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INTRODUCTION

The information revolution has changed the way we work, play, learn, shop, bank, retrieve information, and govern ourselves. In 1980, few people could purchase a VCR. They were too expensive, too complicated. Today VCRs are in 90 percent of American homes. As recently as 1979—less than two decades ago—there were no PCs, no fax machines, no cellular phones or CDs, no MTV or CNN. And no one had yet invoked the term “information superhighway.”

Over the Internet or through interactive television, we can or will soon be able to summon news, data, books, catalogues, magazines, movies. We will use computers to pay our bills, order groceries, buy and sell stocks, simulate sex, play the lottery, and register to vote.

That science will make this possible is certain. Whether consumers will want—or can afford—these services remains a mystery. No one can foresee the social consequences of these changes, and we don’t yet know what impact instantaneous access to information (or disinformation) will have on deliberative democracy.

Nor do we know what delivery system will be ascendant. Will information and entertainment be delivered by a cable or telephone wire? Or through a direct-broadcast satellite dish? Will more-powerful computers be the TV screens of the future? Will telephone calls be made over the Internet? How will traditional broadcast networks compete with five hundred or more channel choices? Will networks survive because they are familiar life rafts—brands—in a churning sea of choices?

No one can predict the final contours of this electronic revolution, but we do know this: Changes in the way we communicate will be profound. Elementary-school children will not only read and be told about ancient Egypt, they will experience it by summoning virtual images of pyramids and figuratively floating along the Nile. With electronic tools, more citizens will work at home. Corporations will become less hierarchical as middle managers and others begin to talk directly to CEOs through e-mail. Many layers of management will become superfluous. File cabinets will be discarded, as information will be stored in computer files. In unpredictable ways, computers will alter the importance of geographic proximity—and reshape cities. Work, and play, will be transformed.

This collection of sixteen New Yorker articles spans a four-year period, from 1992 to 1996—a time of tumultuous change in the communications industry, in which, in the words of The Economist, “the introduction of the PC caused the largest creation of wealth in the history of the planet.” The net worth of Microsoft, Intel, and Compaq—$130 billion in 1995—exceeded that of all of Hollywood’s film studios. And the burgeoning Internet may soon dwarf this. Today, the entertainment/information business, with $350 billion in domestic and overseas sales, has supplanted jet engines as America’s foremost export. And this market is only half the size of the worldwide telephone business. Those who strive to dominate this volatile new world—the Highwaymen—are the subjects of this book.

The Highwaymen begins with Barry Diller’s 1992 quest to discover the future, using his PowerBook as a guide. Diller found that his laptop freed him from secretaries, meetings, and memos, and would help him envision the possibilities of a new interactive electronic democracy. By following Diller’s journey we discover how a tiny chip can transform dumb TV sets into smart ones, how viewers may soon be able to program for themselves rather than rely on network programmers to tell them when to watch 60 Minutes, Seinfeld, or an HBO movie. With a click of a switch, viewers may soon have instant access to a video jukebox—a hit movie, a shopping channel, a local council meeting, tomorrow’s New York Times. The television—or computer—could become the equivalent of a personal secretary or agent, setting aside favorite programs or news clippings, gathering information on stocks or bonds.

With advances in compression technology, digitalization, and microprocessing, the intoxicating dream of five hundred or more channels was soon off the drawing boards and ready for testing. By 1993, Diller had decided to link his fate with QVC, a low-budget home-shopping network. His principal partner was John Malone, the CEO of Tele-Communications, Inc., the nation’s and the world’s largest cable company, and a part owner of QVC. Malone, an enigmatic man who avoided media interviews, was among the most powerful businessmen in America. In early 1994, when my profile of him (“The Cowboy”) appeared, he was championing a merger with another powerful distributor, the cash-rich Bell Atlantic telephone company.

To combat Malone’s capacity to collect tolls from program suppliers, men like Sumner Redstone of Viacom and Michael Eisner of Disney strove to become so indispensable as brand-name suppliers that no distributor could deny them access to customers. In September 1993, Redstone announced that he would swallow Paramount. Although challenged by Diller, whose QVC had soared in value, Redstone won the bidding war, and Viacom entered the front ranks of worldwide entertainment software companies—at least on paper.

