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YOUTUBE ON THE BOOB TUBE:
DEVICES AND SERVICES BRING THE INTERNET
STRAIGHT TO TELEVISION

The rise of video on the Internet created a new challenge for television producers,
and they eventually responded by making programs available on their own Web sites
as well as on sites operated by independent distributors. Now, distributors are sending
Internet content back to the television, but television watching of Internet content will
come with special consumer capabilities, including the active ability to access and
control the content watched on the once denounced passive ““boob tube.”

New services will allow consumers to watch Internet video on their televisions.
These new systems require special hardware and even some luck in connecting devices
in one part of the house. Eventually, this hardware will go away, and customers will
be free to watch on their TVs whatever comes over the Internet and will also be able to
stream or download additional content from special distribution Web sites. This will
complete the integration of television, with its larger picture and higher resolution, into
the Internet digital environment, with its expanded access to a world of content and its
enhanced control of how that content is used.

From Viewer to User

Televisionsare partofthe furniturein 97 percentof
American homes, and 65 percent of those homes
subscribe to either cable or satellite services, meaning
they receive, onaverage, 160 channels of programming.
Typically,homeownershavesituatedtheir TVssothatan
entire family can view the set together, even though

individual bedrooms may have additional setssothatno
family member misses his or her favorite program.
Somehomesevenhavealate-twentieth-century creation:
the television (a.k.a. “media”) room. Parents use
televisionsas baby-sitting devices, adults use themas
alternativesto the movie theater and adolescents use
themas resources for socializing content (e.g., fashion,
musicand celebrities). Americansare habituatedtothe
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television, and in the past year, they increased their
monthly TV viewing by an average of four hours,
meaning that the average American now “watches”
television more than 127 hours each month.
(Multichannel News; 7/14/08)

il | WAS GOING T0 CALL
AND ORDRR A LAZ-BON
M RAECLINOR, BUT MANK, THE
WONES WY OVeR THRRR.

The Internetwas, of course, going to undermine
television, condemning itto the dustbin of history, much
astelevision itself was going to undermine the movie
industry. But, moviescametobeacritical programming
componentoftelevision, justasmorerecently, television
programs have become a popular addition to online
“programming.” Yet the television-to-the-Internet
transition hascomewith one critical difference fromthe
earliermovie-to-televisiontransition: enabled consumers.

We raised this critical difference after we
observed howthe Internetwas converting individuals
from being television “viewers,” who could watch
only shows that programmers put before them, to
Internet “users,” who could use technology to create
theirown mediaenvironment. Onthewhole, television
viewingisapassive exercise, while using the Internet
isanactiveexercise. Internettechnology wasteaching
Americans to become active by exploiting the
medium’s capabilities—most critically, unlimited
access to a wide array of content and expansive
control over how that content can be used (see

“Viewers Become Users: Consumers’ Changing View
of Media,” IF 2307, 3/15/02).

Over the years, consumers have been slowly
eatingaway atthe television programmers’ control of
theirviewinghabits. Aproliferation of channels (through
cable and satellite distribution) made switching away
from unwanted programs easier; the remote control
helped “eliminate” commercials; video recordersand
their more recent iteration, digital video recorders,
enabled audience members to record their favorite
programs for viewing ata more convenienttime; and
video-on-demand as well as pay-per-view gave
customersimmediate gratification for selected movies,
sometelevisionshowsand even special events.

But the Internet went beyond those enhancing
capabilitiesand gavethe usertheability toselectfroma
world’sworth of content and to read, watch, listen to
and editthat contentas they wished. Itoffered access
to just about everything digital, and enabled users to
controlwhat, when, whereand howthey read, watched,
listened to or edited the many things that they could now
access.

Perhapsbecause of TV’subiquity andaresulting
confidencethatscheduled programmingwould always
be popular, Big Media, the network giantsinthetelevision
industry, were slow to recognize the critical shift in
consumer behavior that the Internet was causing and
were even slower with a strategic response. The



-3-

consumer’slackluster interestin Microsoft’sWeb TV
suggestedto those “mediagiants” that the Webwas not
really challengingtelevision programming.

