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The purpose of this paper is to provide a 
marketer's perspective on our PlayCable 
product line in the context of new infor
mation services delivery over cable 
systems. 

Normally, a marketer's job is to research 
the marketplace and then predict future 
customer needs based on current trends. 
The problem with the new information 
services revolution is that that just 
doesn't work that way. The information 
revolution that's now taking place, both 
within cable and without, is certainly 
fueled partly by a pent-up demand on the 
part of consumers for more information. 

However, that in itself is not nearly 
enough to explain the phenomenon. 
Equally important is the rapid change in 
technology which enables information 
services to be available at much lower 
costs than previously. As a result, 
products and services which have been 
uneconomical in the past, suddenly 
become economical, but you sure can't 
tell that by asking the customers what 
they want. 

Obviously, this information revolution is 
a marketer's nightmare from the stand
point of forecasting exactly which pro
ducts consumers will buy at a given point 
in time. Said another way, it's easy to 
create new information hardware with 
exciting new features. It's very hard to 
build a product which is really a good 
investment for cable operators in terms 
of predictable revenue and pay back. 

A second important difficulty in dis
cussing information services products for 
the cable industry is that all of us are 
treading in new territory to some extent; 
territory which can also be occupied by 
the telephone companies. Constraints 
which have previously been imposed by 
regulation, either have been relaxed 
recently or may well be relaxed in the 
future, with the result that the competi
tive framework in which we all live is 
changing dramatically. Therefore, we've 
got to consider the impact of switched 
network technology as well as cable 
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network technology as we develop products 
for our industry. We have to be realistic 
about what we can deliver with a competi
tive advantage over the telephone system. 
Most of us haven't spent enough time 
thinking about telephone technology and 
products to have a comfortable feel for 
the upcoming competitive battle for the 
consumer's dollar. 

With these uncertainties as a backdrop, 
we at Jerrold have been working for some 
time to develop a comprehensive plan for 
an information services product line 
dedicated to the cable industry. Here 
are some of our basic considerations: 

First, consider the whole universe of 
information services. Figure 1 plots 
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various information services (which have 
been identified arid discussed here at this 
convention) in terms of the quantity of 
information they contain and the degree of 
interactivity. For example, you can see 
that the cable system program guide con
tains only a very moderate amount of 
information and requires very little 
interactivity and so is located in the 
lower left quadrant of this chart, whereas, 
electronic bill-paying or polling requires 
a relatively small amount of information, 
but a high degree of interactivity, and 
therefore is located in the lower right. 



Home computer time-sharing requires both a 
large amount of information in order to 
operate in real time and a high degree of 
interactivity with remote software and so 
it's in the upper right quadrant. And 
then there are products like packaged 
programs or video games which can be 
downloaded completely into home com
puters' local memory for local inter
activity only. These fall somewhere 
in the middle. 

What we've been attempting to do is 
segment all the possible information 
services in a way which is useful for 
defining a product line. Now let's look 
at Fact Number 2. 

As you can see from Figure 2, today the 
cable industry is primarily one-way. Any 
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product developed for the cable industry 
must be developed with this in mind, if 
it's to be useful to a large segment of 
the industry today. 

You might say, "Well, yes, that's~, 
but many of the major ~ systems being 
built are two-way. Won't most cable 
systems be two-way very soon?" Obviously, 
this picture is changing, especially in 
the new urban franchises where expanded 
channel capacity is the rule, two-way 
cable systems are commonly proposed, and 
all the most recent bids have contained 
proposals for interesting new interactive 
systems for security or other data 
services. As Figure 3 shows, we predict 
that by 1985 with the explosive new build 
rate of today continuing, approximately 
half of the country's cable systems could 
be two-way. 
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From all this, we conclude that we must 
consider the one-way market, and it would 
be desirable that our new product be use
ful both in today's existing one-way cable 
systems, and tomorrow's two-way market as 
well. 

