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I. Tntrodpation

The involvessnt of American firns ip DBS sltarted in
carneat  in 1879, when Comsat, the 1,9, Signatory in
INTELEAT,  Eegsn fo plan an anbitiens sysfiem. In late
TaEz, the Foderal  Gowwmvnications  Commissions (FCC)
authorized eighl coupanias -~ 211 of the seplicants at
At staga - Yo enter highopowsr DSBS, They included
=1 wmajor oowmnications firms s RS, REL,  CQonzat
{“hiaash 34

idlary BIC), spd Western Union, as well

L

wm

S8 The swallsr wventores BBESC, Gravhia, VS8, =nd USSE.
Today, only USER and ROA are Etili mildly Eurﬂuing BRS,
whila all others have eiiher dropped out, or, like €8BS,
are =iitting on the side-lines to hanp uptions.opﬂn for a
futvre high-definition broadassting., A fadv-sired minber
of other fioms have boen in and oot of pRS plamming. [One
of  ihem was Rupecvt Murdoch's Inter--American Satallite
Telsvision Notwork, later repamed Skhyband, which was
anncunced  in early 1953, Unlike +the other project
{except for USCI), it sought to use an existing low power
satellite. By November of 1983, however, a change of
sirvategy was announced, with a later start-up and a more
powerful  s=atellite, However, the plan never becane

reality, )

Iin mid~1285, several projects are still alive,
though not necessarily active; they are the Ytyraditieonal®

DBS projects by Hughes, USSB, 8§53, RCA, NEX and SDT.



Rowever, much more Important in the long run, in my view,
are the plans, preliwinsry in sowme instanees, by the

cable television firms FHBO, TCI, ATC, and United,

IT.  FChanyges in Yechnology

L s pecssesry, at the eviset, to lightly fouch the
delinte  on high  power  wversusg  mediuvm power  DAS,  xn
unavoidabhly techniosl subienk, When ba8 was originally
conezzived, the loternetionsl WARC-77 vonfersheoe aoigraed On
A pecEsdary s8ignal powey of 62465 Jdbw,  raguiring
taavelling wave tobes of 230 watts, and a weceiving
antonns of L9 wstars, {To reduce it o .6 moters wonld
raguira a donbling of P In ocompayison, reaular
lﬁwmpﬁwﬁr comgunicetions satellites would reach 36 dbw,
with 9 waitte of power. iz led to plans of very big,
very axponsive RS satellites wﬁase Untegtéd techndlmgy
rermiired also vedundant satellite= as a giand-by. 2
high-power hesam also means a smaller tfootprint," and
thus reqguires more satellites, while providing fewer

program channels (hransponders) per satellite,

Comsatts 230-watts S5¥C eystem started with a pléan
for four satellites for the United States, with a total
projected hardware cost of $400 willion. This was
eventually redvced, as the number of satellites was
scaled down to twe, and then to ona. The attached table

from the authoris recent book demonstrates how




npfavorably the econemics of such a high-power DEBES
compare to those of rival delivery systams, (11 Noam.

ed., Video Hedla Cowpebition:  Reguelation, Econowmieos, and

Technology, Oolunbkia Unlveveity Preess, 1985, based on
Cigures provided by Jane Henry in that volume.) The
folkle shows the 3%C high-power UB3 system fto regquire $75
in oapital  davesitment  per U85 boussheld reached  and
wEooran cnspnel supnlied, in couparisen o its more down-
to-earth rivals cable television (S17Y, ¥MDS  ($18), and
SMATY [S12).

Satellite brosdesating technolesy, however, ohangad
the fvanamiszsgion power reasuivewment. O the cone hand, the
Bigh-power tubes preved Eecohnieally more difficult than
awpacted, 211 three u.'fa];a}'n'—:a:.e c0-wathts Transwiiboers
Lbroke down within two vears, and a socosssor zatellite
farad even worse. T:'.—'-t‘..‘]'h.":.iﬂa]. problems have also plaguoed

the French-Qerman 230-watta DBES satellite co-production.

