Half Of Europe Will Have DTV In 2009

By Hellen K. Omwando with Jaap Favier
and Tim van Tongeren, Forrester Research

Digital TV penetration in Europe has
grown in starts and sputters over the past
few vears, Financial woes and high costs,
for example, have slowed its expansion.

However,  improved  operator
{inances, new business models, and new
DTV functionalities will propel DTV pen-
etration in Lurope from 22 percent by
vear-end 2004 to hall of all European
households in 2009, The UK will still con-
tribute the largest share of DTV house-
holds. Digital satellite will remain the
dominant delivery mechanism but will
see a challenger in digital terrestrial TV,

Here are the country highlights:
¢ The UK: Furope’s most-competitive
digital economy.

Ihe UK accounts for 42 per cent of

all digital TV households in Furope
today. The UK is Europe’s digital over-
achiever. Half of all UK households hav-

ing digital TV access. The UK features
the only profitable digital TV platform
operator. And, the UK ranks as the
largest  eCommerce economy in
Europe. Satellite platform operator
BSkyB and public TV broadcaster BBC
have been the engines of DTV growth.
But even in this advanced DTV market,
50 per cent of households don’t know
the difference hetween analog and dig-
ital. The UK will keep its lead in the
next five years, but it will experience
the slowest overall DTV growth as the
penetration tops out at 79 per cent of
all UK households in 2000.

¢ Irance: Vivendi Universal’s financial
debacle left a mark.

France’s main digital TV operator,
Canal Satellite, has only just sarted
experiencing  significant growth; it
gained 230,000 new subscribers in 2003
following a two-year lull. A climate of
uncertainty, resulting Irom the finan-

cial woes ol its parent company, Vivendi
Universal, cast a shadow over invest-
ments in digital ventures in France, As
the recent consolidation of cable oper-
ators settles out, 21 per cent of French
houscholds will have DTV access by the
end of this vear — a small increase over
2003, By 2000, DTV penetration will
grow to 49 per cent of households
through aggressive marketing efforts,
new iDTV features, and collaboration
between France Telecom, TPS. and
Canal Satellite to roll out TV over
ADSL.

¢ Spain and Italy: Mergers stem growth
for now.

The 2002 merger between the two
leading DTV operators in Spain, Via
Digital and Canal Satélite Digital.
formed DIGITAL+. The demise of digi
tal terrestrial operator Qlliero set
Spain’s DTV hase back to where it was in
2001, Growth is picking up, leading to a

penetration to 49 per cent of Spanish
houscholds in 2009. The same story
holds for Ttaly — a similar merger
episode and stagnation while Sky Italia
restructured to copy the success of
BSkyD in the UK. Italian appetite for pay
IV will feed Sky Italia’s ambitions. Aided
by the government’s determined push
for the coverage of digital terrestrial TV,
Italian DTV penerration will rise to 38
per cent of households in 2009,

¢ Germany: New go-to-

market strategies lure users.

Having up o 50 channels through reg-
ular cable, Germans never saw the point
of a DTV subscription. Ir did not marter
how great the content of the main digital
I'V operator Premiere might have been.
But Premiere started to grow rapidly once
it allowed users to buy open standards-
based set-top boxes from certified retail-
ers with a cheap. basic subscription pack-
age. The company also helped isell by
turning  to its  popular
WEB.DE, as its key digital marketing part-
ner. Premicere will help turn Germany
into the second-biggest DTV market in
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Furope, driving penetration from 15 per
cent by the end of this year to 49 per cent
of households in 2009,

¢ The Nordics: Sweden’s

and Finland’s power growth.

In Sweden, two digital satellite TV
operators, three main digital cable oper-
ators, and one (l'l:_‘;iml terrestrial opera-
tor are in a cutthroar competition. That
battle should spur 27 per cent of the
Swedes to take to DTV by year-end and
60 per cent by the end of 2009, The
Finnish market is unique in Furope
because digital terrestrial is the main
delivery mechanism there. The results
showed that Finland experienced more
than 100 per
because of the availability at retail of

cent growth, largely

cheap set-top boxes. In 2009, two-thirds
of Finnish households will have DTV
access, up from 23 per cent by end of
2004. The lofty DTV penetration in the
Nordies could even have been higher iff
operators hadn’t been sitting around
of  MIP-

enabled sei-tops, which are yet w be

waiting  for deployment
rolledout commercially in the region.

¢ The rest of Europe: There is little
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A Comeback, But
Satellite Continues To
Rule

I'he battle for the delivery mecha-
nism of D1V is no longer a one-horse
race as it was two years ago when direct-
to-home digital satellite (DTH) account
ed for 73 per cent of all DTV delivery.

¢ Digital satellite will remain on top.
DTH's share will decline from 68 per
cent today to 62 per cent in 2009 due 1o
competition from the other platforms,
low satellite dish penetration, and legal
limitations on satellite dish placement
i cities such as Paris. But D'TH will still
offer the most compelling iD'TV appli-
cations because of the limited support
for interactivity that cable middleware
provides and the inherent technical
limitations of digital terrestrial (DTT).

¢ DTT will draw the price-conscious.
DTT is appealing because it is cheap.
Most DTT operators don’t charge a
monthly subscription fee. For example,
UK consumers can get access to FREL-
VIEW, the DTT platform, by simply buy-
ing a set-top box that costs as little as

These platforms saw their sub-
seriber base explode over the past year,
but the growth will slow down. All of the
operators have yet to craft a way of mak-
ing money to sustain their platforms.
I'hey could easily face demise similar to
other pioneers.

¢ Digital cable will grow in starts and
sputters.
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Most cable operators in Furope are
now out of the financial quagmire that
they faced two vears ago. But they will
continue to have a hard time convine-
ing channelsaturated analog
sumers to switch to digital. They also
will have trouble maintaining loyalty

con-

among their digital subscribers. As a
result, digital cable TV will crawl from
an 18 per cent DTV share today 1o 20
per cent in 2009,

¢ ADSL/FTTH/IP will move from tri-
als to full launch.
Although every house has a phone

line, few operators have commercially
rolled out “broadband TV.” Except for
Fastweb in Ttaly, those that tied ended
up failing. The casualties include Home-
Choice and Kingston Communications
in the UK, which saw their
base for TV/video over ADSL plummet

subscriber

by a combined average of 46 per cent in
the past two years. Yet telcos in France,
Germany, Norway, Austria, and Belgium
are keen to roll out these services with
most planned commercial deployment
starting in 2005, They will reach just two
per cent of DTV households with their
TV /video over telephony.
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