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Introduction 

Conventional wisdom positions Google as a disruptive threat to cable 
MSO business models 

Google Over-the-Top Threat 

Customers 

Over-the-
Top 

Source: McKinsey Quarterly Eric Schmidt Interview, CNET Conversations (Eric Schmidt Interview), CSMG analysis 

άCǊŜŜ ƛǎ ŀ ōŜǘǘŜǊ ǇǊƛŎŜ ǘƘŀƴ 
ŎƘŜŀǇ Χ LǘΩǎ ŀ ŘƛŦŦŜǊŜƴǘ 
business model from what 
Ƴƻǎǘ ƻŦ ǳǎ ŀǊŜ ǳǎŜŘ ǘƻΦέ  

 - Eric Schmidt, CEO 

ά²Ŝ ŀǊŜ ŀ ŎƻƳǇŀƴȅ ǘƘŀǘ ƛǎ ŀ 
ŘƛǎǊǳǇǘƻǊΦέ 

 - Eric Schmidt, CEO 
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Introduction 

However, in reality, Google operates as both a friend and a foe, requiring 
a mix of competitive and cooperative strategies 

Google Strategy 
& Overview 

ωWhat are core lines of business? 

ωWhat is its growth strategy? 

ωIƻǿ ŘƻŜǎ ƛǘǎ ά5b!έ ŎƻƳǇŀǊŜ ǘƻ ŎŀōƭŜΚ 

Google: Friend or Foe? 

Opportunities & 
Threats 

ωWhat Google initiatives encroach on cable 
MSO lines of business? 

ωOpportunities versus threats? 

MSO Strategies 

ωHow should MSOs handle Google? 

ωWhat are the range of strategies? 

ωWhat is the potential MSO impact? 

Source: CSMG analysis 
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Google Cable Industry

Financial Comparison 

Google is among the largest market caps in the world. It is well-
resourced even relative to major cable operators 

Market Cap & 2009 Revenue, 
Google vs. US / European Cable Industry 

ωOne of largest public 
companies in world 

ωDƻƻƎƭŜΩǎ ƳŀǊƪŜǘ ŎŀǇ ƛǎ 
higher than 10 large public 
MSOs in US and Europe 
combined 

ωRevenue story paints a 
different picture 

ωDeep cash resources on 
hand (currently $24B) 

Source: Company filings, Yahoo! Finance, SNL Kagan, NCTA, Cable Europe, CSMG analysis 
Note: Revenues for cable industry include communications and content service revenues (video, HSI, and voice) for the 10 US and European operators shown on chart 
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Source: Company filings, Collins Stewart, Jefferies, RBC, CSMG analysis 

$10.6B 

$16.6B 

$21.8B 

$23.7B 
27.7% CAGR (06-10) 

Revenue Mix 

Core Search (~95% of Rev.) 

Revenue by Source, 2006-2010 Revenue by Product Type, 2009 
$28.2B 

Revenue Mix 

Google is still a search-based advertising company (95% of revenues) 
despite significant product expansion 
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Source: CSMG analysis 

Business Model Comparison 

Google embraces free, ad-supported and open business modelsτin 
contrast to typical cable models 

Google versus Cable MSO Business Models 

Cable MSO 

Monetization 

Value Drivers 

Typical Ecosystem 
Approach 

Ad-Supported Subscription 

Transactions / 
Exchange 

Customers 

Open Closed / Bilateral 

Network Core / Over-the-Top Ownership 
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Google Initiatives 

Google is increasingly encroaching upon cable MSO lines of businessτ
creating a mix of opportunities and threats 

Impact of Google Initiatives on Cable 

Selected 
Google 

Initiatives / 
Products: 

ωGoogle TV 

ωYouTube 

ω1 Gbps 

ωClearwire 

ωSearch 

ωGmail 

ωPicasa 

ωGoogle 
Voice 

ωGoogle 
Apps 

ωDesktop 
Search 

ωGoogle TV 
Adwords 

ωApp store 

ωAndroid 

ωNexus One 

3.4% 

2.6% 6.9% 

21.6% 
2.2% 300%+ 

Threat Mixed Threat Mixed 

Current 
Positioning 

vs. Cable 

US Cable MSO 
Revenues, 
2009 ($B) 

Source: SNL Kagan (2009 revenues and 09-13 CAGR, except mobile), Morgan Stanley, Company websites, CSMG analysis 

Opportunity 
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YouTube 

YouTube accounts for 40% of all Internet videosτbut only puts limited 
pressure on cable MSO video businesses to date 

YouTube Accounts for Bulk of Internet Video Usage 
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Youtube Hulu Fancast Veoh Vevo

40% of all 
Internet 

videos 

Source: Compete, ComScore, Parks Associates 2010, CSMG analysis 

ω0.5% of broadband 
households cut-the-
video cord and watch 
more than 5 hours of 
Internet Video 

ω8% would consider 
cutting-the-video cord 

ωPotential opportunity 

Note: based on all unique visitors to each respective site 
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Google TV 
STB 

TV 
Input 

Device 
Internet 
Content 

Google TV 

However, Google TV represents a more significant challenge to cable 
MSO dominance of living room entertainment 

Source: Company websites, New York Times, NewTeeVee, Mashable, CSMG analysis 

ωNo specific 
partner 

ωInternet on TV 
experienceς not 
just YouTube and 
not just video 

Consumer 

ωIntel partner 

ωAndroid / Chrome-
based 

ωUDMI to cable STB 

ωOpen-source 

ωSony partner 

ωOpen to all TV 
makers 

ωOptimized user 
interface 

ωLogitech partner 

ωFull keyboard 
remote 

Google TV Strategy 

Focus 

In the Living Room 