With the communications business promising growth and riches and glamour, new players joined the fray. Among the new Highwaymen was Edgar Bronfman, Jr., whose Seagram Company purchased 15 percent of Time Warner’s stock in 1993. This set up a conflict, explored in “No Longer the Son Of,” between two men who were seeking to escape from the shadows of dominant personalities—Bronfman from his father’s shadow, and Time Warner chairman Gerald Levin from the shadow of a predecessor, Steve Ross.

Words like “synergy,” “leverage,” “branding,” “convergence,” and “partnership” soon became the rage of the communications business. The proliferating communications-company mergers, sales, and alliances were spurred by investment bankers. Among these, the foremost matchmaker was Herbert Allen (“The Consigliere”), who shepherded the sale of Columbia Pictures to Coca-Cola and then to Sony, and who sold MCA first to Matsushita and then to Seagram.

Within communications, government is often viewed as an impediment, but when Newt Gingrich’s Republican majority claimed Congress, companies felt they had a potent ally. The relationship between the government and the communications/entertainment conglomerates is explored in “The Referee,” a piece on the FCC.

Government regulations are not the only potholes corporations encounter. Ted Turner’s CNN collided with the public’s appetite for local news presented by local anchors, which technology can now satisfy. Instead of the uniform global village envisioned by Marshall McLuhan, satellite technology has spawned what is now called localism. Meanwhile, companies are vying to become more global. Starting in 1994, worldwide competitors to CNN began to emerge. As American studios and communications companies transform overseas markets—where the studios now generate half their profits—the race for global hegemony has become vicious.

And technology leaves its own potholes. By 1994, we were learning that the magic box envisioned by Barry Diller wasn’t so magical. The chasm between vision and reality is explored in a portrait of Time Warner’s video-on-demand system in Orlando (“The Magic Box”), which experienced unanticipated technical and financial problems and whose success remains dubious.

And then there are the human potholes, especially the toxic mix of vanity, pride, and ambition. Primal forces drove Disney’s Michael Eisner and Jeffrey Katzenberg toward a business divorce each knew could be harmful yet neither could prevent (“The Human Factor”).

By 1995, the buzz of the previous year had subsided. Cable looked weaker, as did the telephone companies. To bet all one’s chips on content, as Disney and Viacom were doing, no longer seemed such a good idea. A blend of content and distribution seemed the shrewder choice, and Rupert Murdoch was now the Highwayman whom everyone was watching (“The Pirate”). Murdoch’s successes with the Fox network and with satellite systems that blanketed the globe helped provoke a frenzy of activity, as first Barry Diller, then Ted Turner, and finally Michael Eisner chased after a network distribution system, while Michael Ovitz and others searched for new jobs. Insecurity and uncertainty abounded, and such talented executives as Frank Biondi and Michael Fuchs soon found themselves out of a job (“The Beheadings”).

If these moves diminished the Highwaymen, so did their handling of the “family values” issue. The entertainment industry—and especially Time Warner—had no idea how to respond to President Clinton’s V-chip or William Bennett’s attack on gangsta rap. The clash between Bennett and Time Warner is chronicled in “The Power of Shame.”

This book begins in 1992 with Barry Diller, interactive TV, and the birth of an “information superhighway”; it ends in 1996 with Michael Kinsley and a new interactive paradigm, cyberspace.

These have been years of dizzying change. When the decade began, Rupert Murdoch’s News Corporation neared bankruptcy. Today Murdoch sets the pace among the global communications superpowers. A few years ago, video on demand was the interactive rage. Today interactivity usually means the Internet. One year, broadcast stations and networks are said to be dinosaurs; the next they are valued as brand names. One day, Bill Gates disparages the Internet; the next he transforms Microsoft into an Internet provider. One moment companies proclaim that software is king, and the next they fret that distributors control worldwide access.

Our Information Age is filled with agitation as journalists frantically declare winners and losers, Wall Street scrambles to find the next Netscape, and stock prices fluctuate like cardiograms. It’s a thrilling, and terrifying, time to be involved in communications. Broadcasters worry about cable, who worry about the Baby Bells, who worry about long-distance telephone carriers, who worry about Microsoft and Intel, who worry about the Internet. Companies fret over their advertising dollars; publishers and journalists fret over what will happen to the print medium. On the surface, nothing seems certain in the communications revolution.

