
THE WXRED SOCIETY: PROMISE AND PERFORMANCE 

Kenneth C. Laudon 

Information Systems Area 
Graduate School of Business Administration 

New York University 
90 Trinity Place 

New York, N.Y. 10006 

October 1987 

Center for Research on Information Systems 
Information Systems Area 

Graduate School of Business Administration 
New York University 

Working Paper Series 

CRIS #I66 
GBA #87-102 

Center for Digital Economy Research 
Stem School of Business 
IVorking Paper IS-87-102 



The Wired Society: Promise and Performance 

Kenneth C. Lau.don 

Graduate School o f  Business 

New York l ~ n ~ v e r s i t ~  

The concept of t h e  'w i red  c i t y '  developed i n  t h e  1970's and 

i m p l i p s  t h e  c rea t i on  of a broad band, f u l l y  switched d i g i t a l  

network i n  urban areas, No c i t y  i n  t h e  Uni ted S ta tes  has ye t  

achieved an in teg ra ted ,  f u l l y  switched, broad band v o i c e / d i g i t a l  

rtrtitlork. Na such c i t i e s  a re  even planned al though they m a y  

e m e r g e  from a v a r i e t y  o f  developments n o w  t ak i ng  place. f3mericz.n 

cities are  now being wi red w i t h  broad band coax ia l  cab le  by 

p r i  v s t e  companies invo lved  l a r g e l y  i n  t h e  d i s t r i b u t i o n  o f  

t e l e v i s i o n  entertainment.  There i s  s u f f i c i e n t  unused capac i t y  i n  

t k : e s e  i n t a l  l a t i o n s  t a  pe rm i t  t ransmiss ian o f  corpora te  and  

governmental data, and perhaps even t o  o f f e r  compet i t ion  w i t h  

t e l  ephone companies i n  t h e  market f o r  home t e l  ephone/digi t a l  

serv ices.  Inso far  as t he  'w i red  c i t i e s '  w i l l  appear i n  t he  U.S., 

thev m i l l  he cab le  c i t i e s .  O p t i c  f i b e r  is many years o f f .  
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It i s  now f i f t e e n  years s ince  cable t e l e v i s i o n  began i tr  

~ p e r t a c u l a r  move out  o f  t h e  antenna and r e d i s t r i b u t i o n  busxnesr 

and i n t o  t h e  n e w  wor ld  of telecommunications j u s t  developing ~n 

t he  l a t e  1960s and e a r l y  1970s. Th is  i s  an appropr ia te  moment t o  

s i t  back and t h i n k  about t h e  promises made a t  va r ious  p o i n t s  i n  

t ime  f o r  cab le  t e l e v i s i o n  and t h e  ac tua l  performance. The 'w i red  

c i t y '  i n  t h e  dreams o f  techno log ica l  f o recas te rs  i s  a cab le  c i t y ,  

and i t  is wise t o  ask if these dreams a re  r e a l i s t i c  based on what 

we know now about cab le  systems. I t ' s  t ime t o  rev iew t h e  h i s t o r y  

o f  t h e  f u t u r e  of cable. The cab le  i n d u s t r y  began i n  1950 w i t h  

t h e  establ ishment i n  Lansf ord, Pennsylvania o f  t h e  f i r s t  

commercial cab le  t e l e v i s i o n  s t a t i on .  ( 1  1 The i n d u s t r y  grew t o  9f3:! 

systems se rv ing  nea r l y  a  m i l l i o n  subscr ibers  i n  1962, and t o  

.-, ~ ~ 7 0 0  systems se rv ing  b m i l  l i o n  subscr ibers  i n  1977 (about 117 

percent of t h e  na t iona l  TV audience?. Present1 y  t h e i r  a re  4,5t:)(I) 

cab le  systems s.erving 32 m i l l i o n  subscr ibers  (57 percent  o f  t h e  

households passed by cable) ,  (21 Cable has c l ea r1  y  es tab l i shed  

i t s e l f  as an adjunct  and perhaps as an a l t e r n a t i v e  t o  t r a d i t i o n a l  

t e l  e v i  s i  on broadcast ing and o the r  forms o f  t e l  ecommuni c a t i  on, a n d  

p o w  t h s t  i t  has es tab l i shed  i t s e l f ,  i t ' s  appropr ia te  t o  rev iew 

t h e  e a r l y  p r o j e c t i o n s  and t h e  e a r l y  v i s i o n s  o f  cab le  t e l e v i s i o n  

a n d  compare them w i t h  t h e  r e a l i t y .  

For me ,  persona l ly ,  t h i s  i s  a l s o  an oppor tun i t y  t o  rev iew t he  
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develapment o f  cab le  communications technology i n  1 i g h t  o f  t h e  

book t h a t  I wrote e n t i t l e d  Communications Te2hnoloqy and 

Democratic P a r k i c i  pa t ion ,  which was pub1 ished i n  1977. Th is  book:: 

reviewed computer technology, broa.dcast techno1 ogy ( i n c l u d i n g  

one-way cab le  systems), and new +arms o# i n t e r a c t i v e  

communications technology such as two-way cab le  and e l e c t r o n i c  

conf erence c a l l s ,  and considered t h e  p o t e n t i a l  o f  these new 

technalagi  es f o r  enhancing t h e  opera t ion  o f  po l  i t i c a l  

democracie~.. Ul  though I am sure  I wasn 't t h e  f i r s t  t o  use t h e  

term, i n  t h e  f i r s t  chapter o f  my book I r e f e r r e d  t o  t h e  demise o* 

" the  cab le  fab le, "  and I po in ted  out some o f  t h e  d i f f i c u l t i e s  

as seen +ram t h e  vantage p o i n t  f 1977 o f  w i r i n g  t h e  e n t i r e  

n a t i n n  w i t h  cable. A t  t h a t  t ime, t h e  est imated cos t  o f  r e w i r i n g  

t h e  na t i on  was s e t  a t  91.2 t r i l l  ion,  and t h e  cos t  o f  s imply  

l a y i n g  cables was extremely high: P30,000 per  m i l e  f o r  suburbs 

and 975,OOO per m i l e  i n  New York C i t y .  (3) These costs,  as i t  

turned out  h i s t o r i c a l l y ,  were about r i g h t .  I used t he  term 

"cable f a b l e "  t o  poke f un  a t  t h e  w i l d  p r e d i c t i o n s  and 

specu la t ions  made about cab le  i n  t h e  mid-1970s. 

I a l s o  have a t h i r d  reason f o r  rev iewing t h e  promises and 

r e a l i t y  04 cable: t w i c e  i n  t h e  l a s t  decade I have signed up and 

then disconnected- cab le  serv ice .  Once i n  t h e  e a r l y  years i n  

Manhattan, and again r e c e n t l y  i n  t he  suburbs o f  New York. I f e e l  

a  L i t t l e  l i k e  a spurned love r - - I  want t h e  cab le  f a b l e  t o  work 

ot.~t and purscre i t  when av2i 1  able.  E u t  t h e  p05sec;c;ion 04 t h e  
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cab le  has tu rned out  be d isappo in t ing ,  indeed, i t  j u s t  doesn't 

agree w i t h  me, I want t o  exp lore  b r i e f l y  why ca6 le  has t h i s  

impact on people. 

The cab le  f a b l e  i n  t h e  1970s always had two s ides  t o  it. The 

o p t i m i s t i c  s i d e  envis ioned a  techno log ica l  wonderland based on 

t he  u l t i m a t e  bnx of more than a  hundred channels s i t t i n g  on t np  
* 

of a home t e l e v i s i o n  se t ,  a  l a v i s h  menu o f  two-way s e r v i  c e i  

i n c l u d i n g  home banking and teleshopping, home s e c u r i t y  and energy 

mcni tar ing,  v ideo games, sof tware d i s t r i b u t i o n ,  p o l i t i c a l  

p o l l  ing ,  p o l  i t i c a l  p a r t i c i  pa t inn ,  news and spo r t s  scores, as we1 1  

as a hos t  o f  cnmmunications se rv i ces  such as in fo rmat ion  

r e t r i e v a l ,  ca ta l og  shopping, a.nd data  transmission. Some 

academics i n  h i gh  p laces Mere even p r e d i c t i n g  t h a t  cab le  wcl~rld 

have an impact f a r  g reater  than t h e  r e v o l u t i o n  wrought by 

Guttenberg and t h e  development o f  p r i n t i n g .  Otherss, more a c t i o n  

or ien ted ,  were p r e d i c t i n g  t h e  "people" would r i s e  up and demand a 

chunk o f  t h e  new technology i n  t he  form o f  Sony Portapscks, and, 

so armed, would proceed s h o r t l y  t o  a t t ack  t h e  c i t a d e l s  o f  pnwer 

i n  American soc ie ty .  With t h i s  k i n d  o f  hype openly discussed and 

debated, i t  was d i f f i c u l t  t o  avoid t h e  sheer f u n  o f  c r i t i c i z i n g  

t h e  cab le  psychophants. 

