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In a pioneering fusion of energy and entertainment interests, Enron Corp. and Blockbuster Inc. signed a 20-year exclusive agreement to deliver movies on demand via high-speed telephone lines to millions of homes in the U.S. and Europe, starting late this year.

Though they will begin with movies, Enron Chairman Kenneth Lay said the partners will likely expand the service to offer music concerts, video games and other forms of entertainment.

The venture, which still needs to address many critical issues, will compete most directly with the pay-per-view services offered by cable-TV companies and satellite broadcasters, such as AT&T Corp., Time Warner Inc. and the Hughes Electronics Corp. unit of General Motors Corp.

Enron and several other big energy companies, such as Williams Cos. of Tulsa, Okla., have spent billions of dollars building fiber-optic networks, often using utility rights of way. But this is the first time one of these companies has shown it intends to become a major player in the delivery of entertainment and services into the home.

"It confirms the tremendous inroads Enron has made into the telecommunications business," said Steve Fleishman, utilities analyst at Merrill Lynch Global Securities.

Enron 's coast-to-coast fiber-optic network, built mainly to service corporate customers, will form the backbone of the system. Using Blockbuster's movie inventory, Houston-based Enron will initially encode some 300 to 500 movie titles and hopes eventually to expand to 7,000 to 8,000 titles. The movies will be "streamed" to local telecommunications companies, which, in turn, will deliver them into customers' homes via digital subscriber lines. These DSL services are now marketed primarily to households wanting high-speed Internet access. Unlike existing video-on-demand services, viewers will be able to pause and even rewind the movie they are watching.

Analysts say the venture could help Enron build traffic on its broadband network, in which the company has invested $600 million, and should give Blockbuster an additional weapon in its attempt to move into the digital age with electronic delivery of movies.

Blockbuster, a publicly traded unit of Viacom Inc., has already entered into an agreement to sell DirecTV in its stores and is experimenting with Internet-based movie delivery in partnership with film studio Metro-Goldwyn-Mayer Inc. For the phone companies, the enterprise will provide something glitzy to sell in addition to the basic monthly fee they charge for the DSL service. Enron and Blockbuster will partner with SBC Communications Inc., Verizon Communications, Qwest Communications International Inc., Covad Communications Co., Telus Corp. and ReFlex Communications Inc.

"This will make DSL far more attractive to consumers," predicted David Gallemore, executive vice president for SBC Communications in San Antonio, which owns Southwestern Bell, Pacific Bell and Ameritech. He said market research shows consumers want instant access to movies, more than any other feature. Still, there are plenty of details to be worked out. The partners haven't
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decided where they will offer the service first. Right now, they are combing market data to see where acceptance of the service might be highest. That means examining data on DSL penetration and Blockbuster video rentals, then trying to figure out how much money consumers will be willing to pay for the convenience of getting movies electronically. The companies claim the movies will be "VHS or better" in terms of their quality.

While the actual pricing hasn't been set, Blockbuster Chairman John Antioco said it likely will be around $5 a movie. Consumers also will need a set-top box that could be rented or purchased from one of the partners. Some 65 million Americans have Blockbuster rental cards and most rent 30 or so movies a year, said Mr. Antioco. "But many people rent more than 100 films and we will market this service directly to our customers who are heavy users," he said.

So far, the existing DSL market isn't that big -- about 4% of U.S. households have it -- though it is growing rapidly.

---

Erin White contributed to this article.

--- 

Movies On Demand

Blockbuster and  Enron  will provide movies on a fiber optic network.

  -- What:  Enron  has a coast-to-coast fiber optic network offering

data, voice and videostreaming services. It connects to local

telephone companies.

  -- How it works: Customers choose a Blockbuster movie title and  Enron  

encodes and streams the entertainment over its broadband network. It's

delivered to consumers via their DSL service and controlled by a small 

box on the television set.

  -- Reach: Major markets in coming months; eventually nationwide.

