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SUBMISSION BY AUSTEREO GROUP LIMITED

IN RELATION TO POLICY ISSUES ASSOCIATED WITH THE INTRODUCTION OF DIGITAL RADIO IN AUSTRALIA

1. 
PURPOSE OF THIS SUBMISSION

1.1
This submission is made by Austereo Group Limited (“Austereo”) in response to an invitation from the Department of Communications, Information Technology and the Arts (“DCITA”) for submissions “…from interested parties on policy issues associated with the introduction of digital radio in Australia”, which was contained in DCITA’s Introduction Of Digital Radio Issues Paper dated December 2004.

2.   
DESCRIPTION OF AUSTEREO

2.1
Austereo is a public company listed on the Australian Stock Exchange.  It is one of the leading commercial radio operators in Australia.  It owns and operates two FM commercial radio stations in each of the five mainland metropolitan markets (“the metropolitan markets”).  It also holds a 50% equity stake in two FM commercial radio stations in the regional market of Newcastle and two FM commercial radio stations in the regional market of Canberra.

3.
EXECUTIVE SUMMARY

A summary of Austereo’s submission is as follows:

General Issues



Supports the Views of CRA in Relation to the Introduction of Digital Radio

3.1 Austereo supports the views of Commercial Radio Australia (“CRA”) in relation to the introduction of digital radio in Australia.

Commercial Radio Should be the Main Driver of Digital Radio in Australia

3.2 Given that the commercial radio sector has consistently accounted for the majority of all radio listening throughout the nation, Austereo submits that it is imperative that the commercial radio sector, together with the national radio services of both the Australian Broadcasting Corporation (“ABC”) and the Special Broadcasting Service (“SBS”), should be the main drivers of the development of digital radio in Australia.

Appropriate Technology Platform

Eureka 147 Endorsed as Primary Technology Platform Standard

3.3 Austereo endorses the Study Group’s conclusion that Eureka 147 should be considered to be the appropriate primary technology platform for the Australian market.

Use of a Hybrid Supplementary Technology Platform also Supported

3.4 Austereo also agrees that a hybrid Eureka/Digital Radio Mondiale (“DRM”) may be appropriate as a supplementary technology platform for remote and wide coverage areas.  However, Austereo does not consider that the possible use of such a hybrid supplementary system should prevent the Government from finalising its broad policy proposals for other markets.

Approaches to Implementation

A Full Conversion Approach to Implementation is Advocated

3.5 Austereo submits that a Full Conversion approach should be taken for the implementation of digital radio in Australia.

No Digital Spectrum Access Cost for Commercial Broadcasters

3.6 Austereo submits that digital spectrum should be provided to in-band commercial radio broadcasters without any access cost.

Digital Radio is a Replacement Technology

3.7 Austereo considers digital radio to be a replacement technology for analog radio rather than being a new technology.

3.8 As digital radio is a replacement, rather than a new, technology, Austereo submits that in those markets where there is a scarcity of appropriate spectrum, the move from analog radio to digital radio should be transitional, with the key commercial and national radio services being the first to move across to the digital platform, to be followed by the other community and open narrowcast services as additional appropriate spectrum becomes available.

Replication of Existing Analog Conditions and Restrictions

3.9 Any digital licences offered to existing community or open narrowcast analog licence holders should include the same restrictions as currently apply to their existing analog licences

No Automatic Migration for Non-BSB Operators

3.10 Automatic migration or entry to digital spectrum should not be granted to non BSB operators such as section 40 licence holders, aspirant digital broadcasters or satellite radio service operators.

Moratorium on New Entrants

3.11 Austereo submits that, in recognition of both the substantial capital and operating costs which incumbent radio broadcasters will incur in making the transition from analog to digital, including the substantial costs associated with dual broadcasting on both analog and digital spectrum over an extended period, and the major role which they will play in development of digital radio in Australia, a moratorium on the provision of digital radio spectrum to new entrants should be put in place for a period of no less than 10 years from the final rollout date by incumbent broadcasters of their digital infrastructure.

Dual Operation During Transitional Period

3.12 Austereo agrees with the Study Group conclusion that, as part of the transitional process, dual operation of both analog and digital services should be allowed to continue for a significant period of time in all markets.

