uplink facilities, these facilities will need to be separately licensed by the Info-Communications Development Authority of Singapore (IDA).

6 SBA takes into consideration applicants' intended nature of service, programming and advertising codes in deciding whether to grant a satellite broadcast licence. The main objective in licensing satellite broadcasters is to prevent the broadcast from Singapore of programmes containing objectionable programming such as pornography.

7 Satellite broadcasters licensed by SBA will be responsible for their programming. We require these broadcasters to take reasonable steps to ensure the acceptability of their service and compliance with local laws in recipient countries. They should also give due consideration to the political, religious, cultural and racial sensitivities of the recipient countries. In particular, no programme should be broadcast, which:

a) promotes or propagates any religious belief or view or the cause of any political party; or
b) prejudices relations between the Republic of Singapore and any foreign government.

8 If a satellite broadcast service is re-transmitted in Singapore, e.g. through cable TV, the local cable operator is responsible for ensuring that the content of the service complies with local programme and advertising codes.

Licence conditions
9 The conditions in the SBA satellite broadcasting licence are: -
a)Licence period -5years
b)Licence fee-S$5,000 per annum
c)No foreign ownership restrictions
d) If a broadcaster is not based in Singapore or not registered in Singapore: i) a local agent must be appointed; and ii) a performance bond of S$50,000 must be posted.

Singapore Broadcasting Authority website. (2000). Available: http://www.sba.gov.sg/sitemap.htm [2001, 20 Aug]

Wk 6 Lect Marc n Huiyi- DTV in UK

Analyse digital broadcasting in the UK. The UK is the first country to start digital broadcasting. Was it successful?

I. Introduction 

The launch of UK's first digital television service, Sky Digital (satellite television broadcaster), on 1st October 1998, signaled the start of a new era in British broadcasting. In November the same year, ITV Digital (ONdigital) followed suit and became the first company in the world to launch a digital terrestrial television (DTT) service. Since then, UK has been at the forefront of digital broadcasting. and the government has even indicated that the complete switch-over from analogue to all-digital broadcasting may end as early as 2010.

II. Brief History and Development of Digital Broadcasting in UK

A Government-driven Project

In 1996, the government announced plans for the introduction of digital television based upon the use of six digital networks (multiplexes). The government allocated the multiplex with the highest coverage to the British Broadcasting Corporation (BBC). 

The Broadcasting Act 1996 enabled the Independent Television Committee (ITC) to license the remaining five multiplexes. One of these was to be reserved for ITV, Channel 4 and teletext services, and it was awarded to Digital 3 and 4 Limited. The licences to operate the remaining four commercial multiplexes (A to D) were advertised in October 1996.

Multiplexes B, C, and D were awarded in June 1997 to British Digital Broadcasting PLC (BDB) (which was later renamed ONdigital, and then ITV Digital). ONdigital (ITV Digital) launched in November 1996 offering free-to-air terrestrial channels and a range of subscription channels.

The last digital network, Mulitplex A, was awarded to S4C Digital Network s Ltd (SDN) in July 1997.

The Genesis Project: Where Public and Private Sectors Meet

After the roll-out of the initial digital blueprint, the government further embarked on a series of round table talks with key players in the broadcasting industry. This was termed the "Genesis Project", and it was officially set up by the ITC in March 1999 to examine planning options for all-digital terrestrial television (DTT), and on developing a more detailed strategy to switch over to all-digital television broadcasting later this decade or early in the next. The project was executed by NTL and The Smith Group under contract for the ITC.

As it was essential that the views of a wide cross-section of the digital television industry were reflected in the strategic planning, brainstorming sessions were conducted in open-forum style with organisations sending representatives to the meetings to provide diverse and novel options. Organisations are as follows: 

1. BBC

2. BREMA

3. BSkyB

4. Channel 4

5. Castle Transmission International

6. The Department of Culture, Media & Sport

7. The Independent Television Committee

8. NDS

9. OFTEL

10. ONDigital (ITV Digital)

11. Philips Research Laboratories

12. The Radiocommunications Agency

13. SDN

14. Telewest Communications 

The result of "Genesis Project" was that of the development and narrowing of options for key issues such as delivery means, spectrum usage, service type, network type, and reception conditions. These are covered in four broad phases, namely: i) Creation of Project Plan, ii) Generation of Planning and Service tools, iii) Development and Initial Analysis of Scenarios, iv) Refinement and Detailed Analysis of Three Final Scenarios.

III. Digital Broadcasting in UK now

Digital television is now delivered through an existing television aerial  (Digital Terrestrial Television – DTT), through cable (Digital Cable Television) or  via a satellite dish (Digital Satellite Television). Sound and pictures are converted into computerised digits for transmission (instead of traditional analogue signals), and received as normal  (by aerial, satellite dish or cable). Because they have to be decoded back into sound and vision, a set-top box decoder is required for all three types of digital delivery. The set-top box also provides the means for broadcasters to supply "Pay-TV" services for which a charge is payable. This is called conditional access, and set-top boxes are usually given "free" to the customers when they sign up as subscribers.  

For those who do not subscribe to any Pay-TV service, they can still catch the "Free-to-View" digital TV channels when they buy their own set-top boxes (about $500), or digital TV sets with built-in decoders (about $5000).  

At the present, these are the main providers of digital broadcasting:

1. Digital Terrestrial

-ITV Digital and BBC

2. Digital Cable

-NTL and Telewest

3. Digital Satellite

-SKY

For the second part of the question on whether digital broadcasting is successful in UK, we shall first examine this using the following as indicators and measures of success: Infrastructure, Adoption rates and these rates as compared to other countries.

I. Infrastructure

Digital Terrestrial

As a recent research by BBC revealed, coverage for DTT has increased from 60% to 80% since digital television was launched in 1998. BBC Online also reports that "cover is spreading quickly and availability changes week by week." UK's smooth infrastructure roll-out, and strong coverage is by far, the most impressive in the world, and this is illustrated in the chart overleaf.

Digital Cable

According to an IDATE report, as at June 1999, there were 11.9 million homes passed and 50.2% or approximately 5.9 million have already been upgraded for digital transmission.

Digital Satellite

According to BBC Online, "you can receive satellite digital TV almost anywhere in the UK". The Digital Television Group* reports that "the coverage from the Astra satellite is across the country and has been since the launch of services...only a small number of homes do not have 'line of sight' access to the satellite or suffer from planning restrictions and are therefore unable to receive satellite broadcasts".

II. Adoption Rate

Digital Terrestrial Television

Besides the few free-to-air channels in the UK, there exists Pay-TV company. The largest Pay-TV broadcaster is ONdigital (later renamed ITV).

Ondigital launched its service to customers on 15 November 1998 and reached its one millionth customer in January 2001. It was rebranded as ITV Digital on 11th July 2001.

ITV Digital has 1.35 million digital subscribers as at 30 June 2001. 48,000 homes signed up this quarter. Churn at the end of the quarter was 23%.

It is interesting to note that ITV’s archenemy is not another terrestrial Pay-TV company, but actually a Direct-to-home Satellite Broadcaster, SKY. ITV have once even appealed to the government, accusing SKY of  “consistently and systematically abused its dominant market position". (Appendix II)

Digital Cable Television

NTL, UK's biggest cable operator announced on 26th July 2001 that it now has almost 1 million digital subscribers. The company's half-year figures show a total of 951,000 digital subscribers, which forms an impressive 41% of the total TV customer base. Based on these figures, NTL says that the company is on target to reach 1.25 million by the end of the year.

Its revenue has also increased by 46% in the current 2nd quarter and outlook for the company is bullish.

For more information on the rates of cable adoption as compared to the rest of the EU, go to Appendix I

Telewest, NTL's closest competitor, now has 564,000 digital subscribers. An increase of 24,000 on the last quarter, they now represent 43% of the company's total cable TV subscriber base. 

Direct-to-home Satellite Broadcasting/ Digital Satellite Broadcasting 

The only satellite broadcaster in the UK is BSKYB (British Satellite Broadcasting) or SKY in short.

BSkyB, UK's largest satellite operator announced in its 30th June 2001 Review that there are now 5.3 million digital subscribers out of a total of 5.4 million digital satellite receiver homes. The 97% successful penetration rate qualifies Sky to push ahead with switch-over plans.* Come September this year, Sky analogue services will be switched off completely.

*The then Secretary of State Chris Smith when he was at Department of Culture, Media and Sport, set the policy that switch-over should come when digital penetration of a any one medium reaches 95%.

A further 4.6 million homes access Sky Channels  via ITV  Digital and Cable. This means that, including  Eire, there are now  over 10 million subscribers to Sky Channels

SKY aims to have 7 million digital users by the end of 2003.

In total, about 8 million homes in the UK now receive some forms of digital broadcasting.

Latest figures (June/July 2001) for all digital broadcasting systems are as follows:

D-SAT - 5.3 million

DTT - 1.1 million

D-Cable - 1.52 million (NTL and Telewest)

Digital Total - 7.92 million

On a macro-scale, UK's digital take-up rate remains the highest in the world. 

World: Leading countries in digital television take-up

(56 million homes to receive digital TV services by the end of 2000)

1. UK 29%

2. US 24%

3. France 15%

4. Spain 15%

Source: Electronic Publishing Services, 16 November 2000

Additional Statistics: Expected Growth of Digital Take-up Rate

Source:  http://www.oftel.gov.uk/cmu/research/digi0800.htm,  http://www.mori.co.uk/polls/2000/oftel.htm technology tracker,  2000

Sources:  Continental  Research, Henderson Crosthwaite

Conclusion

United Kingdom is undoubtedly, the world’s forerunner in digital broadcasting, with the following statistics in digital TV adoption rates as shown above.

UK’s digital subscriber figures might not seem to seem phenomenal as the UK has about 25 million homes, but in 1997, Pearson International, a private research firm estimated that there will be 2 million digital homes by 2002. So looking at the current 2001 figure of 7.88 million, we can see that DTV’s success has exceeded the expectations of analysts.

Although other EU regions have embarked on digital broadcasting programs and laid the infrastructure, none of them have come close to matching UK’s take up rate.

This might also be due to the existence of the presence of the three broadcasting platforms, cable, terrestial and satellite (figure below). Only Sweden out of the whole of EU has 3 digital platforms.

UK homes thus have a broad choice of digital transmission options to choose from. Besides having a wider choice, consumers are continually wooed by broadcasters like SKY giving digital set top boxes for free and a price war between ITV and SKY. Thus consumers have benefited from this competition. 

As DTV is still much in its infancy stage, it is perhaps too early to say whether the market dominance of broadcasters like SKY will in time create market barriers that prevent other satellite or non-satellite broadcasters from entering the digital arena.

Already, digital set-top boxes are already not compatible between the various platforms and this prevents consumers from changing digital platforms. Also, the cost of about 500 dollars for a digital set-top box is too prohibitive for many who want only to receive free-to-air channels like BBC and will be “forced” to subscribe for a digital pay TV service. 

