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THE KATE BULKLEY INTERVIEW

Roger Lynch, chairman and CEO of Video Networks, talks to
Kate Bulkley about the company’s roll-out of DSL services and its
relationship with BT.

I
t’s been a long road for Video Networks but now you

have about 15,000 subscribers to the HomeChoice ser-

vice in London and plans are afoot to double the number

of homes that are able to receive your services by this sum-

mer. So, what is the growth trajectory for this company?
The trajectory is to both continue to increase both the markets
where we are and to continue to expand the market coverage. So
you’re right; we had a good quarter last quarter and a lot of sub-
scribers within the footprint, which is still relatively small at 1.25
million homes. We are now hard at work almost doubling that
footprint. For us it is about continuing to get significant market
share in the markets where we operate and expand the footprint so
we get the compound effect of our growth on our business.

YYoouurr ddeelliivveerryy mmooddeell iiss vveerryy ddiiffffeerreenntt tthhaann SSkkyy oorr ccaabbllee.. YYoouu aarree
uussiinngg tthhee BBTT tteelleepphhoonnee lliinneess ttoo ddeelliivveerr ccoonntteenntt aanndd ootthheerr sseerrvviicceess
ttoo ssuubbssccrriibbeerrss.. NNoo ootthheerr ooppeerraattoorr hhaass cchhoosseenn ttoo ddoo tthhiiss,, aanndd oonnee
mmiigghhtt ccoonnjjeeccttuurree tthhaatt tthheeyy hhaavveenn’’tt bbeeccaauussee tthhee bbuussiinneessss mmooddeell iiss
vveerryy eexxppeennssiivvee.. SSoo,, wwhhyy aarree yyoouu oouutt iinn ffrroonntt oonn tthhiiss aanndd wwhhaatt hhaass
bbeeeenn pprroobblleemmaattiicc aabboouutt bbeeiinngg aa ppiioonneeeerr??
The reason that this method of delivery hasn’t happened in the
UK yet to any scale is because local loop unbundling (LLU) regula-
tion in the UK has been slow to come. The rates for LLU were very
expensive up until June of 2004. In fact, the only country in the
EU that had higher rates was Luxemburg, just to put it in perspec-
tive. Ofcom forced BT to lower those rates by 70 per cent in 2004,
which then made it economical. Now you have a lot more people
talking about doing LLU and one of the natural things to consider
if you are building out your own network is what else can you do
with it, like television. Now, the UK market is a pretty competi-
tive television market. I don’t think it’s enough to come in and say
‘Oh we have some broadcast TV channels and we are going to bun-
dle them in with broadband and telephony’. It isn’t enough
because you’ve got Sky rolling out Sky+ and you’ve got cable
rolling out VOD, so you have to have something that is a compet-
itive and differentiated TV offering and that gets expensive
because the whole on-demand side of it is technically a lot more
complicated and more capital-intensive. Because this company has
been at this a long time, we have those capabilities that the compa-
ny has built up over the years and we can deploy it now. Someone
new coming into the market has got a lot of work to do.

YYoouu ssaayy tthhaatt VViiddeeoo NNeettwwoorrkkss hhaass bbeeeenn aatt tthhiiss aa lloonngg ttiimmee,, wwhhiicchh
iiss ttrruuee,, bbuutt tthheerree hhaavvee bbeeeenn sseevveerraall ddiiffffeerreenntt bbuussiinneessss mmooddeellss.. TThhee
LLLLUU ccoossttss ccuutt wwaass aa mmaajjoorr ttuurrnniinngg ppooiinntt iinn yyoouurr hhiissttoorryy bbuutt bbeeffoorree
tthhaatt tthhee ccoommppaannyy hhaadd bbeeeenn cchhiippppiinngg aawwaayy aatt ggeettttiinngg tthhiiss bbuussiinneessss

uupp aanndd rruunnnniinngg.. SSoo,, wwhhaatt lleessssoonnss ddiidd yyoouu lleeaarrnn tthheenn tthhaatt aarree bbeeiinngg
aapppplliieedd nnooww aanndd tthhaatt hhaavvee ppuutt yyoouu iinn aa bbeetttteerr ppoossiittiioonn vviiss--àà--vviiss
nneewweerr eennttrraannttss??