A% the s=ame time, it became clear that a wedium
powered satellite would ke cheaper and more effective
than previously expected. Transmission, amplification,
antenna design, and noise reduction technolegy have been
adding the eguivalent of at least 5 dbw in effective
zignal strength, anccording to  the EBSts  technical

director, Bryce MoCrirrick, {Connnecticns, 14 Jan. 1884,

p. 5}. Nor did rain attenuation prove to be as nuch of 3
problem as feaved. Thus, it became possibkle to conslder

satellites which, -- in relation to earlier predictions,
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~= ould have wmore program chanmels, or yeguire smaller
antennag, or cowbine hoth. In the Western Hemisphere
fRegion 2}, the reguired DBES signal  strength  was

theveforse reduced from 6265 dbw to 55 dbir.

it oshowld be woitsd that tha 3.8, has several
advantages relevant to DES power reguirewenls over mosh
Jl.

other lndastyialized couvntries, in that its 2%-line HTEC

Lransmizelion format nends a kBandwidth of only 4.2 MHe, in

canivast o Ths 5.3 gz of & 625% line PAL of S5ECAM
transmizsion. This coryesponds to a3 furiher aein of 2.5

dbir,  thongh 2t the =xpens2 of  lesser dofinition of

ploisres. Furthermneore, Aaevicans do ask have the sase
political  piablams s Buropsans bn sooepiing a  lower

gquallity S sigral at the edges of $he fool-print, i.s.,
in providing dnferieor service to outlying arocas. The

—

guslity wf Americsn TV pictiure wvaries widely, partly for

woonoaic reasons, and partly as the price for a poliecy of
localism in broadcasting, which leads to huandreds of
different stations with signal strength +hat is by
necessity limited. Lezs powarful satellites are

therefore more likely to ke acceptablé in the United

Staltas than in some other countries,

For these reasons, the trend in the Us iz, at least
for the moment, towards medium power satellites, and it
converges from both directions: "pure" DBES prcjecfs have
gealed down thelr power demands and found medium-power

technically adeguate and economically superior, and,



=qnially Importantly, eable television program petworks,
which have previeusly been users of low-power s=ignals,
are beginning to eye the stronger signals of medivm power
trapsmission which oan be marketed to housenolds as
"patellite-direct® in these asreag where csble televisiaon

in unavailable,

I Februsgy 2335 the Foaderal Comenicatiocns
Commicssion has initvisted sulomaking wrococdings for DAY
Cachnics] standsrds, ¥L bhas dose so reloctantly, dus
) .

Lo 1te devegulatory  philosophy, and baoause  that  the

techpology  is #2111 too  smch  in Flux. fwe  fuad

W

srancialtions {(the - DR Aszociation and the Eleotvyonic
Todustrices  Assooiation) havé aloe been workiog .on
aatadlishing voluntary standards, ) But throngh indiresct
action, the FCQ hes, in effect, alrvesdy =sstablished 100
Wwatis ag the 5tanﬁaré oy meEdium power DRES. iHughes, RCOA,
Antaras, NEX, B.8.8., 50T, all wplen Tor 100 watts, NEX
had initislly filed for a lower power system, bt the FOC
returned the application for upgrading of power. {Most
prmjewts; by the way, aim for a guarter ocoverage of fthe
U.5. at 54 dpw. Hughes alms at half coverage abt 51 dbw
with 16 channels.) Dominion has downgraded its planned
satellite from 220 to 100 watts. The only high-power
proposal still on the fable in the epring of 1985 was
that of UVSEB with 240 watts (two satéilites covering the
lower 48 states at a mignal strength requiring .45 meter
dishes, or, alternatively, a single satellite for the

entire country for a .6 meter antenna.



At least ftwo medium power systens are alrveady
available or will be soon., Hughes has been positioning
iteelf for an important role in the Ku-band sinilar to
tha ene of its low-power cable-oriented C-band satellite
Galaxy F. At her Fu-bhand satsllite, lsusnched in April
of 1885, iz GPE's G5TAR T, with 3 chawsels Yo both coants
af the nited States fmr 1~-1.2 estsr dishes, 4 haz bhesn

the intended upcraded carrier for the Yate U50I verlure.
3L, The Fnevgsaoz of Backyvard NRS

For all the waelk abount DHI, only one Hrealh BRS

id

E .

L

myetom hag Adctually aver opers

T

d in the U8, Bs507, a
consortive of Pradeatial Tnsuvarnce, Gzperval Tnstozments,
#nd  the Galesi dnvestor growvp started service in late
1933, By March 31, 1385, The wonpany had barsly 10,000
subscribers, was deeply in debt, and ceased operations.
It was nét even able to attract encugh interest in its
considerable tax~loss carry-forward. From ite digmal
experience, it would be natwral to conclude that PBRS is
dead in the United States, and wmany commentators have

done 2o, taking further nnte of the xapid penetration of

video cassctte recorders in recent vyears, And  yet,
paradoxically, one ocould with egual Jjustification
chaerve DBBES to he alive and well, ang gaining the

interest of a new and promising set of major media

Iirms. How is this seeming contradiction possible?