This might inhibit the majority of TV viewers who are satisfied with viewing just free-to-air channels to turn to digital. If it takes too long to reach the 95% adoption rate for all platforms, the dual provision of analogue and digital transmission will prove to be a burden to most broadcast companies, even free-to-air ones like BBC.

DTV is doing very well indeed in the UK, but DTV’s eventual success, would depend on the eventual market development of the dominant broadcasters and the efforts of the UK government to promote DTV and encourage healthy growth and competition between broadcasters.

Finally, we would like to pose the question of whether or not the population will benefit from digital broadcasting in general. What social, economic and political costs and benefits will be exacted on the United Kingdom?

And also, are there better measures of success we used for our report (Infrastructure, Adoption Rate, Comparison to other countries) and what are the limitations of the  

indicators and measures that we used? 

Appendix I

The following is a chronology of the news event of ITV

06/07/00 ONdigital goes to government 

ONdigital has called on the Government to break up its satellite rival BSkyB. The company has told the Department of Trade and Industry as well as the Department of Culture and media that Sky "consistently and systematically abused its dominant market position". ONdigital has suggested a structural separation similar to that imposed on Microsoft in the US. The company said the prices BSkyB charges for its premium film and sports channels forces ONdigital to provide the channels at a loss. ONdigital has complained to the Office of Fair Trading that BSkyB sells Sky channels to ONdigital, but they do not offer the full range of programmes on third party platforms. - From UKdigital-TV

04/11/00 ONdigital To Fight Sky's Prices

Yesterday ONdigital confirmed that it was to fight Sky's price rises with the Office of Fair Trading. Stuart Prebble, the chief executive of ONdigital said,

"I am writing to the Director General of Fair Trading, John Vickers to request that he uses his powers to block this price rise or at the very least delays any price rise until he has completed the review he is currently undertaking of Sky. I'm sure that MPs will also want to look into this latest example of Sky's abuse of its dominant position. 

"It is pretty extraordinary that while it is still under investigation by the OFT, Sky should try to force through huge price rises of up to 40 per cent, on their, and our customers. 

"Sky feels able to do this kind of thing because, to date, they dominate the provision of much premium sport and movies. This is one of the reasons why we are fighting hard to break their monopoly, and have bought rights to the Champions League, Nationwide League and Worthington Cup. 

"I hope the regulator acts swiftly to ensure that Sky's - and our - customers are protected against this sort of behaviour." - From Andrew Marre

17/01/01 ONdigital - there is over 1million subscriptions!

Sales

ONdigital sales at 14 January totalled 1,025,000. Its sales were 1,012,000 as at 31 December 2000, beating its target of 1 million, and an increase of 83 per cent on a year ago. ONdigital's customer base grew by 134,000 in the quarter. In the week up to Christmas Eve, ONdigital attracted more than 35,000 new subscribers through retail stores alone. 

Stuart Prebble, ONdigital's Chief Executive says: 

"ONdigital has met its targets, and we have reached our first million sales by the end of 2000. We've achieved it faster than Sky, faster than any cable company, faster than Vodafone, or Orange or Cellnet. Our challenge ahead is to take advantage of the drive towards digital switch-over to become the most widespread pay TV and interactive services platform". 

ONdigital's net sales in the quarter represented one of the best quarters since launch. We continue to expect churn at the budgeted level of between 15 and 20 per cent on an annual basis. It is expected to settle at lower levels as the customer base becomes more mature.

11/07/01 ITV Digital here

The ONdigital name has now been dropped after three years, and has been replaced with the ITV Digital name. Changes started to take place at about 1am this morning, according to DTT News reader, Brian Scott. The new channel list can be viewed K:\CS 303\research\dtv  developments\channels.html on DTT News. The changes to the channel line-up include yesterdays changes, but also as reported by DTT News previously:

19/07/01 ITV figures published

ITV Digital (formerly ONdigital) today reported an increase of 48,000 subscribers for the quarter ended 30 June 2001, bringing the total as at 30 June to 1,135,000. The highlights are as follows:

·  48,000 new subscribers this quarter; on target for breakeven 

·  400 pubs per week sign up for ITV Digital 

·  Annualised churn below forecast at 23 per cent 

·  Successful rebranding on 11 July with new advertising campaign 

·  Strategic marketing partnership formed with BT 

·  Pay per view offering unveiled: 60 matches next season for £3 a month 

·  ITV Active partners with over 100 portal brands 

Stuart Prebble, Chief Executive of ITV said:

"These are solid figures. We are delivering against our targets. The rebranding is a major step in the evolution of this business and the decision to put the powerful ITV brand behind the platform is an indication of our shareholders' commitment to it."

Subscriber Numbers

ITV Digital's total subscribers as at 30 June were 1,135,000. Annualised churn at the end of the quarter was 23%. The rise of 48,000 for the quarter is in line with subscription targets. In the first two weeks of the new quarter sales have continued at similar levels, in one of the traditionally quietest periods of the year. Early signs are that advertising for the new brand has been well 

Appendix II

The following is a chronology of the development of BSKYB, UK’s largest DTH satellite broadcaster.

At the end of the year 1999 BSkyB will have sailed well past 6 million and should near 7 million.

1997

BSkyB reaches a long-term agreement to provide programming on the new digital terrestrial service, to be operated by British Digital Broadcasting.

1999 June

BSkyB launches its free dish and box offer with a one-off standard installation fee of £40 for Sky digital subscribers. This offer reflects Sky’s determination to remove any barrier preventing people from sharing its digital vision.

1998 October

Sky digital – the UK’s first digital television service – launches with 140 channels of news, sport, documentaries, movies and entertainment.

1998 October

Sky digital – the UK’s first digital television service – launches with 140 channels of news, sport, documentaries, movies and entertainment.

1999 August

Sky Sports Extra launches, offering the world’s first live interactive football coverage.

1999 October

Open launches an interactive television service offering a range of shopping and email services; information, games and entertainment from leading names, such as WH Smith and Dixons.

2000 June

Sky News Active launches as the world’s first interactive television news service.

2000 July

BSkyB announces plans to switch off its analogue service in the summer of 2001 – ahead of schedule. It has also topped 5 million users.

30 June 2001 Review 

Sky analogue services WILL be switched off during September.  

This news comes from BSkyB's Chief Executive Tony Ball answering  questions at the announcement of Sky's annual results.  "I seem to remember," he  said "Chris Smith, when he was at DCMS,  saying that switch-over should come when  digital reaches 95 per  cent. We've got 97 per cent." The latest figures  show that  there are 5.3 million digital subscribers out of a total of 5.4  million DTH homes. A further 4.6 million homes access Sky Channels  via ITV  Digital and Cable. This means that, including  Eire, there are now  over 10 million subscribers to Sky Channels.

There’s still more to come. By the end of 2003 BSKYB aims to have 7 million Sky digital homes.

Appendix III

Important Government/International Bodies which help to propel the Digital Broadcasting Industry

1. BBC Research & Development

http://www.bbc.co.uk/rd/
2. BBC Digital Radio

http://www.bbc.co.uk/digitalradio/
3. Digital Video Broadcasting  group

http://www.dvb.org
The Digital Video Broadcasting Project (DVB)  is an  industry-led consortium of over 300 broadcasters, manufacturers,  network  operators, software developers, regulatory bodies and  others in over 35  countries committed to designing global standards  for the delivery of digital  television and data services.

The  scope of  the DVB has been widened to build a content environment  that combines the  stability and interoperability of the world  of broadcast with the vigour,  innovation and multiplicity of services  of the world of the Internet. 

The core of DVB’s  new mission is to  provide the tools and mechanisms to facilitate  interoperability and interworking  between different networks,  devices and systems to allow content and content  based services  to be passed through the value chain to the  consumer.

4. Digital  Terrestrial Group

http://www.dtg.org.uk/
DTG  Testing  Limited is a subsidiary company of the http://www.dtg.org.uk/.  

The DTG was  formed in 1995 and is an association of companies  and organisations involved in  the development of digital terrestrial  television broadcasting in the UK.  It  has been instrumental  in the definition and development of the UK digital  terrestrial  television network, acting as the industry focus for technical  co-ordination  of what is now the world's first working DTT service and a  substantial  horizontal digital receiver market.  Today the Group has over 100  members, including broadcasters, receiver and semiconductor manufacturers,  content creators and suppliers.

The DTG set  up DTG  Testing Ltd in 2000 to carry out interoperability testing on digital  television receivers.  It is expected that other digital television  platform  operators who wish to develop a horizontal market will  also adopt the approach  initiated by the DTG.  However, this  is just one element of the DTG's activities  in the building of  the digital future which will see the computing,  telecommunications,  Internet and television industries increasingly addressing  common  markets.  The Digital Television Group and DTG Testing Ltd. will  be the  key to successful convergence of these once diverse technologies.

DTG Testing  Ltd's Test Centre will evolve and adapt to  the needs of this process of  convergence and is ideally placed  to solve the inevitable interoperability  issues as they arise.

5. Transmitter  Adjustment Programme (TAP)

http://www.tvtap.mcmail.com/
6. Independent Television  Commission (ITC)

http://www.itc.org.uk/
Under its powers, derived from the Broadcasting Acts of 1990  and 1996, the  ITC:

· issues  licences that allow commercial television companies to broadcast  in  and from the UK – whether the services are received by conventional  aerials,  cable or satellite; and whether delivered by analogue  or digital means. These  licences vary according to the type of  service, but they all set out conditions  on matters such as standards  of programmes and advertising;

· regulates  these services by monitoring broadcasters’ performance against  the  requirements of the ITC’s published licences and codes and  guidelines on  programme content, advertising and sponsorship and  technical performance. There  is a range of penalties for failure  to comply with them;

· has a duty to  ensure that a wide range of television services is available  throughout  the UK and that, taken as a whole, these are of a high quality and  appeal to a range of tastes and interests;

· has  a duty to ensure fair and effective competition in the provision  of these  services;

· investigates  complaints and regularly publishes its findings. 

7. European  Broadcasting Union (includes technical specification for Digital  Terrestrial TV  and others)

http://www.ebu.ch/welcome.html
8. Radio  Authority (regulates Independent Radio)

http://www.radioauthority.org.uk/
9. Radiocommunications  Agency, UK Rules and Regulations

http://www.radio.gov.uk/topics/enforcement/enforce-index.htm
Wk 7 Lect Lee-Ann n Xinying- Digital Television

Can digital TV take off in Singapore? Give a detailed analysis of digital TV in Singapore.

Introduction

Digital television (DTV) is a revolutionary broadcasting technology that will transform television, as we now know, around the world. According to London-based Ovum Research forecasts, digital television connections worldwide are expected to grow from 62 million this year to 350 million in 2006, creating a plethora of opportunities for media and Internet companies. Even more enticing are the forecasts that t-commerce revenue from digital television (DTV) will be worth US$45 billion by 2005.