Timing of Analog Switch-Off

3.13 Austereo submits that any switch off of the analog broadcasting services should only occur when:  radio listeners throughout Australia have had sufficient time to acquire digital radio receivers;  a reasonable period of exclusive access to digital has been made available to incumbent analog broadcasters in recognition of their significant investment in digital infrastructure; and a legislative guarantee is put into place ensuring that any relinquished analog spectrum will not be re-offered for broadcasting purposes.

Opposition to Any Market-based Approach

3.14 Austereo is opposed to any Market-based approach to the introduction of digital radio in Australia.

Spectrum Availability & Performance



Preference for VHF Band 3 Single Frequency Networks

3.15 Austereo submits that VHF Band 3 single frequency networks (“SFNs”) are the preferred mode of operation for commercial broadcasters in all population centres.

Interim Hybrid Solution May Be Required in Some Cases

3.16 Austereo acknowledges that commercial radio broadcasters in the metropolitan markets initially are unlikely to be able to operate VHF Band 3 SFNs on channel 9A because of television interference which will only be eliminated when there is a switch-off of existing analog television services.  Until such an analog television switch-off occurs, a hybrid interim solution involving spectrum in both VHF Band 3 and the L-Band for certain blackspot in-fills will be required.

3.17 Austereo also acknowledges that a hybrid interim solution involving both VHF Band 3 and L-Band may also be required in certain markets where there is a short-term scarcity of appropriate digital spectrum.

Multiplex Operation & Regulation



Digital Spectrum Multiplex Consortia of Commercial In-Band Broadcasters

3.18 Austereo submits that digital spectrum multiplex licences should be held by consortia comprising each commercial in-band broadcaster in each LAP with each broadcaster being entitled to an unrestricted digital service (content) licence equivalent to a full one-fifth of a multiplex.

3.19 Austereo submits that consortia members should have sole responsibility for the management of each consortium.

3.20 Austereo submits that each commercial broadcaster should have the sole responsibility for deciding how best to utilise its full one-fifth of a multiplex.

3.21 Austereo is opposed to any digital spectrum multiplex licence model that allows non-broadcasters or non-specific BSB non-LAP broadcasters to have ownership or control of broadcast spectrum.

Audio Bit Rates

3.22 Austereo submits that a data rate of 256 kbit/s will be required by each commercial in-band broadcaster.

3.23 Austereo submits that any conditions and restrictions which currently apply to community and narrowcast analog broadcasters should be replicated in any digital licences.

National & Community Broadcasters



Commercial Radio Should Be Main Driver of Digital Development

3.24 Austereo submits that the commercial radio sector should be the main driver of the development of digital radio in Australia.

National Broadcasters Should Also Be Major Drivers of Digital Development

3.25 Austereo submits that the two national broadcasting organisations should also be major drivers of the development of digital radio in Australia.

Commercial Broadcasters Willing to Assist Community Broadcasters

3.26 Austereo understands that the commercial radio sector has already indicated to the Government that it was willing to assist community broadcasters in accessing an appropriate digital platform.  Austereo endorses such an initiative.

Drivers of Take-Up & Content Regulation



Unrestricted Usage of Allocated Digital Spectrum

3.27 Austereo submits that the most important driver in support of digital radio take-up in Australia at this time will be to ensure that commercial broadcasters have unrestricted usage of their allocated digital spectrum.

Audio Services & Simulcasting



Extended Period of Simulcasting Will be Required

3.28 Austereo submits that an extended period of analog and digital simulcasting will be required to familiarise listeners with, and encourage them to use, the new digital services.

Data-only Services



Opposition to Migration of Data-only Services by Non-Broadcasters

3.29 Austereo submits that data only services by non-broadcasters should not be permitted to migrate to digital.

Digital Audio Services



Reservation of VHF Band 3 and L-Band for Digital Migration
3.30 Austereo submits that all available VHF Band 3 spectrum and L-Band spectrum should be reserved for the purpose of migrating existing analog broadcasters to digital radio broadcasting.

Satellite Radio Services Deferred Until Completion Migration Complete

3.31 Austereo submits that satellite radio services should not be considered until all in-band radio broadcasters are accommodated and operating on appropriate digital spectrum.