Butthewild popularity of Internetvideorevealed
the error of industry thinking. Forexample, in May of
thisyear, 119 million discrete online visitors watched
7.5billionvideo streams. Clearly, watching videoson
the Internet had become significant. (Multichannel
News, 7/14/08)

Andso, BigMediaresponded. When broadband
connectionsreachedacritical mass, networkswereable
tostreamtheir video contentonline rather than just offer
itfordownload, which remainedan expensive challenge
totheir copyright protections. Studios started offering
streamed programsto online distributors forafee and
the same programs on their own Web sites with
advertisementsattached. All of thiswasdirected atthe
computer-based user (see “Big Media Online: From
Trying Anythingand Everythingto Developinga Market
Strategy,” IF 2826, 11/9/07).

Now, television programsare headed, well, back
tothe television. The nextcommunications industry
scramblewill revolvearoundblending the massiveaccess
andexpansive control that Internettechnology provides
withthe higher resolutionand larger screens of home-
centrictelevisions. Thatshifthasstarted.

“Good news, dear. Our phone company is giving us
30 more channels we won’t be watching.”

Watching TV Again, But...

NBCisusing the World Wide Web to stream
2,200 hours of video coverage from the Beijing
Olympics, up fromamere two hoursduring the Turin
Winter Games two years ago. Nearly all of the
coverage will be live, although the network said that
marquee events, such as swimming and gymnastics,
will only become available on NBCOIlympics.com
one hour after the network broadcasts the delayed
coverage on NBC television. (Television Week,
7/28/08)

NBCisjoiningwiththe National Football League
(NFL) tostream 17 league games this coming season.
During these online presentations, audience members
will beableto select from four unique cameraanglesat
any givenmoment, switchingas frequently asthey wish.
Streaming live eventsover the Internethasbecome more
popular lately, as CBS streamed parts of the National
Collegiate Athletic Associations March Madness
tournamentthis past springand Major League Baseball
started streaming some games on its own Web site.
(Wall Street Journal, 7/26/08)

As audiences spread their interests across
differentmediaandarticulate their preferences, content
providers are going to make their products available
more readily across the spectrum of media
opportunities. Thus, recentactions to send online
streams back to the television have some resonance
with the user mindset.

4 InJune, Sonyand Google introduced services
thatenable content providerstosend programming from
the Internet to the television. Sony will utilize its
PlayStation 3tostreammoviestothe TV, starting thisfall
with Sony Pictures’ “Hancock.” Google will also use
Sony’sPlayStation 3tostreamvideofromits YouTube
sitetotelevision. (Television Week, 7/6/08)

4+ Amazon.com signed a deal with Sony to
make the online retailer’s vast inventory of 40,000
moviesandtelevision programsavailable for streaming
over the Internet directly to Sony’s Bravia high-
definitiontelevisionset. A$300 Sony Bravia Internet
Video “tower” will connectuserstothe Amazon Video
on Demand site. The companiesalso announced that
future Braviatelevisionswill havethe Internet-connection
capability embedded inthe sets, thereby eliminating the
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currentneedto purchase the $300 tower. (International
Herald Tribune, 7/18/08)

These new services join existing Internet-to-
television ventures suchas Netflix’s Roku set-top box,
which downloads and streams that retailer’s video
catalogue, Microsoft’s Xbox Live, which allows its
12 millionsubscribersto download or stream movieson
standard or high-definition televisions,and AppleTV,
which lets consumers display programs and movies
purchased from the Apple online store. DirecTV
introduced aservice todownload video viathe Internet
directly toadigital video recorder (DVR) for viewing
later,and Comcast uses Fancast.com, its Web site, to
sellorrentmoviesand TV showsto subscribers. These
lasttwo offerings do not, at the moment, stream video
straightto the television. (Investor’s Business Daily,
7/16/08; Television Week, 7/6/08; Multichannel News,
7/14/08)