DTV developments in Singapore

In November 1997, the Singapore Digital Television Technical Committee was formed to recommend a DTV standard for Singapore, propose a time frame for implementation and to discuss on the availability of DTV equipment in the market. Its members are from regulatory and government bodies, service providers and broadcasters, suppliers as well as institutes of higher learning. Field tests using the European DVB standard, American ATSC standard and the Japanese ISDB-T standard were completed in September 1998, making Singapore the first country in the world to have successfully tested all three world DTV standards. A mobile TV field trial was also conducted between January and February 99. The Committee evaluated the results and in May 1999, Singapore adopted the European DVB as the national Digital Television Standard. It was chosen because it is robust under fixed and mobile conditions, is effective in signal coverage and is flexible in interoperability with other telecommunications and information technology networks. It is also able to cater to the increasing convergence of communications technology and potential for growth and provides opportunities for developing applications such as interactive services, on-demand services and so on.

The Singapore Broadcasting Authority (SBA) has been encouraging partnerships between content creators, technology specialists and media players to maximize the potential of DTV. To encourage further development in innovative DTV services and applications in Singapore, SBA has established a S$5 million digital broadcasting development fund to assist industry players who are interested in developing new digital broadcasting applications and services.

In September 1999, the National DTV Committee was set up to advise SBA on the implementation and development of digital television (DTV) in Singapore. It is an industry-led group with 15 members. Two months later, three sub-committees were formed to assist the National DTV Committee in the further development of digital TV in Singapore. They are:

Industry Development Subcommittee: 

To study and identify critical areas necessary for the development and growth of DTV services in Singapore

Transmission & Reception Subcommittee:

To study and recommend the best possible solution for digital transmission and reception for the development of DTV services.

DTV Receivers Subcommittee: 

To study and recommend steps, specifications and standards necessary in order to have an open market and open access of DTV receivers.

Digital television is still in its infancy stage at the moment, with TVMobile on 1,500 SBS buses and TV screens in Suntec City's Fountain Food Terrace. In the future, DTV will be installed in shopping centres, banks, commercial buildings and on public transportation such as taxis, Mass Rapid Transit (MRT) and Light Rail Transit (LTR). However, this may not remain so if Singapore Broadcasting Authority (SBA) has its way. So far, it has already awarded six licenses to Television Corporation of Singapore, Advent Television, Cathay Organisation, Media Management, DigitalONE and HealthAnswers to conduct R&D in Digital Television (DTV) services and applications. Media Corporation of Singapore has also been awarded a license to operate a commercial DTV service, which will carry existing analog elements in digital form. MediaCorp will start digital transmission of the current free-to-air channels in phases, starting with Channel 5. The launch date for a fully digital transmission is yet to be determined at this point of time. MediaCorp’s Digital TV subsidiary had launched a pilot test service last December, providing digital set-top boxes to 200 selected households

On December 6, SBA accepted the recommendations made by National DTV Committee to implement interactive DTV services in the country.

Reasons for Digital Television 


At the “Digital Television: managing the transition” seminar on 5 June 2000, Mr. Lee Yock Suan, Minister for Information and the Arts and Minister for Environment said DTV development is of great importance because of the need to retain national identity and maintain national cohesiveness. With better interactive programs from global media players, competition for attention will be particularly intense for our young who are more educated and net savvy. Local media have a unique role to play to contribute to nation-building. There is a need to strengthen the local media so as to hold the attention of local audience. 

Besides the issue of national identity, the economic prospects of DTV is also enormous. This is because digital television offers many opportunities for creative partnerships to develop applications and services that can reap the full benefits of the technology. DTV and other digital technologies will provide a common link between broadcasting, telecommunications, and computing industries as they converge. This increases the choices offered to consumers and provides major new business opportunities. ISPs and other businesses providing data content will have a new avenue to reach consumers.

Also, although the Internet continues to have a strong foothold, it is the humble television set that is present in every household. A recent survey by Pace Micro Technology on consumer attitudes to DTV in UK found that almost 2/3 of respondents found ITV over PC-based home shopping. For generations that have grown up watching TV, there is something appealing about the TV that the PC has not been able to duplicate.

Another reason for the push towards digital technology is that Singapore is a good test-bed for digital broadcasting services. There is also great potential for digital broadcasting services developed in Singapore to travel worldwide as digital broadcasting technology takes off in other parts of the world. As Singapore will be among the first countries to launch DTV, media organizations and technology providers have an opportunity to play a leading role in the Asian region. SBA also welcomes foreign broadcasters and service providers to come and use Singapore as a springboard to the region. 

The move towards digital broadcasting on the part of MediaCorp is to increase the services available to the public, as well as to open new avenues for multimedia program and interactive services. Some of the benefits of digital television is outlined below. 

· It is able to transmit clear sharp pictures without interference and ghosting that often affects analog transmissions in built-up areas. On top of that, it has twice the vertical and horizontal resolution of analog television sets and five times more picture information.

· Digital television also allows for a multi-channel environment. As DTV highly compresses bandwidth, each analog channel will be able to carry 5 to 6 digital channels. This means the possibility of increased channels to cater to viewers’ mass and niche viewing needs. 

· Last, and probably most important, is its ability to offer interactive services like home shopping, electronic banking, viewer’s polls, interactive advertising, email, chat, etc.

Analysis of factors that determine DTV’s success.

Internal Environment

Consumer demand 

Soon after SBA announced that Singapore would go into digital broadcasting, Business Times carried out an online poll to find out if Singaporeans are willing to purchase DTV sets which allow better picture and sound quality. 30 per cent found it a good recommendation by SBA because they will have better pictures and sound on their TV sets. 53 per cent were unwilling to buy DTV in order to receive better image quality because they found DTV sets currently too expensive.17 percent may consider buying DTV sets if the new set-top boxes are subsidized.

Hence, from the survey, we can see that the price of DTV is a major factor that can affect DTV take-up rate in Singapore. There are many differing answers on the present price of DTV sets. According to a Japanese report, a DTV set costs about 10 times more than an analogue set. However, Kenneth Lee, senior manager (group engineering) of MediaCorp, said that a DTV set retails at S$2,510 in the United Kingdom. An electronics company Business Times contacted said that an Integrated DTV set costs close to $10,000.

MediaCorp’s webpage on DTV states that digital set-top boxes cost between S$500 to S$1,000 whilst an integrated DTV set could cost in the region of S$3,000 to S$6,000. To enjoy interactive applications on DTVs, consumers need to purchase API (advanced programming interface) set-tops, which will cost slightly more.

There must be motivation for consumers to buy DTV sets. The DTV Industry Development Subcommittee said in a report that subsidies would be given to consumers to increase the take-up rate of the receivers. Relevant organizations within the government will provide the subsidy to kick-start DTV services. They realize that adoption of DTV can be costly and are urging SBA to entertain any service providers that are interested in providing solutions to subsidize the receivers.


However, excellent interactive programs and better content may attract Singaporeans to buy DTVs. Consumers would try to strike a balance between price and content. 

An analyst from Kim Eng Securities said growth would depend on how consumers react to the interactive content that DTV can offer and also on the critical mass of the population.

Government’s support and policies

SBA serves as the leader in the move to digital broadcasting in Singapore. It will put in place a conducive regulatory framework and coordinate the broadcasters' development plans to ensure the industry is moving in the right direction. Given the uncertainty over digital broadcasting, the Government’s support is a major stimulant for the development of digital broadcasting and production and in encouraging industry players to get in the game. Presently, SBA has been doing a good job in stimulating DTV growth. SBA not only set up committees such as National DTV Committee, National DTV Technical Committee to conduct in-depth studies into how DTV can take off in Singapore but it also consulted in foreign companies like National Transcommunication Limited with experience in DTV development in UK.

Advertising revenues

Whether DTV can take off in Singapore depends on the advertising revenues it can generate. At the moment, broadcasters and industry players bear most of the cost of implementing DTV in Singapore. If revenues are unable to sustain the cost of providing digital broadcasting, industry players may find it hard to provide quality interactive programming, thereby reducing consumers’ impetus to buy DTVs.

At the moment, it is hard to predict if digital broadcasting will bring greater revenues for advertisers. There will no longer be a 14 minute-per-hour advertising limit for enhanced digital services but analysts interviewed by Business Times said that this would not cause any great impact on TV advertisement revenue in the near future.

Another analyst from Vickers Ballas said that it is still too early to provide a figure now but the introduction of DTV will be just "one of the small contributing" factors to the growth of TV advertisement revenue.

In the gradual migration of analog services to digital, the new market for advertising on the digital platform remains a lucrative yet unexplored business, especially during the transition period.

Meanwhile, new electronic products called personal video recorders (PVRs) incorporate hard disks and provide the ability to fast forward through commercials using pre-stored footage stored on the hard disk. This may mean that it may be harder for advertisers to reach out to consumers as consumers now have control to skip advertisements. Advertisers would have to look beyond traditional TV advertising models based on commercials interspaced between 14-minute blocks of programming. Product placement could be a key strategy to boost t-commerce.

However, media companies such as Microsoft, AT&T, etc, are developing software or investing in technology that can monitor consumer behavior through interactive set-top boxes and personal video recorders. This would be good news to advertisers and would increase advertising revenues.

Content development (ITV)

To kick-start the DTV industry and generate more revenue, industry players need to build up new content and applications such as T-commerce and T-banking that capture more audiences.

Industry players here could offer compelling t-commerce offerings through tie-ups between broadcasters and telecom operators, given Singapore's high penetration of mobile phones, according to a ST article (4 June 2001) by Mr. Andrew Wee, a Business Times journalist. For example, Mediaworks could hold real-time on-air auctions where bidders could send in their bids using SMS or WAP (wireless application protocol). Payment for goods and services would appear on the user's phone bill. 

Industry players play an important role in developing attractive interactive programming to induce people to buy DTVs. 

Manufacturers

With the cost of DTV sets estimated at 10 times that of conventional analogue TV sets, makers of television sets in Singapore are not prepared to gamble on switching production lines yet. At present, there is insufficient demand to switch production. Leading manufacturers of television equipment say they will only bring these new equipments into Singapore once there is a clear commitment from broadcasters on going commercial for digital TV and detailed specifications from regulators are available.  

Without the wide spread availability of DTV sets at low price, DTV development would be greatly hampered.


Singapore Economy

The growth of DTV in Singapore would be pegged closely to the local economic growth more than anything else, according to an analyst from Fraser Securities. With more money in their pockets, Singaporeans would be more willing to purchase DTVs and pay for interactive programs.

External environment

Whether or not DTV can take off in Singapore depends on the global economy, regional DTV development and DTV technology development. With developed countries like the US and UK enjoying high economic growth, it would be easier to attract foreign investors to invest in the DTV industry in Singapore. 