The answer is that DBES had developed in ways not
anticipated by the original planners, both governméntal
and corporate,  Thelr coneept had beaan state-of-the~arg

eagineering. Such "supply~ side" telavision (which has

parailels in Western BEuwvope, wherse PBRES proved to have
appaal  te high-tech fitas in zearch  of movernment
contracls) izssed The  packe breoause it generally

nndereztimsted the svheoriber snd software parts of tThe

B ineing customey  zervice, program  sueply, and
subacoibaer bDilling, Yet while wajor corporations
foovndered in "real™ RS, 211 aeross the United States a
®lpmand-sidel or L ETR R by i ey gad viviually

cvaontaneonsly Trom the consovaey oad, Spearhesded by do-
1i-yoursel fers and wromoted by 2mall businesses that only

yesterday may have gold water-bedsa, bundrvads of thowsands

of prople wet up satellite swiennas in their bockyards
and Tarms, he home Tdish¥-snicmas (CVEOS) monber now
wore whan o a willion snd aftan are a status syuabhol:

they very visibly proclaim temhniaa} and  financial
gsophistication and firsncially shrewdness in getting a
wide program ophion legally for Hfree," including
channels such as Home Box Gffice {HBO) or, better'yet,
the Playboy Channel, satellite for which cable
television subsoribers must paf. Reception is not really
free, of course, but the equiﬁmgnt price for a simple
T¥RO has come down to $1GGU and less, and the channels
available number up te 150, if one is willing or able
tc train the antenna onto different satellites. (At

Columbia University, a special 190-foot antenna tracks the




non-ztationary Soviet Gorizeon =satellites, and receives
the evening news from Moscow at a beiter picture guality
than that of the CRS evening news originating a fsw dozen

clty blocks further souith in Manbattan.)

e k= zleitent In this spraadin hernreenon on the
¥ ! E

i onynd is the eguol sxpansion in the sky. Fueled hy
the nhanomenzl sxpanzion of  wahle television (36
miilion subsoriber honseholds in 1235, corrosponding te

42%  of  all IV-honseholds, up o feom Ehe 11 million
sUbmzriliers a decade zaxlier)  and the drop in sstellite
trapsponder costs  {(chesper electronics and launchas), a
Tavge wonhsr of progeam suppliers have smeryed to £ill
fhe  wolti- chrabnnel  eable wadium with a wvaristy of
program Waxes ranging fvom the Eternal World Televiszion
Hoetwork o the Pleasure Chainmmal. A1l rhis can ke
received withoot payveaent whatsoover %o the pProgram
providrra., Tn fact, wntil wvery recently, no nechanismn

wag in place that wonld have permitted an antenna owner

willing to pay a fee to the program supplier to do so.
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1¥. The Response of the Cable Indusiry

A3 long as the nunbers of fthese private hackyard
rerelivers was small, the oable operators and thely
Erugram providzrs conid shrug oiff - the macvier as a
trangitory densnd caused by the ofton torivows process of
mirnlains) cable frapehize awands., Thay only drew the line
whare such  prograsming was  resald te third partles
without perasiession snd royalty opoyieent, {In the cnpe of

several Tarithean countirics, D5 owogram gupnllers have

hoen poewWerless  bo oabem tThe uvnzuthorized oonpereial
diztribution). However, with the arowing muthers of

TVRD  ocwnsrs, 10 became evident bthat direct satellite
brosdeasst reception - Yguasi-DESEY -~ wasg pot bransitony

T

mut hewe fo stey dn (8} low-densiiy sweas that are not
1ikely o Le reached by wable; (B in cabled wurbkan and
sulbwrban settings when viewers szek to aveld payment of
the noet insubeiantial cahle subsoripbion feos. {This
trand has accelerated since 1983 to the point that
reportedly one third of TVRDO sales are now 1n cabled
areag); and (¢} 1n apartment house settings, where
landloxds are setting up unregolated SMATY  (Satellite
Master Antenna V) distrilution. The potential and real
revenue losses  galvanized the cable inﬁustry into
legislative, Judicial}, and organizational action. it
alsge led the aable industry te begin recognizing the
potential of the markert, and to wview it as a natural

extension of its activities, and as an opportunity rather

than a rival.
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The-trend towards hackyard antennss bas clasrly been
accelerating, According to a 1985 mar¥et survey, &0% of
nrkan dwellers who own a YVRO antanna bought it during
the past yemar., In mral homes, 33% bought it within the
past yesr, of pew buysres, 33% hed cvable available {o

ihem, wp frem I5% in 1982, ({(HMultichonnel HWews, ®May 27,

1245, p. 7).