One lesson is technical: our expertise in how to deliver on-demand
content over digital subscriber line (DSL) networks. There has
been a lot of learning there. But even more importantly, on the
product side: what do people want, how will they use it, how do
you get them to use it? The fact is that people on our network
spend a lot of time using our on-demand content. If you compare
this to US cable operators, their VOD might only get one-tenth of
the on-demand viewership that we get. Why is that? Well, it’s
because our products are really architected around on-demand
products as opposed to on-demand being an add-on, or an after-
thought.

SSoo hhooww yyoouu aaccttuuaallllyy ddeessiiggnneedd tthhee wwaayy tthhee HHoommeeCChhooiiccee ssyysstteemm
wwoorrkkss iiss wwhhyy yyoouu ssttaanndd oouutt aaggaaiinnsstt ccaabbllee ccoommppaanniieess,, bbootthh iinn tthhee
UUSS aanndd hheerree iinn tthhee UUKK..

Unlike a cable network where subscribers are using a shared net-
work - meaning there is a limit to how many people can be using a
uni-cast traffic for on-demand activities - in our network architec-
ture that connection, that phone line, is all yours. There is no one
else using it so you can use it for broadcast or on-demand. It does-
n’t matter because it is not shared bandwidth. So the inherent
architecture of our network is such that we have much more capa-
bilities for delivering on-demand. Remember, we started with
VOD and we added broadcast services. So we created a product and
a user interface that really integrates the two. In a cable home you
have to go, for example, to channel 107 to enter a VOD world. But
with our service, you are already immersed in it when you turn
our service on. Even if you are watching BBC1 and you want to
watch some BBC1 programmes that were on last night, within that
channel that you are watching you hit the menu button on our ser-
vice and it brings up a replay guide of those programmes and you
select one and play it. That on-demand functionality is integrated
into the broadcast. Plus, if you are on our EPG you will get pro-
motions for all our on-demand services. That’s how we drive very
high usage of it.

YYoouu ttaallkk aabboouutt bbaannddwwiiddtthh lliimmiittss bbeeiinngg aa pprroobblleemm ffoorr ccaabbllee nneett--
wwoorrkkss,, bbuutt iissnn’’tt tthheerree aallssoo aa pprroobblleemm wwiitthh ppuuttttiinngg ccoonntteenntt ddoowwnn
pphhoonnee lliinneess?? BBTT iiss ttaallkkiinngg aabboouutt uuppggrraaddiinngg tthheeiirr nneettwwoorrkkss iinn tthheeiirr
2211sstt CCeennttuurryy NNeettwwoorrkk pprroojjeecctt ssoo tthheeyy ccaann ddeelliivveerr mmoorree tthhaann ttwwoo
oorr tthhrreeee mmeeggaabbiittss ttoo aa hhoommee.. SSoo,, hhooww hhaavvee yyoouu ssoollvveedd tthhee DDSSLL
bbaannddwwiiddtthh pprroobblleemm??

In cable there is a lot of bandwidth in the local loop but it is shared
so the amount that any one subscriber can use at any one time is
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limited. In our case because the local loop is a one-to-one connec-
tion going from your house to the telephone exchange, we don’t
have the same issues as cable. The other issue for delivering over
telephone lines is: is there enough bandwidth available to deliver
the quality of service that you want to deliver? The way we solved
that is we went and put our own equipment into BT’s exchanges
and we made sure that the fibre that we use to connect to our
servers is a very, very high-capacity fibre link so we have plenty of
bandwidth. The only issue is: how much bandwidth can the
phone line support? In cities people tend to live relatively close to
their telephone exchange and that is the issue: the farther away
from the exchange that you live the less bandwidth that can be
delivered over your phone line. So, in London, 93 per cent of the
homes can receive enough bandwidth, i.e. they are close enough to
the BT exchanges to receive our full service.

BBTT hhaass ttaallkkeedd aabboouutt llaauunncchhiinngg aa VVOODD sseerrvviiccee tthhaatt mmaayy llooookk ssiimmii--
llaarr ttoo yyoouurrss.. HHooww wwiillll yyoouu ccoommppeettee??
I would strongly dispute the statement that BT is going to launch
a similar service. It is not a similar service at all. It will have on-
demand content that you can download or stream but it will have
no broadcast TV content so it will not be an integrated platform
like ours is. And it is bandwidth limited. They are talking about
two megabits. For our most-difficult-to-encode content right now
we use 4.3 megabits and we are really at the leading edge of com-
pression technology and what you can get out of it. It does require
significant amounts of bandwidth to deliver these services.

