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"Ding-Dong the wicked witch is dead"— business eco-
nomic woes, slowed access to capital, technologies fail-
ing to deliver, services failing to fulfill—well, perhaps
she’s not entirely dead. But indeed, there are several
more positive realities on the digital and broadband
frontline at the beginning of 2004, than in 2003.  

Economics 
A number of competitive digital video and broad-

band data service providers reported by the fourth
quarter of 2003 a much improved EBITDA (Earnings
Before Interest, Taxes, Depreciation and Amortization).
In the eyes of most analysts, EBITDA is a good metric
for measuring core-operating profitability. Though not
an indicator of cash flow, the increased reporting of

positive EBITDA figures in 2003 is good news. Other
indicators such as current market demand for advanced
services, available technology solutions, access to capi-
tal and sound business models suggest this trend will
continue.  

Steady increases in penetration for digital video and
broadband data services were also reported throughout
2003. Driven by an apartment resident demographic
shifting from its traditional profile to one that is more
digitally capable and demanding, penetration figures

will continue to increase throughout 2004, although
not dramatically.  

Technology
The year 2004 will prove to be when competitive

service providers posses their greatest access to prob-
lem-solving technologies and services. For all of 2002
and part of 2003, a number of technologies designed to
convert an apartment building’s existing telecommuni-
cations wiring infrastructure from an analog to a digi-
tal pathway were not yet tried. Today, most of these
have long sense exited the laboratories and field tests.
They are actively deployed on both new and existing
apartment properties by private cable operators (PCOs)
and Internet service providers (ISPs), nationwide.
These efforts will result in the continued removal of
certain physical barriers for these providers. However,
mastering the convergence of these services will contin-
ue to be a challenge.  

While a plethora of technologies exist for converging
voice, video and data services onto single wires, there
are a number of challenges in delivering, billing, mar-
keting and servicing these at high quality levels.
Additionally, the omnipresence of certain legal, regula-
tory and financial matters regarding the access, owner-
ship or installation of wiring within an apartment
building’s walls will continue presenting challenges as
well. Service providers will need to work closely with
both their technology and apartment industry partners
to develop equitable solutions.  

Regulations
Given the 2004 presidential race and gubernatorial

and legislative elections in most states, both federal and
state telecom regulatory bodies will be occupied with
matters other than those exclusively related to the
apartment industry and competitive service providers.

"While a plethora of technologies
exist for converging voice, video
and data services onto single
wires, there are a number of chal-
lenges in delivering, billing, mar-
keting and servicing these at high
quality levels."



Larger, more consumer-wide agenda items are more
likely to take precedence. Significant attention or effort
should not be expected on subjects such as ownership
of inside cable television and telephone wiring, or
mandatory access. There are, however, two important
issues to follow this year.

The first is BellSouth’s Petition to the FCC for relief
from their obligations to allow competitive local
exchange carriers (CLEC) to share their networks on
apartment properties. Should the FCC grant the peti-
tion, BellSouth would be able to enter into truly exclu-
sive arrangements for voice and high-speed data service
in new construction. This would strengthen BellSouth
and other incumbent carriers, and hinder the growth of
competition amongst telephone and data service
providers (see Comments of The Real Access Alliance
for WC-03-220 at www.fcc.gov).

The second and equally important matter is the case
of the National Cable and Telecommunications
Association v. FCC. In that case, the NCTA has asked
the U.S. Court of Appeals for the District of Columbia
Circuit to overturn the FCC's decision to include sheet
rock in its list of materials deemed "physically inacces-
sible" for purposes of the FCC's cable home wiring
rules. Under those rules, if cable television home wiring
is physically inaccessible, the provider can be prevented
from removing such wiring when its service agreement
is terminated. The FCC's decision makes it much easi-
er for property owners and competitive providers to
gain access to existing cable television wiring, and so
promotes competition. Should the Court overturn the
FCC’s decision to include sheet rock as a physically
inaccessible building material, the growth of competi-
tion amongst video service providers in the apartment
industry will likely be harmed. (see Brief of Amicus
Curiae from the National Multi Housing Council—
Case No. 03-1140).