  -- Operational: Late 2000  --  early 2001

  Partners: SBC Communications, Verizon, Qwest, Covad Communications,

Telus and ReFlex
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Blockbuster agreed to deliver its new movies-on-demand service to households exclusively through Enron 's fiber-optic telecommunications network. The 20-year agreement will allow consumers to pick movies at home and view them just as they would videotapes, the companies said. Unlike traditional pay-per-view movies, the technology lets viewers start watching at any time, rewind and pause. Blockbuster expects to soon release the names of cities where it will begin selling the service this year.
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Blockbuster, in Pact With Enron , to Offer Demand-Video Technology: In a 20-year deal, the video-rental company will distribute movies via TV set-top boxes and PCs. 
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Blockbuster Inc., the biggest name in movie rentals, expects to begin marketing a video-on-demand service by year-end in a partnership with Enron Corp., the nation's largest energy trader, which over the last three years has built a state-of-the-art fiber-optic network that reaches every city in the country.

The 20-year partnership, announced Wednesday, will allow consumers who already have high-speed Internet access and a special TV set-top box to order movies over their TVs and PCs at their convenience.

Only a couple of million households today have high-speed Internet access, but market researchers expect that number to expand as cost of the service falls and nifty applications such as video-on-demand (VOD) are developed and rolled out.

Blockbuster is trying to capitalize on the race by cable, satellite and phone companies to unveil VOD offerings by leveraging its household name, its 65 million customers, and its entrenched relationship with movie studios.

These services threaten to erode Blockbuster's core rental business, as customers order their movies with a click of the remote instead of driving to the store.

For Enron , the alliance underscores its commitment to becoming a major player in the emerging market for broadband services such as video streaming and conferencing that require high-capacity and high-speed lines to work well.

The company's stock has shot up 63% this year because of investor enthusiasm for its plan to trade broadband capacity, as it does oil and gas, in an effort to lower prices and to provide these advanced services over its newly constructed network.

Although other content suppliers have used Enron 's network to stream video over the Internet, the company says the Blockbuster alliance is its biggest such partnership yet--and is a sign of things to come.

" Enron is the leader of the pack and I think this could be the beginning of streaming of content over its network," said Ron Barone, an analyst at PaineWebber Inc. who covers Enron . "Signing a company like Blockbuster is a reassuring signal of the validity of their strategy."

Though the partners have not determined a price, Blockbuster Chief Executive John Antioco said the service would cost more than renting the movies at its stores because of the added convenience.

He said that when the company launches the service in at least two undisclosed cities by the end of the year, customers will be able to choose from a library of 300 to 500 titles, with games and other services available in months ahead.

The titles won't be fresh from the box office but rather those that customers can already order through their cable or satellite providers as pay-per-view selections. Antioco says the added control of VOD, however, should vastly expand the pay-per-view market, which generates 
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revenues of about $1 billion and is dwarfed by the $10-billion video rental business because it has been poorly marketed and lacks convenience.

Unlike pay-per-view television service, which allows viewers to watch movies at staggered start times throughout the day, VOD gives instant gratification: programming at any time any day, with rewind, fast-forward and other VCR functionality.

Though video-on-demand has been feasible--and promised by cable operators--for years, only recently has it become economically practical. Digital technologies and declining prices for the servers, which store movie libraries at local hubs, have driven down the costs.

The partners are the latest entrants in an escalating battle among cable, satellite and phone companies to sell customers a bundle of telecommunications services including high-speed Internet access, interactive television and phone services.

"Blockbuster is desperate to figure out a survival strategy," said Tom Eagan, an analyst at PaineWebber who covers satellite and cable companies.

Analysts expect VOD offerings from cable and satellite to erode the $5-billion that Blockbuster takes in annually from renting movies.

Enron is trying to capitalize on its experience operating networks of all types. Enron , which has ranked at the top of Fortune magazine's list of the nation's most admired companies for the last five years, revolutionized the gas pipeline business by forcing "open access," allowing space on the system to be traded like a commodity, driving down natural gas prices for consumers.

Enron already buys and sells broadband space from cable operators and other network operators in similar fashion. The hope is that prices will fall accordingly.

As part of this agreement, Enron will encode and stream the movies over its network and store them on servers. In January, the company struck a joint venture with Sun Microsystems under which the computer maker agreed to supply 18,000 servers to Enron .

Those servers will be installed at Blockbuster locations as well as near customers' homes at the facilities of the partnerships' other affiliates. To provide the "last mile" of transport to customers' homes, Enron and Blockbuster have signed on as affiliates several providers of high-speed access, including SBC Communications, Qwest and Covad. These companies are peddling high-speed Internet services and need a VOD solution to keep up with the cable industry, which has more high-speed customers.