SSoo eevveenn wwhheenn BBTT ssaayy tthheeyy aarree ggooiinngg ttoo uussee MMPPEEGG44 ccoommpprreessssiioonn,,
tthhiiss ssttiillll iissnn’’tt ggooiinngg ttoo hheellpp tthheemm oonn tthhee bbaannddwwiiddtthh ssiiddee aanndd lleett
tthheemm rriivvaall wwhhaatt yyoouu aarree ddooiinngg..

The biggest issue about why what BT is doing won’t rival what we
are up to is because our offering is an integrated pay-TV and VOD
offering. With ours you get all the broadcast and pay-TV and
VOD channels in an integrated and simple-to-use way. I do think
that MPEG4, over time, will deliver lower and lower bandwidth
requirements to deliver video. But it is over time. We will launch
MPEG4. In fact, all of our set-top boxes are MPEG4 capable. We
will launch MPEG4 soon, this year, which will make us one of the
first to launch it commercially.

AAnndd hhooww wwiillll tthhiiss hheellpp yyoouu?? 
It will reduce bandwidth requirements a bit but not a huge
amount but 12 or 24 months from now it will be better than it is

today. If I were to show you a graph of how MPEG2 improved
over time, it would show you that, in 1995 what took about 6.5
megabits, today can be done in about two megabits. MPEG4 will
be the same: over time there will be reductions in bandwidth
requirements.

TThheerree hhaass bbeeeenn aa lloott ooff ttaallkk aabboouutt PPVVRRss,, cceerrttaaiinnllyy ffrroomm SSkkyy.. BBuutt
yyoouurr sseerrvviiccee iiss eeffffeeccttiivveellyy aa kkiinndd ooff ooffff--ssiittee PPVVRR oorr nneettwwoorrkk PPVVRR..
HHooww ddooeess tthhaatt ppuutt yyoouu aahheeaadd ooff bbootthh TTeelleewweesstt,, wwhhiicchh hhaass ppllaannss ttoo
llaauunncchh iittss ffiirrsstt PPVVRRss tthhiiss yyeeaarr,, aanndd SSkkyy,, wwhhiicchh ccoouunnttss oovveerr
440000,,000000 PPVVRRss??
When you have a service like ours there is a lot necessity for a
PVR, but it can still be complementary. The Sky+ box can become
the heart of the Sky offering, for us the PVR would only be com-
plimentary. Our subscribers would mostly use the on-demand
content on our service, our film and kids and music on-demand
services, or all the replay services that we have on all the BBC
channels. So, a PVR that can store 40 or 50 hours of content is a
nice thing to have but having servers that have 10,000 hours of
content that our subscribers can access is a phenomenal thing to
have. And if you marry the two it can be interesting, but a PVR is
not revolutionary for a service like ours like it is for satellite. We
might offer our subscribers a PVR but we don’t need it to be com-
petitive, it’s just an add-on.

