Back To School 

In part two of our three part series, Private & Wireless Broadband bridges the one gap both MDU and MTU (Multi Dwelling and Multi Tenant Unit) owners and private system operators are trying to cross; knowledge and understanding about the driving market forces, technologies and realities of broadband access. 

So that we can meet the needs of our diverse readership, we encourage comments, corrections or criticisms about each article in this series. We also encourage questions for the next subject, IP telephony. Please send comments, corrections, criticisms and questions to comments@privatebroadband.com.

Joel Schofield

Executive Editor

Broadband 101: High Speed Internet

Old Dogs Can Learn New Tricks  

By Larry Kessler, InteliCable 

For today’s new breed of private system operators, finding a way to provide broadband access for customers is rapidly becoming the key to sustaining a long-term future.  Building a bridge between customers, apartment residents and commercial office tenants to (ultimately) a fiber optic connection is what true broadband is all about. But providing broadband connectivity to customers is obviously not just about providing Internet access, not when companies likes NetZero, Juno and FreeInternet are currently giving free access to over 12 million people. It is about streaming video, IP Telephony, video conferencing and services that are only now becoming available. And of course, the continuing evolution of products and services designed for use with only broadband access is almost hard to measure. 

For a video service provider, the future in competing with the local franchise and Bell companies is in building broadband access bridges for customers. It is critical for private system operators to become familiar with each of their options for technology platforms such as wireless, coaxial, hybrid fiber coaxial (HFC), copper and fiber. It is also imperative that partnerships or strategic alliances be developed to make the deployment of broadband access a reality. Because, as the old adage goes “If you don’t, someone else will.” Only, that someone else is already busy doing so, and with increasing speed. 

Run, Don’t Sit

As a child we were constantly told to “sit down” or “sit still”. The first commands we typically teach the family dog are “sit” and “stay”. Many believe the most prudent investment advice is to “sit” and “hold”. Unfortunately, this mindset has transcended the business plans of private system operators. Given the recent shakedowns of companies like ICS, Global Interactive, OpTel and CablePlus, both new and old operators playing the Multi Dwelling Unit (MDU) game are taking the approach of sitting and waiting. They are waiting to see where all of this “broadband stuff” is headed. Like a possum sitting in the middle of a road at night waiting to see what direction the car will go, there is little hope for these operators. But for those who are willing and capable of running with an aggressive business plan to research, learn, develop and deploy broadband services today, the sky’s the limit.

While stock values for Internet equipment manufacturers, service providers and the dot coms seem to be inflated, they still represent the reality of both the present and the future. As such, successful Private Cable Operators (PCOs) and Multi-Dwelling Unit (MDU) owners agree there are two things that will continue to drive this; 1) the demand for high quality and interactive Internet content; and 2) a fast way to get to it all. 

Research

Before moving forward with a plan to provide both digital video and high speed service, and even after such a plan is in place, it is important to research a) the technologies, b) the availability of strategic alliances, c) market demographics and trends, and d) the competition. Consider the larger multi-system operators (MSO) of franchise cable, companies such as Time Warner, Comcast, Cox and AT&T. They are all working to upgrade their cable plants to perform two-way access, ultimately linked to fiber and taking advantage of fiber’s almost unlimited bandwidth. 

Deploying bundled voice, video and data service over HFC has proven to be successful for companies such as AT&T Broadband and Cox Communications. For others like Time Warner and Comcast, these operators are focusing largely on broadband digital video and high speed Internet access, as in many cases they have found that telephony is better left to the Bell companies, for now anyway. As such, in the cities currently served with their digital video and high speed Internet service, private system operators are forced to take a giant leap forward in their business plans. For those private system operators looking to remain competitive with the Time Warner and Comcast’s of the world, it is imperative that they understand the services offered by the competition, and that they develop a business model that is can be modified to fit individual markets. For instance, in tier one markets such as Dallas, Houston, Denver, Orlando, Atlanta, Baltimore, Los Angeles and Seattle, more capital will be required, as the depth of technology and services that must be provided will be greater. 