B t ~ t  t he re  w a s -  a dark s i d e  t o  t h e  cab le  f a b l e  as we l l ,  and ~t 

w a s  in t h a t  sense t h a t  I used t he  word i n  my book o r i g i n a l l y .  On 

the  d a r b  s ide,  t h e  v i s i o n s  o f  a techno1 og i ca l  cornucopia and 

r e s v l  t i n g  soc i a l  r e v o l u t i o n  would u l t i m a t e l y  f lounder  or t h e  

Center for Digital Economy Research 
Stem School of Business 
IVorking Paper IS-87-102 



Lauciclrrr 
Wired S o c i e t y :  F"romise a n d  P e r f  a r m a n c e  

r 0 c l . s  o f  soc ia l ,  e c o n o m i c ,  a n d  p o l  i t i c a i  o p p o s i  t i a n .  The d a r k  

s l  d e  o f  t h e  c a b l e  f a b l e  . a l w a y s  t o o k  i n t o  a c c o u n t  t h e  socia l  a n d  

p o l i t i c a l  real i t ies  of  c a b l e  t e l e v i s i o n  a s  s i m p l y  o n e  o f  many 

t e c h n o l o g i e s  w h i c h  w e r e  i n  many r e s p e c t s  c o m p e t i t i v e ,  a n d  a.s  a 

t e c h n ~ l a g y ,  l i k e  a t h e r  c o m m u n i c a t i o n  t e c h n o l o g i e s ,  s u b j e c t  t o  

p o l  i t i c a l  r e g u l a t i o n ,  t o  economgc f o r c e s  o f  c o n c e n t r a t i a n  

,manopal  y a n d  o l i g o p o l y ,  arrd t o  i n s t i  t t - t t i o n a l  r e s t r i c t i o n s  a n d  

p r o h i h i t i  ctns. The  p r e d i c t e d  soci a1 r e v o l u t i o n  o f  c a b l e  c o u l d  

e a s i l y  b e  s i d e t r a c k e d ,  o r ,  w o r s e ,  t u r n e d  a g a i n s t  t h e  f o r c e s  o f  

s o c i a l  r e + o r m  t o  become j u s t  a n o t h e r  t o o l  o f  p o w e r f u l  

i n s t i t u t i o n s  f o r  t h e  m a n i p u l a t i o n  04 mas5 tastes.  

I c o n f e s s  t h a t  i n  t h e  mid-1970s  my v i e w  o f  t h e  p r o s p e c t s  f o r  

c a b l  e te l  e v i  si o n  w e r e  more  t o w a r d s  t h e  n e g a t  i v e  c a b l  e f  a b l  e 

v i s i o n .  I b e l i e v e d  t h e n  t h a t  c a b l e  would  p r o b a b l y  n o t  r e a c h  m o r e  

t h a n  h a l f  a f  t h e  a v a i l a b l e  homes i n  t h e  U n i t e d  S t a t e s  -- t h e r e  

are a b o u t  €43 m i l l i o n  homes i n  t h e  U n i t e d  S t a t e s  a n d  c a b l e  now 

r e a c h e s  about 52 m i l  1  i o n  of  t h o s e  homes.  I41  I b e l i e v e d  t h a t  i f  

c a b l e  w a s  i n d e e d  a s u c c e s s ,  t h e  s m a l l  local s t a t i o n s  and 

i n d e p e n d e n t  p r o d u c e r s  would  q u i c k l y  b e  b c u g h t  u p  by  l a r g e  

c o r p o r a t e  i n t e r e s t s  i n  t h e  o t h e r  c o m m u n i c a t i o n s  i n d u s t r i e s ,  snd 

t h a t  j u s t  1 i k e  b r o a d c a s t  tel e v i  si o n  a n d  na r row-band  t e l e p h o n e  

c o m m u ~ i c s t i o ~  t e c h n o l o g y ,  c a b l e  wow1 d b e  a n e g o t i a t e d  t e c h n o l o g y  

s u b j e c t  t o  t h e  s a m e  p o l i t i c a l  f o r c e s  t h a t  s h a p e d  t h e s e  o t h e r  

t e c h n o l o g i e s  s u c h  a s  b r o a d c a s t  T V  a n d  t h e  t e l e p h o n e .  T h e r e f  ore ,  

i n  my v i e w ,  f a b l e  wat!?d n o t  b r i n g  ahott t  a G ~ f t t e n b e r - q  le\,el or: 
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r e ~ ~ ~ l ~ - ~ + _ i  on i n  t h e  foreseeable f u t u re .  Indeed, I be1 ieved t h a t  

i ~ s o f a r  as cab le  succeeded, i t  would q u i c k l y  be c o n t r o l l e d  and 

i n f l uenced  by t h e  same groups and f o r ces  which c o n t r o l  and 

i n f l u e n c e  broadcast technology. 

Th is  oppor tun i t y  today p rov ides  me a  chance t o  look  over my 

somewhat pess im i s t i c  p r e d i c t i o n s  f o r  t h e  f u t u r e  and compare them 

w i t h  t h e  r e a l i t y .  What I want t o  t a l k  about today i s  t h e  h i s t o r y  

of t h e  f u t u r e  o f  cab le  t e l e v i s i o n ,  A l l  t he  modern technologies 

have a  h i s t o r y  of t h e i r  +uture,  Steam technology was widel.,# 

b a l l y h o ~ e d  i n  t he  e a r l y  years o f  i t s  devefopm~nt  as p o t e n t i a l l y  

r ep l ac i ng  v i r t u a l l y  a l l  farms o f  animal and human l zbn r ,  a  theme 

p icked up by ii::arl M a r %  i n  Gas Cap i ta l  who saw i n  stream-driven 

machine ~CIQIC; the  p o t e n t i a l  l i b e r a t i o n  n+ mankind from work-, a 

f u t u r e  w ~ r l d  i n  which a  man cou ld  work i n  t h e  m ~ r n i n g ,  

phi1or.ophize i n  t he  af ternoon,  and s o c i a l i z e  i n  t h e  evening. 

Trsnscnnt i  nenta l  r a i l r o a d s ,  when they  f i r s t  emerged i n  t h e  m i  d d l s  

19th Century, were p red i c t ed  t o  b r i n g  about t h e  i n t e g r a t i o n  o+ 

t he  European cont inent ,  and i n  t h e  case o f  fimerica, t h e  

d e v ~ l n p n e y t  of a  un i t ed  na t ion .  What fo l l owed  was, o f  course, a 

pe r i od  ~f nea r l y  a  hundred years o f  susta ined European c o n f l i c t  

accompanied by an f2merica.n c i v i  1 war. Network: r a d i o  technology, 

when i t  f i r s t  appeared i n  t h e  1920s, was lauded by t h e  Pres ident  

a$ t h e  Un i ted  States as b r i n g i n g  t o  m i l l i o n s  o+ hmericans t h e  

l e v e l  o+ c u l t u r s  and know1 edge which i n  t h e  pas t  cou ld  be 

nbta ined onl  y by t h e  f e w .  And the devel opment o f  netww-C 
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t e l e v i s i o n  i n  t he  l a t e  1940s and e a r l y  1450s was ?cc@mpanied by 

strmngLy he ld  expectat ions t h a t  t h e  new technology would be used 

t o  e leva te  t h e  l e v e l  of c u l t u r e  i n  t h e  Un i ted  S ta tes  by e s p o s i ~ g  

m i  1  i i ons  of v iewers t o  symphonies, b a l l e t s ,  and dramatic 

presentat ions.  

I n  t h e  case of cable, t h e r e  a r e  seven aspects o f  t h e  cab le  

f a b l e  t h a t  we can use t o  judge how we l l  cab?e has performed. 

1. Independence 

O n e  of t he  hopes of cab le  t e l e v i s i o n  was t h a t  i t  would 

p r o v i  de t h e  American pub1 i c w i t h  independent saurces o f  

entertainment,  news, c u l t u r e ,  and informat- ion. The hope here was 

t h a t  the  thousands @f smal l  l o c a l  cab le  t e l e v i s i o n  systems would 

be economical ly, p o l i t i c a l l y ,  and i n s t i t u t i o n a l l y  separate f rom 

o ther  l a r g e  American corpora t ions ,  Iarge cammunicatl on 

co rpo ra t i  ons, and i n  p a r t i c u l a r  f rom t h e  braodcast t e l e v i s i o n  

i ndvs t r y .  The b e l i e f  i n  t h e  1970s was t h a t  cab le  t e l e v i s i o n  was 

un ique ly  . s u i t e d  t o  be a compet i tor  tn other  forms 04 broadcast 

and w r i t t e n  cornmuni ca t i on ,  and t h i s  compet i t ion  w ~ u l  d produce 

both  c u l t u r a l  and econamic b e n e f i t s  t o  t h e  americav 

t e l  ecommuni c a t i  ons scene. 

