EXECUTIVE INTERVIEW

Three is the magic number

Video processing specialist RGB networks announced its presence in the mobile market during
2010, with the purchase of mobile IP video specialist RipCode. Fresh from the firm’s first
attendance at Mobile World Congress, RGB CEO Jef Graham spoke to M(Cl/ about the future of the
three screen video sector and the increasing importance of the mobile element.

What was behind RGB’s move into
the mobile space?

I joined RGB in 2006 and the brief I
was given from ourVC partners [RGB's
backers are led by Accel and Kleiner
Perkins, while cable player Comcast
also has an interest] was to broaden
our offering into IPTV and mobile
TV so that we were no longer purely
cable-centric. Most of our penetra-
tion historically has been in the cable
sector; last year our sales were 89 per
cent cable and 11 per cent telco. Some
of that was IPTV, some was mobile.

How important will mobile be in the
three-screen video mix?

What we're seeing is that, for video
across all screens, the number of hours
watched is increasing. Last year the
number of hours watched on large
screen [TV] went up for the first time
in 20 years. But really the big growth
is in PC and mobile screen watching.
It tends to differ markedly between
the US and the rest of the world. In
the US the second order of priority is
the PC but internationally the second
order is mobile.

Why do you think this is?

I think the primary driver is the
background of the communications
companies. In the US the cable compa-
nies have no cellular business; they're
required by the regulator to not be
in that space. But as soon as you go
overseas it's different. Even in Canada,
Rogers is a cellphone and cable com-
pany. Their first priority for video is
to go to the iPhone. Go to Mexico and
you have Telmex, which plays in cable,
fixed and mobile. In Europe and Asia
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the lines are very blurred. I think that's
why we see a difference between the
US and the rest of the world.

The other important aspect, I think,
is that the mobile world already
operates a subscription model. The
PC, by and large, does not fit into a
subscription model. So it's harder
to bring a money-making business
model to the PC, whereas it's already
in place in the mobile world. Where
companies have the freedom to do
what they want to do, they go straight

to mobile because they know they can
make money out of it.

How do crossover devices like tablets
fit into this equation?

We tend to think about tablets as PCs,
mainly because of how they connect to
the internet. From our perspective the
question is whether you're connecting
over a 3G network or over a wifi net-
work. If it's wifi—or even wimax—then
you've got more bandwidth than 3G »
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At the moment, the ability to deliver to all three screens is the key differentiator,
but | don't think that is a long-term sustainable advantage.

networks will give. And iPads and tab-
lets, by and large, tend to connect over
these wireless networks rather than
cellular, so they look a lot like a PC.
The thing that's changing with the
new tablets, though, is the resolution.
1080p is a very high resolution. And
that’s soaking up the bandwidth.

Does the advent of hi-res mean that
quality is coming back to the fore as
a differentiator?

In mobile, video quality has been
traded for convenience so far. At the
moment the ability to deliver video
to all three screens is the key dif-
ferentiator—and we have the benefit
today of being the first and only scal-
able, carrier-class IP video platform
that does three screens. But I don't
think that is a long-term sustainable
advantage.

That capability is going to become
standardised and we're pretty certain
that, when all things become equal,
which they always do, video quality
will emerge as the differentiator.

How does that balance out against
the requirement of the mobile op-
erators to keep congestion on their
networks to a minimum?

1 think we'll see an equalisation occur
over the next year and the mobile op-
erators will still be focused on trying
to optimise the bandwidth for quite a
while. But you will always have this
trade off between convenience and
quality. It's about having a choice of
networks to connect to.

The iPhone is a great example of a
phone that uses wifi networks when
it can. So this is the kind of profile
that we'll continue to see; whenever a
user has access to bigger bandwidth
they'll use it. But you'll always have
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the desire to consume content while
you're moving or in remote places.
Plus the ability to detect where you
are and what bandwidth you have,
and to deliver the right quality for
you as a user, may be a function that
depends on how much you, as a user,
are paying.

Does that mean that video content
will have to be managed in different
formats for some time to come?

Broadly speaking, at the moment
what we have is a move to IP video;
ultimately that's what everyone will
be using. For a while yet, the cable
companies will maintain their legacy
infrastructure for the most popular
programming viewed on the large
screen—the 20 per cent of channels
that 80 per cent of viewers watch all
the time. But they'll shift the long tail
content onto IP video pretty quickly.

How will the mobile operators’ role
play out in mobile video?

In Europe the power is really with
broadcasters, not the players that own
the delivery mechanism. But in the US
the power is often with the distributor,
like Comcast, or Time Warner. Owner-
ship of content is important, which is
why you're seeing these companies,
like NBC Universal, moving back into
content ownership.

The mobile operators should have
confidence, in that they own the sub-
scriber. But I don't think they've fully
understood whether they're the ones
that should be maintaining a video
stream themselves, or whether it's a
pass through environment with the
content coming from the broadcaster,
the cable company or another player.
The crucial elements for them to sort
out are: who does what, how to make

the relationships work, how not to
clog their networks and how to get
the right financial relationship with
the content owners.

Personally I don't think it makes
sense for the operators to be content
owners as well. They have to be able
to support the delivery system and
the optimisation of the video in the
system. Then the content owners need
to be able to understand what formats
they're sending to the mobile opera-
tors. As for whether the packaging of
the content is done within the mobile
operator or out at the broadcaster,
I think you'll see a mixture of ap-
proaches there.

What's happening at the moment
is there's competition, confusion
and fear in the market. The opera-
tors aren’t sure which players are
their friends and which are their
competitors. At one time the cable
companies thought that their de-
livery mechanisms were secure and
that their content was under threat.
Now they realise that their content is
secure and the delivery mechanisms
are under threat because it's possible
to reach the customer in different
ways, in particular over the wireless
and cellular networks.

What do you think of the opportuni-
ties for two-sided business models?

The question is: who pays the price,
and who gets the money? When some-
one is paying the cost and not getting
the business benefit from it, then
they're going to start pushing back. B
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