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. . . the core of the common carrier concept, namely that a
vendor with monopoly advantage in the market must provide
access to customers without discrimination, remains often
applicabls to basic electronic carviers, a8s it was in the past
to the mails.

Ithiel de Sola Fool
Technologies of Freedom, page 240

Introduction

What rules will govern access to the video distribution capabilitzes of

broadband ISDRK (BISDN? While Fool's 1987 book, Techrologies of Freedon,
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ie s=till the best single discussion ot the gues af accese to
troadband ISDEN, this paper considers alternstive instituticnal
arrangenents for the delivery of video programming over a teslephone

company BISDN and sxamines how these alternstive arrangzments $it with

our current reguistory structures ans how well they meet markeiplace

video programming to the home.
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For each of these models, we will consider the incentives of the parties

involved and explain how the model interacts with those incentives.

Owner/Operator —— This traditional model of programming delivery is the

one followed by most cable systems. The cable viewer pays & one—time
hook—up fee, a2 monthly fee to access a given number of cable channels and
depending on the viewer's preferences, an additional monthly fee tc
access premium cable programming (e.g., Home Box Office, Erhowtim=l. UOnce
copyright fees have beern paid based on the compulsory license, remaining
revenues derived from cable viewers are divided between the cable

svystem owner and the premium Services.

While this arrangement has worked wall in the past, there is & maicr

drawSack: the absence of diversity in cwnership. In other words, one

3

nerscr controls all the communications G.e., programming? which go over
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yther party to the

moany. However, it iz importanh

iy Can have no control over the

ts a3 a conduit and thus is &

L I

seontent—neutral” party. Content and condait are separated -—- at least

at ore level. There is still a single cable svstem operator sitlting
=
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twesn the viswer ang the programmsr.

i this model, the telephons company constructs a telecommunications
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arrangement with District Cablevision Limited Partnership (DCLF), the city
franchiseae. C&%F's role is to build the system and maintain it; the

telephone company will not retain any right of use in the system.
Under this arrangement, the viewer still pays a hook—up charge and

monthly fee. From the viewer’'s znd the programmer’s point of view, this

arrangemrsnt is the same as the owner/operator model.

Hipsk/Gateway —— This method of billing is currently used in France for

the Minitel system as well as in the United Statecs for auciotex and
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Minitel ic a data or videotext service provided over the facilities of the
French telecommunications authority, the Direction General des

slecommunications (DGT). The DET provides white page and yvellow page
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iresz and the rest of the information services are provided by

individuzl informstion service providers. Thess information providers

rmined share (3/78) of the information service revenues and
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remits the rest to the information provider. This arrangement is made

available to any information service provider.
This kiosk billing arrangement is similar to the typical audictex ("9746"
services) billing arrangement in the United States. Audiotex services

include sports scores, jokes, horoscopas, stock prices, etco.

ike the previous two arrangemsnts, in the video kiosk the viewer would

-

in

till pay & monthly fee to acocess regular programming and selected

oremilm services and, like the second arrangement dease—5ac

.,.
e

22, the
telephone company is still a2 content—neutral party. However, unlike both
orrevious billing models, kicsk billing, and the revenus sharing derived
fraom that billing (in this instance, between the progranmer and the

telephong companyl, would lead to reascnably efficient pricing to multiple

video service providers

narrowband and broadbarnd
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architectures will evolve in bringing fiber to the home, we do know the
following are highly likely: (D that this architecture will provide
effectively unlimited bandwidth and thus increased channel capsacity,
perhaps as many as S00 channels: (2 that thiz architecture will include
zubztantial switching capacity; and (3) that this architecture will have

trne ability to meter the various sarvices accessed.

From the t2izphone company’'s standpoint, it szems likely that the
maroinal costs of a fiber system for all types of transmission (VOLCE,

data. viaeo! would ke ilower then the averages
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tz. Thus, strict ms—ginail

cost prizing ie impossible without a subsidy.

viewesr for both telscommuniczations trancmission costs as well és the

- teico would then retain & predstermined
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*Sremium” programming. As discussed above, telcos would find it
financially attractive to carry such lightly-viewed programming.
Mo-sover, & kiosk billing arrangement enables the telephone company to
retain its stetus as & content—neutral common carrier end yet to chargs
ite customers differentially. Conseguently, the programmes could
ascemble & package of services which included the lightly-viewed
programming oF & local television station as & "bargain” along with the

premiu: progr amming.