The Broadband Toll Booth

Providing broadband access is much more than simply providing Internet access. Providing such access between an MDU or MTU customer is the gateway to becoming the ultimate tollbooth operators. While a broadband connection permits web surfing with greater speed and ease than can otherwise be achieved, this connection is rapidly evolving into a gateway for other services. Such services include IP telephony (see November issue of Private Broadband), and streaming video. Streaming video is being delivered by companies such as Southwestern Bell and US West who have both recently announced such tests, which are producing very positive results.  Broadcasters such as ESPN, CNN and Disney are partners in these tests.

As more Americans continue to work out of the home and give exploding growth to the home office concept (SOHO – Small Office, Home Office), videoconferencing between colleagues and clients is expected to be the most rapidly expanding use of the Internet during the next five years. A broadband connection is required to facilitate this activity.

But before racing off to the nearest "expert" to learn how to bring broadband access to an MDU or MTU property, it is necessary to first access available research tools and to evaluate the competition.  After all, few business plans have ever been successful without first conducting reconnaissance on the competition. 

Research, Research, Research

Considered to be one of today's most valuable research tools is a document titled "Internet Over Cable: Defining The Future In Terms Of The Past."  Written by Barbara Esbin in conjunction with the Federal Communications Commission (FCC), this 100+ page report provides a detailed look into laws, regulations and consumer realities of high speed Internet access via local, franchised cable operators.  Although somewhat dated, this free report is a valuable tool to beginning the journey of understanding trends. Otherwise reports can be purchased reports from companies such as the Carmel Group (www.carmelgroup.com) or the Strategis Group (www.strategisgroup.com). 

As the Internet's only web site dedicated to the subjects of cable, phone and high speed Internet in the MDU and environment, www.multihousing.com maintains a library of articles and reports on the subject of high speed Internet, tutorials and glossaries, and countless articles on the subject.  These are categorized by the different types of technologies and applications for high speed Internet access: Cable Modems, DSL, Ethernet, ISDN and Wireless. By reading articles posted in the Cable Modem and DSL categories, site visitors can develop a clear picture of where the competition is heading.

As Digital Subscriber Line (DSL) technology appears to be emerging as a leader for providing broadband access in the MDU environment, web sites such as www.xdsl.com have also become popular places to learn more about this technology and its applications.   This web site, designed to be an extension of the parent company's, Telechoice core business (strategic business planning for cable and phone companies applying DSL technology www.telechoice.com), is also a valuable resource for learning what the phone companies are doing.

As cable modem technology is also a leader in providing broadband access, understanding this technology is important as well. CableLabs provides detailed information of the use and advancement in cable modems at www.cablemodem.com. 

In analyzing the competition for providing broadband service to MDUs and MTUs, it is not enough to just study franchise cable operators and their status in providing these services. As illustrated earlier, the Bell companies and high speed Internet Service Providers (ISPs) are also providing keen competition. And of course, the wireless companies have yet to weigh in. 

It is also important to study how technology research, development and manufacturing industries are creating new products, new services and fueling new demands from consumers in general. By understanding these market drivers, private system operators can better understand both their customer and their competition.

Today, consumers are experiencing the most significant and dramatic change in technology and technology services in history. The menu of services and equipment available to watch digital video programming, listen to digital music and access the Internet is immense. With the steady migration for each of these services to increasingly be interfaced with the television set through the set top box, it is now pivotal for both system operators and property owners to understand the technologies, services and cadre of service providers. As such, it is incumbent upon private system operators to be able to educate owners. Performing extensive research in these areas and building a library of information allows a system operator to be a valuable information resource for MDU and MTU property owners. In many cases, a property owner’s first line of information may come from a private system operator. As such, it is important to become armed with the facts and information needed to help them make a informed decisions.

Strategic Alliances

To date, the only successful business models for delivering broadband access are those created by strategic alliances between one or all of the following: equipment manufacturers, Internet service providers (ISPs), Competitive Local Exchange Carriers (CLECs) and MDU or MTU property owners.  For operations that have failed, the common denominator is typically from the lack of resources typically afforded by a strategic alliance, or the definition of equal and cooperative partnerships.  But as the gap continues to close in the MDU competition arena, private system operators are forced to develop solutions for providing broadband access if they are to become and remain competitive.