Th is  v i s i o n  04 an u p ~ i t a r t ,  independent, smal l  o p e r a t ~ r  

(afmnst back yard) k i nd  04 technology s t a n d i n g  up t o  t he  

cornmunz r a t i  ons c a r t e l s  of M e r i c a  j u s t  has no t  worked p3rrt, 

Page 7 

Center for Digital Economy Research 
Stem School of Business 
IVorking Paper IS-87-102 



Laudan 
Wi red  Society :  Promise and Performance 

f i l u s t r a t i ~ n  1 prov ides  an indication of t h e  l a r g e  and groi+ing 

l e v ~ l s  @f economic con cent ratio^ i n  t h e  cab le  i ndus t r y .  The t ~ p  

t en  system owners a lone have more than 44 percent  o f  t he  cab le  

subscr ibers  i n  America. A s  i t  t u r n s  out ,  t h e  c a p i t a l  

requ.irements a+ w i r i n g  suburban and urban areas a r e  s imply  t o o  

severe f o r  smal l  cab le  companies t o  undertake. Moreover-, t h e  

exper t i se  r equ i r ed  t o  program and t o  operate cab le  systems 1s 

genersl l y beyond t h e  capabi l i t i e s  of small  operators.  Hence, a 

number of i n s t i t u t i n n a l  t i e s  e v i s t  between cab le  systems and 

o ther  cominttnicaticlns and broadcast media: ABC, f o r  instance,  a  

Few months a30 bought ou t  t h e  coun t r y ' s  b iggest  cab le  t e l e v i s i o n  

se r v i ce  -- t h e  Entertainment and Sports Programming Network 

(ESPN); t h e  N e w  York Times r e c e n t l y  es tab l i shed  a  beach head i n  

the  cab le  i n d u s t r y  by purchasing more than 9100 m i l l i o n  o f  cab le  

systems i n  New Jersey . (51 Time, Inc., owns t he  second l a r g e s t  

cah le  t e l e v i s i o n  operator  -- Ameri can Tel  e v i  s i  on and 

Communications, as we1 l as t h e  l a r g e s t  pay subsc r i p t i on  se r v i ce  

-- Home Fox Of f i ce  (HEO). Group W Cable -- t h e  t h i r d  l a r g e s t  

operator  . -- i s  owned by Westinghouse E l e c t r i c ,  Cox Cable 

Communications is owned by a subs i d i a r y  o f  Cox Communitations, 

S to re r  Cable, a  suhsi d i  a r y  of S to re r  Communications Miami , Times 

M i r r o r  Cable, a subs id ia ry  o f  t h e  Times M i r r o r  Company o f  L o c  

Angeles, and Warner Amex Cable, a j o i n t  venture  o f  Warner 

Communi c a t i  onc and 4meri can Express. 

The idea n  t h a t  c a b l e  as a sourcr? of independent ELI!  t~ f t -31  , 
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ILLUSTRATION I 

TOP TEN CABLE COMPANIES 

COMPANY SUBSCRIBERS 

TELECOMMUNICATIONS INC. (TCI) 2,772,000 

AMERICAN TELEVISION 2,250,000 

GROUP W CABLE 1,950,000 

COX CABLE COMMUNICATIONS 1,414,000 

STORER CABLE COMMUNICATIONS 1,371,000 

WARNER AMEX CABLE 1,362,000 

TIMES MIRROR CABLE 907,000 

NEWHOUSE BROADCASTING 788,000 

CONTINENTAL CABLE BROADCASTING 748,000 

VIACOM CABLE 

TOTAL 

x OF TOTAL SUBSCRIBERS 

Source: The New York Times, March 4, 1984 and 

The National Cable Television Association 
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po l  i t l c a l  and soc i a l  views, as a  new source o f  i n fq rms t ion ,  as a 

new channel of p o l i t i c a l  in f luence,  fundamental ly i ndepende~ t  

f o m  t h e  k i nds  of economic fo rces  which shaped o ther  media from 

newsprint  t o  b r ~ a d c a s t  t e l e v i s i o n  t u r n  ou t  t o  be untrue. The 

record  of c s b l e  suggests a d i f f e r e n t  pa t te rn :  d e c l i n i n g  

independence from e x i s t i n g  communications i n s t i t u t i o n s  and ever 

g reater  l e v e l s  of economic concent ra t ion  and i n t e rpene t ra t i on .  

T-) . Pus1 ness Uses 

One o f  t h e  v i s i o n s  o f  cab le  was t h a t  i t  would p rov i de  

4merlcans w i t h  an a l t e r n a t i v e  t o  d r i v i n g  around i n  t h e  farni l  y  ca r  

t n  do t h e  shopping. Theore t ica l  1 y, cab le  cou ld  p rov ide  a  

te leshopping se r v i ce  i n  which people s i t t i n g  a t  home could browse 

through e l e c t r o n i c  ca ta logs  and order  eve ry th ing  from toys  t o  

c t -ys ts l  t o  thea te r  t i c k e t s  either- f rom t h e i r  personal computers 

connected t o  t h e  cab le  or  through a  s imp le  b lack  box at tached t o  

t he  csb le  system. 

T h i s v l s i o n  hasn ' t  work:ed out f o r  cable,  i n  any eve r t ,  

a1 though o the r  techno1 ogi  es are  p r a v l  d l  ng such s e r v l  ces. A s  w e  

p a i n t  out  below, t e l eshopp~ng  se rv i ces  v i a  cab le  requxre a 

two-way cab le  system and c u r r e n t l y  two-way cab le  systems a re  

uneconomi c and a re  v i r t u a l  1  y c o l  1 sps i  ng. Moreover, t h e  v i  s l  on 

m ~ t l i n e d  above 04 cab le  as t he  hub o f  t h e  automated home + a l l &  

t o  t a k e  i n t o  s c c ~ u n t  ttte r o l e  of campetlng technologr et,, i r :  thlc, 

cace t he  o rd lna ry  telephone. For ttqe + r r s t  t lme  xn ~ t s  h ~ s t n r y ,  
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Cornpi-!card I n t e r n a t i o n a l  i n  Ctarinectic~tt t u l - n ~ d  a p r o f i t  l a s t  f a1 1 

a s  d i d  Byvideo, Inc. i n  . C a l i i o r n i a ,  and View Data Corporaticrn o f  

America, a subs id ia ry  of Knight-Ridder. ( 6 )  These businesses 

p rov ide  t e l  eshoppi ng set-vices v i a  t e l  ephones, and i n  some cases 

v ideo game shopping se rv i ces  i n  c e n t r a l  l o c a t i o n s  such as 

shapping cen te rs  and mal ls.  I t ' s  poss ib le ,  f o r  instance, w i t h  a 

home computer, t@ d i a l  i n t a  t h e  Compucard system and have 

d isp layed a l i s t i n g  of thousands o f  i tems a v a i l a b l e  a t  wholesale 

p r i c e s  and which can be purchased t h r o u h  c r e d i t  cards on t h e  

Compucard system. A l i t t l e  more than 8 percent o i  American 

h o ~ s p h o l d s  no~4 have a computer, and t h a t  nttmber w i  11 r i s e  t o  more 

t h a n  4fl percent by 1990 and more than 75 percent  by t h e  

mid-lQSos. ( 7 )  Gi den t h e  1 . m i  t ed  hand w j  d t h  o f  o rd i na r y  telephctne 

cable, ~t i s  v i r t u a l l y  impossible t o  get a decent c o l o r  

ezec t ron ic  ca ta log  d isp layed on a home computer te rmina l .  T h l  s 

r a i s e s  t h e  poss i  b i l  i t y  t h a t  cab le  systems and l o c a l  telephone 

syctems couId worl I n  combination a5 a s o r t  o f  hyb r i d  i n  w h ~ c h  

cable c o l ~ l d  be used ta d i s p l a y  ca ta logs  and p i c t u r e s  of  item.; and 

the  t e l e p h ~ r e  vsed t o  order  these i tems. Qn t he  other  hand, t he  

1 e ~ e t  of a n i m ~ s i t y  between telephone systems and cab le  systems 1s 

great ,  and t h e i r  cooperat ion t o  da te  has been minimal. In 3nbFt 

event, t h e  promise t h a t  cab le  t e l e v x s i o n  would b y  i t s e l i  p r n v r d r  

oppmrtuni t i e s  f o r  businesser t o  adver t1 se and t n  d ~ s p l  ay t h e ]  r 

~ 3 ~ ~ 5  and t o  sell t h e i r  gooec ha5 been l a r g e l y  a d~sappor r tment .  
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5 .  I n f o rma t i on  Re t r i eva l  

