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An Economic Analysis of Leased Channel Access for Cable Television, (with Stanley M.
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Services, Docket No. 87-266, October 3, 1994 (on behalf of Adelphia
Communications Corporation, Cablevision Industries, Comcast Corporation, Cox
Enterprises, Inc.)

Rebuttal Testimony. In support of Oceanic Communications Application for Certification
from the Hawaii Public Utilities Commission, Docket No. 94-0093, December 16,
1994 (on behalf of Oceanic Communications).

Competition in Wideband Location Monitorina Systems, Motion of Southwestern Bell
Mobile Systems, Inc., to accept Supplement to Reply Comments, PR Docket No.
93-61, October 1993, (on behalf of Southwestern Bell Mobile Systems).

An Assessment of the Beacon Initiative, Implementation of Regulatory Framework,
Canadian Television Radio Commission, Telecom Public Notice CRTC 94-52, 94-56,
94·58, March 20, 1995 (on behalf of the California Cable Television Association).

November 1995

10



APPENDIXB



NOU 01 '35 J. 7: 05 ~R 'vlt"'S-i...I~S"" .'. V:J T ''''',''- .212'2393545:. 7753675 p.02/06

.... r.t
f212J1JI.201D

IMnIit
"'G1DI12O....,
f1IJ1I II1.:n5Z

1M""(2111..,111,.,.
~t1l1.Z'1'

IINt/wd
11Q1Q.1119

~
(3UJ14mt...
a14U4MitJS,.....
{61.54f.11tJD

"'.....,.
a,.~.....
(7t~"tl35

A 4m.'qAItiIiate

DATI:
TDOI

Na1WOO:
PItOCDAM

October 31, 1995
9:00-10:00 PM (ET)
PBS-TV
Frontline

Robert Krulwich, host:

Now, I know that some of you are thinking, 'This has
nothing to do with me, because I don't surf the Internet
and I certainly don't subscribe to any digital newspapers-­
not in my lifetime. All I do is I just go home, sit down
and watch TV.' Well, you are not excused from the future
either, because you should know that there are certain
companies who are very anxious to make some adjustments to
your TV.

This is the future racing towards your TV set. It'S
a new television service called Stargazer.

(clip from Stargazer)
Unidentified Announcer: You are a pioneer on the
information and entertainment superhighway.

Hi, and welcome to Stargazer, the world of
interactive television. It's totally revolutionary.

Krulwich: Well, that's easy for him to say. But what do
the customers think?

Patricia Gadziala (sp) (Fairfax, Virginia): I can't
imagine why anybody would turn this down. We love it.

Krulwich: You love it.

P. Gadziala: We love it. We don't have cable. We love
it.

Ed Gadziala (sp) (Fairfax, Virginia): It's great.

Krulwich: Meet the Gadzialas (sp) of Fairfax, Virginia-­
Patricia, Ed, and ten-year-old Reed (sp). And guess who
i8 the Stargazer expert?

P. Gadziala: We let Reed do it.

Reed Gadziala (Fairfax, Virginia): They can't- they
can' t ...
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P. Gadziala: Well, we can, but we let you do it.

Krulwich: Do you believe them when they say they can?

R. Gadziala: No.

Krulwich: whac Stargazer does ~s bring the video store
right to your living room.

P. Gadziala: They said to us that it would be very similar
to Blockbuster, buying a- just renting a video at
Blockbuster.

Stargazer Announcer: We're talking about an exciting new
world of entertainment and information right at your
fingertips.

Krulwich: Well, okay, there are actually a lot of things
to choose from in Stargazer. You have a whole .election of
movies here, and then there's TV favorites--which would be
"Donahue" and "Gera,ldo" and stuff. And then they've got a
Kids' Zone for kids programming.

Stargazer Announcer: Isn't Stargazer great?

Krulwich: Only with Stargazer, you are billed for what you
watch, one program at a time. So, you can watch "WWF
Wrestlemania," that costs a dollar-forty-nine. You can
watch 1'60 Minutes: 2S Years," that costs ninety-nine
cents. So now, over a month, how much do the Gadzialas
spend?

R. Gadziala: Fifteen or twenty dollars, maybe? Thirty,
maybe?

P. Gadziala: We pay more like thirty, it would be. About
thirty dollars a month.

Krulwich: Does that surprise you? Is that more than you
thought you would spend?