In addition to high-speed access, customers must also lease or buy a set-top decoder box that will be available at Blockbuster stores or from their high-speed provider. Once they have the equipment, movies will be transported from Blockbuster stores over Enron 's private network to a third partner such as SBC and on to the customers, bypassing any public network that could introduce security problems, Antioco says.

Blockbuster said the service would be available in at least two cities by the end of the year, with expanded availability in 2001. Within weeks, it will name several U.S. cities in which it will begin selling the service.

"We believe that VOD has the potential to be a $3-billion market in five years and we don't see why we can't have a 35% to 50% share of the market," Antioco said. "Cable is deploying in trials but this partnership has the potential to be national in scope." 
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Movie watchers in Vancouver will be able to rent or buy films without braving the elements when Telus Corp. launches Canada's first on-line video store this fall. 

The country's second-biggest phone company announced yesterday it has reached an agreement with Blockbuster Inc. and an arm of utility giant Enron Corp. to provide access to the U.S. video-rental giant's vast digital movie library via its high-speed phone lines. 

The video-on-demand service is believed to be the first in North America to provide access to a complete collection of the latest movie rentals, as well as thousands of older favourites. 

The same service is expected to be offered in major U.S. cities by other phone companies by year's end in the wake of a 20-year pact Blockbuster announced yesterday that will see Enron Broadband Services produce a digital version of the video-rental chain's huge library. Blockbuster is the publicly traded unit of media giant Viacom Inc. The companies stated they expect to add more content, including video games. 

"This is what the convergence of telecom and broadcasting and the future of the Internet is all about," said industry watcher Brahm Eiley, president of Toronto-based Convergence Consulting Group Ltd.  "Communication providers have to be able to deliver [premium] services like video on demand to make money because voice and data services have stalled growth," Mr. Eiley said. 

Telus plans to conduct the video-on-demand trial with 5,000 consumers throughout the first quarter of 2001.  If the results prove satisfactory, the phone company, which is based in Burnaby, B.C., plans to launch full commercial service in major cities in British Columbia and Alberta by the middle of next year, said Mark Schnarr, vice-president of Internet services at Telus. Expansion to other cities across Canada would follow later, he added. 

The video-on-demand test follows a three-year set of trials by Telus in 9,000 homes in Calgary, Edmonton and Vancouver.But the video-on-demand part of those tests gave participants access to only 16 movies. 

Heralded by pundits for more than a decade, video on demand is now possible because of new technologies that allow vast amounts of information to be stored and sent quickly and cheaply on phone and cable-company networks. 

Video on demand will enable customers to retrieve and watch a movie any time they want. The Telus service will also give users VCR-like controls, enabling them electronically to pause, rewind or stop the movie, Mr. Schnarr said. 

Blockbuster's movies will be stored on an Enron computer server, which will be connected to Telus's network, enabling many users to share the same movies. Customers will need to rent or own a special set-top box connected to their TV set and to their phone line. 

To rent or buy a movie electronically, a Telus customer will need to subscribe to the Digital Subscriber Line service. A powerful modem boosts the speed of a normal phone line in one direction by almost 20 times, allowing one million bits of information to be sent in a second. The DSL service currently costs $39.95 a month. 

Although Telus has not yet set the prices for the trial, Mr. Schnarr said, "It will have to be cheaper than going to the video store."  Telus's biggest rival, Bell Canada, has not launched a similar trial. However, its sister satellite broadcast company, ExpressVu Inc., provides access to first-run movies on 50 pay-per-view channels, a Bell spokesman said. 
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Internet video may be coming to your TV

Enron-Blockbuster team plans high-tech venture
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A couch potato's nirvana may soon be at hand -- the day when he can rent any movie from Blockbuster Video without stirring from his perch.

Houston-based Enron is teaming with Dallas' Blockbuster to provide video-on-demand service to the home through the Internet. Under a deal announced Wednesday, the two companies will combine film industry clout with high-tech savvy to let consumers browse, buy and view thousands of movies on their television any time of day without leaving home.

The system has VCR-like controls, so the movie can be paused, rewound and stopped like a video. Viewers will be able to select from a video library that will begin with the latest releases and later expand, all without the wait in line at the store or the disappointment of finding all the copies of a hot movie have been checked out. 

Enron, Blockbuster and several high-speed Internet access providers are expected to launch the service in certain unnamed U.S. cities by the end of this year. Texas-based Southwestern Bell expects to start testing the service by the first quarter of 2001. 

Video games will be offered through the service shortly after initial launch. 