SSoommee ppeeooppllee wwhhoo hhaavvee uusseedd tthhee HHoommee CChhooiiccee sseerrvviiccee hhaavvee hhaadd
ssoommee ssttrroonngg wwoorrddss aaggaaiinnsstt iitt.. RReecceennttllyy,, aatt tthhee DDTTGG aannnnuuaall
SSuummmmiitt aanndd AAGGMM,, DDeerrmmoott NNoollaann,, wwhhoo iiss aann aannaallyysstt,, ssaaiidd tthhaatt hhee
tthhoouugghhtt tthhee sseerrvviiccee wwaass,, aanndd II qquuoottee:: ““ccrraapp””.. SSoo,, nnoott mmeeaanniinngg ttoo
ppuutt ttoooo ffiinnee aa ppooiinntt oonn iitt,, hhooww wwoouulldd yyoouu rreessppoonndd??
The way I counter what he said is very simple. The amount of
usage that we get on our on-demand services is phenomenally
higher than any on-demand platform in the world. For example,
C1, our on-demand general entertainment channel, is generally
the second or third most-watched channel on the platform period.
BBC1 usually gets the most viewing but then C1 is number two or
number three. C1 takes about 10 per cent of all viewership on the
platform. And BBC1 comes in at about 14 per cent. In kids, our on-
demand channel, called Scamp, is the most-watched kids channel
on our service, despite the fact that we carry CBeebies, CBBC,
Cartoon Network, Boomerang, Nickelodeon and the rest. Scamp
is a phenomenally good kids’ service. Our on-demand music ser-
vice, VMX, gets 50 to 60 per cent of all music video channel view-
ership!
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TThhee ffuunnccttiioonnaalliittyy ssoouunnddss ggrreeaatt;; tthhee ccoonntteenntt ssoouunnddss ggoooodd;; tthhee
qquuaalliittyy ooff tthhee ssiiggnnaall ssoouunnddss ggoooodd.. BBuutt yyoouu oonnllyy hhaavvee 1155,,000000 ssuubb--
ssccrriibbeerrss aanndd tthhiiss ccoommppaannyy hhaass bbeeeenn aatt tthhiiss ffoorr aa ddeeccaaddee aanndd yyoouu
hhaavvee ssppeenntt oovveerr ££225500 mmiilllliioonn ppoouunnddss.. DDeevviill’’ss aaddvvooccaattee wwoouulldd aasskk
‘‘hhaass iitt bbeeeenn wwoorrtthh iitt??’’
My perspective is from when I came in 2002. There was a lot of
money spent over many, many years and I came in and restructured
it and basically started it over again. We were able to use a lot of the
technology and capabilities that had been developed but it was
essentially a re-start for the business two years ago.

AAnndd ssiinnccee yyoouu jjooiinneedd yyoouu hhaavvee ssppeenntt aabboouutt ££6600 mmiilllliioonn..

We have spent a lot less and we have accomplished a lot more. As
far as the subscriber numbers go, the big push for subs really only
started in September 2004 and, in a four-month period, I think we
did very well attracting subscribers. In fact, our calculations show
that we probably had 20 per cent of all DSL additions in that peri-
od against AOL and Wanadoo and cable broadband. And that was
just four months after our re-launch.

SSoo,, wwhhaatt aarree ppeeooppllee ssuubbssccrriibbiinngg ttoo HHoommeeCChhooiiccee ffoorr?? WWee’’vvee ttaallkkeedd
aabboouutt yyoouurr TTVV sseerrvviicceess,, bbuutt yyoouu aallssoo ooffffeerr tteelleepphhoonnee aanndd hhiigghh--
ssppeeeedd IInntteerrnneett oorr bbrrooaaddbbaanndd sseerrvviicceess aass wweellll..
They subscribe for the bundle. People who are looking for broad-
band look at us and say, ‘Wow, this is a much better way to broad-
band because with it I get free phone calls and I get digital TV and
all these on-demand movies and things that I can watch’. So, peo-
ple come at it from a broadband angle and others are looking for
innovative TV services.

HHooww ffaasstt ddoo yyoouu tthhiinnkk yyoouu ccaann ggrrooww ggooiinngg ffoorrwwaarrdd?? II tthhiinnkk yyoouu
aarree eexxppaannddiinngg iinn LLoonnddoonn tthhiiss ssuummmmeerr.. WWhhaatt ccaann yyoouu tteellll mmee aabboouutt
aa nnaattiioonnaall rroollll--oouutt ttiimmeettaabbllee??

Eventually we plan to cover around 9 to 10 million homes in the
UK, but we haven’t stated a timeframe except to say it’s not this
year! And we will be available to 2.4 million in London this sum-
mer, up from today’s 1.25 million homes.  

HHooww ddoo yyoouu sseeee HHoommeeCChhooiiccee ppllaayyiinngg aa ppaarrtt iinn tthhee GGoovveerrnnmmeenntt’’ss
ppllaannss ffoorr aannaalloogguuee TTVV sswwiittcchh--ooffff??
I think we will play a part. The Government has a number of issues
with analogue switch-off but one of them is MDUs (multiple
dwelling units) or apartment blocks that can’t get satellite and
maybe can’t get Freeview because of signal interference issues and
there is no integrated reception system and they aren’t cabled, so
how do they get digital TV? Well, they all have phone lines, so all
we need to do is go put our equipment in the phone exchange and
we could deliver digital TV to all of them. We have spent time
with DCMS and other parts of the government to look at how we
can help with that. I think that now there is a realisation that a ser-
vice like ours could play a part.

