
Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of )
)

Media Bureau's Request for Comment on )
Over-The-Air Broadcast Television )
Viewers )

)
)

MB Docket No. 04-210

COMMENTS OF RADIOSHACK CORPORATION ON
OVER-THE-AIR TELEVISION VIEWERS

RadioShack Corporation ("RadioShack"), by its undersigned attorneys, hereby files

comments in response to the Media Bureau's request for information regarding over-the-air-

broadcast television viewers.

Information and Background

RadioShack is one of the largest retailers of consumer electronics equipment in the

United States, with net sales and operating revenues exceeding $4.6 billion in 2003. RadioShack

sells a significant number of cellular telephones, computers, radios and televisions. In addition,

RadioShack is a primary resource to consumers for numerous types of navigation boxes, wiring

and other devices and accessories that assist in household connectivity and networking. With

approximately 7,000 company-owned and dealer stores nationwide RadioShack is unique in its

reach to consumer electronics consumers -- 94% of the U.S. population lives or works within

five minutes of a RadioShack store.

As a retailer, RadioShack prides itself on its close connection with customers, evident in

its logo, "You've got questions. We've got answers."® In the analog-to-digital transition,



retailers are the closest connection to the consumer and RadioShack, therefore, shares the

Commission's interest in minimizing the impact of the transition on the consumer. RadioShack

also understands the need to balance the public interest in accomplishing the transition quickly

with the public interest in ensuring that television viewers are not harmed. Retailers, with

manufacturers, have the important role of ensuring that consumers have access to the necessary

products and equipment to avoid having their analog televisions go dark when the transition

occurs. RadioShack, like other retailers, is interested in the new market for integrated digital

televisions. But, with its emphasis on connectivity, RadioShack is particularly focused on

assisting those over-the-air consumers who initially may be unable to afford to replace one or all

of their analog televisions. These consumers will be reliant on the availability of digital-to

analog over-the-air converter boxes and antennas.

In this filing, RadioShack provides a brief comment on the Commission's need to

identify over-the-air consumers and more specific comments on the Commission's request for

information regarding the potential options for minimizing the impact of the transition on

consumers. In particular, these comments address I) the extent to which market forces could

assist in minimizing consumer impact; 2) the minimum technical capabilities that will be needed

for an analog converter box; 3) the current price and potential future prices of converter boxes

and 4) the distribution of converter boxes.

Identifying Over-The-Air Consumers

RadioShack does not maintain demographic information on the number of consumers or

households in the United States that rely in whole or in part on over-the-air broadcast television.

However, it is familiar with the significant findings reflected in testimony during recent
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congressional hearings and in materials published by other organizations, including the

Consumer Electronics Association. According to Congressman Rick Boucher's (D-VA)

opening statement at a recent hearing before the House Energy and Commerce Subcommittee on

Telecommunications and the Internet, at least 15 percent ofUS. households (approximately 20

million households) receive their primary television signals over the air. In at least 30 percent of

U.S. households, consumers use one or more televisions to receive signals over the air, even

though the primary set may be connected to a multi-channel video service provider (MVPD).!

According to testimony from the same hearing, there are approximately 45 million analog-only

television sets, not connected to a MVPD.2 Another statistic also demonstrates the continued use

of analog sets -- CEA reports that 23.6 million analog sets are expected to be sold in 2004 (this is

a decline of 17 percent from 2003, but it remains a significant figure)?

These data provide confirmation that, in order to avoid "going dark" when the transition

occurs, a significant portion of United States consumers that own analog sets will be forced

either 1) to replace analog televisions with new integrated television set(s) having ATSC tuners

or with digital-to-analog over-the-air converter boxes, as well as antennas4 or 2) to subscribe to a

! Statement of Congo Boucher before the House Energy and Commerce Subcommittee on
Telecommunications and the Internet, hearing on The Digital Television Transition: What We
Can Learn From Berlin, July 21, 2004 ("House Hearing").

2 Testimony of Greg Schmidt, Vice President of New Development and General Counsel, LIN
Television Corporation, House Hearing.

3 "Digital America", Consumer Electronics Association ("CEA"),
www.ce.orgipublicationslbooksJeferences/digital_america/video/analog_slips.asp.