While the idea has long been talked about, it's taken a while to develop the network to move the movies and to swing the deals with the studios for rights to rent the films over the Internet. Analysts say the deal could fulfill the promise of the Internet as the ultimate home entertainment medium. 

"In the past there hasn't been any content to put over the broadband networks," said Maribel Lopez, a senior analyst with Cambridge, Mass.-based Forrester Research. "It's been like the chicken and the egg, but finally there's outside people to put pressure on DSL providers to get the networks in and make them work." 

Blockbuster, the largest video rental company in the nation with 35 percent of the market, will obtain the rights to the movies. Enron Broadband Services will store the films in digital form and send them over its own secure high-speed network to local Internet service providers, including Southwestern Bell, Covad and Verizon. Viewers will need to subscribe to their high-speed service, called DSL, to receive the videos-on-demand. 

The movies will be stored on the hard drive of a box similar to a cable box, which allows viewers to play it like a video. The movie will most likely have a time limit so viewers will not have unlimited access to the film. 

Analysts remain skeptical over parts of the Enron/Blockbuster deal, however. There's little doubt the two companies can deliver on the front of the loop, but there's doubt about DSL providers being able to get it into the homes of customers. 

"It's a great vision, but the service will still be choked by the last mile of wire deployed to the home," said Forrester's Lopez. "To guarantee the 1.5 megabits service needed consistently is a very steep upgrade, and we just don't think all the DSL providers will be caught up to that for at least a year." 
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It's also unlikely consumers will want to wire yet another box into their television alongside their VCRs, cable boxes, DVD players and game consoles. 

"It would make more sense to work with a company that would incorporate the box into another device, like a cable box or DVD player, or even a Sony Playstation box, which will soon have the processing power to do that," said Eric Scheirer, a media analyst with Forrester. 

The cost for the new service will most likely be competitive with renting a movie from a video store, company officials said, but would probably be based on a monthly subscription model. 

"Consumers have told us they'd be willing to pay a premium because of the added functionality," said Blockbuster President John Antioco. 

Shares of Enron closed at $79.56 on Wednesday, up 6 cents. Blockbuster was down 6 cents at $9.94. 

Enron will make money on the deal through the data traffic that goes over its network, a 20,000-mile-and-growing fiber-optic network backed by the company's huge investment muscles. 

"Our broadband network was developed with this kind of service in mind," said Ken Lay, chairman and CEO of Enron Corp. "It's a secure network with a very large capacity for this kind of traffic." 

Enron's choice of Blockbuster as a partner is generally viewed as a good one. With 65 million customer accounts, 3 million in-store visitors per day, and more than $200 million in annual marketing, the company should be able to draw in large number of customers they need. 

The move to the Internet worries the film industry, said Forrester's Scheirer, because of fears that movies can be pirated more easily online. The potential copyright issues are similar to the ones faced by the music business, which is fighting online music services that allow users to swap songs, such as Napster. 

If it weren't for the clout that Blockbuster has with the industry -- its video rentals account for 16 to 18 percent of all movie studio revenues -- it's unlikely such a move could be made. 

"They may be convincing the movie studios to work with them with a stick as much as it is a carrot," Scheirer said. 

Consumers are not stamping their feet demanding video-on-demand services, however, he said. 

"That's just because they really don't know about it," he said. "If you were to ask them what it was they would say it sounds like cable and what they have is good enough for them. But if this really works like Blockbuster, they'll be interested." 

The Enron/Blockbuster deal will, at the very least, push cable television companies to look into providing a similar service, which will lead to greater competition in the field, Scheirer said. 

"It will give a good kick in the butt to an industry that's been slow to investigate video-on-demand," he said. 
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NEW YORK -- Blockbuster continued its ambitious effort to reinvent its home-video business Wednesday by striking a 20-year deal with technology company Enron Broadband Services to offer movies on demand via high-speed telephone digital subscriber lines.

Phone companies SBC Communications, Verizon (Bell Atlantic and GTE), Qwest and Covad Communications are among DSL providers planning to offer the service in 2001, after a two-city test this year.

In return, they'll get to sell their DSL services in Blockbuster stores.

The plan to offer movies on demand at VHS-quality or better, with full flexibility to pause, rewind, and fast-forward, "is like the Holy Grail of video," Blockbuster CEO John Antioco says.

"It registers a 9.9 on a 10-point scale for the consumer."