Many countries in Asia are already embarking on digital broadcasting in the near future. Local DTV industry players would then be able to export their digital services and interactive programs to other countries, making higher revenues. With more revenue, better content would be provided, increasing the demand for DTVs.

The price and cost of making DTV is a major impediment to the growth of DTV in Singapore. If advancements in DTV technology bring the price and cost of DTV sets down, consumers would be more willing to buy it.

Conclusion

The government and the media industry players have so far done a good job in laying out the infrastructure for DTV implementation. Whether or not DTV can take off will very much depend on consumer demand and sustained efforts by everyone in the DTV industry. The transition to DTV would not be as easy as a transition to color TV. The development of DTV hinges on ITV too. Consumers need to take time to learn and adjust to the new technology and DTV take-up rate may be slow initially. However, as more Singaporeans become technology-savvy and Singapore recovers from the present recession, DTV would be able to take off in Singapore in the long run. 

Wk 7 Lect Chun Kit n Julian- SCV

SCV is the only multichannel company in Singapore.  SCV is also in competition with Singtel in the area of broadband access.  It received a telecommunication license in 1999.  However, the recent changes in terrestrial television, fragmentation in television programming and Internet broadcasting has changed the media environment in Singapore.  Analyze SCV’s current situation and possible future scenarios.
Overview

This is a report on SCV’s current situation and a forecast on its possible future scenarios as the new media and telecommunication environment in Singapore constantly evolves at these exciting times. Three aspects of SCV’s services are examined in relation to emerging competition and the liberalizing of the media scene over the past few years. 

1. Broadcast service

2. Household Broadband service 

3. Mobile Telecommunication service

Media Organizational Structure in Singapore

All media organizations in Singapore are state-owned to a large extent, if not completely. Competition has been introduced in the past year with the introduction of a new broadcasting network and new publications as a form of liberalization for the monopolistic media scene ever since the dawn of the nation. A closer examination of the various organizations will reveal that the ‘competition’ seemed almost simulated with roots of all media companies leading back to the state. 

However, with the price wars and quick adapting policies of rival organizations, it is hard to not to recognize the benefits and options made available to the public as a result of this competition. Before we continue to examine SCV, we should have a clear understanding of the media organizational structure in Singapore (Please refer to appendix 1).

Changes in Terrestrial Television Environment

There has been more changes in the terrestrial television scene during the past 6 years than those before combined since the dawn of television broadcasting 33 years ago in Singapore. SBC (Singapore Broadcasting Corporation) has been providing only 3 basic free-to-air channels namely SBC 5, 8 and 12 up until the end of 1994. 

With a dramatic makeover, SBC was renamed TCS (Television Broadcasting of Singapore) to stage itself as a ready international broadcasting corporation. TV 12 spun off as subsidiary providing 2 channels targeted at minority audience and taste – Premiere 12 and Prime 12. Before the turn of the century, another revamp would occur to mark another landmark in the nation’s media history. 3 additional streamlined channels were born – CNA (Channel News Asia), Sports City and Suria in January 2000 – while TV 12 was regrouped into one channel named Central. It was just before this when SIM (Singapore International Media) re-structured in 1999 and transformed into the MediaCorp Group (Media Corporation of Singapore). 

In May 2001, SPH (Singapore Press Holdings) would produce 2 original free-to-air channels to add to the existing 6. Channel U was created as a direct competitor with MediaCorp’s established TCS 8 while TV Works rivals TCS 5.  


Changes in Terrestrial Television Programming

MediaCorp’s 6 channels are attempts to cater to the diversifying tastes of the local audience who have become more cosmopolitan with increasing wants and avenues for and to media 
consumption. U.S. programs that have done well abroad are timely bought by the corporation. From award-winning series to pop culture phenomena such as Survivor and Who Wants to be a Millionaire, MediaCorp is striving to satisfy and retain the audience who are no longer ‘forced’ to watch their programs with almost 40 other channels to consider from all thanks to SPH and SCV. 

Unlike TCS 5 and 8, SPH’s new channels did not have the luxury of a monopoly during their start outs. Lucrative contracts were offered to MediaCorp artistes prior to their launch and many renowned personalities have supported the fresh corporation. Channel U has also collaborated with Hong Kong’s TVB, China’s CCTV, Taiwan’s CTS and other regional networks such as Star TV to provide a variety of regional programs for local viewers. 

A week after their launch, SPH announced major programming changes that would take effect the following week. The schedule would reveal a head-to-head program lineup against TCS 8. Channel U’s news segments, drama series and variety time-belts are rescheduled to match their rival’s for eyeballs. This move revealed the new channel’s poor ratings that have not improved since despite the change (SCV, 2001). 

Internet Broadcast

Internet broadcasting is the ability to take any type of multimedia content (audio, video, computer, etc.), digitize it, and broadcast the converted content to anyone in the world who has an Internet connection and a multimedia-capable computer.

An Internet broadcast may be delivered live or on-demand (user-requested). A live broadcast may be made available immediately for viewing upon event conclusion. This on-demand file, or "archive," may be stored indefinitely and recalled as desired. A broadcast may be for as few as 1 user or as many as 10-15,000 simultaneous users. 

With broadcasting over the Internet, concerts, music videos, films, movie trailers can be viewed. A surfer does not have to tune to the airwaves for the current music hits either. With a broadband connection, he can easily listen to selections from the world over, and these radio “stations” may be very specialized, catering to unique tastes, perhaps pure drum and bass or hip hop, unlike those operating on the airwaves.

As more and more of such multimedia content become available online, there is more incentive and motivation to get a broadband connection. A slow connection means poor viewing and constant interruptions.

The C2C Cable Network 

C2C Pte Ltd, a subsidiary of Singapore Telecommunications Limited (SingTel), has landed its US$2-billion C2C cable network Singapore, the first major private cable system ever to do so. The 17,000-km C2C cable network has already completed its shore-end cable landings in China, Hong Kong, Korea, Japan and the Philippines, and is expected to carry commercial traffic by December 2001. (Singtel, 2001)

It is the largest cable system ever to land in Singapore and will significantly increase Singapore’s bandwidth to the rest of Asia and the United States. C2C’s initial capacity of 160 Gigabits per second will be 16 times more than the present total submarine cable capacity terminating in Singapore. Its design capacity is set at 7.68 Terabits per second. (GlobalSources.com, 2001)

The CEO of C2C, Mr Lim Shyong has said that the rapid liberalization of Asia’s telecommunications industry and the increasing requirements for more bandwidth intensive applications such as video streaming, have provided the impetus for C2C to work towards an early completion of its cable network. C2C will be in a strong strategic position to meet bandwidth demand in Asia once the cable network is operational.


Changes in SCV Programming

‘SCV envisioned in 1994 that life will be dramatically transformed in the new millennium with the convergence of the broadcast, IT and telecommunications industries.’ SCV has gone a long way its beginnings going back to 1992. After years of trials and limited access, cable service was finally available to everyone after the Singapore One network’s wiring of the entire nation. Recently in 2001, SCV revamped its price plans. Tiers were re-structured to provide for more interest-specific paying schemes. This change also lowered the entry rates for subscription in an effort to attract more cable subscribers. 

Special package plans were offered to increase subscription for premium channels. Other changes included the ceased transmission of TCM (Turner Classic Movies) and SuperSports channel.  

SCV Merges with Starhub

As the sole cable network operator of the island, SCV is planning a merger with Starhub, the second-largest telecommunications company in Singapore. Besides mobile phone and international call operations, Starhub is also an Internet service provider. However, it relies on the infrastructure belonging to SingTel, the former state monopoly carrier, also the dominant ISP in Singapore that provides broadband i.e. Magix. (ZDNetAsia, 2001)

With the merger, this means that Starhub can tap into SCV’s island wide cable network as its own. SCV, on the other hand, has been granted licenses to offer telephony services. With its sight set on being a player in the VoIP (Voice over Internet Protocol) market, SCV will find the merger with Starhub an added incentive. Currently, Starhub has 11% of Singapore’s telephony market. 


The merger of Starhub and SCV will create a national communications, broadband Internet and cable TV provider that could further eat into SingTel's waning local dominance. 

SCV & Internet TV

Internet TV is a technology that enables ordinary TV sets to surf the net and e-mail. The service uses a wireless keyboard which beams infrared commands to a box on top of the television set. 

Singapore Cable Vision, who might be offering such a service in future, has recently concluded a six-month trial of the Internet TV service, involving 2500 viewers (SCV, 2001).While the decision is not made yet regarding the actual launch of such a service, one can foresee how its synergy with Internet broadcasts could be a motivating factor. 

Users can view Web sites, follow links to other sites and check their e-mail. But Internet TV lacks some important Internet applications that are available to computer users. For example, TV sets cannot download and store information. Also, since most Web sites are designed for computers, they do not display well on TV. 

We suspect that until the day the TV allows for viewing of Internet broadcasts, Internet TV will do little to encourage the subscribing of SCV’s broadband connections.

Prediction of Future Scenarios of SCV in Cable TV Services

With 265 000 (SCV, 2001) cable subscribers this year, SCV does not seem to be affected by the 8 free-to-air channels. SCV MaxTV has been receiving an increase in subscription rate since its official launch in June 1995. Despite the constant fanfare and publicity efforts of local media giants MediaCorp and SPH, the truth remains that the media appetite of the local audience cannot be met through terrestrial television alone. 

Cable, like the Internet and cellular phones, is luxury a item that are unlikely to be dropped once it is picked up by a subscriber. Unless another cable company enters the local market, SCV will continue to retain its existing customers and will no doubt increase its reach. The recent price plan changes is an effort to capture more subscribers an introduction of channels such as National Geographic Channel and Disney are steps taken to do likewise. 

With the advent of Internet TV and Digital TV, television viewers are presented with more options. It has recently been reported that MediaCorp subsidiary MTT (MediaCorp Transmission & Technology) has entered into a co-operation agreement with NTL Asia Pacific to digital projects in the region. The 2 parties hope to combine their expertise to create a new player in the region to lead in digital television technology. Digital television may prove to be another option to cable TV services if it eventually reaches the masses. 

             Internet broadcasting also known as Web casting allows one to watch programs online. This technology has already set foot in Singapore through broadband subscribers. Downloaded movies online have taken over pirated Video CDs; all at zero cost. Concerts, sports matches and events and an increasing amount of broadcast programs can be viewed on the Internet. However, until broadband services become affordable and operationally adept and Internet broadcast programming becomes more prevalent, SCV should be safe from more direct competition in cable TV services, at least for now. 

With over 500 000 households still untapped, SCV should be looking at a good future for its cable TV service, just as long as satellite TV continues to be restricted by the government. Another factor is the environment for a competitive market. If the government liberalizes the cable broadcasting environment by introducing direct competition through lower entry costs and incentives, SCV’s share of the pie would be in jeopardy. 

