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This response has been prepared by Mecom Limited, a UK based company involved in the development of leading-edge applications for Digital Audio Broadcast.

Mecom welcomes the opportunity to respond to the Bureau’s consultation on DTB, and offers the following comments on the Bureau’s document, specifically in relation to Digital Audio Broadcast.

Innovate versus “wait and see”
The Bureau states that the Government’s objectives on broadcasting include the continued development of the broadcasting industry and the enhancement of Hong Kong’s position as a pre‑eminent regional broadcasting hub.  We therefore find it rather counter-intuitive that the consultancy study recommends a rather passive “wait and see” approach to the licensing of DAB.

We agree that the current business case for broadcasters offering existing services over DAB is challenging, but we also believe DAB offers a range of new business opportunities and revenue streams, limited largely by the degree of creativity and innovation that is permitted or encouraged.  It certainly seems counter-productive to constrain the development of the market simply because a particular group of consultants cannot foresee that development.

There are many examples of industries which appeared to get stuck at similar stages in their development, only to be revitalised once fresh innovation and creativity were applied.  The mobile phone industry is one such example where, in many countries, the market appeared to saturate with business users – until operators introduced a wider variety of price plans (e.g. prepay), distribution channels (non-specialist high street shops) and handsets (smaller, and in different colours), permitting the consumer segment to flourish and penetration to head towards 70% penetration.  The current DAB “bottlenecks” described by the Bureau’s consultants (namely, unclear market, high-priced devices and lack of global market) were all characteristics of the mobile market when it hit its first “saturation point” – but successful operators saw each of these issues as opportunities for innovation rather than insurmountable barriers to growth. We believe the same of true of DAB today.

We therefore believe that the Government would better fulfil its objectives by adopting a proactive approach to DAB and encouraging early participation in the Hong Kong market by players who are able to introduce new innovation into the market.  This would then likely give Hong Kong a head start in realising future market potential for DAB, and act as a catalyst for more widespread use of DAB throughout the region. Otherwise, Hong Kong runs the risk of seeing other countries take the lead in the creation of this new industry.

An early and proactive approach to DAB licensing would also be consistent with Hong Kong’s approach to licensing of 3G, where OFTA has been working to achieve early licensing despite current uncertainties in the industry about the 3G revenue model.

We also believe that the introduction of other technologies (such as 3G) should not necessarily be seen as a competitive threat.  We believe there is scope for technologies to act as complements, and that the Government should encourage innovation in the exploitation of combinations of technologies, rather than try to isolate and protect them from each other.

We would therefore recommend that the Bureau aims to prepare for licensing of DAB spectrum in Hong Kong within the next year, in preparation for full commercial launch of services within the next two years.

Telecommunications services

We agree with the proposal that DAB operators should be allowed to offer telecommunications services as well as radio broadcasting.

DAB Spectrum allocation

We agree that the 14 MHz of spectrum in the range 1466–1480 MHz in the L-band should be reserved for DAB use, and made available to suitably qualified applicants for early technical and commercial trials.  We would also strongly recommend that any further spectrum within the L-band that has been identified internationally for DAB also be reserved, wherever possible.

Licensing of multiplex operators, broadcasters and additional services

We agree that there is benefit in licensing the DAB multiplex operator separately from radio broadcasters and additional services providers, in order to ensure that competition in the radio and additional services sectors can be encouraged, despite the limited number of licensed multiplexes that will operate in the market.
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