Phng, events in 1485 bave dewnonstrated the viability
of "unergsninoedt DA, snd wavk the begimning of organized
LR35 wunder  the lesdership of the eabhle television

Trdustey.

There have heen szveral approaches to stop backyard
satellite regoeptlong. e approach  has Iz2zn for
wunicinpalities o ban  TWROs,  partly for sesthetic
reasons,  apd  paritly  heczuse lmmal- governmants are
typically 5% pariners in the revemies of cable companies,
and wust protect the latters' ability te cross- subsldize
service in  poor neighborhoods. - Almost SDﬁ such
ordinances have hbeen paséed_acrcsé the country. The ¥FCC
is considering regulations that wonld preempt such local

interference in interstate communications.

Calzxle companies have also challenged the antenna
vendors in court, arguing that they knowingly sell
equipment used te receive unauthorized signals. However,

in a recent case, a federal judge in Kansas ruled
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against a cable company that had tried to stop the

sales by such a dealer.

Murh more effectlve, however, iz to go the the
Eodrce of program supoly. ror DBES to have n ocommeroisl

=

Foundation outside of the pirate market, znd for cable

cperstors fo be protoected Teom Yirgs" DEE, tthe Xy
zeonomic  condittion ef excludabnility needs: Lo be
Tulfiiled, Sorambling of ths signsl is thus baing
intsodunad, a3t a Euhgtaﬁtial cost, hy HBO, the wparket

Yeeadar,

Intarastingly, cosmaerocial television potworks, whoze
progrsns sre fves, 1.e. advortiser supnorted, are alzo
considering sons soraubl ing. For exanple, Joolball games
often are regerived o be Phlacked ound" in the ayveas in
which the gamos re playoed, but sowe bars sre showing
the leocal feawms! gawmes recelved via the national
pelwork matellite feed, and are able to charge

admission.

The scrembling idea began as a defengive move to

mtop piracy., But it immediately pointed to a
commercial potential, by making it possible, e.g., for
HBO to sell its programs retail te satellite viewers,

instead of wholeszle through cable operaters. Payment

1
1
i
1
!
1
i
i
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for recelving broadcast signals has been fought by SPACE,

The feisty TVRO industry and usexr aszsociation, which
Tas argued on constitobional grounds for the right to

freely broadeast signals put Inte the public airwaves.

Szpator Barry Goldwater, always the champion of high~itcch

individuslism - el owner of  his  own  dizh -
suceessTlly  sponsored 1 the Fondmark Cable
Comimmieations Policy A0t of 1934 a provision that

guraranteed Thae wlioght to veceive for wrivate wviewing any

satallite charnnel withont payinsnt obhligaition, unless fhe
supnlier incrypted  the signal  apd had a marketbing
mechanisms in place Lo supply thase programs.  Thos, #f
he =ateliite progrems are not zatively retalled to
paitellite antenona users, they can be leaslly picked up
for frea dn pon-csbled apess, This l=gislation ciecates
an  dmzentive for the wore popular of The satellite

£

charoels Lo gat Up oA S rotailing sysien, at least for
nan-ashled areas, iz would dnvelve the pruvisicn of
retail descramblers and codes. {A different approach,
taken by Turnér Broadeasting, has bsen to declere that
payment  is owed for non-serambled sjighals. one
suspects,  however, that not many TVRO owners  will

voluntarily send Ted Turner the 525 per month he has

demanded) .