All these different offerings come with a
bundle of problems. To put streamed contenton
their TVs, consumers must now purchase additional
hardware (e.g., Xbox, Raku set-top box), then
placeitnearthe TV for plug-and-play ease and then
find the programming that they want to buy using
whatever broadband Internet connection they have.
Meanwhile, companies providing these new services
have problems of their own, such as developing a
profitable business model, handling traditional
copyrightissues and formatting to eliminate device
incompatibility — each service currently retains
proprietary control over the customer and product.
(Television Week, 7/6/08)

Therange of problemsand capabilities of video-
to-television systems gives the whole enterprise the
appearance of abusiness intransition—transitioning
fromasystem offering online, downloaded videos for
computersto one providing online, streaming videos
for televisions. At present, the transition is not
complete. The ultimate systemwill notrequire special
equipment, will likely embed the necessary conversion
technology inthe TV set (as Sony Braviahas already
promised), will surrender control of the content to
consumersand, to the extent that connectivity isan
issue, will depend on high-speed wireless systems in
the house. It will not have competing proprietary
systems that keep consumers from accessing

whatever they want, and it will prosper when even
wider and faster broadband (e.qg., fiber optic lines)
prevails. More critically, those offering the service
will eventually need to store the customer’s video
library, necessitating massive server-farm capacity
(as Amazon has already started offering).

End of the Broadcasters’ World?

The shiftback to the television for online video
comes at a critical moment for both television
manufacturers and studio producers. Inasurvey by
Ipsos Media, the percentage of video consumedvia TV
by those who also watch video online dropped from
75 percent in February 2007 to 70 percent one year
later. While suchadecline comes close to falling within
the study’s margin of error, it could nonetheless be
signaling trouble for anindustry such as broadcasting
thatdependsalmostexclusively oncable and satellite
systems for contentdistribution. (Investor’s Business
Daily, 6/23/08)

More problematic for such anindustry, however,
istheway viewersare “watching” TV programs. Those
between 18 and 34 years of age watched 287 minutes
ofonlinevideoin April, up from 175 minutes one year
earlier. But the average length of the videos they
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watched was a mere 2.8 minutes — that is, when they
watcheda TV programviathe Internet, they looked at
onlyashortcliporscenefromit. Thispracticeexemplifies
the effects of Internet “users” accessing whatever they
want, when they want it, and controlling its use by
recutting the program themselves, all done to programs
thattelevision “viewers” once tended to watch intheir
entirety. (Variety, 6/23/08)

Thetelevisionindustry mustservicetheusermindset
that hasemerged inthe Internetage, and that starts by
making programsaccessible viathe Internet. Whenwe
last visited thistopic, networksand producers, who had
made their contentavailable onatime-shifted basis for
television (viaDVRsetal.), were starting to make their
contentaccessible tocomputer or mobile usersviathe
Internet. Most of those servicesare being supported by
either subscription fees from consumers or advertising
feesfromthe distributors.

Thenextstepinthe processofintegratingtelevision
setsseamlessly intothe newdigital “user” environmentis
tosend programs back to TV and add Internet-learned
traitssuchas consumeraccessand control. Giventhat
simple chipadditionsto currenttelevisionsetswill make
them compatible with the new service, the Internet-to-

televisionservicewillbegoodfortelevisionmanufacturers.
Asforothersinvolved inthetransition, content providers
areusingstreaming technology asaway toretain control
oftheirproducts’ integrity (i.e., to overcome the pitfalls
of downloading systems), and many of the companies
pushing this new service already have hardware that
would benefit from the success of the Internet on
television (e.g., Sony and Microsoft). If the early
offeringsgain customer approval, those kinds of market
biases may change.

Partofthe newscramble for the ultimate Internet-
to-television system involves landing onjustthe right
business model —one that makes the service aseasy as
possible for consumers to use and as close to free for
consumersas content providers canafford. Whether
such marketrealitiesrequire advertising, subscription
fees or something else has yet to be clarified by the
industry’searly practitioners.

Thosebringingtelevisionintothe Internetage must
clear several such hurdles before their new service
becomes, of necessity, consumer friendly — yet the
integration process has started. After all, one new
service already enables Internet “users” to access
YouTubeonthe Boob Tube. Nextwill be control.

“I’ve tried everything! Surround sound, hi definition TV,
DVD, and this movie still stinks!”