If you refer back to Figure 1, we can see 
how these considerations come together. 
By segmenting all of the possible informa
tion services in terms of qUantity and 
interactivity, we have identified a large 
number of potential services in the lower 
left quadrant which corresponds to 
services which can be delivered effec
tively over one-way systems. We have 
combined these considerations in the con
clusion that our first product should be 
operable on a one-way system in order that 
the industry have the widest possible 
opportunity to implement it now and to 
experiment with customer demand for new 
information service offerings. That is 
our first criterion, as shown in Figure 4. 
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Any investment in information services 
hardware by cable operators is a risk -
because consumer demand hasn't been 
tested yet. So we've decided our second 
criterion should be one which minimizes 
the risk for our customers. We don't want 



our product to sell chiefly because it is 
useful in franchise applications. The 
payoff from that is too indirect. In
stead, it must generate a clearly identi
fiable incremental revenue stream from 
subscribers - from the beginning. 

The plain fact is that consumers don't 
have very much experience at all with 
electronic information services, so 
they don't know how to place a value on 
them. They may become very enthusiastic 
about their newness, or they may take a 
long time to sign up. We just don't know. 
And that translates into a larger than 
normal investment risk for cable opera
tors. So our third criterion is that the 
new product must create consumer interest. 
They must perceive a value more than they 
are required to pay. A technically 
interesting concept - no matter how 
advanced - is not enough. 

One final criterion: In the past two 
years we've analyzed the existing cable 
data delivery systems in an attempt to 
define the best approach in the long run 
for cable. Of course there is the exist
ing news wire reception/modulation 
approach using full video channels. We 
have looked at Teletext, using the 
vertical blanking interval. We've 
looked at the variety of new two-way data 
service systems, some of which are 
exhibited here at the convention. And 
of course, we've looked at telephone as 
a natural competitor to interactive types 
of services. In doing so, we developed 
yet another criterion which I'm sure 
you'll agree is important. The cable 
industry has one obvious advantage over 
other forms of electronic media delivery, 
broadcast and telephone, and that's our 
bandwidth. Therefore, we established as 
one of our criteria that we should 
utilize cable's bandwidth if it \·IOuld 
allow us to develop more economical 
information delivery systems. 

Since the Teletext system uses no apparent 
bandwidth in the cable sense, and since 
our initial product was required to work 
over one-way cable, we specifically used 
Teletext as a reference point for our 
new technology. 

Let's look at our future product, let's 
name it DataChannel for now, and see how 
it compares with Teletext. 

As you can see from Figure 5, both oper
ate on one-way systems, satisfying one 
important criterion. DataChannel 
certainly uses more of the available 
bandwidth than Teletext, but it has some 
important advantages which are inherent 
in utilizing that bandwidth. As you can 
see from the chart, Teletext, using the 
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vertical blanking interval delivers 3940 
characters per second per channel and has 
52 available channels using the latest 
cable technology (Jerrold's, I might add!) 
Using the DataChannel approach, of 200 KHz 
channels, there are 160 channels available 
outside of the video channels, but within 
the cable spectrum. I suppose, theoreti
cally, there are 1750 channels maximum, if 
you use the full 400 MHz bandwidth, but 
restricing ourselves to the non-video 
portions of the spectrum, you see that 
there's much more flexibility in utilizing 
the DataChannel approach compared to the 
vertical blanking approach. 

In terms of information delivery rate, a 
single vertical interval DataChannel can 
deliver roughly 3 times the information 
per second as oataChannel, however, as I 
pointed out, there are 3 times as many 
channels available outside of the video 
spectrum and so that from the standpoint 
of capacity, it's more or less a wash. 
The important comparison is the data rate. 
Teletext uses what we call a high speed 
data acquisition circuitry approach using 
bi-polar technology, while the data 
channel approach with a much lower data 
rate, 13.983 KHz, operates with low speed 
data acquisition circuitry, using MOS 
technology. Therefore, the really impor
tant differences are not only the flexi
bility of location of channels and the 
number of them, but in fact, the terminal 
cost. Using comparable cost structures 
and margins, we computed that we could 
deliver a Teletext Decoder Terminal for 
$125.00 based on today's state-of-the-art 
electronics, but by comparison, deliver a 
DataChannel Terminal for $100.00. In 
other words, the Teletext technology is 
25% more expensive. Regardless of what 
the absolute numbers are, as electronics 
costs follow the normal curve over time, 
inherent in the technology of DataChannel 
is this competitive cost advantage. 

So this is the building block, this basic 
DataChannel technology which we believe 
utilizes cable's bandwidth more effi
ciently than the Teletext approach and 
therefore is more appropriate for our 
industry. From the cable systP.m 



operator's standpoint, especially in 
medium to large systems, these inherent 
differences could become very significant 
in terms of total investment. 

