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Convergence

Digital technology innovation is one of the major drivers of conventional media evolution.  The four big trillion-$ businesses – internet, IT, telecoms and media – are in convergence mode.
I used to be President/GM of Microsoft (China) Ltd and am now heading News Corporation’s operations in China.  I’m not changing my profession from IT to media, as my friends thought, but the industries themselves are actually converging.

China Mobile, the largest wireless company worldwide, now views itself not simply as a carrier but as an information/content provider (a media company?).  Also, Apple is no longer simply providing computers but mobile phones and wireless content (a telecom or media company?).
Industry convergence is creating opportunities and challenges for everybody in these industries, especially in China, given the fact that the country is rapidly emerging in all of those areas.  The recent ‘cultural or media system reforms’ in China make the changes even more appealing, interesting and challenging.

New platforms

Because China is evolving so rapidly, it's taken a great leap forward, bypassing different development phases.  For example, in telecoms, millions of people never used the fixed line telephone but suddenly started using the wireless cellphone.  Also, the first TV set in most Chinese households had a large, colour LCD screen.  The black and white TV set was bypassed.
Over the next five years, I think internet consumption will grow really fast, and play a more important role alongside TV.  But the one platform I think we won’t be able to ignore is the mobile phone – the 500m+ subscribers.  I think wireless will be a major consumer platform in the next five years, playing a central role.

China has experienced a large urbanisation – people moving away from the land and into cities.  And those people are very mobile.  They carry a cellphone from one city to another.  That adds significantly to the value of the mobile device.  Migration has helped to create a large group of people, many millions strong, who use wireless devices as their primary tool for consuming content.
Over 122 million households already have access to broadband, meaning they're able to consume content online, if they want to – accessing video-on-demand and using search capabilities.

More and more mobile phone subscribers (over 80m) experience the internet through their wireless devices.  About half of the people never had a chance to use computers in the past.

TV networks and satellite signals are almost 100% available across China.  It is still the most powerful way of video content distribution.  But TV business is increasingly challenged by the new digital media.  Over 500m cell phone users and 200m internet users have emerged.  They are creating ‘digital content (blogs, UGC, video clips etc.)' and also consume video content either online or via phone TVs.
Advertising and revenue models

If you look at the trend of advertising sales, more and more advertisers are paying ever-greater attention to new media platforms.  In the past, they gave a little piece of their budget to new media as a trial.  During the financial crisis, they are emphasising much more the cost-effectiveness of the means to achieve coverage per thousand people, and seeking packaged deal ‘solutions’ that include not only conventional media platforms but also new media ones.
Traditionally, TV content production teams, who created programmes and sales teams, who figured out how to sell advertising, used to be independently operated.  But not anymore.  More and more of them have to provide their advertisers with so-called  'advertised content', in other words, content or programmes which already have advertising embedded.
In the future, I think more people will consume video content online, and the copyright owners will be much better paid for their content.  As of today, content providers in China are way underpaid.  In the TV sector, the content revenue could be as small as 5% of advertising sales.
Content and formats

They will have to create much, much better TV content.  Today in China, television content is not really well developed.  Less than 20% of content is new.  That will change considerably.  We need better, more appealing, and newer content on TV.

Several new media-dedicated content creators, including Fox Mobile in Los Angles, are creating content specifically to fit new needs – video mobisodes that entertain people in two minutes, rather than 90-minute movies.  For a mobile device, you need to create much shorter, brighter and more entertaining versions.  That requires a different way of dealing with content to attract people's eyeballs.  At the same time, because it's a smaller screen, the content needs to be much sharper, with much less background, to make it readable.
Short-form content could be complementary to movies or TV dramas, using clips as a marketing tool that gets people into movie theatres or watching series on TV.

The role of the broadcaster – old and new
The broadcast TV channel still has an important role to play.  Although we have 200m plus internet users, China has a population of 1.3 billion, so it's still a small percentage.  TV will be there for a long time.  

Just like conventional media businesses, internet content broadcasters need a licence to operate.
Recently, the Chinese government has put a lot of pressure on broadcasters of video content – whether on television or online – to pay attention to the intellectual property or copyright.  That provides opportunities to international and local content owners.  Of course, the content needs to be approved by the authority.
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