4.
AUSTEREO’S MAIN SUBMISSIONS



Supports the Views of CRA in Relation to The Introduction of Digital Radio 
4.1
Austereo supports the views of Commercial Radio Australia (“CRA”) in relation to the introduction of digital radio in Australia.  Austereo understands that CRA is making a separate submission to DCITA in relation to this matter and Austereo fully endorses the position which CRA is proposing on behalf of its members which includes Austereo.

Commercial Radio Should be the Main Driver of Digital Radio in Australia

4.2
Austereo considers that Australia’s existing tripartite system of commercial, national and community radio broadcasting sectors is amongst the best in the world and given that the commercial radio sector has consistently accounted for the majority of all radio listening throughout the nation, Austereo submits that it is imperative that the commercial radio sector, together with the national radio services of both the Australian Broadcasting Corporation (“ABC”) and the Special Broadcasting Service (“SBS”) should be the main drivers of the development of digital radio in Australia.



Appropriate Technology Platform

4.3
Comment was sought by DCITA on the conclusion of the Digital Radio Study Group (“the Study Group”) that Eureka 147 would appear to be the appropriate platform for Australia  to adopt for terrestrial digital radio services.  Comment was also sought on whether a hybrid Eureka/Digital Radio Mondiale (“DRM”) should be considered.
4.4
Austereo agrees that Eureka 147 would appear to be the appropriate technology platform for Australia to adopt as its primary technology platform.  Austereo also agrees that DRM may be a useful supplementary technology platform particularly for remote and wide area coverage.  However, Austereo submits that any hybrid solution for remote and wide area coverage should not prevent the Government from announcing its broad policy proposals for other markets.



Approaches to Implementation

4.6
Comment was sought by DCITA on the appropriate model for the introduction of terrestrial digital radio services in Australia.  Comment was also sought on whether digital radio should be considered as a replacement technology for existing analog radio services and, if so, what should be the likely timeframe within which replacement could be expected to take place.
4.7
Austereo submits that a Full Conversion approach should be taken to the implementation of digital radio in Australia.

4.8 Austereo submits that digital spectrum should be provided to in-band commercial radio broadcasters who hold a section 36 or a section 39 licence without any access cost.

4.9 In supporting a Full Conversion approach Austereo, considers digital radio to be a replacement technology for analog radio rather than being a new technology.

4.10 As digital radio is a replacement, rather than a new, technology, Austereo submits that in those markets where there is a scarcity of appropriate spectrum, the move from analog radio to digital radio should be transitional, with the key commercial and national radio services being the first to move across to the digital platform, to be followed by the other community and open narrowcast services as additional appropriate spectrum becomes available.

4.11 However, Austereo submits that any digital licences offered to existing community or open narrowcast analog licence holders should include the same restrictions as currently apply to their existing analog licences.

4.12 Austereo submits that automatic migration or entry to digital spectrum should not be granted to non-BSB operators such as section 40 licence holders, aspirant digital broadcasters or satellite radio service operators.

4.13 Austereo submits that, in recognition of both the substantial capital and operating costs which incumbent radio broadcasters will incur in making the transition from analog to digital, including the substantial costs associated with dual broadcasting on both analog and digital spectrum over an extended period, and the pivotal role which they will play in development of digital radio in Australia, a moratorium on the provision of digital radio spectrum to new entrants should be put in place for a period of no less than 10 years from the final rollout date by incumbent broadcasters of their digital infrastructure.

4.14 Austereo agrees with the Study Group conclusion that, as part of the transitional process, dual operation of both analog and digital services should be allowed to continue for a significant period of time in all markets.

4.15 Austereo submits that any switch off of the analog broadcasting services should be linked to a number of key events, including:  when radio listeners throughout Australia have had sufficient time to acquire digital radio receivers;  when a reasonable period of exclusive access to digital has been made available to incumbent analog broadcasters in recognition of their significant investment in digital infrastructure;  and after a legislative guarantee is put into place ensuring that any relinquished analog spectrum will not be re-offered for broadcasting purposes.