For the system operators not actively seeking and experimenting with strategic alliances and technology solutions, such inactivity is explained by saying "Demand for the service is not high enough," or "There is not enough profit margin to go through the efforts of working this out right now."  The truth is, they are correct.  Nationwide, the average penetration rate for broadband in the MDU environment from any provider of this service is 5-10%. To further impact this fact, less than 50% of Americans own computers and access the Internet. 

Recently, an MDU property owner surveyed 100% of their 5,000+ units.  This survey was taken during an annual walk-through inspection of every unit.  The property profile for each is A+, with high-end rent rates. By definition of this market these properties are expected to harbor the premium demographics for broadband. However, the survey revealed that only 32% of the units even had computers.  So, in one respect, system operators not seeking solutions are correct.  However, where their business plan is flawed is in paying attentions to trends and the future. It is about making the option available. And as discussed earlier, it is about building the bridge to other services and becoming the tollbooth.

It’s the Option, Dummy

For one property owner, a great deal of time and expense has been put into creating a perfect lakeside environment with a deluxe swimming pool (including waterfalls), a boating dock and a series of different sized canoes and kayaks.  During a survey of existing residents, respondents were asked how much of a factor these amenities played in their decision making process.  Over 65% stated that these were a large factor.  When surveying the same residents upon their moving out of the property, the results showed that the average usage of the pool or waterfront equipment was 3 times during a 12 month period.  Broadband access is no different.

Residents may not want broadband access in large numbers today.  They may not want it in large numbers tomorrow.  But what they do want is the option.  And as owners grow to be more keen on the wants and needs of today's residents, they are focusing on making sure their properties offers as many options as possible.  

Franchise cable operators are aggressively building out and upgrading their cable plants to accommodate broadband digital video, music and Internet access, as are the local Bell companies (although at a much slower pace).  Cable and telephone company stocks are at an all time high, providing the much-needed cash flow to enter this new broadband era. 

Combined with decreased costs for computer equipment and the increasing availability of quality and interactive on-line content, consumer demand is increasing.  With these aggressive activities in the market, making it even more difficult for private system operators to compete in the MDU marketplace, the only answer is to develop strategic alliances with equipment manufacturers, Internet service providers and in many cases, partnerships with owners.  But remember, it is not about the revenue margins from the Internet access service from broadband, it is about being considered a viable, long term solution for MDU and MTU owners to meet the continually evolving needs of their residents. 

See Spot Run

It is clear that many of today’s private system operators previously operating in an analog only world are seeking change. For these operators, the availability of options is extensive for technology, strategic alliances and services. Whether the decision is to offer digital video programming, broadband Internet content, IP telephony or a host of other broadband related services, developing a business broadband business model that can work within a number of different market situations is imperative to maintaining a long term business as a private system operator.

The bad news is, some of the dogs in this race are running far behind, negatively impacting the private system operator as an industry. The good news is, many in the industry are running full speed ahead with their research, planning and development for broadband service, showing that you truly can teach an old dog new tricks.  Good luck.
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Sidebars

Broadband
Broadband refers to sending multiple channels of voice, video or Internet data (all at the same time) over a single wire. This single wire can be coaxial cable (the type of cable used for cable television – RG6), copper twisted pair wire (the type used for talking on the phone or connecting computer networks – CAT 3 or CAT 5), fiber optic cable or a combination of these.

The “channels” that can be sent refer not only to television channels in the traditional sense. In broadband, channels refer to data. Channels of data are video images (channels of broadcast programming) for the television, voice for the telephone, still pictures or moving/streaming video images for the computer, music and other sounds for the computer and finally, text (e-mail, documents, chat rooms, etc.) for the computer. 

A type of data transmission in which a single medium (wire) can carry several channels at once. Cable TV, for example, uses broadband transmission. In contrast, baseband transmission allows only one signal at a time. 

Bandwidth

The amount of data that can be transmitted in a fixed amount of time. For digital devices, the bandwidth is usually expressed in bits per second (bps) or bytes per second. For analog devices, the bandwidth is expressed in cycles per second, or Hertz (Hz)
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“It is critical for private system operators to become familiar with each of their options for technology platforms such as wireless, coaxial, hybrid fiber coaxial (HFC), copper and fiber.”

“Providing broadband access is much more than simply providing Internet access.”
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