4 Antenna distribution wiring will likely need to be added for each location where an ATSC
television or converter box is located. In the future, it may be possible to manufacture and sell
one converter box that services all analog televisions in the household. However, in order for
such a box to work, the consumer would be required to purchase additional equipment and likely
new wiring, making such a box a less attractive option at the current time.
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MVPD that converts the digital signal at the head-end or through its converter boxes.5 Cable

premises wiring will likely need to be extended (and converter boxes added) to each location

where the consumer wishes to continue using an analog television. While RadioShack strongly

believes that the sale of digital televisions will continue to increase as the tuners become

integrated and the prices fall, it is those consumers who will be unable to make this significant

initial investment, and those who will not replace all of their analog televisions at once, on which

RadioShack focuses its attention here.

Potential Options for Minimizing the Impact on Consumers

The Effect o/Market Forces on Price and Availability o/Converter Boxes

RadioShack believes that market forces will play an instrumental role in minimizing both

inconvenience and cost to the consumer, but only if the market is provided additional certainty as

to when the conversion will occur. The current statutory provisions guiding the transition

timeframe - i.e., December 31, 2006 or whenever 85 percent of the television households in a

market are capable of receiving digital television either with subscription to an MVPD that

carries digital television service or with the appropriate over-the-air digital receiver - does not

provide enough information to manufacturers and retailers as to when they should have converter

boxes available in the marketplace. 6 Technologically, there is no necessity today for digital-to-

5 There are a smaller number of consumers who are not connected to a MVPD and who have
already purchased HDTV monitors who will also need to purchase a digital over-the-air tuner
and antenna before the transition. In addition, it is important to note that there are analog
television products that will become extinct (at least in the short term) as a result of the
transition. The most obvious examples are the small portable televisions, as well as radios that
receive the analog broadcast television signal.

6 See 47 U.S.c. sec. 309.
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analog over-the-air converter boxes and hence there is only a very small market for the product.

Without a date certain when the transition will be completed, it is unclear at what pace the

product's presence will grow and at what price they will be offered. Based on the current

transition provisions, manufacturers and retailers will have difficulty predicting which

geographic markets will reach 85% penetration first and where and how many converter boxes to

stock to best meet consumer demand.

With a more definite timeframe, the transition will likely create a unique event in the

consumer electronics marketplace. When the transition occurs, it will create a moment in time

when the digital-to-analog over-the-air converter box will become a required product for millions

of households. As noted below, there will continue to be a market for a range of converter boxes

as consumers continue to purchase analog sets or HDTV monitors. RadioShack therefore agrees

with Motorola's recent congressional testimony that suggests that a specific date on which to

conclude the transition and the significant volume of boxes required to be sold by that date will

drive market availability and minimize the cost of the over-the-air converter boxes? With this

predictability retailers will also be better able to educate consumers about the consumer

electronics products that will best fit their household needs.

Minimum Technical Capabilities for Digital-to-Analog Over-The-Air Converter Boxes

Currently, there are very few converter boxes that simply convert a digital over-the-air

signal to NTSC analog signa1. Most converter boxes available to consumers today provide a

7 Testimony of Carl 1. McGrath, Chief Technology Officer, Broadband Communications,
Motorola, Inc., House Hearing.
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combination of satellite/over-the-air conversion or cable/over-the-air conversion. There are also

a number of digital over-the-air boxes for use with HDTV monitors.

These converter boxes include more capabilities than are needed for an analog television

set that does not receive cable or satellite. With significant consumer demand, the marketplace

will anticipate the need for a converter box that simply converts an ATSC terrestrial digital

broadcasting signal to an analog NTSC signa1. Such a box would result from employing a

currently available tuner (for HDTV monitors) without including unnecessary input and output

jacks, like component video for an HDTV monitor, digital audio outputs, or HDMIjacks. Such a

box would merely change the ATSC signal quality to NTSC analog quality (instead ofHDTV

quality) and provide a NTSC ch. 3/4 RF (F-connector) or composite video/audio output to the

television.

In addition to the need for this minimum-capabilities box, it is important to note that there

will likely be a range of converter boxes available in the market with a range of capabilities. For

example, there are already a number of consumers in the marketplace who have purchased

HDTV monitors and who receive their television signals only over-the-air. Unless they choose

to subscribe to an MVPD when the transition occurs, they too will need to purchase a digital

over-the-air converter box for their HDTV monitors.