A t h i r d  v i s i o n  of t he  cab le  f a b l e  was t h a t  cab le  televisatac 

would become t he  d i g i t a l  thruway p rov i d i ng  c i t i z e n s  w i t h  access 

t o  t h e  vas t  in fo rmat ion  data  banks a v a i l a b l e  i n  t h e  computer age 

and waul d  p o t e n t i  a1 1  y  p rov ide  t h e  telecommunication 1 i n k s  between 

t he  home and o f f i c e  and from one hame t o  another, d i sp l ac i ng  t h e  

telephnne system, mai 1  se rv i ce ,  and other  e a r l y  technologies.  #+s 

i n  t h e  case above a+ business uses o f  cab le  TV, so a l s o  w i t h  t h i s  

v i s i o n  t h e r e  was s f a i  l u r e  t o  recognize t h a t  o ther  techno log ies  

wovld be competing I n  t h e  in fo rmat ion  r e t r i e v a l  area and t h e  data 

t r ~ t nsm iss i on  area, Although i t  i s  t r u e  t h a t  most Americav h o m ~ s  

will soon have a home computer, and i t  i s  t r u e  t h e r e  w i l l  $e a 

s i  gn i  f i cant demand +or  transmi ss ion  o f  data amongst horn25 and 

between homes and o f f i c e s ,  and demand f o r  access t o  Large 

i n + a r m a t i ~ n  poats, i t  wauld appear t h a t  cab le  o f + e r s  l i t t l e  i n  

t h i s  area capable o f  compet-ing w i t h  t h e  o rd i na r y  telephone. It 

is t r u e  t h a t  cab le  w i t h  i t s  g rea te r  band w id th  can permi t  very 

high-speed data t ransmiss ion in t h e  megabyte per second range, 

bu t  mast . people a t  home t e rm ina l s  don ' t  r e q u i r e  t h i s  l e v e l  of 

sgeed. Twisted w i r e  telephone cab le  i s  capsble o f  da ta  t r a n s f e r  

i the range of 5 t o  9,00Q P i l o b i t s  per  second, and t h i s  i s  more 

than atjeqi-late f o r  e l e c t r o n i c  m s i  l systems, and t rans*  ~ r r i  ng 5 1 ~ 1 3 1 1  

b l ~ c l : s  of data. A s  more than ltT,,(:)(ltO personal computers a re  c o l d  

earh day i n  the  I_Jrrited S ta tes  (IEM atorte S F . ? ~ E  b,(St(:)if PC'C, p e ~  

d q y t ,  t he  in fo rmat ion  r e t r i e v a l  and data t ransmiss ion bus ine r r  1s 

Center for Digital Economy Research 
Stem School of Business 
IVorking Paper IS-87-102 



La!.riJclr 
Wi r e d  Soci e t y :  Promi  5e a n d  P e r - f a r m a ~ c e  

g r o w i n g  v e r y  r a p i d 1  y .  (8) T h e  l a r g e s t  c o r p o r a t i o n  i n  t h i s  area ,  

t h e  Mead C o r p o r a t i o n ,  w h i c h  o p e r a t e s  N e x i s ,  L e x i  s, L e x s t a t  a n d  

o t h e r  s p e c i a l i z e d  i n f o r m a t i o n  d a t a  b a n k s  f o r  remote r e t r i e v a l  , 

h a s  b e e n  g r o w i n g  i n  t h e  l a s t  f e w  y e a r s  i n  t e r m s  o f  a n n u a l  g r o s s  

i r 5 c o m e  a t  42 p e r c e n t  p e r  y e a r . l 9 )  In t h e  n e a r - t e r m  future,  c a b l e  

is u n l i k e l y  t o  p l a y  a l a r g e  ro le  i n  t h i s  r a p i d l y - e x p a n d i n g  

bu5.i n e s s  b e c a u s e  of t h e  c o m p e t i t i v e  a d v a n t a g e s  o f  o r d i n a r y  

tel  e p h ~ z n e  c a b l e .  

4. A c c a u n t s b i  1  i t%/  

T h e  p r o m o t e r s  of c a b l e  i n  t h e  1 9 7 0 s  e m p h a s i z e d  n o t  o n l y  t h e  

e x t e n t  t o  w h i c h  c a b 1  e s y s t e m s  would  b e  s m a Z  1 i n d e p e n d e n t  

c o m p a n i e s  c o m p e t i n g  w i t h  t h e  g i a n t s ,  b u t  a l s o  e m p h a s i z e d  the  

p e t e n t i a l  far  a c c o u n t a b :  l i t y  o f  c a b l e  s y s t e m s  t o  local  p o l i t i c a l ,  

sari a? a n d  e c o ~ n m i c  i n t e r e s t s .  B e c a u s e  c a b l e  w a s  a re1 a t i v e l  y 

new t e c h n o l o g y  w h i c h  w a s  n o t  a b r o a d c a s t  t e c h n o l o g y  a n d  was n o t  a 

t e l e p h o ~ i  c v n i c e  c o m m u n i c a t i o n s  t e c h n a l ~ g y ,  i t  came  u n d e r  no 

P - f i s t i n g  f e d e r a l  or s t a t e  r e g u l a t o r y  f r a m ~ w o r k .  Y e t  b e c a u s e  

cab1 e i n v o f  ved t h e  c r o s s i n g  o f  c i t y ,  t o w n ,  a n d  m u n i c i p a l  

p r a ~ . e r t i e s ,  i t  d i d  come w i t h i n  t h e  r e g u l a t o r y  j u r i s d i c t i o n  of 

cj t i e s  a n d  t o w n s . '  T h e  p r o m o t e r s  of: c a b l e  e m p h a s i z e d  t h e  e x t e n t  

t o  w h i c h  c r l b l e  c o m p a n i e s  couf  d  b e  n e g o t i a t e d  w i t h  b y  l o c a l  

p o ! i t i c a l  e n t i t i e s  t o  make t h e i r  s e r v i c e s  a c c o r d  w i t h  t h e  d e s i r e 5  

o f  ! o c a l  v i e w e r s ,  ss oppmserj t o  l a r g e  n e t w o r l : . ~  who w e r e  n o t  
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accountable t o  l o c a l  v iewers a t  a l l .  Cable t e l e v i s i o n  o'fered 

t he  v i s i o n  o f  - a  peop le 's  technology i n  t h e  sense o f  a technology 

c o n t r o l l e d  by  l o c a l  p o l i t i c a l  i n s t i t u t i o n s .  How has t h i s  c l a im  

fa red  s ince  t h e  e a r l y  1 9 7 0 ~ 7  

The Pres ident  has r e c e n t l y  s igned t h e  Cable Franchise P o l i c y  

and Communications h c t  o f  1984 removes cab le  t e l e v i s i o n  from 

l o c a l  r e g u l a t o r y  con t r o l .  The cab1 e t e l e v i s i o n  i ndust ry  

strong1 y supported t h i s  f ede ra l  l e g i s l a t i o n  which permi ts  

automatic annual increases i n  ra tes ,  f ranch ises  w i t h  a 

presvmptive r i g h t  o f  renewal, t h e  a b i l i t y  t o  a l t e r  con t r ac t s  i n  

mid-stream, and t h e  a b i l i t y  t o  deny access t o  compet i to rs  o f  

o ther  serv ices,  such as burg1 a ry  alarms, home banking and 

computer 1 i nkaqes. 

The i ndus t r y  c laimed t h a t  i t  w a s  harmed by  t h e  impact o+ 

l o c a l  regu la t i on ,  as we l l  as t he  compet i t i ve  fo rces  o f  o ther  

communications media. One's view on these mat te rs  depends a 

g res t  deal on one's view o f  how cab le  t e l e v i s i o n  i s  f a r i n g  i n  

general. The i n d u s t r y  argues t h a t  t h e  r a t e  o f  growth i n  its 

subscr ibers has slowed, p r o f i t a b i l i t y  has s l i pped ,  and r a t e  

increases--averaging about 5% annua l ly  s i nce  1980-- have f a i l e d  

t o  keep pace w i t h  i n f l a t i o n .  1103 On t h e  o the r  hand, t he  FCC 

s t a t i s t i c s  show a very  hea l t hy  i n d u s t r y  which doubled i t s  as5ets 

s f  nce 198G, l a s t  year increased i t s  revenues by 60 percent ,  artd 

i n  t he  last four years has doubled t he  number o f  subscr ibers  &ram 

15 t o  apprrlt*:imately 72 m i l l i i l n  ~ ~ l h s c r l b ~ r f .  1 1 1 )  I n  Nec Y n r l  , ~n 
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t h e  l a s t  d e c a d e ,  550 c a b l e  s y s t e m s  h a v e  come b e f o r e  l o c z l  

g a v e r n m e n t  r e v i e w  b o a r d s  a n d  n o t  a s i n g l e  c a b l e  s y s t e m  was  d e n i e d  

a l i c e n s e .  (12) 

T h e  a r g u m e n t  t h a t  t h e  c a b l e  i n d u s t r y  is i n  d e e p  t r o u b l e  a n d  

t h a t  t h e  p r i n c i p a l  c a u s e  0 4  t h i s  t r o u b l e  is local r e c & l a t i o n s  a n d  

l i m i t a t i n n s ,  h a s  r e c e i v e d  c o n s i d e r a b l e  s u p p o r t  i n  C o n ~ r e s s .  I t  

a p p e a r s  l i k e l y ,  t h e r e f o r e ,  t h a t  i n  t h e  n e a r - t e r m  + u t u r e ,  cable  

t e l e v i s i o c  w i  1 l become less a c c n u n t a b l e  t n  m u n i c i p a l  a u . t h o r i t i e s .  