Yet there are some certitudes—maxims—that can serve as guide-posts for this Information Age.

One: All companies strive to crush competitors and to take the risks out of capitalism. The media battlefield today resembles Europe in the nineteenth century, when there were potent nation-states but no single superpower. At least seven distinct groups vie to become information/entertainment superpowers—cable, telephone, film studios, and broadcast networks, as well as the computer, publishing, and consumer-electronics industries. They seek to become vertically integrated, to leverage their power in one business in order to assist another, as Disney plans to leverage ABC to throw business to its TV production arm, or to use the popularity of ESPN to muscle more cable channels for its other cable networks. Companies struggle to minimize risks by controlling every aspect of their business, from the creation of an idea to its manufacture and distribution to copyright ownership and thus its afterlife.

Two: There will be more concentration of corporate power and more competition. On the one hand, each industry says it is ready to fight: phone companies prepare to enter the cable business as cable readies to challenge Baby Bells and broadcast stations and computer companies prepare to offer phone service on the Internet. Yet companies are hedging their bets by seeking partners who share financial risks, provide absent skills or services, and sometimes minimize political exposure. Film studios share costs—and profits—with producers. MCI, which doesn’t own software to distribute over its long-distance wires, invests two billion dollars in News Corporation, a software company. AT&T enters the video business by buying a stake in DirecTV, the nation’s leading direct-broadcast satellite service. Microsoft invests five hundred million dollars to help fund a twenty-four-hour cable news network and on-line service (MSNBC) with NBC.

For citizens, these maneuvers evoke memories of the 1890 Sherman and 1914 Clayton antitrust acts, which were designed to curb corporate dominance over markets and suppliers. The dangers of monopoly today are often more subtle than they once were. Powerful corporate allies could cede spheres of influence to each other, choosing not to compete but to adopt instead the Japanese model known as keiretsu, whereby mutual back-scratching closes markets and restricts competition.

Three: Technology threatens bigness and ideology. About this, Orwell was wrong: governments cannot control information. Try as it may, the government of China cannot block access to the Internet, any more than the Communist governments of Eastern Europe could seal their borders against faxes and telephones and satellites. And television viewers have more sources of news today than they did fifteen or more years ago, including CNN, CNBC, C-Span, and MSNBC.

Four: As Palmerston once said of nations, corporations have no eternal allies and no perpetual enemies, only permanent interests. Thus an ally in one venture or country can be an adversary elsewhere. One week, MCI enters a joint Internet effort with News Corporation. The next, it dumps this deal to join with Microsoft in a similar venture. Yet MCI’s long-distance competitor, AT&T, also signed with Microsoft to reciprocally market products on the Internet. Universal and Paramount compete in the studio business yet jointly own the USA cable network, while Hearst and Capital Cities/ABC compete in the magazine business yet are partners in ESPN.

Five: The media battlefield is global. As the American market matures and other nations duplicate our deregulated environment, U.S. companies often see greater growth opportunities overseas. Since roughly half of our movie revenues come from overseas, Hollywood continues to spend vast sums on action-adventure or sex-driven movies that transcend language barriers and assure global sales. Disney expects that within five years half the revenues from its diverse activities, including theme parks and stores, will come from outside the United States. Viacom’s chairman, Sumner Redstone, has announced that though only 17 percent of his revenues came from outside the United States in 1995, he expects that by the year 2000 this will rise to 40 percent. As the revenues of music companies flattened in the United States, they exploded overseas. The same is true of video stores and movie theaters.

Six: While the contest is global, localism is key. We are witnessing the rise not of a single global village but of hundreds of local villages. American tourists may like to turn on their hotel TV sets in Europe or Asia and learn the results of American football games, but a resident of New Delhi wants local cricket scores, local weather, and local anchors. And the concern many governments have about American “cultural imperialism” will only speed this desire to localize, while sending media giants scrambling to locate local partners.

Seven: Familiar brand names can sometimes beat localism. That’s why NBC puts its brand on its global news service (a move News Corporation failed to make when it launched Sky-TV in Europe without a Fox label). The goal is to have a name that instantly triggers an association in the consumer’s mind—as MTV means youth and cool, Disney means child-friendly, The Wall Street Journal means business news, and IBM once meant impeccable service.