Prediction of Future Scenarios of SCV in Broadband Services 

Although SingTel’s C2C cable network poses no direct competition with SCV’s national cable network, the fact that SingTel is going regional signals to its strategy to build sources of revenue outside of its home market. Other than ensuring its own survival in face of strong competition back home, since SCV and Starhub are merging as one, it also enables SingTel to be better positioned in terms of capital, to provide services back in the home market. 

Of the 90 000 high-speed Net users, 51 000 are signed up on SCV Max online. In order that more are initiated into cable modem use, SCV could rely on Starhub’s base of account holders. Perhaps in a conversion or upgrading scheme, they could easily introduce dial-up modem users to cable modems, increasing their share in the high-speed dial up market.

Also, it seems SingTel will be hot on the heels of SCV, offering Interactive television (iTV) next year, offering video-on-demand, home shopping, information services and interactive gaming, all delivered through their broadband services. SingTel is exploring how it can provide Restricted (Artistic) content over its Internet service to adults at home, while blocking access to children. Mr Andrew Buay, Chief Executive of SingTel Multimedia, said that one possibility was to create an online "walled garden", a protected slice of local cyberspace where different users would get different levels of access to sites, including possible R(A) ones. 

Cable in Taiwan and South Korea 

Taiwan claims one of the highest cable penetration rates in the world. 80 percent of the island's total households (4 million) and nearly 90 percent of urban households subscribe to cable TV (Tradeport, 2000).

In studying cable penetration in Singapore, it could be useful to relate to the experiences of other countries and draw comparisons and conclusions. Taiwan, being a Newly Industrialized Economy (NIE) as well, has conditions that are somewhat similar. For example, their island-wide broadband information superhighway can be comparable to our nation-wide hybrid fiber coaxial cable network. However, they are more advanced in the sense that their network consists of coaxial cable, optical fiber and satellites providing interactive voice, data, and video service linked with other international networks

They have recently legalized cable and telephony convergence, and this is a situation almost exactly like SCV providing telephony and merging with Starhub. With a sophisticated hybrid fiber coaxial cable backbone, the high percentage of local households subscribing to cable TV and the high number of local Internet users, Taiwan's cable modem market is expected to grow by an average annual rate of 20-25 percent from 1999 to 2001 (Tradeport, 2000). Taiwan is well advanced in offering access to broadband Internet-over-cable networks. 

In Singapore’s case, we are unable to predict for sure such robust growth for cable modem users. Perhaps the reason could be the less than optimum  share of households who subscribe to cable TV, and the sharing of the broadband market with DSL modems.

Digital subscriber line (DSL) enables telephone companies to use existing twisted pair copper wires to deliver broadband services over ordinary phone lines S. Korea, is a champion of DSL technology and currently the second largest world market in terms of asymmetric DSL (ADSL) outside the United States (Connect-world.com, 2001).

One thing sure about the future is that there will be a sharp growth in the number of broadband users, since there is a slant toward an information-based society and there is increasing content over the Net such as audio, video files that people want to download.

Therefore, given Singapore’s situation of having developed both cable and DSL networks, certainly the growth in broadband usage will be shared between the DSL modems and cable modems. In other words, the competition would be between SCV and SingTel. 

Conclusion

In U.S, Digital cable television connection is the next race. Middle of 2001, an estimated 12 million homes are subscribing to cable digital service in the country. Cable networks have already launched 60 new digital channels. As a fully cable-wired nation, Singapore should be heading somewhere in the same direction. After all, it is gearing towards an information hub and projects along with deals are already made for cable connection to and from the island. Moreover, the government predicts that broadband access will be pervasive throughout the country. 

So much seems to be coming our way (Please refer to Appendix 2). From inter and intra cable infrastructures, digital and Internet televisions, to digital cable television, it seems almost impossible to predict the future. While there is little one can foresee for sure, SCV should realize that its years of monopoly has ended. Be it in terms of cable television services, broadband or telecommunication services, SCV should be armed.

A good step is already taken to propose a merge with Starhub. This ally would expand their market significantly, combining their existing market share in their various areas of service provided. Broadband has to happen for Singapore for SCV Max Online to survive. For this, costs have to be lowered from the current price schemes that few could afford or are willing to pay for. With a ceiling cap of access rate and the large number of dissatisfied customers, more has to be done for SCV to capture the broadband market. 

History has shown us that product quality is not necessarily the key to success. From Betamax and VHS to Microsoft and Macintosh, it seems that marketing, price and service quality play a more important role in determining the winner. 

 
With Singapore’s history as a prime example, it seems technological innovations can only get a firm foothold in the market when liberalization and the competition that entails occurs. Telecommunication, broadcasting and cable industries have been liberalized. Competition in the former have opened up their industries tremendously, so where is cable’s?

Appendix 1 : Media Organizational Structure in Singapore
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Appendix 2 : Timeline of Media Environment in Singapore
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Wk 13 Lect Ally n Banyong- Vertical Intergration

Is Vertical Integration The Only Way to Succeed in The Age of Convergence 
In economic sense, vertical integration occurs when a company merges with another one that is at a different stage in the production cycle. In the media industry, vertical integration allows company to both produce and distribute content. The most common form of integration is between broadcasting, print publishing, telecommunications and consumer electronic equipment, combining content, reception equipment and distribution. For example, a media corporation can consist of a film production company, with adjoining offshoots in cinemas, video, music and publishing. Some of the examples of vertical integration are Disney and ABC, Viacom and CBS, Time Warner and AOL, News Corporation and Fox etc.(Centaur Communications, 2001)
The age of convergence is the period of the coming together of the media, IT and telecommunications sectors in terms of technology, products, services and markets.
We can have interactive television. We can connect to the Internet on our mobile phones Personal computers can also act as a radio, television, DVD player and telephone.

Converging technologies and markets mean that companies can benefit from joining forces with those with an established presence in separate markets to improve the ways they target consumers and share technologies. In this new era, where all pieces of technology can do all things, content will be very important, as will the speed and user friendliness of the technology on offer. There should be a greater choice of products and services, faster and easier access. In economic sense, there would lower prices as a result of increased competition. (The Lawyer, 2001)
Convergence includes not only the blending of hardware devices like the PC, television, telephone, but also the melding of media enterprises into powerful, synergistic combinations. And we will soon see the convergence of broadband with CPU power. 

Changes in the traditional media market in the age of convergence

Convergence has changed the traditional media market.  Traditional media market consists of lots of small media companies that focus on providing one aspect of service in the media market, for example telephone companies provide solely communication services through to their customers.  They normally serve domestic market. Convergence is blurring the boundaries between the media, telecommunications and information technology sectors.  

Content is always the deciding factor for whether the business can stay in any industry. Media companies that are integrated vertically, have the ability to provide more and wider range of information through different distribution channels, if compared with smaller media companies.  Consider the AOL-Time Warner merger. The combined corporation offers a complete suite of services to customers, including both media and information content. AOL’s 20 million customers who rely on AOL for Web access will now also have access to Time Warner’s vast content holdings. It also provides AOL with a broadband cable network of its own for distribution of AOL content.  

When production is not vertically integrated with distribution, small and/or independent producers typically find that they must still enter into 'loose-tight' contractual relationships with large-scale distributors - often involving a surrender of their Intellectual Property Rights (IPRs) - in order to survive (Robins and Cornford, 1992; Hesmondhalgh, 1996). An undue focus on production, then, can disguise considerable power imbalances that may exist among firms within the media industries.

The Benefits of Vertical Integration

Integrated companies will benefit from economies of scale and scope with their entry to new markets. Costs can be reduced when local and long-distance operations are handled by one firm's network. Low marginal costs in digital signal transfer and switching will bring greater financial and technical resources for technology innovation and deployment. Transactions within the company will be less costly than market transactions that are made between separate institutions. Integrated companies will have better proprietary information protections that will bring incentives to develop new technological alternatives without having to disclose portions for connectivity purposes. 

Integrated companies will develop enhanced interconnectivity as a result of technology transfers between complementary and converging technologies developed in different business areas. Integrated companies will be in a better position to compete in a global information infrastructure.

In theory, vertical integration can produce market failures because it stifles creative competition. However, vertical integration of program suppliers and television networks reflects competitive pressures induced by more intense competition for viewers. It also minimizes transaction costs by eliminating the costly adverse effects of negotiating contractual relationships between the programmers and the networks. It would also result in transaction efficiencies compared to a contractual relationship. 

Vertical integration helps to market a product to all areas of distribution, both at a lower cost and wider reach rather than depending on a single medium. Market power can be increased by cross promoting. An example is Disney’s Lion King, which was produced by Columbia Pictures, but only marketed through other mediums like video tapes, books, toys, webpage etc, resulting in its great success in all areas.

When two companies integrate, they are more able to get monopolistic or oligopolistic power. They have more funds and resources to force out smaller firms out of the market. This is more so for the media industry where there are great barriers to entry. 

Case Study 1: Viacom and CBS

With the integration of Viacom and CBS, it now encompasses nearly every facet of the entertainment industry – television network, a Hollywood studio, cable channels, including MTV, Nickelodeon, Showtime, Infinity Broadcasting, the biggest radio station and outdoor advertising group in the United States (Academic Universe, 1999). 
Even before Viacom joined with CBS in the year 2000, the company enjoyed success in the cable and distribution industries. CBS added media content and 16 television stations to Viacom’s holdings, covering 33 percent of the national viewing audience. CBS brought to the table channels like The Nashville Network, Country Music Television, Midwest Sports Channel and Home Team Sports to Viacom’s cable industry. (Broadcasting and Cable, 1999). 

The merger brought together two companies, which individually already experienced success. Aside from television and cable, the merger allowed CBS’s Internet businesses to combine with that of Viacom’s.

Cable is the fastest growing entertainment medium and Viacom already has the two top-rated cable channels. It reaches all demographics with its merger with CBS and has money to spare in case of an unforeseen downfall or debt. CBS may need some work with its programming. However, with Viacom, they have all the tools of the future – Internet sites, cable channels, television networks, Hollywood studios, theme park, a video rental chain and a top-broadcasting corporation. 

Case Study 2: Vivendi Universal
Vivendi, once a film, pay-TV and telecommunications company merged with Universal Studios, and latter on Universal Music, the world's largest music company. It now controls 22% of global album sales. Vivendi Universal also had plans to acquire the online music service MP3.com for $372 million. 

In year 2000, Vivendi reported that its media and communications revenues for the first half of the year rose 15%, to $10.8 billion. Its earnings rose because of merger-related cost cutting and other savings. Vivendi Universal has 60% of its media revenue from outside the U.S. and Universal Music U.S. market share also rose to 28%.

Vivendi also integrated with British telecommunications leader Vodafone to create Vizzavi, which was launched in France in June 2000. Vizzavi helped Vivendi to beam content over the wireless Web to Vivendi's eight million and Vodafone's 48 million mobile-phone customers.