A t  t h e  s a m e  t i m e ,  n o n e  o* t h e  l e g i s l a t i o n  c u r r e n t l y  o n  t h e  t a b l e  

e n v i s a g e s  i n c r e a s i n g  t h e  r e g u l a t o r y  a u t h o r i t y  o f  t h e  + e d e r a l  

q o v e r n m e ~ t .  H e n c e ,  i t  would  b e  f a i r  t o  say t h a t  t h e  c u r r e n t  

l e g i s l a t i v e  t r e n d s  p o i n t  t o w a r d s  d e c r e a s e d  a c c o u n t a b i l  l t y  o f  

c a b l e  s y s t e m s  t o  an.; k i n d  o f  g lzwernrn~n t  r e g u l a t i o n  a t  a n y  l e v e l ,  

e s p e c i a l l y  a t  t h e  l o c a l  l e v e l .  T h e  v i s i o n ,  t h e r e f o r e ,  o f  c a b l e  

systems. b e i n g  h e l d  a c c o u n t a b l e  t o  l m c a !  s t a n d a r d s  a n d  l o c a ?  

demands  f o r  s e r v i c e  a p p e a r s  t o  h a v e  b e e n  u n t e n a b l e .  

5. New Pro~xrammi nq D i  v e r s i  t y 

I n  t h e  t e c h n o 1  o g i c a l  wonder1  a n d  o r i g i n a l  1 y e v v i s a g e d  f n -  

c a h l e ,  the u l t l m s t e  box 04 1C)8 c h a n n e l s  c o u l d  p r o v i d e  t o  v i e w e r c  

u n p r e c e d e n t e d  d i v e r s i t y  nf  p t -agrams t a r g e t e d  t o  s p e c i  f 1 c 

s e g m e n t e d  audi e n c e  s u b g r o u p s  w h ~  ch t h e  b r o a d c a s t  medxa c o u l d  n a t  

a+*ord t o  s e r v e  e v e n  i f  i t  was t e c h n u l o g i c a l l y  p o s s r b l e .  O n I v  a 

+?PJ ye3r-c agm, t h e  p n t e n t i a l  cf  c a b l ~  ~ n  pl-crgramming apcearec  C n  

be u n i  1 m 1  t e d .  F u s h r  r13 f o r  u r b a n  f rar7chi  ses, cab1 e o p e r a t a r s  w e r e  
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w i l l  irsg t o  promise almost anyth inq.  Along w i t h  100 p l u s  

channels, t h e y  promised spec ia l  channels 3nd s t ud i os  f o r  l o c a l  

p o l i t i c i a n s ,  spec ia l  c u l t u r e  channels, spec ia l  c h i l d r e n  ' s  

programming channels, and f r e e  bas ic  serv ices.  Even n e u t r a l  

observers would argue tod2y t h a t  t h e  cab le  companies and 

promoters shamelessly overpromoted- thei r  product.  

The l a r g e s t  f r e e  se r v i ce  t h a t  i s  o f f e r e d  by t h e  cab le  

i n d u s t r y  i s  t h e  Entertainment and Spor ts  Programming Netwar" 

(ESPNt which has around 3 3  m i l  1  i o n  subscr ibers  and comes f r e e  

w i t h  t he  bas ic  cab le  se r v i ce  i n  most areas. The programming on 

t h i s  network can ha rd l y  be thought o f  as d i ve rse  because i t  i s  

almost e n t i r e l y  concerned w i t h  s p ~ r t s  entertainment,  The l a r g e c t  

premiere p3y cab le  se r v i ce  i s  Home BOY O f f l c e  (HBO! w i t h  

approximately 13.5 m i  f 1 i o n  households. Although YE0 has 

c o n t i n u a l l y  promised t o  generate new and d i ve rse  k ~ n d s  c f  

programming, i t  s t i l l  focusses almost e n t i r e l y  on t he  showing o4 

f i r s t  and second r u n  Hollywood-produced movies, i n  a d d i t i o n  t o  a 

few o f  i t s  own made-for-TV movies. HE0 i s  exper ievc inq  

di f + i c t t l  t y  because i t s  r a t i ~ g s  are  cccrrentl  y  f a1  1  i ~ g  even t h ~ u g h  

t t ! ~  number of subscr ibers  i s  r i s i n g .  Th is  suggests, accord ing t n  

HE0 spokesmen, a d e c l i n i n g  s a t i s f a c t i o n  w i t h  t h e  programming a t  

HEO. HEO has w ~ r l f e d  through t h e  back log o f  f i r s t - r a t e  Hollywood 

movies, and has a  shortage o f  new h i t  movies capable o+ 

st-tstaiving HHO's mass audience. HE0 has p l ~ r n g ~ l d  i n t o  t he  m q v l  e 

business i n  one e f f n r t  to h a l t  thece t rends,  bu t  t he  p u b l i c  1 -  
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even l e s s  w i l l i n g  t o  accept these movies. (13) 

I+  you look  a t  t h e  k inds  o f  programming t h a t  s e l l s  t o  r e a l l y  

l a r g e  audiemces on cable, t h i s  programming i s  no t  d i ve rse  o r  new 

and i t  e s s e n t i a l l y  revo lves  around spo r t s  and movies. 

Another aspect of t h e  promised pragramming d i v e r s i t y  was the  

supposed a b i l i t y  o f  cab le  t e l e v i s i 6 n  t o  economical ly reach smal l  

segmented audiences w i t h  spec ia l  i n t e r e s t s .  The idea  was t h a t  

w i t h  109 channels, l o c a l  systems cou ld  broadcast c u l t u r a l  and 

o ther  events t o  audiences who would be w i l l i n g  t o  pay f o r  these 

serv ices.  The r e a l i t y  i s ,  however, t h a t  t h e  c u l t u r e  cab le  

programming networks and o u t l e t s  have v i r t u a l l y  a l l  disappeared 

w i t h  t h e  except ion @f Bra.vo, a  purveyor o f  i n r e i g n  movies. CBS 

cable,  which focussed on c u l t u r a l  events, as we1 1  as another 

network ~ 2 1  l e d  Spot1 i g h t  , both  r e c e n t l y  i n  t h e  l a s t  year went ai-lt 

6 second aspect o f  t h e  promised d i v e r s i t y  o f  cab le  was i n  

programming t e l e v i s i o n  f o r  ch i l d ren .  The hope was t h a t  cable,  

w i t h  i t s  g reat  channel capac i ty ,  cou ld  avo id  t h e  pe rn i c i ous  

i n+lctenre' o f  adve r t i se r s  mn c h i l d r e n ' s  programming which t h e  

h r ~ a d c a s t  i ndus t r y  has experienced, and a t  t h e  same t ime  con t inue  

the  age-specif i c  pragramming i n i t i a t e d  by Sesame S t r e e t  and 

E l e r t r i c  Circus. Commercial c h i l d r e n ' s  programming lumps t h e  2 t o  

I 1  year-alds i n  one audience and serves u p  a d i s h  c f  

u n d i  f f e r e n f - i  ated cartnons and na tu re  s t o r i  es, It w a s  hoped t h 3 t  

c.it?le t e l e v i s i  00 cm~t ld  develop pr0gr3ms & o r  speci  +ic st-ib-grocrac 
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w i t h i n  t h e  2 t o  I ?  y e a r - o l d  a u d i e n c e .  B e c a u s e  e a c h  of  t h e s p  

r u b - g r o u p s  is r e l  a t i  v e l  y  s m a l l  , a d v e r t i s e r  s u p p a r t  w a s  n o t  

t h o u g h t  t o  b e  v e r y  l i k e l y  f o r  s u c h  p r o g r a m s .  N i c k e l o d i a n  w a s  t h e  

c a h l e  i n d u s t r y ' s  a n s w e r  d e v e l o p e d  b y  Warner-Ames. N i c k e l o d i a n  is 

beamed o v e r  3,000 c a b l e  s y s t e m s  a n d  c a n  b e  p i c k e d  u p  i n  18 

m i  l l i a n  homes. I t  is g e n e r a l l y  a p a c t  o f  t h e  b a s i c  c a b l e  p a c k a q e  

o f f e r e d  by  l o c a l  c a h l e  s y s t e m s .  (145 

U n $ a r t u n a . t e l y ,  N i c k e l o d i a n  h a s  l o s t  money e v e r  s i n c e  i t  w e n t  

on t h e  a i r  i n  A p r i l  1979. The  local  c a b l e  s y s t e m s  p a y  a b o u t  10 

t o  i5 c e n t s  p e r  month p e r  s u b s c r i b e r  a n d  t h e  p r o f i t  s q u e e z e  is o n  

b o t h  t h e  l o c a l  o u t l e t s  a s  w e l l  a s  Warner-Amex, t h e  owner  o f  