But the companies have few details just yet. DSL subscribers would need a special decoder box, which will be sold outright or leased at prices yet to be set. Cost per film will be more than $3, and possibly more than $5.

They also don't know what movies will be available. Blockbuster still must strike deals with studios, although Antioco says "they've been very supportive" of his idea.

Blockbuster is owned by Viacom, which also owns the Paramount studio.

The companies can't say whether they'll get new movies at the same time they are available in video stores. Blockbuster and other retailers have long coveted their ability to be the first to offer films for home viewing.

Antioco now pooh-poohs release dates. "About 50% of the customers we talked to didn't know where the movie goes first, pay-per-view or the video store."

Blockbuster and Enron say that studios were impressed with the security of the system, which would not use the public Internet. While viewers could tape movies they order, they wouldn't get far if they tried to sell copies.

"We'd be able to monitor that. We could trace it," Enron CEO Kenneth Lay says.

And consumers might have to limit other use of their DSL line. Although the service enables people to simultaneously chat on the phone and surf the Web, for now they probably couldn't make heavy use of both while also using the line to watch a film.

Still, Antioco -- who has forged a series of innovative partnerships with companies including DirecTV, America Online and Food.com -- is upbeat about offering video-on-demand, a service that many analysts say could rival store rentals.

"This could be a multibillion-dollar business for Blockbuster," Antioco says. He won't limit it to phone providers. "We look forward to having conversations with cable and satellite companies."

Blockbuster ended the day at $9.94, down 6 cents. Enron closed at $72.56, up 6 cents. 
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In a pioneering fusion of energy and entertainment interests, Enron Corp. and Blockbuster Inc. signed a 20-year exclusive agreement to deliver movies on demand to millions of homes in the U.S. and Europe, starting next year. The venture will compete most directly with the pay-per-view services offered by cable-television companies and satellite broadcasters.

Though they will begin with movies, Enron Chairman Kenneth Lay said the partners will probably expand the service to offer concerts, video games and other forms of entertainment.

Enron and several other big energy companies, such as Williams Cos. of the U.S., have spent billions of dollars building fiber-optic networks, often using utility rights of way. This is the first 

time one of these companies has thrown down a marker showing it intends to become a major player in the delivery of entertainment and services into the home.

"It confirms the tremendous inroads Enron has made into the telecommunications business," says Steve Fleishman, utilities analyst at Merrill Lynch Global Securities.

Indeed, Enron 's coast-to-coast fiber-optic network in the U.S., built mainly to service corporate customers, will form the backbone of the system. Using Blockbuster's library, Enron will encode between 300 and 500 movie titles to start, and hopes eventually to expand to 7,000 to 8,000 titles. The movies will be "streamed" to local telecommunications companies that will deliver the movies into the home via digital subscriber lines, or DSL, that now are marketed primarily to households wanting high-speed Internet access.

Partners said the venture will help Enron build traffic on its $600 million (647.7 million euro) broadband network and will allow Blockbuster to participate in the movement of movies from videotape to electronic forms of delivery. For the phone companies -- the partners are SBC Communications, Verizon, Qwest, Covad Communications, Telus and ReFlex -- the enterprise will give them something glitzy to sell along with basic monthly DSL service.

"This will make DSL far more attractive to consumers," said David Gallemore, executive vice president for SBC Communications. He said market research shows consumers want instant access to movies more than any other service.

The partners haven't decided where they will offer the service first. Right now, they are combining market data to see where acceptance would be highest. That means compiling data on DSL penetration and on Blockbuster video rentals, then trying to figure out how much money consumers will pay for the convenience of getting movies electronically that it said will be "VHS or better" quality.

Partners haven't decided what they'll charge consumers for the service but Blockbuster Chairman John Antioco said it probably will be around $5 per movie. Consumers also will need a set-top box that could be rented or purchased from one of the partners.

Some 65 million Americans have Blockbuster rental cards and most rent 30 or so movies a year, said Mr. Antioco. "But many people rent more than 100 films," he said, "and we will market this service directly to our customers who are heavy users." 
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Blockbuster has taken an extraordinary step to try to jump-start its planned entry into the electronic delivery of entertainment.

The world's largest video retailer has struck an exclusive 20-year deal with Houston-based Enron Broadband Services to offer Blockbuster movies on demand through high-speed telephone lines that does not involve use of the Internet.

Blockbuster chairman John Antioco said Wednesday that he expects to have 500,000 subscribers in the first two markets by the end of the year.