Eicsk/gateway billing has been successtul in France for the Minitsl
systemn asz well as in the United States for audiotesx and videctext. Trnere
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or for that matter, programming (e.g., REOCs may transmit data, but they
canniot create that data). Reiterating his belief that content and conduit
should remain separate, Greens wrote: "...an entry of the Regional
Companies into the content—generation markeis would be positively
harmfuit’
Ore of the most controversial aspects of both Greene’s review and recent

oninion concsrns the term Y‘gateway.” B a2 gateway is an intertace
+ h: )

Hetwsen twe dissimiiar networks and, as a key technology tor
ceta communications. In accordance with Greenz’s recent opinisn, RBOC
getewsy acttivity must be confinsd to providing sccess o v ideotest

In effect, this

onsumers must
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taks two s=teps (instead of one! in acocossing & particular service. By
loosening this definition of gatewsy, videotext services could niot only ke
ovided more efficizntly, but st iower cost tharn thsy are now. This

concept could alsc be extended to vides programming censrally.
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Lact year, the Commission initiated an inguiry into its cable telco-—cross
ownzrship rules. Comments were filed in November and reply comments
were filed in December. The Commission is still reviewing the issue. Un
the Hili, Conaressman Howard C. Nielson (R—-Utah) hhas filed legislation
which would =liminate the rules. However, Congressional consideration of

that bill is unlikely this vear.

gy modification of the currsnt restrictions on telco—provided videdo

corvices (the MEJ, the Cable Act, FCC rules! will be difficult to achieve in
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Computer Inguiry III Rules.
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1) &t the time the lease—back is agreed to, offering an equal

dezl to zll comers.

) Holding out a continuing offer of a lease—back desal to a1l
com=rs.
) Leasing bandwidth rather than the entire channel capacity ot

ths zZakles, end reserving capacity for future customers. This

or traditional coexial

fas
.

alternative iz probably guite inefficiend
cabls piant, it may nct be sc insfficient in the BISDN world.

he kioski/gatieway approach lends itssld easily to the CEI/ORS world. This

pears to mest ONA cobligstions. It would meset CEI obligations
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if price ang technical parity were maintained between the programming

operation of the telephons company and all other information providers.
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But & key guestion remains. Should the telephone company be allow=d to

acquire and package programming to be offered cver its own gateway™

Cre line of argument against allowing such acts can be basically
summarized by observing that the MFJ prohibits this, the FCC rules and
the Cable Act appear to prohibit it, and that the justifications for these
policies are still valid. The underlying funcamental argument is that the
polist must be restrictad to core senopoly activities or the firs will
engage in cross—subsidy, predatory pricing, and restrictive business

aractices to the detriment of consumers.

But, there is also & line of argument supnoriing such acte. Thst line of

-

argument can be summarized by cbserving thzt the FCC'= Computer Inguiry

TTT rules and new accounting rules were designad to deal with exactly this
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The telephone company offering BISDN services will face a difficult
critical mass or chicken—and-egg problem. Without viewers, why should
program suppliers contract to use the system? Witnout programming, why

should viewers pay for access?

This is hardly a new problem. Shopping malls, daily newspapers, electronic
rnizil systems, technical standards, videc distribution satellites, and long

distance companies all face similar critical mass problems. Shopping mells
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video gatewavys.

=) Msny videc services not cortrolled by cable services (such as
ESEN: are distribsuted aimpst entirely by cable systems and may fear
retribution from cable firme if they chooss to distributes their

programm:ng over & telephone company’s BIEDN. Wireless cabie MMDE?

interssis, SMATV firms, and home s
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redaced the supply of programming to their ingustries.

HE




e

Discussion Draft of August 12, 1988, Flease do not guote.

Act. Eecaucse the kiosk/gateway allows video services of differing value

to pay differing amounts for carriage, it will also serve econodic

effiziercy. It ssparates content and conduit and provides access for ali
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