OOnnee ooff tthhee iissssuueess aabboouutt sswwiittcchhoovveerr iiss wwhhoo iiss ggooiinngg ttoo ppaayy ffoorr iitt..
AAnndd wwhhaatt tthhee GGoovveerrnnmmeenntt ssaaiidd iinn iittss rreecceenntt GGrreeeenn PPaappeerr iiss tthhaatt
tthhee BBBBCC iiss ggooiinngg ttoo ppaayy ffoorr aa lloott ooff iitt aanndd tthhee GGoovveerrnnmmeenntt wwiillll hheellpp
bbyy gguuaarraanntteeeeiinngg tthhee BBBBCC lliicceennccee ffeeee ffoorr aannootthheerr sseett ppeerriioodd ooff ttiimmee..
IIss tthheerree aa rroollee ffoorr VViiddeeoo NNeettwwoorrkkss iinn tthhiiss??

We will be playing a role because of these reception issues I told
you about. There are a lot of apartment blocks in London. Many of
our new subscribers are coming directly from analogue. As far as
us funding a component of switchover, we will do it if there is a
commercial opportunity for us. I think there may be a model that
we would look to explore where there is some public funding to go
into areas that have particular problems, especially in city centres
that have a lot of apartment blocks. That is a possibility.

WWhheenn yyoouu mmeennttiioonneedd LLLLUU yyoouu ssaaiidd tthhaatt tthheerree aarree ssttiillll ssoommee eeccoo--
nnoommiicc pprroobblleemmss tthheerree.. HHooww ddiiffffiiccuulltt iiss LLLLUU ssttiillll ttoo ggeett ffrroomm BBTT
aanndd hhooww ddooeess tthhiiss iimmppaacctt yyoouu aass wweellll aass yyoouurr ppootteennttiiaall ccoommppeettii--
ttoorrss,, lliikkee tthhee IISSPPss??
Right now we are the largest LLU operator in the UK. We are at the
forefront of working with BT on the issue of the lack of industri-
alisation of a process for LLU. If you have been following what
Ofcom has been doing, the fact is Ofcom has forced BT to lower
their rates but that doesn’t mean that it is yet a viable product or
service, because if you can’t add a large number of customers eco-
nomically or efficiently then LLU is not going to be a mass-market
service. Right now it is not industrialised to the point where you
could roll it out nationally. AOL or Wanadoo would absolutely die
if they went and built a big LLU network and they tried to migrate
all their customers on to it because BT couldn’t handle it. This will
hopefully improve over time. It will have to because LLU does
need to take off in this country and other operators will be doing
it and BT will have to comply or they will have issues with Ofcom.

IIss tthhee pprroobblleemm tthhaatt OOffccoomm aanndd tthhee tteelleeccoommss aaddjjuuddiiccaattoorr aarree nnoott
bbeeiinngg ssttrroonngg eennoouugghh?? OOrr iiss tthhee pprroobblleemm mmoorree ooff aa tteecchhnnoollooggyy
pprroobblleemm wwhheerree BBTT nneeeeddss ttoo iinnvveesstt iinn iittss iinnffrraassttrruuccttuurree iinn oorrddeerr ttoo
ssuuppppoorrtt LLLLUU??
I think the problem is that we have this vicious cycle where the
rates for LLU were high and nobody invested in it and nobody was
doing it so BT didn’t need to industrialise any of their processes
because nobody was using it. So, finally when Ofcom broke the
back of the economics and lowered the rates that BT could charge
then ‘gee, surprise, surprise’ people started using LLU and so now
BT is behind the ball in industrialising the process. Their core
infrastructure itself is very simple: it’s a copper wire coming into
the BT exchange. So it’s not that they need to put massive amounts
of equipment in or capital expenditure into it. It’s more about
internal systems.

SSoo tthhiiss iissnn’’tt aabboouutt BBTT hhaavviinngg ttoo bbuuiilldd iittss 2211sstt CCeennttuurryy NNeettwwoorrkk ttoo
hhaavvee tthhee ccaappaacciittyy ttoo ooffffeerr LLLLUU??
No. It’s about making it all automated. BT is able, on a very auto-
mated basis, to now handle some 60,000 new broadband cus-
tomers a week, but they struggle to handle 500 to 600 LLU orders
a week. So why is that? Because they have automated the first and
not the latter.

