




















Table 1: Differences in Familiarity with the Digital Television
Transition on the Basis of Household Characteristics

Abbreviations

DMCA Digital Millennium Copyright Act
DTV ¢ ital television
FCC Federal Communications Commission
HD high definition
ICTA National Cable & Telecommunications Association
ORC Opinion Research C ition
POD point of deployment
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also are important because the transition cannot be completed until
sufficient numbers of households can view the digital broadcasts. The
realization of most of these factors has largely been left to market forces.
Generally, market-driven adoption of new technologies is considered best,
but the current circumstances in the DTV transition suggest that it is
unrealistic to anticipate that market forces will bring about the completion
of the transition within the origin  r anticipated time frame. Thus, it
would be helpful for policy-makers to better understand the various
options that could be implemented to advance the timeliness of the DTV
transition.

FCC’s recent DTV tuner mandate serves as a notable exception to the
transition’s market-driven proach. However, that mandate alone—which
will not take full effect until mid-2007—may not be enough to complete
the transition in a timely and reasonably seamless manner. An additional
option would be to require digital cable-ready capability in addition to the
over-the-air digital tuner. Because more than two-thirds of households
receive cable, mandating that televisions be digital cable-ready may prove
a cost-effective policy option for hastening the DTV transition, particularly
when paired with the existing over-the-air mandate. While the additional
cost of the digital cable tuner is likely small, it is less clear what the
incremental cost of the POD slot would be. In addition, outstanding cable
compatibility issues would need to be resolved before a digital cable-ready
mandate could be implemented.

Another policy option related to DTV that we have identified is to set a
date-certain when broadcast stations’ right to invoke a must-carry status
for their stations’ signals would transfer from their analog s 1als to their
digital signals. This option could have the advantage of speeding up cable
carriage of digital signals while avoiding problems inherent in requiring
dual carriage. Pairing this date-certai switchover with a digital cable-
ready mandate has the potential to be especially effective. The digital
cable mandate would ensure at when the switchover did occur, a
significant portion of households v uld both receive local digital
broadcast signals and have the equipment in place to view those signals.
However, the switchover policy could have disadvantages as well, such as
possible adverse effects on smaller stations. As such, this policy would
need tc¢ e evaluated more closely.

One of the most important goals for completing the DTV transition is the
recapture of the broadcast spectrum that televisions stations will be
returning. There is significant economic value embodied in this spectrum,
and it has been allocated for both public safety needs as well as for new
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— ArPENDINES

. VIII. DicitAL Drop-INS IN THE PUBLIC INTEREST AND THE
- QUESTION OF “RESERVING” PuBLIC INTEREST “SPACE”

- It has been suggested that when the 100 channel analog television system ™ omes obsc te,
' some part of the spectrum should be specific y reserved, by government, for civic discourse
. or local and public affairs programming, The networks that produce such programming might
¢ be funded by money received from auctioning off a portion of the analog stations. The basic

| idea would be to ensure “space” for public broadcast stations that would serve civic aspira-

| tions. These stations could in turn develop relevant expertise and obtain niche markets, as for
- example, C-Span has done.

. Advantages: This approach would involve little control of commercial broadcasters. At the

© same time, it would ensure a large level of civic and democratic programming. The goal would
be to use new technologies to expand on the PBS m¢ |, creating a number of “little,” and

. private, public stations.

- Disadvantages: If it is desirable to ensure a certain  vel of public interest programming on
- all stations, this approach will be inadequate. There are also questions about the extent to

. which it is appropriate for government to reserve “space” for programming of a specific

| content, and about how strong a role government might have in overseeing those stations.
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That autumn afternoon, Abel was a relative newcomer to the NAB. The
seeds of the organization’s crisis had actually been sow more than a
decade before, wh_: / was still teaching classes at Michigan State
University.

HDTV . .. Maybe that's it! 5






















States. The idea had been to make sure that broadcasters remained com-
petitive. What would happen if the Cable Mongols started offering high-
. definition television before broadcasters were able? Another disaster. Cable
would need all the new equipment, too. But unlike the broadcasters they -
wouldn’t have to get permission from the government to broadcast HDTV.

The talks with the Japanese had been largely theoretical; DePriest’s
organization didn’t have the money or wherewithal to stage a big public
demonstration. DePriest had been thinking about asking the NAB for
help, but the two groups didn’t get along very well. In DePriest’s view,
Abel and the others looked down their noses at his little organization.
He found it so unpleasant to work with them, and he hadn’t quite gotten
around to asking. Nonetheless, he spoke up now: “What about NHK?
We’ve been talking to NHK about doing a demo. They could do it.”
NHK’s system needed more than one TV channel, too. \

That’s a possibility, Abel said.

They talked through the idea some more and finally concluded:
We have a strategy. The meeting adjourned, and now Abel had to decide
on the best way to carry it out. A short time later, he and Keller took
their trip down to Fort Lauderdale.

Even before Abel left Glenn’s cinder-block lab, he had concluded
that the professor’s system simply would not do for the extravagant show
he was planning. It didn’t take much to imagine the senators, congress-
men, and FCC commissioners seated expectantly in front of that little
TV monitor, noting the fat cable that snaked away from the back of the
set. As the picture came on, the honored guests would follow the cable
with their eyes until they spotted that prototype camera, the gutted fish
with ‘the wires hanging out, focused on the 1.;, “R” Us ballerina—or
maybe on the traffic outside the window.