The temporarily dubbed Blockbuster Entertainment On-Demand service --- offering pay-per-view and monthly subscriptions to movies, games and music --- will be available in 20 to 30 markets by the end of 2001, Antioco said.

The companies have distribution deals with three of the four major regional telcos: SBC Communications, Verizon and Qwest, as well as Covad Communications.

Strategic path taken

Blockbuster has been on this strategic path since it went public last August in an effort to convince Wall Street that the company will continue to be viable even as electronic delivery threatens Blockbuster's core video business.

Blockbuster previously announced partnerships with DirecTV to offer a Blockbuster-branded near-video-on-demand service by satellite next year, and with TiVo Inc. to offer a Blockbuster-branded download-and-storage pay-per-view service next year.

Wall Street was apparently unimpressed with Wednesday's announcement, however. Blockbuster's stock dipped slightly on the news and stands at about half the price the stock was trading at when it went public.

"This fits into our overall plan to transform from retail only to a multi-channel distributor of entertainment," Antioco said. "This is a giant step to accomplishing that vision."

Challenges to face

However, Blockbuster has many challenges ahead both technologically and in making deals for content.

John Sie, chairman of premium and subscription video-on-demand service company Starz Encore, balked at the announcement, saying Blockbuster has not struck a single deal with any studio for film product and is unlikely to do so, since studios will want to deliver movies electronically themselves, once technology allows for it.

Indeed, Blockbuster will have to strike such deals in this new arena as a pay-per-view distributor rather than a homevideo retailer.

Antioco said he was unable to discuss details of the new deal with suppliers before Wednesday's announcement but now will do so aggressively.

He said that the technology, which essentially offers a closed-circuit approach to video delivery, should alleviate fears studios have about piracy on the Internet.
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Warner Home Video president Warren Lieberfarb, who has also taken over the studio's pay TV operations, gave the deal a ringing endorsement.

"It reflects the progressiveness and clear strategic vision that Blockbuster is in the home entertainment business irrespective of the distribution system," he said. "Now that their businesses are becoming horizontally integrated, their business interests and those of the studios will be more closely aligned. It's a real leap to the future."

Always a need

As to Sie's comments, Lieberfarb said that Warner Bros. licenses product to a multiplicity of businesses, many of whom are in competition with each other. He also said he believes that even if studios start their own video-on-demand services, there will always be aggregators like Amazon.com, adding, "I don't think they are mutually exclusive."

The Enron system, which has been operating for about a year with clients including AtomFilms, uses a nationwide fiber-optic network to deliver video to servers in each city, where the signal is then delivered to the home through high-speed DSL.

Enron claims the signal quality is about the same as a videotape. The service will allow for VCR-like control of movies. Enron also has a network set up in Europe and is building networks in South America and India.

Deal calls for Enron to receive a fixed fee per transaction for the next 20 years. Antioco said the service will likely be priced at about $8 or $9 for a monthly subscription to older movies. New releases will cost slightly more than current PPV movies and video rentals at about $4.99. That's all on top of the monthly DSL service charge of about $40. A separate set-top box will also be required.

Big future

Antioco said that while the PPV industry has grown to just $1 billion in 15 years, the video-on-demand business should grow to $3 billion in the next few years.

The overall $20 billion PPV and homevideo market will grow to $30 billion in the next seven to eight years with the incremental revenue from video-on-demand, he projected.

DSL is expected to reach 15 million homes in the next four to five years.

Just as Blockbuster stores will start selling DirecTV systems in September, the retail chain will also start hawking DSL services next year.

But Antioco said these new technologies will not undercut physical videotapes for the home and DVD rentals and that there is no plan to move up the window for video-on-demand movies closer to the premiere of movies on homevideo.

Lieberfarb said Blockbuster is in a unique position to help make electronic delivery an incremental business to homevideo, not cannibalistic. "Being in both businesses with a foot in both camps, they will help manage the transition," he said.

Set-top deal pending

Blockbuster is about two weeks away from striking a deal with one or more set-top box manufacturers, Antioco said.  Although the current deal with Enron is exclusive for delivery via DSL telephone lines, the technology could be adapted to satellite or cable systems.

Enron Broadband is a wholly owned subsidiary of the $50 billion electricity, natural gas and communication company Enron Corp.  Enron has spent $600 million-$700 million per year over the last four years developing the network.