Vivendi also acquired a textbook publisher Houghton Mifflin, the Boston-based educational publisher, in a transaction valued at $2.2 billion. Vivendi planned to merge entertainment and education in which film franchises like Jurassic Park to create instructional interactive games for children. 
Case Study 3: Walt Disney and Capital Cities/ABC
Walt Disney Co. purchased Capital Cities/ABC at US$19 billion in 1996.  
However, despite the earlier predict that both parties would benefit from this vertical integration, ABC went on to suffer its worst prime-time showing in years, and has continued to slide ever since. Once the No. 1 network, it has dropped to No. 3, scoring some of the most miserable ratings in broadcast history (Ryan, 2000).
Disney has also taken a hands-off approach to this merger. Instead of harnessing the talent and energy of the two organizations, Disney and ABC officials are still haggling over the central question of who the network's audience should be. That is because Disney’s target audience are the hip, young viewers who watch NBC and Fox, but ABC's target are the more traditional, mainstream family audience. 
Disney later invested in Go.com, Like other US media companies, Disney made huge online investments mainly because it was afraid of being taken over by America Online or Yahoo! However, this investment was unsuccessful and Disney reported in April 2000 a $548 million first-quarter loss, and said that 4,000 job cuts were on the way. (The Times of London, 2001)
There was a slide in Disney's stock price, which had fallen more than 30%. Disney’s stock has fared poorly relative to other companies in the past two years, when the stock market boomed. Once the world's biggest entertainment company, Disney now ranks third in stock-market value behind AOL- Time Warner and Viacom.

Disneyland theme parks takings are plunging, advertising revenues at ABC television under pressure, and Walt Disney's share price are near a seven-year low.


Reasons Vertical Integration don’t always work
There is often confusion between stakeholders involved in the merger. There are conflicts in timing, and companies often take different directions so that results are fragmented. This means that parts of the new organization, such as its Information Technology systems, may not work well together. This also often results in the failure to prioritize key areas of the organization to protect existing business. 

Financial considerations are a key part of the success or failure of any merger or acquisition. Financial sources such as banks are becoming increasingly savvy about mergers, and often question the company's viability and ability to repay.

Many integrations fail to pay enough attention to the human factors. An example will be the case study mentioned above regarding the unsettled management strategy between Walt Disney and Capital Cities/ABC. In vertical integration, as in an acquisition, there is a dominant partner, and their work culture generally "wins." The people in the less-dominant company learn to fit in, or they leave. 

Synergy may not work. The new media conglomerates are not without their successes but integration has seldom played a role in them. ABC and CBS get their profits not from the integrated company, but to their own shows like  ”Who Wants to Be A Millionaire” and “Survivor”. 

Companies derive most of their sales from one or two media segments. For example, AOL is getting sales from Internet portal, CBS from broadcasting, Disney from their motion pictures etc. After merging, there is still a dominant medium which earns most of the profits rather than the rest.

The law of large numbers comes to play. We use the example of AOL and Time Warner. Assuming that the firm enjoys a annual growth rate of 15% in profits. At that rate, AOL Time Warner would generate a return to shareholders of 5.8% a year. To generate a more respectable return to shareholders of 15% a year, the market cap of AOL Time Warner would have to reach US$2.4-trillion by 2015. At that point, the company would have to have an annual profit of $83-billion, or fully 10% of the entire profit of the Fortune 500. Currently, no firm accounts for more than 4% of the 500's total earnings. 

The demands of antitrust regulators are factored in. European Union had affected Time Warner from its takeover of Britain’s’ EMI. Shares of AOL and Time Warner had also plunged after FCC and US antitrust laws affected their merger. 
Other circumstances

Vertical integration doesn’t often work alone. It should often combine with horizontal integration where other similar companies are acquired.  An example is Rupert Murdoch’s News Corporation.  It not only has the Fox broadcasting network, but also 22 US television station, Fox News Channel, Liberty Media, Twentieth Century Fox etc. If News Corporation only depended on vertical integration, and not acquired any television to gain a greater monopoly, it would not have grown to be the media giant today.

Diversification is another strategy that can be applied by media company in order to survive. A successful company would be Sony who started with only electrical products who went on with Sony Music, and motion pictures, and now, Play Station 2. General Electric is also a relatively diverse company but in a well-defined context, with a management structure that allows its business units to operate like independent companies. In the age of convergence, sometimes it is possible for each company to operate without synergy. Investments can be placed in companies with strong competitive advantage and operate in industries that are conducive to make a profit. 

Conclusion
We do not deny that vertical integration plays a role in the age of convergence.  It is proved to be an effective way to succeed on the age of convergence.  However, it is not the only way to survive in the media industry.  Also, as the examples given just now, not every media company that is engaged in vertical integration strategy is guaranteed to be success in its business.

We have also mentioned in the paper that there are many other business strategies that media companies can adopt in order to survive and share a pie in the market.

Meanwhile, there is an issue that may be interesting to discuss.  Whatever the outcome of the big-is-beautiful ethos, the trend toward media convergence will almost certainly accelerate. And as the pace of convergence continues, many important issues will be debated, both in the marketplace and political arena. (National Post 2001)
First, the integrated companies must complement each other in order to operate more effectively and provide better services to the consumers.  Theoretically, integrated companies will benefit from economies of scale and scope with their entry to new markets.  However, it's uncertain whether media giants will successfully find, and commercially exploit, the "synergies" promised by convergence. Many of these deals appear to be driven by ego, greed and paranoia, not necessarily by solid business models. In a situation like this, the companies only concern about the sizes of their business and the amount of profit they can earn.  They do not really care much about the management strategy, which play an important role in determining the efficiency of their businesses. 

Second, governments will inevitably play a role in policing excessive market power, ensuring competitive access to distribution systems, promoting pluralism and correcting other perceived market failures.  The government may choose to impose regulation to prevent integration between firms in order to protect smaller firms and preventing bigger firms from monopolize the market.  Other rationales that prompted regulatory constraints to integration include spectrum scarcity and differentiated technologies for each service. 

On the other hand, the government may also choose to encourage the integration by deregulation, in order to create a competitive market where higher quality products are produced and the resources can be evenly distributed and fully utilized.  An example will be The Cable Act of 1992.  The Act authorized telephone companies to enter the cable business; therefore stimulated competition by opened the market to attract more competitors.  Tele-Communications, Inc. (TCI) has benefited in this Act.  It seized the chance to vertically integrate with mega telephone company Bell Atlantic.  Other cable-telco combinations include BellSouth’s investments in Prime Cable and QVC Networks, Nynex’s merger with Viacom, and Southwestern Bell’s alliance with Cox Cable. Government intervention will be advocated by some and disputed by others as regulators choose an appropriate approach: Heavy hand or invisible hand. 

Third issue is the competition in the market.  Vertical integrated companies can be more competitive, as they are able to provide better content and quality of services.  Small companies that cannot compete with those media giants will soon be kicked out of the market, and the market is left with few bigger companies that can compete with each other, thus there will be a risk that these few companies may form an oligarchy.  

Another situation will occur where the small companies are out of business and the few media giants that survive continue to compete with each other, either by integrating more companies to provide wider range of services, or expand their business to other areas.  Eventually the weaker companies will either be integrated or are forced to close down, and the winner of the bread will monopolize the market
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Wk 13 Lect Daniel n Qiuling- The Age of Access

Read Jeremy Rifkin’s The Age of Access. What is his main point? What can we learn from his arguments?
While the book itself covers many issues, we will use its key arguments to illustrate the crux of its proposition. Four central ideas run through the entire book, propping up each other and the main argument of the world’s changing ethos into one of an age of access. They are the evolution of capitalism to hypercapitalism, from property and ownership to access, from merely goods & services to a commodification of culture and experiences and from markets and money to networking and the liquidation of money. All these social changes are supported by the changing milieu of modernism to postmodernism, a movement from fixed hierarchy to fluid flat structures.

Age of Access 


The age of access is characterized by the shift from markets to networks, from ownership to access to both producers and users. Physical and intellectual property are more likely to be accessed by businesses rather than exchanged. Evolution of industrial production to cultural production will also mean that experiences and culture will be the main commodity instead of merely products. The rise of the ethic of play corresponds to this increasing importance of cultural products. The four central ideas of the book are as follows:

1. Changing Faces of Capitalism


Capitalism is the social system based upon private ownership of the means of production, which entails a completely uncontrolled and unregulated economy where all land is privately owned. Under capitalism, the individual’s pursuit of his own economic interest simultaneously benefits the economic self-interest of all others. 

Capitalism works in a free market system such that individual creates more wealth for himself and creates more wealth and opportunities for others in the process. A capitalist owns property, engages himself in market exchange of goods and services to accumulate as many materials as possible. The core concept of capitalism lies in the tangible free market system controlled by the “invisible hand”. A concept derived by Adam Smith in 1776, it proposes that one must accumulate as much property as possible to ensure his self-interest is being protected. These deeply embedded concepts of capitalism seem to have shaken when we gradually move into a more pervasive and aggressive form of capitalism - hypercapitalism. 

Hypercapitalism transcends the commodification of space and materials to the commodification of human time and duration. Capitalism will be extended to everything in life - goods and services, culture and even human experience. In a hypercapitalism economy, the ability to access relationships is the core principle of survival. The relationship that suppliers aim to reach is a long-term and valuable one, at the same time; suppliers yearn to build up a network to reach the greatest number of consumers. The economic arena is likely to become the last sphere of human interaction and it may turn out to be the culture itself. The future of hypercapitalism is that of living in a global commercial world where all forms of human experiences are nothing but paid-for experiences. 

2. Monetary Markets 


In a hypercapitalist world, the value and importance of money diminishes too. Digital technology such as ATMs, credit cards, debit cards and smart cards alters our mode of payment. We are gradually moving to a cashless and weightless economy where physical notes are no longer in the limelight as the new forms of digitalised technology and products will take over. With the ease of payment, the process of purchasing appears to be less of a hassle, we can pay with credit cards if we want anything online and travel is made easier with the advent of ATM, credit and debit cards. The future scene is likely that most consumers become debtors in a cashless hypercapitalist society. 


Markets will give way to networks as relationships become more important for commerce as access is based on networks rather than property. 

3. Physical space and property


In a hypercapitalist world, markets give way to cyber networks that enables communication within a hyper-real network-dimension. Network is a flexible and multidimensional structure - suitable for the highly volatile new global economy. In a network society, people encourage cooperation and team solving while doing projects and not so much of individual assignment. Information is prized over physical assets as intangible forms of power like intellectual assets and information becomes paramount.

Similarly private spaces are fast disappearing.  Such spaces went well with a hierarchical form of corporate organization. But in a network environment, private space gives way to social space as the possession of private space and ability to exclude others are now anathema to current corporate mission. Premium is placed on having immediate and open-ended access to colleagues with large areas and meeting rooms for brainstorming sessions.