However, focusing on our remaining two 
criteria, we feel that neither Teletext 
nor DataChannel are particularly strong 
in these categories. DataChannel does 
deliver sound, which is an interesting 
feature, but generally speaking, we don't 
know whether the basic services that can 
be delivered over these systems will 
capture consumer interest and therefore 
whether the cable operators will be able 
to profit from their investment in the 
equipment. Overall, I'd say Teletext is a 
fair product and DataChannel is a little 
better, but in the context of our present 
market we need to go further. 

DataChannel might actually be the best 
basic data service for the future, after 
consumers have more experience with 
information delivery services and there is 
a segment of the market which is willing 
to spend money for that service alone. 
But for now, a different kind of service 
is needed, one that gets the consumer 
involved with electronic data in his home 
and starts him on the learning curve. 

It occurred to us, that consumers have 
limited experience with one kind of infor
mation delivery service - video games. 
Given that such products are selling, 
consumers obviously perceive value in 
this kind of entertainment. Equally 
important, these games can simulate two
way interaction over a one-way cable 
system. 

Jerrold in partnership with Matte! 
developed PlayCable. We believe it's an 
information delivery service that not only 
meets all of our criteria for the imme
diate market, but also allows us to test 
market an initial product which can 
establish the basic DataChannel technology 
in the cable marketplace so that a more 
complete product line can be made avail
able in the future after consumers are 
comfortable with electronic information 
services. 

Once again using Teletext as a reference, 
let's take another look at the third and 
fourth criteria, this time comparing 
Teletext to PlayCable (See Figure 6). The 
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differences are in revenue and cost. 
First of all, PlayCable requires only a 
$50.00 per subscriber investment in the 
terminal on the part of the system 
operator. Relative to our DataChannel 
future product, the PlayCable adaptor is 
lower in cost because it contains a lot 
less memory circuitry than is required in 
a free-standing DataChannel unit. This is 
because many of the functions are taken 
over by the Matte! Intellivision set, with 
which it is a companion. Importantly, 
this initial investment may be offset by 
approximately a $100.00 gross profit from 
the sale of the Matte! Intellivision 
module to the household. Although most 
cable operators are not currently selling 
hardware to their customers, this addi
tional dimension of the PlayCable project 
means that before a household even 
receives the service, the cable system 
operator could be in the black or at least 
break even, considering his installation 
cost. PlayCable therefore can be inher
ently less investment than Teletext for 
the cable operator. 

This still leaves out one, and perhaps the 
most important part of the equation, 
however, the consumer. So let's take a 
look at our last criterion (Figure 7). 
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The consumer spends $300.00 for the 
Intellivision Master Component in order to 
have all these video games and services, 
and clearly he get's a lot, as you can see 
from this chart. But is it worth it? 
Quite honestly, it's too early to tell, 
but we have every reason to believe that 
we will be successful. We are already 
proceeding with our market tests in four 
cities and we've endeavored to make sure 
these tests give us valid information from 
which to project the total cable market
place. I believe PlayCable will do well 
because it offers a cost savings to the 
consumer, compared to purchasing the same 
products in a free-standing mode. Instead 
of buying the game cartridges for $20.00 
to $30.00, depending on the cartridge, 
PlayCable subscribers can receive unlimited 
service for a fixed monthly charge·, later 
on they will automatically have new 



programs as they are developed. In com
parison to the service offering of Play
Cable, the customer would have to pay over 
$450.00 to buy separate cartridges. There
fore, we are confident that as Mattel 
completes their first year of marketing 
the Intellivision through retail channels, 
Playcable will look like a pretty attrac
tive cost saving alternative from the 
standpoint of the consumer. 

To sum up, the Playcable technology is 
inherently less expensive than competing 
cable delivery technology. It offers 
cable system operators a direct path to 
new revenues, and it offers the consumers 
a product that at least some of them want, 
at a cost advantage. 

I don't doubt that the next few years 
will see quite a few two-way cable systems 
built and many different packages of data 
delivery technology and services. We 
intend to compete in that area, but that's 
not the place for most of the industry to 
start. At Jerrold we recognize this fact, 
and we've directed our initial efforts to 
delivering information over today's cable 
system to today's consumer. 
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