It is very Important to distinguish between a cable
program supplier's desire to set up such a direct
marketing system, and his ability te maintain it in a

competitive environment. HBO is asking, in effect, =a
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TVRD owner to pay %395 for wunscrambling equipnent,
fwhich would be incompatible with many of the TVRos,
thus reguiring further costly modificatisnz), and a

maninly fea of 512.75 thereafier. Why would a hackyard

pirate be willing to be thus Jdomesitiicated? True, HERED
is the mast ﬁapular pay channel, bt There are other
movia chernnels, too, which one can walch insiead of
ABd,  and  with liitle loss. For @0 to s=iogn  ap

sotellite viewsrs would yeguive other channel epupplisrs

to migvate o socvanbling, fToa, and soften a2t a high
cost, Tt is tharefors not snrprising that HBO waz not
anitially joined by cther pepgram supplisrs in a Jolnt
Wergrramh] mdg pﬁ?kﬂga.h

There is, of course, another pmaﬁihility of creating
an . sooionic Tousdstion for hybrld 233, if.e., To Fol e
the traditionsl patiern of Awevican brosdoasting and
hacome advertiser-supporved. Bore specifically, the
satellite  signal could have advertising mnassages
inserted into. programs, which the Meatellite-direct?
viewer wonuld have to watch. The cakle opevator, who

receives  the samwe  programe  for - re-transmission  to

houszeholds via cahle could either leave the commercials
in place and participate in their revenue, or excise
them. Several minugtes of lag  would acoumilate

periodically, but there are few programs where real-
time is important. A more serious issue iz the

ascertaimment of gudience =ize for purposes of
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advertising rates. But that scems to be a manageable

pronlam.,

The economic viability of such a system would be

for mwapy program suppliars more realistic than the
"Technolegicsl Fix" of  scramblers, decoder hoxea,

pational billings, and ocollections sysiems in & world of
(2} Cgmoetilive program sueply and {(B) &2 million hackyard

salellite antenna epthuszissts for whaom “fres® DES Seoms

alnwst a mathtey of peinciple, and whe ave supported by
I entre?rﬁnmdxial infrastrociare, To  eucceced  in
serembling, the major proegram suppliers would have to
behave  oligopolisticslly, i.e., to Figree an jolat
agﬁimn, a2l Be able to enfounce such acbion, Tn tha

paat, they were not able to do so. Thipoiore, the recent

phingaisled From

-

interest of *the cable ggggéﬁurs, as i
e proggam providers, i of significance, Any majer
cable Dperafmr, in effent, covld he the ﬂrganiﬁer of &
Fecrambling cavitel, " by insisting on carrying eonly those
programs which have been serambhled by thelr providers.
The program suppliers, one must wnderstand, face in each
market a mopopzonist {(the cable operator} and are thus
dependent on ite goodwill. A TeT ar ﬁTc = the two
largest cable multiple system coperators (MS0s} -- can for
example shut out a non-agreeing program supplier from 3.6
and 2.5 million subszseribers households, For the cahle
operatoy to insist on scrambling makes perfect business
sense, since the free satellite reception of unscrambled

signals diverts some of its customers.
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Thu=s, the concluslion emerges that the nmajor program

suppliers will have %o convert to serambling to stay

compatitive ag a suppliar o cakle operators, Ardd,
chnce the scrambling has pre-emptad meny of the Mipee®
zatellitae progeam  chanoels,  many hackysrd dish

raivers ALY have e gradgingly beoome paying

sulrsaribers,

Grize wicast satelllte progroms sye sovsmbloed, nobt only
Bre cable apzrators prefected from sa evosion of Lthair

e

mubscr e base, huh 1t is feazible Yor them to enter

soranbliad DBES distribution themselves, either on thelir

OWIL, O, Wdie realistically, as local agentis of program
suwopliors such as HBO. Henee, ope would oxpeot to =zae
The M08 with D8S intearvest at the forefront of the

praszure Lowaeds sovambling,

VI, cable Operator Inveolvement in DRES
To conflrm this theeretical argument, & guote from
the major cable TV trade publication Eultighanngl_ﬂgﬁg

iz instruckive:

ATC [the second largest Mso and
a sister company to HBO] Chalrman
Trygve Myhren said he was prepared teo
drop from all ATC systems any service

that declines to scramble  its
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signal... He =said ATC's obligation to
“its stockholders and its  waying
subacribers wonld fovea 1t to refuse
TO  Carrcy a1y seivice that is
Minviting  piracy® by Failure to
scirambhle ... He esaid he has  been
olding diseusslon: with programmers
on the malier and that “ihere 15 2
raceptivity nhereiﬁ

United Cable wresident Fred
Vierea nplzo last week gave & ringing
andorsemsnt To the &cﬁpera{iva idea.
Four atiitwile about this ls that the
industyy doesn't have a bhigher
priovity than fo aet these signals
soerambled, " he waid., "Wetll o supoort
anyihing +that @mskes sense and fIe
prepared te  do  battle with the
programers on this " With the
hankiné of ATC ... and United ... the
_TCI proposal appeared last week te be

gaining strong momentum.