Workers are no longer bound to the office. Given handphones and laptop, they are encouraged to spend their time more efficiently working out of their homes or their clients’ offices. The rise of the concept of hoteling where employees can reserve workstations illustrates the growing demise of physical space. IBM has more than 20, 00 sales and service personnel in USA who use shared offices in hoteling management, saving 1.4 billion in real estate expenses. In stages, blue and white collar workers can even be replaced with intelligent technologies.

Inventory and warehouses are also becoming archaic concepts. Electronic scanners at point of sale transmit instant up-to-the-moment information on reorders to suppliers, who then manufacture the products in hours or days and deliver them directly to the retailers, bypassing the warehouses altogether. Intellectual property such as music rides this current wave with digital distribution online. 


E-commerce will further erode physical space as convenience and cheaper prices will dominate with its progression.  The new generation of Internet savvy buyers will learn to harvest the powers of e-commerce without fear of technology. 


Intangible assets such as creativity, talents and imagination become more important than the product or property. Success is measured by the control of ideas in the form of intellectual and intangible capital.

4. Commodification of human experiences


The new cultural economy is one that encouraged connectivity and interactivity; we are actually living in a world of symbols, webs and feedback loops. As we moves from the social realm to the commercial one, access is now based on affordability and not traditions, family, kinship, ethnicity, religion and gender. The new culture of capitalism has departed from the production-oriented one and moved towards to a service-oriented one. The crux of capitalism is reached when the consumers have nothing more to buy; thus they have to purchase things that are intangible – human experiences. Consumers crave not for the physical products but the experiences that are accompanied by the products.  Shopping mall is great example of commodification of human experience. The concept of shopping mall is a one-stop location whereby the consumers can find all forms of services and a wide array of products; consumers can buy access to lived experiences of every kind. Consumers can eat and shop in malls; they can engage in sports or cultural activities and even medical examination, religious service and speech training classes. Shopping mall has become a communication medium but with a simulated commercial aim. 


In the new culture of capitalism, marketing a product to the right customer and keeping that customer has become very crucial. With newer mediums in this digital era, the advertisers and marketing executives need to come up with better and more interesting ways to elicit emotional responses from the consumers. Controlling the customer becomes the goal of business corporations as the long term value(LTR) of customers gain significance. Previous notions of the share of the market are no longer as important as the share of the customer.


Identity awareness of products is no longer enough – relationships between the single customer and the company as well as the community bonding between all the product users are the most important now.


Experiences are increasingly commodified as the food we eat, the products we buy and the services we need are all up for purchase. Tourism as an industry commodifies experiences by standardizing and mass-producing experiences for the consumer. 

So what can we learn from all these? 

This transition from capitalistic to hypercapitalistic economy will only mean more catching up for Singapore as a whole. Already plans are implemented for small and medium retailers to jump on the e-commerce bandwagon as part of the Government’s grand economic plan to be the regional hub of e-commerce in Asia. 

While the gains of e-commerce for many parts of the world and Asia might still be inconclusive, e-commerce looks set to be the next platform of commerce as new generation of Internet users have much less hang up about using the Internet for commerce. The Government’s plan to position Singapore as the South East Asian hub for the next wave of trading might not sound all that impressive now but as the Internet and commerce progresses in tandem, Singapore would be a good position to take advantage of it.  

At the same time, in Singapore cultural products is increasingly viewed as an economic entity. There is a greater emphasis on cultural aspects of the city as the Government tries to market Singapore as the Renaissance City, the cultural hub of South East Asia. Cultural experiences are bought and sold as economic commodities, mainly to make Singapore achieve a level of cultural sophistication to attract foreign talents. A good example would be the Esplanade Theatres. While it might look like an investment in Singapore’s cultural landscape, it is really a shrewd economic move to boost Singapore’s standing as a cosmopolitan city for foreign talents.

Yet we must realise that generating culture is not the same as churning out products - culture must be able to self perpetuate itself. To be able to do so, culture needs to be fostered in terms of not only infrastructure but also human infrastructure as well. So far the Government has given token grants to various Arts groups and other forms of monetary support. These grants have been helpful but more has to be done in changing the people’s mindset about understanding and appreciating culture as a whole.   

Similarly local work culture has to evolve as creativity and spontaneity take precedence over merely hard work. Play ethics are sorely missing in Singaporean firms and as a result innovation is lacking. To survive this coming ethos change, Singapore must learn to value the intangible human imagination and seek value in the process rather than just the product. Home grown companies that thrives on the play work ethic will be able to better adapt to changing needs of the customer in choosing an experience over a product.

As liquidity of money increases rapidly, it brings about convenience to us as consumers. However there is a fear that people living in the hypercapitalist realm may spend more than they earn. Credit cards allow cardholders to purchase products first and pay for them later, this concept of spend first, pay later will tempt people to spend more than they actually have in their pockets. Already in Singapore, there are news reports of groups of graduates who have just started working but have already amassed a long list of liquid debt. This is a worrying social trend as users neglect the responsibility of the convenience given.

However with all these talk about markets morphing into networks and property into access, the changes are still minimal in terms of scope and depth. Networks might have already taken over the market in some countries and some industries but the market still reigns in the economic sphere generally. When the American stock markets reopened after the terrorist attacks, the world’s awaited with bated breath for the impact it would have on global economy. Surely the market’s place in world economy is still very much entrenched in people’s consciousness as the symbolism and practical impact it has is not going to be changed in the near future.  

Also it would still take a long time before many of the author’s ideas are translated in Singapore, as most Singaporeans will not take kindly to the idea of an existence without property for the time being. After all property and possessions are still used to define the lives of many people – all our 5 Cs are based on material ownership. 

Goods and services in Singapore still lack the conceptual feature that countries with a greater notion of products as a commodity of experience have, remaining at the rudimentary level of merely selling a product. It would take some time before products are packaged with a concept, of salesgirls thinking of soap as more than just solidified vegetable oil for cleaning.

The book portrays a very convincing future for the world but many of the changes described will take some time before it happens in most parts of the world, much less in Singapore. 

Moreover the fate of e-commerce still remains precarious and only the presumed willingness of the new generation of Internet users to partake in e-commerce can ensure its survival. 

Similarly while the liquidity of money and the gradual increase in viewing property as a form of access rather than property might be changing how we view commerce, housing and other aspects of living, the demise of ownership remains to be seen. The need to own property ties in with mankind’s need for legacy and validation of his existence – it is unlikely that such strong primal urges would be eradicated so easily. 
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Wk 14 Lect  Jiahui n Dot- STAR

Examine STAR TV’s strategy for India, China, and Taiwan.
Introduction 

China

China is STAR’s largest market, accounting for 71 per cent of its audience. She has about 85 million cable-TV subscribers and a US$2.4 billion TV advertising market. The market is huge, because most domestic channels are overly formal and do not provide enough entertainment and information, especially for youth.
In 1993, Murdoch said that satellite television was ``an unambiguous threat to totalitarian regimes everywhere''. In direct retaliation, China banned privately owned satellite dishes; barred cable companies snatching signals and sending it into homes; and made all satellite operators, installation workers and manufacturers apply for licenses.

Regretful, Murdoch hoped to make amends. He described the Dalai Lama as ``a very political old monk shuffling around in Gucci shoes'' and criticized the Western media's coverage of China's human rights abuses as ``unfair and harsh''. He had also destroyed the credibility of his book publisher HarperCollins, such that any book it publishes on China will not be believed. These efforts paid off. In 1999, STAR’s Beijing office was set up, a great achievement in beating competing western conglomerates. In 2000, STAR was the first regional broadcaster to open a Rep Office in Shanghai.
India

Cable first came to India during the Gulf War through CNN. On October, 14, 1991, the highly entertaining STAR TV intruded India and caught everyone, especially the government, by surprise. Their permission was not sought for prior of the transmission and the ruling party was left in a total state confusion. There was no way the government could regulate the content of their programmes – which was dominated by American fare. However, the government decided to adopt an “open skies policy” – open to transborder TV programmes via satellite by its citizens – having confidence in their historical, political and economic factors.

The cable TV companies provide a link between the Indian TV viewer and foreign satellite transmission through a network of terrestrial cables. At present, there are more than 18 different channels operating with nearly 15 to 16 TV companies beaming into India, besides the initial STAR and its subsidiary companies Zee TV and United Television. STAR has gained 1.5 million homes in India to make the total of 14 million homes.

Taiwan

With over 4.5 million cable subscribers in Taiwan, the penetration rate of cable TV is among the highest the world over. 80 per cent of Taiwan’s television households have cable TV, posing a threat to Taiwan’s over-the-air TV stations. As of April 2000, 121 cable systems were operating in Taiwan offering subscribers over 70 channels at a fixed monthly rate.

Apart from the numerous foreign channels from Japan and the United State, there are specialized channels operated by local media conglomerates as well. In March 1996, STAR Chinese Channel launched an exclusive service for Taiwan and it began broadcasting from the Palapa C1 satellite. The channel was granted the “Excellent Satellite Television Award” in October 2000 by the Taiwan Government Information Office. This award sets STAR apart from competing satellite and cable channels.
STAR Strategy 1 - Localization

Localization may be the only way to compete with local broadcasters in reaching the diverse Asian audiences. In 1995, STAR TV began its strategy of increasing local content and producing channels tailored to national markets. It split its Chinese channel into two – one aimed at mainland China and another at Taiwan. This scramble to localize programmes is aided by advances in technology which makes splitting a feed relatively easy.

Localization of programs

In China, all the 8 channels broadcast there have been localized. The simplest form of localization is subtitling, which is available for audiences in China and Taiwan. For instance, STAR Movies (SE Asia) and the National Geographic Channel come with subtitles in Chinese. 

A more thorough form of localization works through the content of each channel. For example, China’s STAR airs STAR Sports Asia, FocusAsia (presents an Asian perspective on issues) and Channel [V] Greater China (local pop music scene). Programmes beamed into Taiwan households will include local news coverage and local financial updates. 

On September 17, 2000, STAR launched a 24-hour classic Hindi movie channel STAR GOLD that features the best of Hindi cinema.  “We are concentrating on our regional markets and building our presence there by offering the right mix of programming to viewers,” said Mr. Gary Davey, CEO of STAR.

STAR has also created its own original local-language programming. Last year, the network ventured into Chinese movie production for the first time, with “I Do”. In Taiwan, original local programmes like “Taiwan Expedition” and “First Encounter” were produced and were eventually granted a Social Contribution Award by the Taiwan Government Information Office. 

Acquisition of local programs

In China, besides creating its own content, STAR has bought the rights to 100 Chinese films from China Star Entertainment. It now has the world's largest library of Chinese movies and will air those movies to viewers in Hong Kong, Taiwan, Singapore etc. Localization was also effected through partnerships with local companies, especially in joint productions. In 1996, STAR, with China's state broadcaster, CCTV as a partner, launched its mainland satellite television joint venture. STAR hoped to receive official recognition for the satellite channel as such.
Localization through marketing

Programme localization was even more vigorous in India. In January 1996, STAR’s Channel [V]’s “Roadshow” kicked off in Bangalore, starting an India-wide tour featuring [V]’s VJs, artistes and celebrities. In the same month, STAR Plus launched “The Road Show”, India’s first television news magazine programme. Like China and Taiwan, STAR avoids using “one for all” but instead creates culture specific programmes to target the audience of that region.