N i c k e l o d i a n .  Warner-Amer c u r r e n t 1  y  h a s  d r a w n  dawn n e a r 1  y  a  

b i l l i o n  d o l l a r s  on i ts c r e d i t  1 i n e s  a n d  is t h e r e f o r e  u n d e r  s e v e r e  

p r e s s u r e  t n  m a b e  s h o w s  l i k e  N i c k e l o d i a n  p r o f  i t a b l e .  One r e s u l t  

o+ t h i s  p r o f i t  s q u e e z e  is t h a t ,  r e c e n t l y ,  N i c k e l o d i a n  a n n o u n c e d  

t h a t  i t  wotrld b e g i n  a c c e p t i v g  commercials, just 1 i k e  b r o a d c a s t  

t e l e v i s i o n ,  f r o m  t h e  s a m e  k i n d s  o f  c o m m e r c i a l  f o r c e s  t h a t  h a v e  

g i v e 0  S a t u r d a y  m o r n i n g  h e a d a c h e s  i n  many Amer ican  h o u s e h o l d s .  A s  

you m i g h t  i m a g i n e ,  t h e  u s u a l  cast  of a d v e r t i s e r s  h a v e  shown up  o n  

N i c k e l o d i  an :  t h e  +rested b r e a k f a s t  m a k e r s ,  t h e  c a n d y  m a k e r s ,  

v ideo a n d  b o a r d  game maF ers, a n d ,  06 c o u r s e ,  b u b b l e  g u m  

mantrf ac t l - ! re f s ,  (15) 

P e r h a p s  t h e  mos t  d i s a p p o i n t i n g  a s p e c t  t o  t h e  c a b l e  p r o m i s e  of 

programminr;  d i v e r s i t y  i s t h e  b e h a v i o r  of  c a b l e  v i e w p r ~  

t h e m z e l  v e s .  F 'resumabl y p e n p l  e who 51 gn up for- c a b 1  e te?  e v i  s r  nn 
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a re  more en thus i as t i c  than those who don ' t  about t h e  p o t e n t i a l  

f o r  cable. Yet t h e  recent  research by t h e  cab le  i n d u s t r y  i t s e l + ,  

and i n  p a r t i c u l a r  by Warner-Amex cable,  i n d i c a t e s  t h a t  cab le  

t e l e v i s i o n  subscr ibers  a r e  w i l l i n g  t o  view o n l y  a r e l a t i v e l y  

smal l  number of channels. A recent  study by Warner found t h a t  i n  

cable systems o f f e r i n g  40 o r  more Channels, most o f  t h e  channels 

g~ unused. (16) I n  t h e  average cab le  household, on1 y 9 channels 

+ r e  used i n  a week, and 30 channels accounted f o r  95 percent  af 

t h e  viewing. Dur ing t h e  wave o f  optimism about cab le  t e l e v i s i ~ n  

i n  t he  e a r l y  19705, t h e  promise t h a t  80 t o  100 channels would 

o f f e r  v iewers a great  v a r i e t y  o f  spec ia l  i i ~ d  enter ta inment  f a i l e d  

t o  take  i n t o  account t h e  f a c t  o f  l i m i t a t i o n s  o f  time-- *her-P 

sf mpl y  i s n  ' t  t ime  i n  t he  l i v e s  04 many Americans, perhaps even 

most Americans, t o  watch 40 cab le  channels. A d i f f e r e n t  s tudy 

completed + ~ r  t h e  Nat iona l  CabZe Te lev i s i on  Assuciat ion,  an 

i ndus t r y  t r ade  group, concluded t h a t ,  "It i s  l u d i c r o u s  t.o have 

100 channel5 o f  programming." The D i r e c t o r  o f  t h e  s tudy +ound 

t h a t  90 percent o f  subscr ibers  i n  new cab le  systems a r e  w i l l i n q  

t o  pay f o r  one premium cab le  serv ice ,  such as Home Enx O f f  i c e ,  

hu t  on l y  50 percent a re  w i  1  l i n g  t c t  pay f o r  a second prewi urn 

serd ice,  and on ly  25 percent  a re  w i l l i n g  t o  pay f o r  a  t h i r d  one. 

(17) I n  a d i i f e r e n t  s tudy re leased i n  November- o f  1982 by 

Te lev i s ion  budlence Assessment, Inc .  , a research company i n  

C*mhridge, Mass3chusetts, i t  was found t h a t  cab le  subscriber-s 

w?+ched " t w o  more channels than ncm-subscribers, but  t h i s  + e ! l c  
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f a r  s h ~ r t  of t he  t o t a l  nr-tmher of channels a v a i l a b l e  t o  them". 

!19) Major cab le  companies are  now us ing  t h i s  l a t e s t  research 

i n d i c a t i n g  t h e  i n d i f f e r e n c e  o f  t h e  cab le  p u b l i c  t o  numbers of 

channels t o  suppor t  t h e i r  arguments i n  Milwaukee and o ther  towns 

t o  change e x i s t i n g  con t r ac t s  from l0!5. channel systems down t o  40 

avd 50 channel systems. ! 19) 

On programming d i v e r s i t y ,  t he re fo re ,  i t  would appear s e v e ~ a l  

t h i n g s  a re  apparent: t h e  cab le  t e l e v i s i o n  p u b l i c  i s  un in te res ted  

i n  watching more than a  hand4ul o f  s t a t i ons ,  t h e  cab le  t e l e v i s i o n  

i ndus t r y  is unable t o  p rov ide  hi gh-qua1 i t  y  programming on more 

tttan a hand*vl of channels, t he  audiences a re  t o o  smal l  and t o o  

segmented fnr t h e  cab le  i ndus t r y  t o  reach economical ly,  and l a s t ,  

t he  on ly  way new high-qua1 i ty programming can develop on cab le  is 

w h e n  l a r g e  mass audiences cap be i d e n t i + i e d  and reached w i t h  

h i  gh-qua1 i t y  programming. Th is  suggests a l o g i c  very  s i m i l a r  t o  

o rd ina ry  broadcast t e l e v i s i o n .  Hence, r a t h e r  than p rov i d i ng  u s  

w i t h  programming d i v e r s i t y ,  cab1 e  t e l e v i s i o n  seems locked i n t o  

t he  c rea t i on  o f  homogenized programmi ng deL i v e r e d  t o  vast,  mass 

audiences -as  t he  on1 y  economic a1 t e rna t i ve .  

6. I n t e r a c t i v e  Te lev i s i on  ' 

One o f  t h e  promised f e a t ~ i r e s  o f  cab le  t e l e v i s i o n  t h 2 t  

a t t r a c t e d  many ? i b e r a l s ,  i n c l u d i n g  myself,  in t h e  mid-197C)sT w a s  

t he  potenti a1 *o r  developing l rg te rac t i ve  two-way cab le  te l  ev ls le>n 

sy~terns  i n  whlch t h e  viewer C G I - ! ~ ~  reSpDnT1 t o   message^ sent frarn 
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t h e  h e a d  e n d  a n d  p o t e n t i a l l y  w h e r e  t h e  v iewer-  y o u l d  o b t a i n  a 

c o m p u t e r  termi 'na .1  t o  stdre a n d  r e c e i v e  m e s s a g e s  a n d  t o  i n t e r a c t  

f u l l y  w i t h  o t h e r  p a r t i c i p a n t s .  I  f e l t ,  a t  t h e  t i m e ,  t h a t  t h e  

d e v e l o p m e n t  o f  i n t e r a c t i v e  c a b l e  t e l e v i s i o n  c o u l d  p o t e n t i a l  1 y 

r e p l a c e  t h e  t e l e p h o n e  c o n +  e r e n c e  c a l l  f o r  p r a v i  d i n g  a n  electrorti c 

f a r m  i n  w h i c h  c i t i z e n s  c o u l d  o r g a n g z e  o p p o s i t i o n  t o  a p o l i t i c i a n s  

a n d  v e s t e d  i n t e r e s t  g r o u p s .  I c a l l e d  t h i s  t h e  p o t e n t i a l  f o r  

" c i t i z e n  t e c h n o l o g y .  

The  t e c h n i c a l  c a p a b i l i t y  o f  c a b l e  t o  h a ~ d l e  m e s s a g e s  g o i n g  

b o t h  ways  f r o m  t h e  b r o a d c a s t  s t u d i o  t c ~  t h e  home a n d  v i c a  v e r s a  

f r o m  the home t o  t h e  s t u d i o  w a s  h e r a l d e d  i n  t h e  mid-70s a s  t h e  

f u t u r e  o f  tef  e v i s i o n  a n d  t h e  t r a n s f o r m a t i o n  o f  p a s s i v e  v i e w i n g  

i n t o  a c t i v e  i n v a l v e m e n t .  I t  c r e a t e d  h e a d 1  i n e s  a n d  i n  p a r t i c ~ t l 3 t -  

h e l p e d  o n e  o f  t h e  major- c a b l e  c o r n p a n e i s ,  Warner-amex C a b l e  

I=clmmcinications, t o  s e c u r e  e x c l u s i v e  c a b l e  t e l e v i  5 i o n  f r a n c h i s e s  

i n  m s j o r  c i t i e s  a r o u n d  t h e  c o u n t r y  nn t h e  b a s i s  o f  its p r o m i s e  t o  

d e v e l o p  s o p h i s t i c a t e d  two-way i n t e r a c t i v e  c a b l e  t e l e v i s i n g  

s e r v i c e s .  T h i s  s y s t e m  was  c a l l e d  t h e  "Qube" s y s t e m  by  