[rast

liichannel News, (May 27, 1985, p.

13

It is significant that the companies mentioned -
ATC, TCI, and United -- have an active interest in DBS,

TCI had been seriously negotiating to pick up the
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financially eollapsing DRS operatlion USCI, which, it
way be recalled, was the only operating *real®™ Anerican
DES syetem, TCI, according fo the trade press, is

negotliating with RCA for all 16 trsaasponders on Satcom K-

I, a ¥u-band satellite to be lavnched in Decenber af
YTER, it reporiedly plans ko nse these transponders
Wwith cabie nrogram suppliers, and o offer  thenm
diveotly 25 B8 Tor 1l-meber dish vocnption.

ATC is  the sister cospany of  HBD, which s

seramb:] ing its signal snd does noet wizsh o be left oot
on oa  limbk by Laisg  the only sorawbhling  wrogram
provider, HEO hasz apnmounced  its plan fe offer a

Fratollite-direct? package of the HS0  channel snd  of
Cinensx. For aveas with wcable franchiszes in plsce, it
will have csble wperaiovs act as its agenits, in charge of
seiting  the local wates, activate subscriber decoder
Doxes, and he rasponsible for billing and eollection of
payvinent. They, in tern, could sub- Yicense otliers for

theae tasks, =uch az matelllte antenna vendors,

Programs would be unscrambled through M/A-00M
VideoCipher 2000 E which can handle up to §0 channels,
In addition, that eaqiipment could bhe uwsed for future

zatallite pay-per-view, electronic mail, and teletext.

In areas outside of a cable franchise, HBO will
distribute unscramblers through satellite equipment

dealers and majoy retailers, with billing by HBO directly
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Ly mail {$12.75% for ane channael and $1%.8%% for two) or
threugh its agente. These ocould, accoarding e HREO's
plans, include M/A-COM iteelf, or cable MSO0s such as

TCT and A7,

Similar interest in BBES has been shown by Undted
Cable Talavigion and Cox Coswunicastions, (another major
cable MBSO} whiech have foimed in ¥Maveh of 193%, throogh a
aamnl ey iranaautidn involving a -ﬁubsidiaxy, the DES

veniure EAntsres Zatellite Corp.

{En dpteresting vardant has been the offzsr by one

Comany, 580, to program suppliers: it would pay For
The ecorzabling and mseranbling of their signals, in
retien for the suaolusive righis ror C-izand low pouver
Miteeott DS rebailing. So far, the idea has  nok csuyht
I, }

In sum,  several major mablé operators have bhecome
enthusiastic ashout. scrambling, after being Iuke-warns
abeut it for years due to dts cestliness and slightly
ﬁegréded picture gquality. 'They now support it both as a
defensive move against loss of guhscribers,_as_well as
offensively in order to expand their operations into

DBS retailing.

In effect, the million-plus backyard antenna owners

would be 2 the foundation for market expansion; with
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medium power and simaller, cheaper dishes, many other

vsers, particularly in rural mreas, could feollow.

he largor Flems ave beginning fo gee themselves nob

BE cshle conpanles, but as retailers of proygrens,
whelthey hy copventlenal broadoast, or ovver cahle, or
Slrectly Dby satellife, Oona  pirroblem i=  the
Fraguamiation of fhe gehle dndostoy. Standards setting
iz pervicolacly impar?xm&ﬁ in thiz environment. The