AAnndd ooff ccoouurrssee tthhee ffiirrsstt hheellppss tthheemm aa lloott mmoorree tthhaann tthhee llaatttteerr aass
wweellll!! II aassssuummee yyoouu aarree ttaallkkiinngg ttoo BBTT aanndd OOffccoomm aabboouutt tthhiiss aa lloott.. IIss
iitt ggeettttiinngg aannyy bbeetttteerr??
We deal with BT every day on this issue and it is getting better but
at a much slower rate than we had hoped and that Ofcom has
hoped.

WWhhaatt aabboouutt HHDDTTVV?? SSkkyy hhaass aannnnoouunncceedd HHDD sseerrvviicceess iinn 22000066.. DDoo
yyoouu hhaavvee aa ppllaann ffoorr ooffffeerriinngg HHDD??
High definition requires, really, two main things on a DSL net-
work. You need bandwidth on the phone line and you need encod-
ing that reduces that bandwidth as much as possible while giving
a good picture. We talked about our launching MPEG4. That
should significantly reduce the bandwidth required to launch HD.
It ultimately depends on the type of content you are delivering but
it takes between, say, 5 to 8 megabits. You couldn’t do it today
with MPEG4 except for certain content but the rate of improve-
ment is very, very rapid. We are testing it every month and the
software improvements that the encoder manufacturers are deliv-
ering are showing very rapid improvement. So, then the question
becomes how much bandwidth can you get over the phone line?
We do 6.5 megabits today but there are new ADSL standards that
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are about to be deployed in the UK called ADSL-Plus, so for peo-
ple living a short distance from the telephone exchange it can
result in up to double the bandwidth. And all the equipment we
are putting in people’s homes now is ADSL-Plus compatible. So
the combination of those two things means that HD could be
delivered over a network like ours at least to some of our sub-
scribers. If you drew a distribution curve of the bandwidth avail-
able to our subscribers right now you’d find that about 80 percent
of them could get 8 megabits. We don’t provide 8 megabits
because we don’t need it right now, but the point is with new ser-
vices it is always an issue of how large an area are you trying to
reach and what kind of services are you talking about? So, the
overall message is: ‘Yes, ADSL will be able to deliver HDTV’.

YYoouu hhaavvee rreecceennttllyy llaauunncchheedd aann oonn--ddeemmaanndd nneewwss sseerrvviiccee wwiitthh IITTVV
LLoonnddoonn.. WWhhaatt iiss tthhaatt aanndd wwhhyy iiss iitt iimmppoorrttaanntt ffoorr yyoouu??

It’s about leveraging the strengths that we have. We have the abil-
ity to direct services to individual households. So the ITV London
News Tonight service allows you to go and watch the news stories
on demand but you could also choose your neighbourhood in
London and watch the news stories and traffic reports that are just
for your neighbourhood. It’s up and running and people are going
directly to the London News Tonight channel and using it.

DDoo yyoouu ffoorreesseeee ddooiinngg mmoorree llooccaalliisseedd sseerrvviicceess lliikkee tthhiiss?? AAnndd,, iiff ssoo,,
wwhhaatt??
I can’t talk to you about any specific deals, but I can give you hypo-
thetical examples. Today we have a Bollywood channel that is an
on-demand channel and that is a great way for ethnic content to be
made available. It’s not economical to have a massive number of
Chinese or Asian broadcast channels in a market but there is
tonnes of content available, so how do you get that content to the
hundreds of thousands of people who want to see it? 
One way we can do it is to develop on-demand channels where
there are thousands of hours of content available all at once. This
is an amount of content that would never be possible within the
constraints of a broadcast channel. So it’s a really good platform for
doing things like that, as well, of course, as doing mass-appeal
content like movies and music videos and general entertainment.

