OVERBUILD SERVICE/REVENUE COMPARISONS
Our first in-depth study of overbuilds has revealed some amazing facts about the 48 analyzed markets.  The results of our work can be found.....

Overbuilds from 24 different states were analyzed to determine their subscription bases, pay units sold, basic sub revenue, pay unit revenue, and total income per-month.

Overbuilds with less then several hundred subs were not included in our analysis.  Due to a court order to close the city's system, Jamestown and Fentress County, TN have also been excluded from our analysis.

Currently, overbuilds have 1.16 mil. basic subs.  Kagan 1991 cable estimates project 53.86 mil. national subs, thus the overbuild markets contain 2.1% of the national sub base.

National estimates for basic/H. P. is 61% while overbuild are only averaging 52%(-14.7%). The 704,595 pay units in overbuild markets is 1.7% of the national pay units estimates (42.01 mil.).  

Monthly revenue from overbuild markets ($29.5 mil.) represent 2.0% of the total national revenue ($1,437 mil.).  Rates for basic service avg. $18.46 nationally and $17.62 in overbuild markets (-4.5%).  

Head-to-Head comparison of overbuild market participants highlights  the results achieved in competitive environments.  Our analysis indicates that while newer systems avg. slightly lower rates, their revenue stream is roughly one thirds that of incumbent franchises.

Incumbent franchises averaged $446,367 in monthly income while their newer competitor averaged only $161,901.   Basic service averages $17.78 on incumbent systems versus $17.46 on new systems.

Pay unit averaged $10.21 on incumbent systems versus $9.92 on newer systems.  Lower prices have not benefited pay unit sales as incumbents have a Pay/H.P. ratio of 36.5% versus 30.8% for newer systems.

In terms of homes passed, the typical incumbent franchise is twice the size of newer systems.  Incumbent franchises averaged 30,141 H. P. while newer systems averaged only 14,184 H. P..

Basic sub numbers showed an even greater disparity with incumbents averaging 17,516 subs and their competitors averaging 6,414 subs.  Incumbents are strongly favored in  the basic/ H. P. comparison with a 57.7% figure versus a 47.1% mark for competing systems. 

An average newer system offers two more channels and slightly lower prices, but they have yet to catch fire and draw a larger percentage of basic subs/homes passed, or pay units/homes passed like their elder competitors.

With ten overbuild, Florida has the highest concentration of overbuilds in the nation.  Telesat and Cablevision Ind. control the lion's share of the overbuild market with Telesat overbuilding eight systems, including four Cablevision systems.

Cablevision systems averaged: 40 basic channels; 21,080 basic subs; 35,628 homes passed; 59% basic/H. P.; $16.70 for basic service; and monthly income of $401,243.

Telesat overbuilds into cablevision markets averaged: 50 basic channels; 6,506 basic subs; 15,054 H. P.; 43%  basic/ H. P.; $16.45 for basic service; and monthly income of $162, 603.


Telesat and Cablevision are putting up a strong fight in their competitive markets with Telesat offering ten additional channels for a quarter less than the avg. Cablevision rate.


In Telesat's other markets, they offers fewer channel (44 avg.), charge 75 cents more per pay unit, but charge $2.00 less for basic service.


In Hillsborough and Orange (Orlando/Ocoee) Counties,  Cablevision and Telesat compete against a third player.  Paragon is the incumbent in Hillsborough, and ATC started service in Orange.  In both market Telesat and Cablevision charge at least $2.00 less for basic service.   


Municipal overbuilds have been praised by cities considering entering the business but our results indicate that the praise may be premature.


The four municipal overbuilds analyzed were: Paragould, AR; Glasgow, KY; Negaunee, MI; and Elbow Lake, MN.  


In total, the municipally owned systems have 6,108 subs from 13,660 H. P. and generate $118,609 per month.  Private competitors in those markets have 10,905 subs from 16,967 H. P. and generate $176,193 monthly.


Head-to-Head competition reveals that both private and municipally owned systems avg. 36 basic channels.  Municipal systems avg. $10.73 for basic service while their competitors charge $11.20(-4.2%).


However, pay units cost $8.09 on private systems while municipalities  charged $8.48 (-4.6%).  The major difference is still the basic/H. P. figure which averages 45% for municipal and 64% for private systems. 


Price sensitivity is the main thrust of the municipal overbuild market and Negaunee, MI is a perfect example.  The city has an 84% basic/H. P. ratio from charging $10.95 for basic.  Bresnan only has a 38% basic/ H. P. ratio and charges $19.95 for basic.


Upstarts in overbuild markets are making a tremendous impact on incumbent systems.  On average, half of overbuilt market are open to upstarts, and they have responded by signing up 47% of the homes passed.


Incumbents have lost a 38% piece of their pie as the upstarts earn a total of $8 mil. per month versus $21 mil. for incumbents.  


With the recent increases in basic rates, the potential exists for a greater number of overbuilds.  Price competition will be the next battleground for overbuilds and price wars, like the one being fought in Elbow Lake, MN ($5.90 for basic), could spring up across the nation.  

