Il' IS alittle affer niné o'clock in the mern:
mg in Grapevine, a |lzafy suburh of Dal
las, Texas, and Thomzs Hizon, a Verlzon
engineer, is hard at work installing equip:
ment ouwtside A customer’s house, This is
one of the neighhourheods where Ver:
zoty, America’s second-largest telecoms
firm, has laid fibre-ppiic cable under the
srreets ag part ol an $13 hillion aetworle
constraction progamme By 2o its ca
bles will pass 18m American homes.

A directional boring maching has ab
ready: drilled a |iny underground tunmel
under the driveway; allowing a finzl
length of fibre to be run from the neigh-
bourhood splicesbox w the customers
house. This single fibre can suppor mulii-
ple phone lines, éo-megahitper-second
internet access and over 400 Wwlevision
channals, with ptenty of caprcity 1o spare.

By lunchtime, Mr Hixon has finished
instulling everything. The phones e
waorking, the broudband (s running and he
is demonstrating how to work the digital-
video recorder (5vr), which allows pro-
gramimnes to he piused, rewound and re-
corded. Rober: Blalock, the newest cus-
tomer for Verizon's new Fios networl;, 16
grinning broadly. Buying phone. hroad-
band and wlevision service together gives
him & discount of 308 month and a single
bl easier than thiee separate ones.

Verizan's Fios project )S one of the
mast embitions exampleg of how tele:
Comsoperators around the world are mov-
ing anio television seryicss, in direct re-
sponsé to the march of cable operators

into the voice marke(. The snag froim the te-
lecoms firms’ pomt of view isthatwhergag
it casts very litile 10 provide vanee services
over an existing cable merwor, it {s vary
expensive to upgrade telecams networks
to deliver telavision over breadband in
termel connections, a technalogy generally
ceferred to ayinternet-protocol TV (v

With ({s Fios project, Verizon isonenfa
handful of operators around the world to
have taken the most mxpensivesoute ol all,
“fibra 1o the premises” (Fr7e), is. ruaming
fibre right up t customeis” homes. The
uihers are NTT 2nd SoftBank In Jspan, kT
in South Kotes,.and operators in parts of
Sweden, Wtaly, Denmark and a few other
counsnies, The cost involved has weighed
on Verizon's share price, and its credit rat-
ing has been downgraded, “The market is
very sceptical of Flosspending,” accand-
ing 1o Blake Bath, an analys a1 Lehmann
Brothers, earlier this yesr.

But the service §8ams o be praving
popular; in Keller, Texas, the firs{ suburb
where the fihre nstwork was mwiled puy,
over 35% of homes have already sub-
scribed to Flas v, and over 40% 16 the
broadband sexviee. Thls bodes well for Ve-
rizon's plan 10 aclieve §590% markey
penétration for broadband and 20-25% for
Tv in the areas covered by its new net
work, which afready Inciudes pans of
Texus, Virginia and Florida.

Strella Lau, president of Verizot's aper
alns in Texas, sayy the take-up of the “r
ple-play" bundle of voice, broadband and
telévisian over Fios is nearly 80% of those

raliing Fios at all The average revenus pa

usér, a key industry measure, i growing,

and in every arca where Fios & availablé
Verzzon has heenable 1o reduce the rate:an
whiich it iz losmp voice. subseribers; in
SOME areds, itig even adding some.

Twantmy IPTV
Butfor the ultiniate example of an frcum-
bent telecoms fizm moving into v, you
heve to visit Hong Kong. When pecyvy, Lthe
local phone company,; lamched 8 Tv-
averbroadband service in Septémber
2003, everyane laughed: f had tried simi-
lar ventures {wice before, m 19946 and
2000, and had failed on both occasioms.
But {ts néw service, Now Broadband v,
proved a success, Today it has maore than
40% of thg market and s on course o dis-
pléce the local cable operator as the mein
providerof pay-rv in Hong Kong
Moreover, lasy year #cGw became nrie
of the first mcnmhbent operators world-
wide toarmest the decline i ixed-line Sub-
seribers. This 15 the kind of suicess that
orhertelecoms firms dream of:a new ses-
vice that not only stops line loss: but beats
the cablé companjes at their ows game
and brings In new revenue, Better sull, the
SETVICH i§ 1 acmdmtummupmhlaHtay
the vnd of the vear. No wonder thal “just
about every phone company inthe word”®
has come (o sty pocw, says Alexander
Arens. the firm's finsnce chief, peow. s,

oW adyising telecams firms 0 saveral

eountiies shour how w emulate 115 sug
cessful mlbonat of vrrv.