For additional information regarding either of these
two issues, contact NMHC legal counsel, Matt Ames
mames@millervaneaton.com, or Jim Arbury, SVP,
NMHC jarbury@nmhc.org.

Competition
From positive changes in the regulatory and capital

environments, to continued innovations in the applica-
tions of technology, several items will remain in place
to positively impact competitive service providers serv-

ing the apartment industry. However, certain other
conditions adversely impacting both will also remain;
fierce competition from franchise cable operators.
These companies will continue stepping up the deliv-
ery of IP (Internet Protocol) voice and advanced digital
video services. However, few PCOs, ISPs or CLECs are
expected to invest in IP voice technology in 2004.
Fortunately, few if any property owners will consider
their inability to deliver IP voice service an important
issue.

The competition over which access technology is
going to prevail in delivering voice, data and broadcast
quality video over the Internet will remain fierce. On
one side of the ring are the local exchange carriers
(LEC)—the local telephone companies—which con-
trol vast backbone networks, but have encountered

obstacles in delivering video service. On the other side
of the ring are the franchise cable companies, which
want to use existing cable infrastructure to deliver
video, data and voice services to consumers. In between
these giants are the PCOs, ISPs and CLECs. This com-
petition reflects the convergence of broadcasting and
networking technologies. 

As for the Baby Bells, these companies will continue
increasing their diligence in reclaiming and solidify
their diluting markets, as well as taking on the last of
their remaining challenges—the delivery of video
entertainment services. In time, this will fulfill their
promise of the triple play (voice, video and data). To
accomplish this, they will access a myriad of technolo-
gies that allow them to deliver digital video over their
copper and/or fiber networks, as well as high-speed
Internet and voice services.  Such video service includes
multi-channel broadcast television, pay-per-view,
video-on-demand and interactive programming.
Today, more than sixty telephone companies are deliv-
ering television services over their copper network,

"Significant attention or effort
should not be expected on subjects
such as ownership of inside cable
television and telephone wiring, or
mandatory access."



most of which include 120 channels or more. 
And not to be forgotten, are the electric utility com-

panies. Many of these have used the past few years to
lay thousands of miles of fiber optic cabling, as well as
investing heavily in broadband power line (BPL) tech-
nologies; converting power lines on the electrical grid
into high-speed data networks. These companies will
increasingly emerge with digital and broadband servic-
es throughout ’04, laying a foundation to reclaim lost
revenues caused by utility deregulation. To learn more,
visit www.uplc.org. 

Summary
Throughout 2004, property owners will continue

seeking viable, alternative solutions to everything from
financing and insurance, to construction methods and
telecommunications services. It is for their continued
and ardent efforts with the latter of these that the
accomplishments of competitive service providers
reported in 2003 will continue in 2004. Indeed, the
marketplace for providing digital and broadband serv-

ices in 2004 will be more challenging and expensive
than in 2003—for all service providers. The cost per
customer for marketing, construction and service will
be higher. The level of investment in technology will be
higher. But many PCOs, ISPs and CLECs are prepared
for this.

The past two years have acted as a time-wise clearing-
house, removing competitive service providers with
nonviable business models. And while this results in
slightly fewer service providers, the companies remain-
ing are smarter, stronger and more competitive. And for
this, both the apartment and service provider industries
will continue benefitting in 2004. ■
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Predictions for 2004
By Bruce Bahlmann ■ Birds-Eye Network Services

2004 will be the year that the price of telecommunications across the board becomes fearsly competitive to the
point where consumers will see combination voice, video, and data packages become available for under $100.
Recent DSL price reductions, bulk long distance packages, and the increasing success of VoIP will be instrumen-
tal in realizing this price point. 

Also, 2004 will mark a comeback for ILECs in the broadband industry as they sign-up more new data subscribers
and deploy widespread residential and commercial VoIP before cable companies.

As far as interactive content, the recent launch of EA Sports online exclusively for Sony’s PS2 platform will cata-
pult EA’s into the forerunner of online gaming companies and force Microsoft to consider adopting a more open
online gaming strategy. 

On the video content front, all major sports organizations will follow the NFL’s lead in creating their own sports
network.