Eight: Distribution is not dead yet. We commonly hear from folks like Eisner and Redstone that software is king, that as competition increases, distribution systems will lose leverage to strong brand names like MTV. Yet today four studios own their own broadcast networks and thus exercise some control over the distribution of their television product. Rupert Murdoch started a twenty-four-hour news service, but he knew that without a cable distribution system he could not succeed. So he used his overseas distribution systems for leverage over cable operators here. And software factories like Viacom learned that in order to get the best overseas distribution of Paramount movies on television, or of MTV, they needed to pay gatekeepers like Murdoch’s satellite systems in Europe, Asia, and South America.

Nine: The companies that will survive are those that define themselves broadly. CBS, NBC, and ABC lost a third of their audience over the past fifteen years, in part because they defended their single channels and blindly fought cable, failing to understand that they owned a brand and not just a single channel. Thus the danger for, say, The New York Times, would be to think that it is in the newspaper business rather than the information business. As long as customers pay for information from the Times, and advertisers pay the freight, it doesn’t matter whether readers receive news on paper or from computer screens.

Ten: The human factor counts, though it can’t be quantified. Gerald Levin, Time Warner’s chairman and CEO, fired Robert Morgado and then Michael Fuchs as chief of Warner Music not because they were failures—they were spectacularly successful—but because he felt uncomfortable with them. Similarly, Viacom’s chairman, Sumner Redstone, fired CEO Frank Biondi because, depending on whose story one believes, he either questioned his gumption or envied his press clippings. Disney’s Michael Eisner and Jeffrey Katzenberg divorced for personal rather than business reasons. The proposed merger of Bell Atlantic and TCI collapsed as much because of a culture clash—a cowboy culture banged heads with a staid corporate culture—as for business reasons. Viacom has yet to achieve the much-touted synergies from its acquisition of Paramount, partly because synergies require teamwork and the sublimation of ego.

Eleven: The great mystery is the consumer. We know some things about consumers: that they want more choice and convenience; but there is much more we don’t know. Do people want to program for themselves, or would they rather collapse in front of their TV sets and let network programmers make the decisions? Will they entrust personal information—such as credit card numbers—to computers? Will there be enough customer demand to justify the enormous investment companies must make?

A reminder of how baffling it is to predict winners and losers came for me in January 1997, during a visit to the Consumer Electronics convention in Las Vegas. Like others, I was awed by thousands of inventive appliances and products. But I was also struck by the notion that few of these products were as simple to use as, say, a television remote-control device. Keypads were too small, the lighting was too dim, the instructions were too dense. The appliances were not user-friendly, and until they are, there is no accurate way to gauge whether they will be accepted by the consumer.

Twelve: Beware the social and political consequences. Will we create two classes of citizens, information haves and have-nots? What will be the consequences of a society in which 40 percent of homes have computers but only 5 percent of low-income homes have them? What should we do, if anything, for the 98 percent of classrooms without access to telephones, the essential link to cyberspace? (Half the world’s population lives more than one hundred kilometers from a telephone line.) Who should pay for providing this link—taxpayers or corporations? With unlimited communication and entertainment choices, will more citizens isolate themselves? Will the rise of virtual Internet communities increase or decrease our tribal tendencies, generate greater harmony or an electronic Bosnia? Because e-mail and instant polls allow instant opinions, will they permit the cool deliberation James Madison and the other Founding Fathers envisioned when they chose to divide power among the branches of government to slow down decision-making?

Thirteen: Synergy is no friend of journalism. As companies strive to boost their stock price, they inevitably notice that news divisions rarely make as much money as other divisions. So to cut costs they replace foreign correspondents and bureaus and contract out for cheaper video news pictures. They ask junior employees to reprocess material from their own video libraries as documentaries. They insist that news programs conform to what marketing surveys say the public wants. Parent companies striving for synergies will often ask their news divisions to promote their products: Disney asked Good Morning America and ABC to promote The Hunchback of Notre Dame; each network expects its local stations to promote its entertainment shows by scheduling interviews on local newscasts with their stars. This team culture, though common in business, is a menace to independent journalism.