Hational  Cable  Televisinn  Assooiation s is thoreforas
planning a "poneprofit cooperative® to facilitate the
introfuctijon of saranbbing,  FEmecging s the induvetry
standzed is M/R-COMPs Videotiphar ¥ system adopled by
HED, with sulstantial esocyplion Tor auwdio and a "sofi"
one for video, (Broadcasting, July &, 1485, . B8},
MAA-00M is sebtting wp A conputer  for  centalizad

surambler  authevization: for the vse of all program

DIroviders,

T™he term preasently wused for low-power encrypted
guasi-pRs is "C-band direct.” C-kand 1s the primary
band_for low-powar satellite feeds td cable operators,
TCI has - been actively conzidering medium-power =service
on the Xu-band, as wentioned. By having the cable
operators active in euch a system, it reduoes the
poegibility that it would be used Iy nutslders to Invade
cakhle operators turf.- However, the concept ralses
several touchy intra~industry issues, First, if a

cable MSC would control suach a "Ku-direct" satellite,
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what would =top it from Invading via DBES other cable
operatorz! territowy? Similarly, by creating a Ko—  band

service undsar osble operateorst centrol, It would extend

i)

thelr netwoerk vavkically - in the literal sensa nf the

1

vy el v and  eneroach SR programn _supplierﬁ.
Furthermore, such a czhle/DRS dlistribmar would also
comwste  on the ground with the vefsil DBS markeving of
Thizee progeam supplicrs wiho borsus DBS distributien on
their own, @23 who abt tha sswe tiwe desend on the cable
HZ0 2o yeach their cable asvbaoribors,

r

The wmove towands scrsmbling has oot been withont

ooditical oppesiidon, 1.8, Reprassntative Willism
s iR (D.~Ta.), &0 tnfluential by of Tha
Coelaconmemications subcomaiitee, has intradveed 3 bill
For the “fatellite Pelsvision Viewimg Righte 2ck of

185" that would enshle the FOC 4o wognlate prices of
morambied signals, 1f acesss Lo these signals had  beoen

fepeded or denled.

Discrimination bhetween cahle and satellite prices
for +he pame programs, and regulrements to obtain
descranhles from N"specified scurces” would ke illegal

under the proposed  legislation.

Another bill, by Rep. Judd Gregg, provides for a
Z-year moratorium on scrambling. HNeither bill i=

likely to be enacted,
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ViI. Conclusien

The entry of the csble ipdustiy's top M50s into low

511 medivm power DRS cchangss  the pature of the
AnduetEy,. DAS had hoon agvanssd by satellite firms
such a8 Oomszt, or by undescapitalizzd entrepranains
ziteh ms GSCE, ard was weak bath in progranm BrovN] 5100

and the oushomer/anarketing  links of the _chain b3
distribution, "Pure® DB5S alse emerged when saiellite
cosits woerve higber, and the size regquiremants of antﬁnnés
greater, My 1985, however, large cable operators have
besn =dging 1nto DES, proparing the macket by gebting
program suppliers o oovasble thelr signzls. How, some
cable Maos ooneider sibering DES distribution in wncabled
areas.  To do so, they sre copsidering, st lzast in the
Gane of TCY, the Ia£g95£ M50, to move prograg satellite
Teeds from log-power into medivnm-power satelliteé, S0 a8

to e able to wore easily serve both gable operators and

direct zatellite receivers.

These dJdevelopments are important, because they
constitute the first attempts at DSBS that._maf' well
sucosed. The pieces are falling into place. DBS will be
mainly -a supplement %o cable rather than a competitox.
Or, more accurately, it could ke the supplement to
several large MSOs=s, wheo then would have at their disposal
the delivery system +to invade other cable filrms!

Territories. On the one hand, this may make the cabkle
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market more competitive by reducing the insularity of

ITranchisees. 0On the other hsnd, it should increase the

concentratinn within the ratesil distribution of
P E R0 . And it weduces the abhility of progream

4

soppliers te ochooze the fourmat f=cramlling, advertiser

FuppRort, pay per visw) under whinh they want to ocoeraie,
it puts ithem in & posgitien of heing at once depsndent
suppliers io  fha mMECE  as well =25 thelr  potential
competitors In L83 retailing. From the perspesciive of at
lerst some progeas supplierss, thé positive side to these
developsents 1s that  they are being organized  inte

collective sorsmbling, which is a precondition for pay-

The ceble indusiry (opervators snd vrogram suppllors)
RES suceead In s field as 3itierad with shelved plans
as RS, becsusze  they aslrsedy are  oxpoerienced  and
spocessiul in videa program packasing and wetailing.
Thoy alieady have lecal management, maintenance crows,

and a paywent collection mechanism in place,

All of this casts a.pall over the "traditional" or
"pure! PR3 industry. Realistieally, the cable industry
is financially vicher, politieslly stronger, and
cperationally more experienced. Hence; traditional DBRS
projects may be in trouble, OB5 as such, however, may
have finally an American future, as a medium-power

hybrid to cable television distribution,