Abel turned to Keller and said, “Call the Japanese.” -

12 Defining Vision













they hadn’t shown any interest, either. Finally, Japanese companizs had
asked to license manufacturing rights, and Ampex agreed; by 1987 Japan
and Korea had sold more than 100 million VCRs around the world.
That story was a dark legend in the consumer electronics industry.

When Representative Mel Levine of California got up from his seat
in the Senate Caucus Room, dumbstruck by the power of this new tele-
vision, st one sharp question filled his head: “Are we going to let the
next major development in consumer electronics go the way of the
VCR?” Other congressmen started to grumble, too. Soon news stories
began to appear carrying a thinly veiled Yellow Peril tone, and some of
the Japanese made things worse. Hikehiko Yoshita, a Toshiba vice pres-
ident who had helped to arrange the NAB demonstrations, bubbled in
one interview that he was “truly convinced of the successful penetration
of HDTYV receivers into almost every home in the world in the not too
distant future.” And within a short time, a ringing cry was heard across
town: “The Japs are coming, the Japs are coming!”

With that, Chairman Fowler suddenly realized he had “this political
problem.” A mon after the Capitol Hill demonstration, Fowler was
testifying before a House subcommittee, and the congressmen peppered
him with questions about HDTV. Fowler told them, “I think the broad-
casters are o eacting, frankly.” Still, before he got up from the wit-
ness table Fowler was forced to offer the vague promise that the
broadcasters would not be precluded from offering HDTV. What choice
did he have? These were the people who set the FCC’s budget. A few
days later, two letters landed on his desk signed by two dozen senators

id congressmen. “We are concerned that the commission is acting pre-
aturely,” the representatives warned. The Land Mobile rule “could
seriously hamper” American development of HDTV, wrote the senators.

Over at the NAB, John Abel began to realize that his strategy was
producing results he hadn’t expected. Until this moment, Abel hadn’t
“fully grasped the true, big political picture.” Now he was excited.
Maybe he hadn’t failed after all. Maybe, just maybe, by playing this
Japanese card the broadcasters could turn things around.

The TV industry immediately petitioned the FCC to open an official
inquiry to see¢ what effect high-definition television might have on the
broadcasting business. And by the way, it said, the Land Mobile decision
will have to be postponed until this study is finished. Fifty-eight broad-
casting organizations signed the document—the first time these normally
competitive, fractious companies had spoken in one voice. “We’re fight-
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“That was the dynamite charge,” he said later. The HDTV problem
had his full attention now. So he began asking the American witnesses,
“What would you recommend that the Congress or the FCC do?”

After moments like that one, FCC Chairman Patrick knew he couldn’t
just let this problem slide. He’d have to do something significant when
the FCC’s three-month inquiry ended, or the arguments would land
right back in his office, even louder. This was no longer just another of
those parochial, inter-industry disputes. No, the FCC had to “get this
off our plate,” as Commissioner Mimi Dawson told Patrick. The other
commissioners agreed.

“We need to ship it out of here,”” said Commissioner Patricia Diaz-
Dennis.

So Patrick did the natural thing. He appointed an advisory com-
mittee to study the matter for a while, the government’s time-honored
solution to thorny dilemmas. Not only that, he stacked the committee
with broadcast industry officials. That would keep them quiet. They’d
consider the issue for a while—a year, maybe two. By the time they
came back with their report, Dawson believed, maybe interest will have
flagged, technological difficulties will have come along. Maybe the prob-
lem will have solved itself, and the HDTYV crisis will have simply faded
away.

John Abel loved the idea. ‘“Advisory committees typically are zoos,”
he said. “They can be a mess. There are so many ways to slow things
down.” With a little behind-the-scenes manipulation, the Land Mobile
decision could be delayed for years!

Patrick named his new group the Advisory Committee on Advanced
Television Service and, like the name, the charter was vague enough to
cover almost anything: “The Committee will advise the Federal Com-
munications Commission on the facts and circumstances regarding ad-
vanced television systems for Commission consideration of the technical
and public policy issues.” T.  debate over those extra channels would
be delayed until this new advisory cc mittee finished its work.

A ointment of an a ‘isory committee was hardly a momentous event
in Washington. Dozens were formed every year. The leaders of almost
every agency in government established them anytime they had a thorny
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Nothing like this had ever happened before. Wiley’s rules had set
off a grand, international competition, sanctioned by the United States
government! Anyone in the world could enter. The contestants would
be testéd and graded. Finally Wiley and his committee would choose a
winner, who would hold licensing rights for the next generation of tele-
vision. Everyone who built and sold HDTVs in America would pay this
winner royalties, which would be worth millions—billions! Sniffing the
scent of all that money, just about everyone in the world with an interest
in television—major corporate conglomerates, people with a few tools
in 2 backyard shed—started writing and calling for entry forms. Wiley’s
race was launched, and contestants were off and running.
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Four eatry me*hods (sect’'on 251):

1996 Telecom Act

resell ILEC'’s services

lease unbundled r etwork elel xents
build own faciities and interconnect
son e combination of the abov=
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