Fourteen: The marketplace alone will not determine the winners and losers; government decisions matter. The government decides whether to bring antitrust action against Microsoft (so far, it has declined), whether to approve the merger of Time Warner and Turner Broadcasting (it did), whether to lift restrictions on foreign ownership, and whether to let broadcasters inherit the extra spectrum space made possible by digital compression, or to extract a “public trust” commitment from broadcasters, or to put it up for auction (it has not yet decided). Overseas, the government of China will decide whether to regulate the Internet, Singapore licenses Web-site providers, and France and Spain, among others, will decide whether to sustain their barriers to foreign competition. Will China and other Asian nations ignore copyright piracy? And will this trigger a trade war?

Government has a legitimate role to play as referee between communications rivals. If local and long-distance telephone companies, for instance, are to compete, the government must assure that both companies rent their wires to competitors. Without government regulation, companies may have little incentive to cooperate, and if they don’t, prices will not come down.

Fifteen: Beware of maxims. If synergy were as magical as promised, Sony and Matsushita would successfully have mated their hardware and software, as they expected when they overpaid a decade ago for two Hollywood studios. Nor has Viacom achieved the promised synergies of its merger with Paramount Communications. Perhaps the foremost example of successful synergy is Disney’s development of products from its movies for sale in Disney stores. After little more than a decade, sales now total over $2 billion annually, or twice the revenues from Disney movies. But this dollar success is an exception.

Similarly, a brand name didn’t prevent Apple—despite its brilliant software—from slipping because it refused to allow (until 1995) any other computer maker to use its superb software. Two computer pioneers—Ken Olsen of the Digital Equipment Corporation (DEC) and An Wang of Wang Laboratories—faltered because each failed to foresee the multiple uses of PCs.

Sixteen: It’s OK to be confused. Many of us are understandably nervous about how technology will alter our lives. As investors guess what stocks to buy or sell, so consumers can only guess whether it makes sense to buy a combined printer/fax, or a Newton personal digital assistant, or a TV set dedicated to the Internet, or a “dumb” but cheap computer that retrieves software from the Internet.

Cyberspace has attracted the swagger of know-it-all-ism. Yet many of the certitudes of seers and CEOs about “interactivity” and “multimedia” and “synergy” bring to mind that old New Yorker cartoon in which the psychiatrist says to the patient, “I have good news for you.”

“Yes?” says the expectant patient.

“You have no conflicts,” says the psychiatrist. “You are inferior!”

When one looks closely at the decision-making process in giant communications companies, one learns that even the “experts” are guessing. Think of the many dumb bets smart people have made. Remember how Gerald Levin and John Malone promised we would all be surfing five hundred channels by now? Remember how the Baby Bells said they would dominate the video-dial-tone business? Several hundred million dollars later, they are not in sight of their first customer. Remember when Bill Gates and Microsoft ignored the Internet? Or when IBM passed on buying Microsoft? Or when AT&T vowed to dominate the computer business? With an annual R&D budget of $200 million, Microsoft’s technology seer, Nathan Myhrvold, nevertheless concedes, “Most decisions are seat-of-the-pants judgments. You can create a rationale for anything. In the end, most decisions are based on intuition and faith.” On jumping-off-cliff guesses.

Journalists also jump off cliffs. We travel to strange places to meet strangers. We struggle to sort the truth from a muddle of sometimes contradictory and always incomplete information. We trust that the person on the other end of the phone is who he says he is. We never have enough time, or space. The journalistic form—gimme a lead, a headline, a scoop, and write it in a few minutes or hours and in no more than five hundred words—unavoidably shapes the content. In the fever of daily reporting, it is easy to lose perspective. Swept up by the coverage of the O.J. Simpson trial, we forget that there were other “trials of the century,” including the Scopes trial, the trial of Bruno Hauptmann, and the Nuremberg trials. Today we think Rush Limbaugh has power, but fifty years ago, when the population was smaller, Walter Winchell’s Sunday-night radio show reached many more listeners and generated more headlines.

One of the joys of writing for The New Yorker is that you have time, and space, to pursue Christopher Morley’s sage aphorism: “Truth is a liquid, not a solid.” My task as a journalist is to understand the people and issues I write about, not to prosecute nor to celebrate them. Anytime a journalist gains access to decision-makers, whether the White House staff or Rupert Murdoch, there is a danger of being co-opted, of forgetting that the audience is not the person interviewed but anonymous readers or viewers. But it’s also important to remember that moguls are not stick figures. They may be ruthless or diabolic or shallow, but they are rarely just that.