4.16 Austereo is opposed to any Market-based approach to the introduction of digital radio in Australia.

Spectrum Availability and Performance
4.17 Comment was sought by DCITA on issues associated with the availability and performance of spectrum for terrestrial digital radio services.

4.18 Austereo submits that VHF Band 3 single frequency networks (“SFNs”) are the preferred mode of operation for commercial broadcasters in all population centres.  Such a mode of operation is considered to provide more robust coverage and require a significantly lower number of transmitters compared with L-Band coverage.

4.19 Austereo acknowledges that commercial radio broadcasters in the metropolitan markets initially are unlikely to be able to operate VHF Band 3 SFNs on channel 9A because of television interference which will only be eliminated when there is a switch-off of existing analog television services.  Until such an analog television switch-off occurs, a hybrid interim solution involving spectrum in both VHF Band 3 and the L-Band for certain blackspot in-fills will be required.

4.20 Austereo also acknowledges that, due to short term spectrum scarcity in certain markets, an interim hybrid solution utilising both VHF Band 3 and L-Band may also be needed until sufficient analog spectrum is cleared of existing analog television services to enable all digital radio services ultimately to be carried on VHF Band 3 spectrum.

4.21 Austereo submits that the digital radio trials which have been conducted to date in Sydney have demonstrated that it is possible to locate three multiplexes with a total of 15 full services on channel 9A without causing interference to either analog or digital television services.

Multiplex Operation and Regulation

4.22 Comment was sought by DCITA on the issues associated with audio bit rates, audio quality, coding systems, and the numbers of services that may be made available in Australia.  Comment was also sought on the introduction of the multiplex operator into the radio value chain, and in particular the implications for Australia’s broadcasting market and regulatory frameworks.  In particular, comment is sought on the appropriate arrangement for allocation of multiplex licences and associated spectrum

4.23 Austereo submits that digital spectrum multiplex licences should be held by consortia comprising each commercial broadcaster in each Licence Area Plan (“LAP”).  Each commercial in-band broadcaster in any given market who holds a section 36 or 39 licence should be entitled to an unrestricted digital service (content) licence equivalent to a full one-fifth of a multiplex.

4.24 Austereo submits that once such digital multiplex licences have been allocated, the consortia members should have the sole responsibility for determining how each consortium will be managed.

4.25 Austereo also submits that each commercial broadcaster should have the sole responsibility for deciding how best to utilise its full one-fifth of a multiplex.

4.26 Austereo submits that a data rate of 256 kbit/s will be required by each commercial in-band broadcaster who holds a section 36 or 39 licence to enable all commercial broadcasters to make full use of the potential of the digital technology and to offer a full range of value add services to listeners.  In support of this view, Austereo notes that there have been problems with digital broadcasting in certain international markets such as the United Kingdom when lower bit rate services have been employed in an attempt to squeeze more services on to a given multiplex.

4.27 Austereo submits that the proposed data rate of 256 kbit/s per commercial licence holder would be required for music-formatted stations, such as those operated by Austereo, to provide both CD quality audio together with complimentary data, text and other supplementary services, in order to provide listeners with the full benefit of digital technology.

4.28 Austereo submits that any conditions and restrictions which currently apply to existing analog in-band broadcasting licences, such as those held by community and narrowcast broadcasters, should be replicated in any digital (content) licences in terms capacity, power and any other relevant conditions or limitations.

4.29 Austereo is opposed to any spectrum (multiplex) licence model that allows non-broadcasters or non-specific BSB non-LAP broadcasters to have ownership or control of broadcast spectrum.

National and Community Broadcasters
4.30 Comment is sought by DCITA on the role of the national broadcasters and the community broadcasting sector in the introduction of digital radio.  In particular, comment is invited on the possible arrangements for the implementation of digital services by the non-commercial sector, including access to multiplex facilities and (in the case of the community broadcasters) licence allocation.  Comment is also sought on the resource implications for national and community broadcasters of digital radio implementation.

4.31 Austereo submits that there are a number of characteristics about the structure of the local radio industry which should influence who will be the main drivers of the development of digital radio in Australia.