Warner-Arne?!. T h i s  s y s t e m  u s e d  a s p e c i a l  box a t t a c h e d  t o  the 

t e l e v i s i o n  set w h i c h  a l l o w e d  v i e w e r s  t o  taX k b a c k  t o  t h e  s c r e e v  

at t h e  t o u c h  of a b u t t o n .  A d m i t t e d l y ,  t h e  b l a c k  box was n o t  a 

c o m p u t e r  t e r m i n a l ,  t h e r e  w a s  n o  d i s t r i b u t e d  l o c a l  i n t e l l i g e n c e  

w i t h  t h e s e  d e v i c e s ,  b u t  p e r h a p s  t h i s  c o u l d  f o l l o w .  Wi th  nub?,  i t  

became p o s s i b l e  t o  re31 ster  o p i n l ~ n s ,  p a r t i c i p a t e  i n  qame s h o w s ,  

a s k  q u e z + i o n s  nn t a l k  s h o w s ,  order  rnnv ies ,  col l e g e  c a u r s e s  +I-- !  
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o ther  programs, and even do shopping. Indeed, two-way cab le  was 

t he  techno log ica l  foundat ion f o r  te leshopping over cab le  a ~ d  i 7  

many o the r  respects  was t h e  t echn i ca l  foundat ion f o r  t h e  f u t u r e  

of a hos t  o f  o ther  serv ices  f rom home banking t o  a.1 arm systems t n  

medical ass is tance programs. 

Unfor tunate ly ,  t h e  b e l l e  o f  t h e  cab le  f a b l e  -- i n t e r a c t i v e  

cab le  -- a f t e r  years or experience, i s  be ing c u t  back o r  

e l im inated.  The Bube system has l o s t  more than 930 m i l l i o n  

d o l l a r s  s i nce  i t  f i r s t  came i n t o  ex is tance i n  Columbus, Ohio and 

f u r t h e r  developed i n  C inc i nna t i ,  P i t t sbu rgh ,  D a l l  as, Houstno and 

t h e  st-!burbs of S t .  Locri s. Last  Jan~tary,  Warner-Amex f o l ded  t h e  

Qube network which provided 90 minutes o f  spec ia l  i n t e r a c t i v e  

programming each n i g h t  t o  more than 350,000 viewers i q  these 

r i t i e s ,  Local  two-way Qube programs have a l s o  been scaled back 

by as much s s  75 percent. Planned systems i n  M i  1  waukee, 

Brooklyn, and Queens, New York w i l l  r e ce i ve  few i f  any 

i n t e r a c t i v e  programs. I n  t h e  f u t u r e ,  according t o  Warner-amex, 

Bube w i l l  be used p r i m a r i l y  f o r  i t s  most l u c r a t i v e  f e a t u r e  -- 

"pay p e r .  view" f i l m s  -- t h a t  subscr i  bers  can order  on i mpul se. 

f20) P a r t i c i p a t o r y  progra.mming w i l l  appear on l y  i f  i t  can pay f o r  

i t s e l f  w i t h  subscr iber  fees  o r  commercial sponsorship. Althouqh 

people do l i k e  t o  s i t  i n  f r o n t  o f  t h e i r  t e l e v i s i o n  s e t s  and pt-tsh 

but tons  and see snmething happen on t h e  screen as v ideo games 

have demonstrated, Warner-Amex f uund t h a t  o+f  e r i n g  Quba i a i  l ed t o  

a t t r a c t  t h e  expected 1 0  t o  15 percent  add i t i nns1  viewers t e  cab le  
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systems. I n  f a c t ,  Bube has no d i s c e r n i b l e  a f f e c t  on inc reas ing  

t h e  number o f  cab le  subscr ibers  f o r  Warner-#me:<. Only about 2 

percent  o i  Qupe's 350,000 subscr ibers  watched t h e  most popular of  

t h e  i n t e r a c t i v e  o f f e r i ngs ,  t h e  game shaws. I n  t h e  course o f  a 

month, cumula t ive ly  about a  quar te r  of Bube's subscr ibers  chnose 

t o  p a r t i c i p a t e  i n  some form o f  twozway programming. I n  o ther  

wards, three-quar ters  o f  those viewers g iven t h e  oppo r t un i t y  t o  

watch Bube da not.  Next t o  t h e  game shows, i n t e r e s t i n g l y ,  p u b l i c  

p o l i c y  shows i n  which people couf d  d i r e c t l y  reco rd  snd i n d i c a t e  

t h e i r  p a l  i t i c a l  preferences produced t h e  second h ighes t  l e v e l  of 

p a r t i c i p a t i o n .  (211 I n  any event, t h e  promise o f  i n t e r a c t i v e  

cab le  t e l e v i s i o n  has l a r g e l y  been dashed because o f  broad 

d i s i n t e r e s t  on t he  p a r t  nf t h e  p~ i .b l i c .  Poor programming can 

e.:tplain some but  no t  a l l  o f  t h i s  l a ck  o f  i n t e r e s t .  

7. P o l i t i c a l  P a r t i c i p a t i o n  

# l a s t  hope o+ t h e  suppor te rs  o f  cab le  t e l e v i s i o n  was t h a t  

t he  development of t h i s  new technology wouId lead t o  a  vas t  

e:-pansion. i n  l e v e l s  o f  p o l i t i c a l  p a r t i c i p a t i o n  i n  t h e  Uv i t ed  

S t a t e s .  The hope was t h a t  a c t i n g  i n  a broadcast mode cab le  

t e l e v i s i o n  would be ab1.e t o  d e l i v e r  more p o l i t i c a l  i n f o rma t i on  

and p o l  i t i c a l  news t o  American homes, would permi t  p o l  i t i c i  an5 

more uppo r t un i t i e s  t o  e x p l a i n  t h e i r  p o s i t i o n s  i n  pragrams to t h e  

pub l i c .  And, n p e r a t i r q  i n  ap i n t e r a c t i v e  mode, i t  was hoped t h a t  

cab le  would permi t  c i t i z e n s  t o  r e g i s t e r  t h e i r  views and t n  
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incluence the political process by organizing among5t like-minded 

people political caucusses to influence the political proEess. 

I shared this hope for the pol iical impact of of cable television 

in an ideal world. 

But it isn't an ideal world. There were limitations o+ time 

which mean that citizens have a liGited amount of time to pay 

attention to politics. There are 1 imitations of size: everybody 

can not participate at once even with cable television or any 

fareseeable technology, and it's difficult to electronically 

stage the participation of citizens in a meaningful. way when the 

number of citizens involved is in the hundreds of millions. And 

last , there are limitations of social and political inequality: 

pn l  i tical 1 y-active citizens would potential 1 y dominate the new 

participatory channels offered by cable, and social inequalities 

w ~ u l  d 1 argel y be unaddressed by cab1 e television, rneani ng that 

those who had less education and less income would 1 i kel y be 

unable to participate in cable political programs, 67 real isti c 

view of the 1970s was that insof ar as cable television was used 

as a part o+ political programming, it would face some severe 

df +f  iculties and challenges. ( 2 2 )  

As it turned out, these worries were unfounded simply because 

cable television has had such a limited impact on politics and 

pal itical participation of  citizens. Consider, for instance, the 

channel which rep~rts an a 24-hour bssis on the proceedings going 

on in Congress, the C-Span Networl-., C-Span is one of the basic 
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services provided to more than 16 million cable hoqies. Pi recent 

study by an Ahnenburg graduate student, Janet B~akes, parallels 

the findings of an earlier Arbitron study which found that even 

though C-Span gets into 16 million homes, a very small number of 

people actuslf y watch it. The Foakes study found that only 27 

percent of cable subscribers had Seen C-Span once, 13 percent 

watched it more than 30 minutes a week, and 1 percent watched it 

daily. (23) a5 it turns out, broadcasting the activities and 

programs and speeches of politicians is pretty boring stuff. On 

the interactive side of the cable fable, as w e  pointed out above, 

pol it i cal parti cipati on i s 1 argel y unavai 1 able now because of the 

cut-bachs in the Gube system. It is interesting to consider, 

however, that there must have been some demand far political 

parti cipati on insof ar as pub1 ic iss~~e programming on the Qube 

system was the second most pctpctlar kind of interactive 

programmi ng ne:tt t-o tel evi sion game shows. 

C9rrcl LiSl on 

I started this talk with three questions. First of 3 1 1 ,  

which cable fable was true -- the optimistic cable fable which 

predicted a techrio1ogics.l cornucopia, or the pessimistic cab1 e 

fable whxch predicted a more negotiated, much more slower-mov1 ng 

and poteqtially disappointing outcome for cable television3 The 

secon5 que~ticir was whether o r  not my boob- was essentially 

cnrrert in zts assessmert of the pracpects f o r  cable telev153 or  
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being used t m  enhance the  operat ion of  a democrecy. Third, I 

wanted t o  exp lo re  some of  the reasons why I disconnected cab1 e 

tw ice i n  t h e  l a s t  decade. 