P. Gadziala: That's about what we were spending at
Blockbuster renting movies.

Krulwich: And what does that thirty dollars comprise
mostly?

P. Gadziala: Movies.

E. GaQziala: New movies.

Krulwich: But movies are only the beginning.

Stargazer Announcer: Soon, you'll be able to shop at your
favorite stores without leaving home. No crowds, no
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waiting in line--it's great. And it's all brought to you
by Bell Atlantic Video Services.

Krulwich: The telephone company?

Stargazer Announcer: I mean, we're making history here.

Ray Smith (Chairman. Bell Atlantic): You're connected via
the telephone wires out to the supercomputer that stores
all of the hundreds and hundreds of movies.

Krulwich: Well, let's suppose my Aunt Margaret calls. Can
I make a phone call or receive a phone call at the same
time that I'm getting the movie?

Smith: Oh, yes, you can watch the movie, as a matter of
fact, while you don't listen to Auntie on the telephone.

This is the delivery of information, and the control
of information, to individuals in a way that they've never
had in the history of the world.

Krulwich: But wait a second--there's a little problem
here. The boxes that the phone companies want to put on
our TVs, the ones that they're connecting to the giant
computers, are very expensive. Even if they sell lots of
these boxes, they'll still cost about, oh, four hundred
dollars per household. Now, am I gonna (sic) pay that four
hundred dollars? Would anybody pay four hundred dollars
for the right to pay another hundred bucks per month on
stuff? Well, nobody I know. So, someone's got to make
these boxes free. The phone companies say advertisers will
pay, and they say, we will want the ads.

Smith: That's what the market trial is all about. We're
trying to figure out how much people would be willing to
have additional ads subsidize some of the things that they
do. Today, you can watch the movie on Stargazer and you
have no ads whatsoever. We will be adding, however, the
ability to have advertisers. But the customer will choose
that.

Yuulwich: Why would I choose an ad?

Smith: Well, because you can say that you can get
Jean-Claude Van Damme for two dollars and fifty cents
without ads; or you can get him with ads for a buck. A
number of people will say, 'I'll take the ada.'

Krulwich: You get the film for free; all you have to do
1s answer fifteen questions about your interest in washing
machines. would you do it?

R. Gadziala: Yeah.

Krulwich: I'm not asking you--you don't buy washing
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machines. I'm asking you two.

P. Gadziala: You know, we're only watching movies here.
Yeah, sure. For three-twenty- yeah, for a three-twenty­
nine movie, if they wanted to- for- if it was gonna (sic)
take me five minutes to answer fifteen questions about
washing machines? Maybe--sure. I don't have a problem
with that.

Smith: Advertisers can come in and say that in the
two-hour movie, I'll take twenty minutes of advertising
that ca~-not be fast-forwarded or erased, twenty minutes
of ...

Krulwich: Ah--I mean, I can run through the movie fast,
but I can' t run through the ad.

Smith: Because, in effect, you're saying rather than
paying two dollars and ninety-nine cents or three- three
dollars and thirty-nine cents, I'm willing to get this for
a dollar and a quarter and listen to your ads.

P. Gadziala: I just want to use it for pure entertainment.
If you want to ask me some questions about some things,
that's fine, but I'm not interested to then dial up the 800
number and- and make a major purchase. I would hope that
that's not where this is headed.

E. Gadziala:: Right.

Krulwich: The Stargazer system is set up to track the
behavior of all the customers, so everything you do is
recorded on massive supercomputers. Each one of these
black boxes remembers every transaction coming from thirty
thousand homes.

Smith: So, it's gonna (sic) be advertising, transactions
and entertainment-on-demand. Great--a marvelous package.

Krulwich: So already you've got a business that I'm not- I
hadn't thought about, but you already have the business of
who's watching.

:;;mith: Oh, absolutely. And so we know who to promote to,
and we get all sorts of information. We would not use the
information if the customer didn't want US to. But most
people don't care. They say, 'Sure, I'll be glad to.'
Stargazer therefore knows what you're doing.

P. Gadziala: We're very much aware of the fact that they
know everything ...

E. Gadziala:: We're being monitored.

P. Gadziala: ... that we do, everything that we watch, and
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we're intimate with Bell Atlantic in that regard.

E. Gadziala: Yeah.
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