4.32 Unlike the situation in number of overseas markets, where government owned radio stations are the dominant sector of the local radio broadcasting industries in terms of audience usage and share, in Australia it is the commercial broadcasting sector which accounts for the majority of listener usage and share.  Consequently, Austereo submits that the commercial radio sector should be the major driver of the development of digital radio in Australia.

4.33 However, Austereo also recognises the important roles which the Australian Broadcasting Corporation (“ABC”) and the Special Broadcasting Service (“SBS”) play within the local radio industry and consequently Austereo submits that these two national broadcasting organisations should also be major drivers of the development of digital radio in Australia.

4.34 In return for being granted both no cost access to appropriate digital spectrum and a reasonable moratorium on the entry of either non-BSB operators or new entrants, the commercial radio sector has already indicated to the Government its willingness to both establish, either directly or indirectly, the required digital infrastructure within a short period of time and to consider assisting the community sector in accessing an appropriate digital platform.

Drivers of Take-up and Content Regulation

4.35 Comment is sought by DCITA on the key drivers that are likely to be important in support of the take-up of digital radio in Australia.  In particular, comment is invited on the issues associated with the provision of new and niche audio services and innovative data services.

4.36 As the worldwide roll-out of digital radio is still in its early stages of development, Austereo submits that it is not possible for Governments, regulators or broadcasters to at present determine with any degree of certainty what are likely to be the most appropriate applications for digital radio spectrum in Australia.

4.37 Consequently, Austereo submits that the most important driver in support of digital radio take-up in Australia at this point in time is to ensure that commercial radio broadcasters are given maximum flexibility in terms of usage of their allocated digital spectrum.  Unrestricted usage of their allocated digital spectrum will enable the commercial broadcasters to test and experiment with a variety of digital services, including a range of data content, to ensure that they deliver to Australian listeners those services which are most highly valued by them.

Audio Services and Simulcasting

4.38 Comment is sought by DCITA on whether specific regulatory measures are necessary or appropriate to manage content and services on digital radio, including simulcast requirements, limits on non-audio services or limits on digital-only services.

4.39 Austereo submits that in order to familiarise listeners with, and move them to, the new digital technology, an extended period of time will be required by the commercial broadcasters to simulcast their services on both their existing analog and their proposed new digital frequencies.  The length of such an extended simulcast period should at least match, and possibly exceed, the period of a moratorium on any new entrants, as proposed in section 4.13 above.

4.40 Austereo submits that given that there are currently a large and diverse range of radio services already available to Australian listeners, a priority of the new digital services should be to improve the audio quality and add value enhancing data features to existing analog radio services rather than to provide additional new audio services.

4.41 As previously mentioned, Austereo submits that there should be no restrictions or limitations on commercial radio broadcasters use of their digital service (content) licences.

4.42 Austereo submits that existing community broadcasters and narrowcasters should be allowed to offer audio services and limited value adding services to those audio services in digital, subject to any conditions or restrictions which apply to their existing analog services.

4.43 Austereo submits that there should be no new digital only audio services during the simulcast period and that such a restriction should also apply to the services of the ABC and SBS.

Data-only Services

4.44 Comment is sought by DCITA on the potential for data-only services on digital radio platforms.

4.45 Austereo submits that data only services by non-broadcasters should not be permitted to migrate to digital radio broadcasting.  Non-broadcasters should not be given access to broadcasting band digital spectrum or to digital service (content) licences.

Digital Audio Services

4.46 Comment is sought by DCITA on the potential role for new digital audio platforms and on whether additional regulatory measures are necessary to facilitate or encourage new platforms (including satellite) and whether measures are needed to ensure services do not replicate terrestrial business models.  Comment is also sought by DCITA on the potential for the L-Band to provide sufficient capacity for satellite delivered digital audio services while also meeting the requirements of terrestrial digital radio.

4.47 Austereo submits that all available VHF Band 3 spectrum and L-Band spectrum should be reserved for the purpose of migrating existing analog broadcasters to digital radio broadcasting.

4.48 Austereo submits that satellite radio services should not be considered until all in-band radio broadcasters are accommodated and operating on appropriate digital spectrum.

5.
CONCLUSION

Any questions concerning this submission should be directed to Peter Harvie whose contact details are shown on the cover page of this submission

Submitted by

Austereo Group Limited

15 April 2005