SSkkyy hhaass bbeett oonn PPVVRRss,, aatt lleeaasstt ffoorr tthhee mmoommeenntt,, ttoo,, iinn eeffffeecctt,, eemmuu--
llaattee tthhee kkiinndd ooff VVOODD ccaappaabbiilliittyy ooff aa nneettwwoorrkk lliikkee HHoommeeCChhooiiccee..
BBuutt iinn tthhee ffuuttuurree ddoo yyoouu sseeee aannyy ppoossssiibbiilliittyy ffoorr SSkkyy ttoo wwoorrkk wwiitthh
aa tteerrrreessttrriiaall ooppeerraattoorr lliikkee yyoouurrsseellvveess oorr lliikkee BBTT tthhaatt ccoouulldd ooffffeerr
SSkkyy aa DDSSLL ccoonnnneeccttiioonn iinn tthhee bbaacckk ooff tthhee SSkkyy bbooxx tthhaatt wwoouulldd ggiivvee
tthheemm ttrruuee oonn--ddeemmaanndd ccoonntteenntt?? DDoo yyoouu tthhiinnkk tthheerree iiss ppootteennttiiaall ffoorr
tthhiiss kkiinndd ooff aann aarrrraannggeemmeenntt oorr ddoo yyoouu tthhiinnkk tthhaatt wwee wwiillll ccoonnttiinnuuee
ttoo sseeee SSkkyy aanndd ootthheerrss ssttiicckkiinngg ttoo tthheeiirr ddiissttiinncctt ddiissttrriibbuuttiioonn ccaammppss??
I would doubt that all the players would stay in distinct camps. I
would suspect that, over time, Sky would respond to the threat of
VOD.

WWoouulldd FFrreeeevviieeww aallssoo ccoonnssiiddeerr aa DDSSLL ccoonnnneeccttiioonn ttoo tthheeiirr bbooxx?
Freeview is not a commercial service so it is a different dynamic.

BBuutt ccoommmmeerrcciiaall ppllaayyeerrss ccoouulldd ssttaarrtt ttoo rruubb oouutt tthhee lliinneess ooff ddiissttiinncc--
ttiioonn bbeettwweeeenn tthheemmsseellvveess??
We have in effect already done that because we started with VOD
and broadband Internet and we added broadcast TV last summer.

HHooww ffaasstt wwiillll tthhiiss ggrrooww oovveerr tthhee nneexxtt yyeeaarr??
I think the number of hours will grow very significantly as well as
the number of channels it is available on.

SSoo,, sstteepp bbaacckk ffoorr aa mmoommeenntt aanndd ggiivvee mmee yyoouurr mmaaccrroo--vviieeww.. HHooww
wwiillll tthhee ffuuttuurree llooookk iinn tthhee UUKK wwiitthh ddiiggiittaall TTVV aanndd ootthheerr sseerrvviicceess??
I think that choice is going to continue to multiply. If you look at
the last few years you’ve got the advent of Freeview and the cable
companies moving to digital and obviously Sky went to digital and
you’ve got services like ours and I suspect others will try and do it
too. Then you’ve got VOD and the next big trend will be how do
I take my content with me? Portable devices that allow you to take
content out of the house and watch on the tube or in the taxi.

TThheerree hhaass bbeeeenn aa lloott ooff ttaallkk aanndd ssoommee eeaarrllyy pprroottoottyyppeess ooff ssoo--ccaalllleedd
PPVVRR--ttoo--ggoo ddeevviicceess.. IIss tthhiiss tthhee kkiinndd ooff ddeevviiccee tthhaatt yyoouu wwoouulldd eennvvii--
ssiioonn ooffffeerriinngg yyoouurr ssuubbssccrriibbeerrss??

They can do it right now and there are devices out there like the
Archos portable video recorder that are compatible with our ser-
vice now. 

SSoo iiss tthhiiss aa ppootteennttiiaall nneeww rreevveennuuee ssttrreeaamm??
We are certainly looking at it. Is this something that we should
enable or is this something that will take off on its own? We need
to make sure we are compatible with it.

TThhee ffuuttuurree llooookkss iinntteerreessttiinngg.. IIss tthheerree aa ddaayy wwhheenn yyoouu wwiillll mmaakkee
mmoonneeyy ffoorr yyoouurr iinnvveessttoorrss??
I certainly hope so! The economics of the business model before
the restructuring were impossible because the cost of using BT’s
network was exorbitant. The company was paying BT £50 per line
per month for the privilege of charging subscribers £20 or less a
month for the HomeChoice service. That just didn’t work. There
were also so many constraints on what HomeChoice could do. But
now that we have built out our own network by adding technolo-
gy in the exchanges, and that required some capital, but the eco-
nomics have totally flipped around so that every new customer we
get we make money on, good money on. It doesn’t yet cover all of
our fixed costs but these are profitable customers. Previously
every new customer cost the company money. Now the margins
are very, very good for us. The only issue is we just launched so we
need to add more subscribers and every day we do that and we get
closer to breaking even.
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