It is tempting, when writing about business, to treat decisions as if they were coldly rational. Often they are—companies do, after all, strive to maximize profits. But decisions are often composed of many strands, and people are not always rational. Egos can get in the way. Although journalists don’t have subpoena power, vanity can become our ally. People talk to journalists for a variety of reasons—to promote their interest, because they think the reporter will be fair, will tell their story, will set the record straight. They talk if the reporter is persistent, and doesn’t make the interview experience as unpleasant as a trip to the dentist. And they talk because vanity is a great equalizer. One doesn’t become a CEO or a senator without confidence in one’s ability to sell anything, to convince anyone.
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DILLER PEEKS INTO THE FUTURE

Intimations of Interactivity

(The New Yorker, February 22, 1993)

When Barry Diller, the former chairman of Fox, Inc., speaks of his Apple PowerBook, a laptop computer, he grows rhapsodic. “My odyssey began with the PowerBook,” Diller says of the months he spent after leaving Fox. The odyssey was Diller’s ten-month search among the seven industries hoping to dominate global communications—studios, TV networks, cable companies, telephone companies, computer companies, consumer-electronics companies, and publishers—to decide where he should stake out his own future. In fact, the search began in the fall of 1991, several months after Diller and Rupert Murdoch, whose News Corporation owns Fox, met to discuss Diller’s future. After being head of prime-time television for ABC Entertainment in the early seventies, and chief of Paramount Pictures for ten years—into the first half of the eighties—and then guiding Fox into the nineties, Diller told Murdoch that he wanted to be a principal, not just a well-paid employee. Murdoch, who had moved to Hollywood and plunged into Fox’s business—Diller’s business—asked for a few days to consider Diller’s request. When he had done so, he responded bluntly, Diller recalls, saying, “There is only one principal in this company.”

Diller was grateful for the candor, he concedes, but, with his fiftieth birthday approaching, he began to think about leaving. Lifting up his PowerBook, he explains, “I learned it to leave Fox.”

A tutor taught him how to use it. The machine’s allure was that it promised a certain kind of freedom—from secretaries, meetings, memos, press leaks. Diller used it to compose his resignation statement; to fax draft copies of the statement to Murdoch and to his closest friend, the clothing designer Diane Von Furstenberg; to list things he must do before issuing the statement; to sort from his copious address book the three hundred people he wanted to have receive the resignation statement before they heard or read about it; to jot down notions of what he might like to do next and whom he might consult. The PowerBook went with him everywhere. Diller punched keys in the middle of meetings, while others were left to stare at the top of his bald head or to listen as he related the many extraordinary feats his machine could perform. “He’s had an unbelievable love affair with his computer,” Von Furstenberg says. “It has expanded his horizon. No question that his relationship with his little screen—which is irritating to everybody in the room—has altered his life.”

Among other things, the machine helped Diller better understand the new video democracy. Through it he could see how technology, with incredible speed, was transforming dumb television sets into smart ones, making it possible for viewers to select, organize, and interact with programming and information rather than passively consuming what was offered on fifty, or even five hundred, channels. The PowerBook became for him a means of peering into the future, for he uses the laptop the way Apple Computer, which makes it, hopes that people will use a book-size machine, referred to as a “personal digital assistant,” that Apple is developing. Just as Diller could convert his laptop into a word processor, a fax, a file cabinet, a spreadsheet, a conveyor of commands, or a link to various networks of news or data, so in the next few years, he came to believe, viewers will receive video on demand—be able to watch what they want when they want. With a click of a remote control or a telephone button, they will summon up movies from the equivalent of a video jukebox. In an instant, they will send for and receive a paperless newspaper, a program they missed last night, a weather report.

Still, as the day Diller would announce his departure from Fox neared, he felt vulnerable. “I liked my life,” he says. “I liked power.” He worried that no one would call, that he might lose his conspicuous seat at restaurants, that it might appear Murdoch had dismissed him, that the story would leak before he was ready.

Diller issued a statement on February 24, 1992, which came as a complete surprise to Fox employees and to Hollywood. In it Diller said he “yearned” to be an entrepreneur like Murdoch, whom he called an “inspiration.” Murdoch responded with wide praise for Diller’s many accomplishments, from creating a fourth TV network, which in 1991 made more money than either NBC or CBS, to engineering the comeback of the Fox film studio. “It’s nice to read your obituary while you’re living,” friends told him. Diller left Fox in good financial condition. He received a severance, bonus, and stock-payment package that a Diller intimate says was worth $140 million; upon his departure, he bought a thirteen-seat Fox Gulfstream jet for some $5 million.