Localization to sub-languages

For India, the localization is complicated due to its diverse linguistic factions. The various dialect groups make it difficult for broadcasters to provide programmes for everyone using one language without the fear of losing important audiences. STAR tried to implement programmes with specific language programming to target specific dialect groups. In February 1996, STAR Sports introduced Hindi commentary to cover major sporting events of appeal to Indian viewers. In October of the same year, STAR Plus added original Hindi programming to its Indian channel, including Sky News and STAR News.

On August 9, 2001, STAR Group limited and UTV (involved in TV content, motion pictures, animation, post-production) announced the formation of a joint venture to provide services and quality content to Vijay TV (a premier Tamil-speaking channel). “Vijay TV is an established brand in the market…Vijay TV will complement our success in Hindi language programming and help us penetrate deeper into South India,” said Mr. Peter Mukerjea, CEO of STAR India.
Using local managers

In China, Liu Heung Shing was appointed as Senior Vice President. In announcing the appointment, Mr James Murdoch, Chairman and CEO of STAR, said, "Mr Liu is a seasoned corporate communications professional with broad experience in China and the region”. In Taiwan, STAR announced the appointment of Ivan Yuan as General Manager of STAR Taiwan. He was the Chairman and CEO of GoldFM Network, a company he founded. As for India, Peter Mukerjea was appointed the CEO of STAR TV India. The appointments of leadership positions from local grounds provide STAR with the expertise and experience of someone familiar with the market and audience.
Why localization?

Localization probably benefits STAR because it enables pay TV. Subscribers are more willing to pay for programs tailored to their needs. As such, STAR is in a transition from mostly free-to-air broadcasting to pay-TV. This may increase their profits through the price discrimination model of TV distribution. Revenue can first be earned via pay TV and subsequently at lower prices in basic packages and over-the-air, for example. This will also reduce Star's dependence on advertising revenue by opening the way for the collection of fees from subscribers and cable operators.

STAR’s commitment to localization can be seen from R.O.A.R, which investigates the views of young people across Asia through a sample of 4,400 youths. Asia is home to over half the young people in the world, thus STAR wants to understand them in order to adapt their strategies to communicate effectively.

STAR Strategy 2 – Partnerships for convergence 

STAR as a producer and distributor of TV channels is partnering with many companies of diverse nature. They include cable, Internet, radio and newspaper companies involved in the development of enhanced television.

Cable

Partnerships with cable companies are thought to be fruitful by James Murdoch. He believes that the Internet will burst into the average Asian middle-class home via cable, the set-top box and the television screen, rather than DSL of telecommunications.

For India, he cites that more households have cable TV than telephones. With that in mind, it was announced was on September 15, 2000 that STAR has bought a stake in a big cable network in India to target the Indian market with interactive entertainment service.  A joint venture of STAR and Hathway (one of three major cable operators in India that together account for 35 to 40% of the market) made it possible for STAR to launch a fully integrated interactive television and broadband Internet business.

In Taiwan, STAR also invested US$240 million to set up two joint ventures with Hoshin which is part of Koos Group. The joint ventures will concentrate on technical services to assist cable TV systems operators in upgrading their services as well as making investments in systems operators.

With China, he believes that the impending entry to the WTO will lead to government reforms in the broadcasting and new media sector. STAR will then be able to capitalize on new opportunities arising from regulatory and technological changes if it invests in cable companies.

Internet

STAR has recently invested US$60 million in the up-and-coming China Netcom, which will provide broadband service to China. It seeks to take advantage of any convergence between China's telecommunications and broadcasting sectors through Netcom, which is backed by the son of President Jiang Zemin.

News Corp (refer to Appendix), the parent company of STAR, has invested 3 million into ChinaByte, which is a joint venture with the People's Daily Newspaper, the propaganda organ of the communist party. Partnership with well-established local companies gives STAR a leading edge.

STAR also made such partnership moves in Taiwan. On October 4, 2000, STAR and Gigamedia (Koos group’s broadband Internet access and content provider) joined hands to develop broadband interactive TV services. This will give Taiwan’s subscribers the ability to enjoy converged content and services including premium interactive services, enhanced television and e-commerce via state-of-the-art set-top boxes.

“With the financial, operational, content and technology assistance from STAR and News Corporation, and leveraging off Gigamedia’s experience in producing and delivering innovative multimedia broadband content tailored to Taiwanese users,” said Mr Chester Koo, Chairman of Gigamedia Limited, their strategy was to focus on delivering premium broadband content and value-added services through their sophisticated infrastructure. This alliance gave both companies unique resources and unparalleled strength to drive the growth of broadband digital TV in this market. The first digital cable services are expected to launch early 2002.

Why partnerships?

STAR could have embarked on convergence without going into partnerships. It could have invested heavily into research and development to enter the market as a solo STAR venture and launch an interactive, broadband system with content from STAR itself. However, this can be too costly and impractical for an ailing STAR.

Partnership makes it easier for STAR to execute its plans, using available resources, thus saving cost. With STAR’s vast resources and content, it boosts the established local company by making it large-scale and setting the pace in the market. By partnering with a big and popular company and leveraging on the local companies’ experience and reputation, STAR TV is assured with a loyal following.
In addition to the reasons mentioned above, such partnerships also have marketing benefits. STAR has integrated the use of off-line and on-line publicity campaigns. For example, the movie “I Do” has a micro-website sponsored by renren.com. Hong Kong Commercial Radio will also create a radio drama series for the movie.

Implications

In China, STAR's chief competitors are a consortium of leading media companies. They include China Entertainment Television (a cable TV channel run by the Turner Broadcasting System Inc. unit of AOL Time Warner), Viacom Inc., TVB and Macao Five Star TV.

Just as STAR as pioneer has attracted international players into the region, it has also fueled the development of increasingly competitive local networks and programmers. STAR has set the pace for others to follow in its convergence efforts.

STAR has also diminished the local broadcasters’ advertising dollar since the advertisers put their money where there are more eyeballs. With China and India, especially in the early stages, STAR filled the need for entertaining programs. These were seriously lacking in the state-run TV stations which tended to produce more informational programs and were tainted with their government views. STAR also provides numerous local and foreign programming, and thus is able to attract a larger number of audiences than local stations. 

For the audience, this means better programmes as competition forces local TV stations to improve the quality of production and cater more directly to their tastes. On the other hand, STAR’s foreign programmes may have a negative effect on society. Governments might be worried that the foreign programmes with its liberated ideology may erode the culture of their own country, especially for the younger audiences.

In China, a number of newspapers have urged policy-makers to tighten rules to keep advertising money from flowing to STAR, representing hostility towards foreign-owned conglomerates.

STAR tried to ward off criticism by using localized programmes. The governments have managed to get over the initial shock. For example, India’s government has adopted the open skies policy, having confidence in their cultural factors.

Challenges

It can be said that despite setting up office in Beijing and Shanghai, STAR has only made a symbolic move into China. Traditionally, China’s government has sought to impose strict limits on TV. It regards TV to be a highly influential medium because of the low cost and broad audience. The government also feels that cable television "should serve as the (Communist) Party's and government's propaganda tool while entertaining viewers." Since STAR set up office in China, the government had objected to the inclusion of BBC World News on Star because of a documentary that the BBC produced about Mao.

STAR in China has yet to realize its profit potential because it takes a long time to get coverage on individual cable systems in China, and subsequently turn that into advertising dollars. Furthermore, the cost of appeasing China has been high with the loss of credibility of News Corp’s newspapers and book publisher Harper Collins.

In 2001, STAR was given permission to broadcast in Guangdong. In return, it has to guarantee that an English language channel, run by China Central TV, will be broadcast to all American TV watchers. That would be a regulatory and political challenge for STAR.


The localizing effort by STAR TV also proved to be too hefty a project. A substantial proportion of the US$100 million that STAR is losing is thought to be going on its localization programme. STAR has its own secret for keeping costs down. According to sources, STAR does not pay up front for programmes that it buys but instead pays on the returns it gets from the programmes. This may work in the short run but it has to begin to think of ways to bring in more audiences and advertisers. As local TV stations are catching up on their programming and they come free of charge to audiences, STAR has to work doubly hard to keep audiences and advertisers.

Appendix

	Comparing the 3 countries
	
	
	
	

	 
	China
	India
	Taiwan
	US

	Population
	1.273.1 bil
	1.029 bil
	22.3 mil
	278 mil 

	% world
	21.16
	16.34
	0.37
	 4.57

	World Population Ranking
	1st
	2nd
	46th
	 3rd

	 
	 
	 
	 
	 

	Economy
	 
	 
	 
	 

	Ranking World Largest Economies
	7
	9
	19
	 1

	Gross National Income in PPP/capita (US$)
	3,550
	2,230
	16,500
	31,910

	 
	 
	 
	 
	 

	Media
	 
	 
	 
	 

	No. of cable viewers (in Mil)
	85
	150
	4.5 (hh)
	 185

	Cable Penetration rate (%)
	6.50
	7.50
	80 (hh)
	 67

	Television broadcast stations
	3,240
	562
	29
	>1,500 

	 
	 
	 
	 
	 

	Official entrance of STAR
	1999
	1991
	1996
	 -


hh: Households

About News Corporation

News Corporation, owned by Rupert Murdoch, is one of the world's largest media conglomerates. It publishes newspapers (e.g. The Times of London), books (HarperCollins) and owns 85% of the Fox Entertainment Group. News Corporation also owns TV, cable and satellite operations in the US, Australia, China, Europe, and Latin America. News Digital Media is its interactive publishing subsidiary, and it is also involved in the music businesses (e.g. Mushroom records group).

About STAR Group

Satellite Television Asia Region (STAR) is a wholly owned subsidiary of Australia-based News Corporation and is the pioneer of satellite television in Asia. STAR has 30 distributed services, in 7 languages that reach more than 300 million viewers across 53 Asian countries. Its channels include STAR Chinese Channel, Phoenix Chinese Channel, STAR Plus, STAR World, Channel [V], ESPN, STAR Sports, STAR Movies, STAR Gold, Phoenix Movies Channel, VIVA Cinema, STAR News and Phoenix InfoNews Channel.

Timeline of STAR

1991 - Richard Li created Star TV, Asia’s first satellite cable television network

1993 - News Corporation acquired 63.6% interest in STAR

1994 – a disastrous start to News Corp.'s tenure at Star due to leaks, lawsuits 

and management disarray and Star was losing money

1995 - News Corporation acquired the remaining 36.4% interest in Star.

2001 - The company rebranded from STAR TV to STAR, reflecting the 

company's evolution from a television brand to a multi-service, multi-

platform brand.
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