I t h i v k  t h e r e ' s  no doubt t h a t  the  o p t i m i s t i c  cable f a b l e  turned 

av t  t o  be essen t ia l1  y incor rec t .  The cable indus t ry  over 

p r~mised ,  and u l t i m a t e l y  was unable t o  de l i ve r .  Second, the  

cable i n d u s t r y  f a i l e d  t o  take i n t o  account i n  both  i t s  investment 

decis ions and i v  i t s  pub l i c  pronouncements t he  presence o f  other  

compet i t ive technologies such as t he  ex i s t i  ng telephone system, 

video qames used on regu lar  t e l e v i s i o n  sets, personal computers 

which can provide many serv ices t h a t  are compet i t i ve  w i t h  cable 

services, sate1 1 i t e  transmission, microwave transmi s s i  on, acd 

even the  video recorder which permi ts  viewers t o  r e n t  p rec i se l y  

those movies they wish, r a the r  than r e l y i n g  on t h e  t as tes  od a 

cable t e l e v i s i o n  prngramming executive. I n  1984, 8 m i  11 i o n  video 

cassette recorders w i l l  be sold, and they w i l l  be i n  20 m i l l i o n  

homes. (24) More and more a+ these viewers r e n t  t he  mavies they 

w3nt t o  see, d isp lac ing  an important r o l e  o f  cable. So, i n  m y  

opinion, t he  o p t i m i s t i c  view was e s s e n t i a l l  y inaccurate. 

On the  other  hand, I be l ieve  t he  pess im is t i c  view of  cable is 

perhaps premature and t h a t  i t  underestimates t he  p o t e n t i a l  o f  

cable t e l e v i s i o n  i n  the  fu ture .  I t  may very we l l  be t h a t  cable 

is undergoing some growing pains a t  t he  present moment. 32 

mi l l i o n  homes have cable and t h i s  i s  a respectable measyre o+ 

commercial success. Growth w i l l  slnw i n  t he  fcrture, b r t  t h i s  is 
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e n t i r e l y  n a t u r a l  as s ~ t u r a t i o n  o f  t h e  mark-et approaches. But t h e  

r e a l  f u t u r e  f o r  cab le  i s  as an a l t e r n a t i v e  f u l l  s e r v i c e  

i n t e r a c t i v e  telecommunications network capable o f  r ep l ac i ng  t h e  

telephone system which i s  appraaching, i n  concept, a hundred 

years i n  age. I t ' s  about t ime  we had a telecommunications 

network which i s  economical, h igh-capaci ty ,  f u l l y  networked and 

i n t e r a c t i v e ,  capable o f  hand l ing  video, v ~ i c e ,  and d i g i t a l  

communications. Without such a common switched network i n  t h e  

Un i ted  States,  t h e  prospect i s  t h a t  w e ' l l  be s e t t i n g  up hundreds 

o i  thousands of l o c a l  area networks and o f f  i c e  systems 

uncunnected t o  one another when i t  would be so much more 

economical and r a t i o n a l  t a  develop a h igh1 y- in tegrated,  

i n t e r a c t i v e  cab le  network system. Unfor tunate ly ,  t h i s  view of 

t he  r e a l  p o t e n t i a l  of cab le  t e l e v i s i o n  i s  a long, long t ime  i n  

the f u t u re .  The telephone system is i n  p lace  and i s  c u r r e n t l y  

mare than adequate f o r  hand l ing  low-speed d i g i t a l  communications. 

Although i t  cannot handle p i c t u r e s  adequately, i t  can be a 

powerf 1-11 t o o l  f o r  te lemarket ing  and f o r  commerci a1 ~ n t e r p r i  ses 

that r e q u i r e  an i n t e r a c t i v e  c a p a b i l i t y .  

The l a s t  quest-ion concerns why I disconnected cable f rom my 

h ~ m e  tw i ce  i n  t h e  l a s t  decade. I t h i n k  t h i s  gaes t o  t h e  hear t  o f  

t he  disconnect prbblem of cab le  t e l e v i s i o v  across t h e  Un i ted  

States.  Disconnects a re  a r a p i  d l  y-growing phenomenon which is 

t h rea ten ing  t h e  pay se rv i ces  as w e l l  as t h e  bas ic  serv ices.  f 

d i  sconnected because I became convinced t h a t  cab1 e t e l  eu i  si on 1 s  
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probably  a t echn i ca l  and perhaps even a commercial success, bu t  a  

c t t l t c i ra l  f l o p .  I found t h a t  t he re  was b a s i c a l l y  no th ing  n t h e  

cab le  t h a t  was super io r  t o  o rd i na r y  broadcast t e l e v i s i o n  e ~ c e p t  

perhaps a c l e a r e r  p i c t u re .  I found t h e  programming t o  be 

b a s i c a l l y  d u l l  and un in te res t ing .  I found very  l i t t l e  d i v e r s i t y .  

The ~ u l t i t r a l  o f f e r i ngs  were weak, ~f n o n - e ~ i s t e n t .  And t h a t  l e f t  

me w i t h  s p o r t s  and pornngraphy which i s  r e a d i l y  a v a i l a b l e  over 

t h e  r egu la r  broadcast ing networks. I n  a d d i t i o n  t o  these 

pt-oblems, cab le  t e l e v i s i o n  f a i l e d  t o  p rov ide  me w i t h  movies t h a t  

I enjoyed, and as a r e s u l t  I purchased a v ideo recorder  which 

supp l ies  me w i t h  p r e c i s e l y  those movies I want t o  watch. Cable 

can probabl y  never improve on videocassettes,  Moreover, through 

m y  personal camputer a+ h o m e  and the o rd ina ry  telephone, I can 

contac t  any one o f  a number of l a r g e  databases ss w e l l  as my o w n  

unF v e r s i  t y  msi 1 system. Therefore,  w i t h  a c o m p u t ~ r  and a 

t.elepbone, I have v i r t u a l l y  a l l  o f  t h e  d i g i t a l  s e r v i c e  t h a t  I 

requ i re .  Moreover, g iven t h e  demands 04 t h e  k inds  o f  l i f e  t h ~ t  

@@st nf us lead, the re  s imp ly  i s n ' t  t ime  i n  my l i f e  o r  m y  

i a m i l y ' s  l i f e  t o  watch m u c h  t e l e v i s i o n .  I +  t h e  cab le  t e l e v i s i c w  

i n d u s t r y  h ~ p e s  t o  increase i t s  pene t ra t i on  o f  American homes much 

abqve 65 o r  70 percent,  where i t  cov l d  e a s i l y  p la teau,  then it 

w i l l  have t o  address same o+ t h e  c u l t u r a l  shortcomings f its 

cur ren t  o+ f  er ings,  Unfor tunate ly ,  t h e  cu r ren t  economics o f  t h e  

cable i ndus t r y  do not  look encouraging: t h e  i n d u s t r y  i s  ru r re r - t t l v  

wiric-ig up some v e r y  h igh- rns t  urban areas which i s  r a p i d l y  
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i n c r e a s i n g  i ts d e b t  l o a d  t o  d a n g e r a u s  l e v e l s ,  w h i l e  a t  t h e  s a m e  

t i  m e ,  i t  is l o c k e d  i n t o  .f i x e d - r a t e  i n c r e a s e s  f o r  t h e  f o r e s e e a b l e  

f u t u r e  u n l e s s  t h e  c u r r e n t  f e d e r a l  l e g i s l a t i o n  a1 ters t h a t .  

Moreover t h e  p r o s p e c t  of n e a r  t e r m  h i g h e r  i n t e r e s t  rates is  

e s p e c i  a1 l y  ominous.  Even i f  i t  is a l l o w e d  t o  raise i ts r a t e s  

ss new f e d e r a l  l e g i s l a t i o n  removes local r e g u l a t i o n ,  nobody 

r e a l  1 y knows t h e  p r i c e  s e n s i t i v i t y  of c a b l e  t e l e v i s i o n .  I t  c o u l d  

b e  t h a t  a 10 p e r c e n t  rise i n  t h e  p r i c e  of  c a b l e  c o u l d  l e a d  t o  

h o r e n d o u s  l e v e l s  of d i s c o n n e c t s  and  p e o p l e  w i t h d r a w i n g  f rom t h e  

sys t em.  The o n l y  way t o  overcome t h i s  is $ o r  c a b l e  t o  o f f e r  more 

pragramming d i v e r s i t y  and  m o r e  s e r v i c e s  t h a t  are u s e f u l  t o  a 

w i d e r  v a r i e t y  of s m a l l  sub-groups .  The a l t e r n a t i v e  t o  t h i s  r o u t e  

i f o r  c a b l e  t o  f o l l o w  t h e  p a t h  of b r o a d c a s t  t e l e v i s i o n  which i s  

t o  r e l y  upan m a s s  a u d i e n c e s ,  l a w  programming d i v e r s i t y ,  and  h i g h  

1 e v e 1  s of  economi c a n d  i n s t i t u t i o n a l  c o n c e n t r a t i o n .  

U n f o r t u a n t e l y ,  t h i s  is p r o b a b l y  t h e  s a f e s t  p a t h  f o r  c a b l e  and  t h e  

p a t h  l i k e l y  t o  b e  f o l l o w e d .  
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