The Secretary of State for Culture, Media and
Sport asked Ofcom to report on the progress
towards digital switchover. This is our report.

We believe that switchover is desirable
and achievable; it would substantially
improve the structure of the broadcasting
market and benefit the wider economy.

Less than six years since its launch, more
than half of UK homes have digital TV.
In areas where there is a choice between
free-to-view and pay digital TV, take-up
is around 60 per cent.

We expect digital take-up to continue to
grow strongly over the next two years.
Thereafter, its growth is likely to slow.
Ofcom’s projections suggest that digital take-
up will level off at around 80 per cent of
households.

The market alone will not deliver switchover.
It is time for the UK digital TV project to
change gear and move from planning to
implementation. Greater certainty over

the timing of switchover would be an
important step.

A new implementation body should be
established. It should have the necessary
funding, remit, leadership, resources and
sufficient independence to encourage
greater take-up of digital TV and to manage
the challenging process of full switchover
in the near future.




Affordability
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Even if digital adoption rates are very high, the transitional cost of conversion to
digital may remain a significant barrier for some households and risks leaving a few
households excluded from TV after switchover. The penetration of digital TV currently
rises with household income, so the transitional costs of switchover would currently
predominantly fall on the poor.

These transitional costs need not be a great barrier to switchover: the cost of a basic
converter box in 2004 is already less than half the cost of the annual licence fee; the
relative burden is likely to diminish over time as the cost of converters falls; and
digital penetration is likely to rise significantly before switchover.

By the time of switchover, a residual affordability problem is all that is likely to
remain for the initial conversion of households’ primary sets to digital TV. A wider
number of households will need to convert secondary sets and video recorders.
Any financial support would reduce consumer resistance to switchover, although
decisions on financial support need not be taken immediately, since the design of
any appropriate financial support would depend on the nature of the transitional
costs at the time of switchover.

At a later date, the Government should consider the costs and benefits of offering
limited financial assistance to particular groups, similar to the free licence fee
scheme for over 75s. To avoid the danger that some households might wait until
the last minute in the hope of receiving financial support, any scheme should be
available to all households in a designated group rather than just the remaining
analogue households.
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section 1 Ofcom’s 30 main findings and recommendations

15



16

Gl U ———C2

International issues

2 9 Switchover’s rationale is strongest if flexible use of the spectrum can be secured.
The UK’s strategy for the TV spectrum should be to seek to ensure full protection
of the UK’s digital television switchover plan. It should also seek to protect future
UK use of the released spectrum and any viable additional interleaved spectrum
after switchover.

3 O In the 2004 and 2006 Regional Radiocommunications Conferences, the UK will
seek to protect its digital broadcasting plans and keep options open for any
cleared spectrum made available after switchover. In the 2007 and 2010 World
Radiocommunications Conferences, the UK will seek to gain the maximum
flexibility of use for the TV band for broadcasting and other uses.
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