RadioShack believes the market demand for a range of converter boxes will continue

after the transition occurs. There will continue to be demand for over-the-air analog converter

boxes for those consumers who continue to choose a less expensive analog television when

purchasing a set for their household. The Consumer Electronics Association has noted that

analog television sales will continue to surpass the sale of digital televisions for several more
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years. 8 With regard to secondary and tertiary sets in households, RadioShack believes analog

television sales will continue to be strong as long as the combined price of an analog television

and converter box is significantly less than the price of an integrated television. In addition,

while some over-the-air consumers may initially purchase converter boxes for all of their analog

sets, those consumers may choose at some point to upgrade one or more of their televisions to an

HDTV monitor. In anticipation of such upgrades, the market will likely demand a converter box

that includes the appropriate capabilities for both analog sets and HDTV-capable monitors. 9

Current Cost ofConverter Boxes and Anticipated Cost to Consumers When the Transition
Occurs

The current combined satellite/over-the-air, cable/over-the-air and over-the-air only

converter boxes for HDTV monitors vary in retail price from approximately $300 to $1,000. 10

However, RadioShack believes that the next generation ofconverter boxes could yield some

models in the range of $200, with further decreases in price if the transition becomes imminent.

As discussed above, there is a significant potential market (consisting of over-the-air consumers

with analog televisions) for a much simpler converter box than those currently available. If the

transition occurs on a specific date, RadioShack anticipates that given the desire to continue

using as many as 45 million analog televisions, the price for this converter box with minimum

8 "Digital America", Consumer Electronics Association ("CEA"),
www.ce.org/publications/books_references/digital_america/video/analog_slips.asp.

9 There is an additional market for converter boxes for MVPD subscribers.

10 See,e.g., HDTV Guide: The Resource for Information on the Analog to Digital Transition,
Consumer Electronics Association, Spring 2004, 49-50.

- 7 -



capabilities could drop as low as Motorola's stated price of $67. 11 RadioShack therefore

predicts a selection of converter boxes with a range of capabilities varying in potential prices

from $67 to several hundred dollars.

Distribution ofConverter Boxes to the Over-The-Air Consumers

RadioShack takes no position in this filing as to whether the government should provide

financial assistance to over-the-air consumers in the purchase of converter boxes. However,

RadioShack does respond to the Commission's request for information regarding whether, in

connection with such a program, the government should provide a subsidy or procure and

distribute the equipment itself.

RadioShack believes that the government should not seek to procure and distribute the

equipment itself for several reasons. First, the procurement and distribution of as many as 45

million converter boxes and antennas would be extremely unwieldy and add unnecessary cost to

the federal government, which does not possess the infrastructure and does not have the needed

experience in the distribution of such products. In addition, as indicated above, it is likely that

over-the-air consumers' needs will vary - some may need converter boxes for their analog sets,

others may need them for their HDTV monitor, and their needs for different models of antennas

may vary as well. It would be difficult for the federal government to ascertain and properly

respond to those needs in advance. The federal government would also be ill equipped to

respond to routine questions that may arise when consumers connect the boxes and antennas in

their homes.

11 Testimony of Carl J. McGrath, House Hearing.
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Consumer electronics retailers, like RadioShack, already have distribution systems in

place through which they are able to supply their stores with the appropriate range of products.

In addition, RadioShack's salespeople are trained to respond to the personalized needs of its

consumers during the transition. With 7,000 stores nationwide, a RadioShack store exists, on

average, within five minutes from where 94 percent of all Americans either live or work.

Whether they visit a RadioShack or other store, consumers should have the opportunity to

purchase the equipment that best suits their needs. Should the government decide to provide

consumers with a subsidy, consumer electronics retailers are also experienced with the process of

using coupons or with providing rebates.

Conclusion

RadioShack respectfully submits these comments to provide information that the

Commission and Congress should consider in order to minimize the disruption and cost to the

millions of over-the-air analog television viewers when the digital transition occurs. RadioShack

requests that the Commission and Congress consider the benefits to the consumer of establishing

a more definite timeframe for the completion of the transition. With such certainty, RadioShack
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believes that both retailers and manufacturers will be able to better provide consumers with a full

range ofproducts to meet their economic and entertainment needs.

Respectfully submitted,

l-~
dg Esq.

Jenm L. Blum, Esq.
Drinker, Biddle & Reath
1500 K Street, N.W.
Washington, D.C. 20005
(202) 842-8800
(202) 842-8465 FAX

Attorneys for
RADIOSHACK CORPORATION

August 11, 2004
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