Within days, he recalls, thirty-three executives offered either to back Diller or to become his partner in any future venture, and their names were immediately filed in his PowerBook. Among the most persistent of these suitors in the months that followed were John Malone, the chief executive officer of Tele-Communications, Inc. (TCI), which is America’s and the world’s largest cable company, and Brian L. Roberts, the president of the Comcast Corporation, which is the nation’s fourth-largest cable company. Both men believed that cable’s weakness—programming—was Diller’s strength. They knew that technology would one day allow a virtually unlimited number of channels, but they also knew that viewers watched programs, not technology.

For months, rumors chased Diller. It was said that he might be acquiring NBC from General Electric, and that he might be asked to run Time Warner. Whenever he was seen lunching with a wealthy financier, the news would appear in the columns, increasing speculation that Diller was about to launch something big.

Ten months after his Fox announcement, Diller’s plans were still a mystery. People in the entertainment and communications worlds began to say that he couldn’t be a principal, because he had no capital. “A guy who’s an employer is a guy who writes checks and he can’t,” one Hollywood power broker said. Then on December 10, 1992, it was announced that Diller had become a partner of Malone’s and Roberts’s in something called the QVC Network, a twenty-four-hour home-shopping cable network. People passing Diller at his regular table in the Grill Room of the Four Seasons had almost embarrassed expressions as he kept looking around, as if for applause. Those who knew Diller waved a greeting, but they seemed to be thinking: Barry Diller’s going to run what? A home-shopping network? You’ve got to be kidding!

“All they care about is status,” Diller said some weeks later, in his suite at the Waldorf Towers. “That’s why they can’t understand why I’m doing this. They say, ‘It’s not very glamorous.’ ” Every now and then, he glanced over at his PowerBook, which was sitting on a coffee table relaying minute-to-minute QVC sales. In 1991, QVC made a net profit of nearly $20 million; in the first nine months of 1992, it already showed a profit of $36 million. It was recently rated America’s “fastest-growing small public company” by the magazine Inc.

The people who found QVC insufficiently glamorous probably weren’t aware of those numbers. Or, if they were, they wondered why Diller, who had done so much to attract mass audiences, was now in the narrowcasting business. Worse, they wondered why he was hawking “tacky” merchandise. Diller pretends to be unfazed, but friends admit that he is sensitive. “Remember, the royalty of America is Hollywood,” one friend says. “We are the place of fantasy and intrigue and overnight rags to riches. For the time being, Barry is concerned that he’s out of that limelight. He feels that what he’s in is a bit undignified.”

Diller seeks to counter the skepticism in several ways. After ten months of searching for the future, he thinks that he has become a pioneer in a new form of interactive television—one that began with home shopping and will soon include news and programming. He thinks of QVC not as just two televised shopping channels, which is what it is now, but as a springboard to a universe beyond the limited world of channels. He also thinks of QVC as a gold mine. Within two weeks of the announcement that he would run QVC, its stock rose from about thirty dollars a share to forty. On paper, Diller’s seven million shares climbed in worth by $70 million, yielding half as much in two weeks as he got when he left Fox. “If he fulfills his vision at QVC, he’ll be the richest person any of us know,” says Jeffrey Katzenberg, chairman of Walt Disney Studios, who is a close friend. “Barry Diller will be worth many billions of dollars.”

A year ago, as Diller contemplated his future, he said to himself, “There are a couple of concrete possibilities—NBC is one. The others are all large enterprises, the kind I have always run. OK, but what else is interesting? I don’t know very much. I know topic headings, that’s all. Some part of me is urging me to take advantage of this gift of time.”

The PowerBook taught Diller he could work at home, so he had his pool house, in Beverly Hills, converted into an office for himself, constructed an additional office for his secretaries, and moved to his beach house, in Malibu. Meanwhile, his phone was not quiet. Of all those in Diller’s wide circle of well-known intimates—the music impresario David Geffen, the designer Calvin Klein, the producer Sandy Gallin, the actor Warren Beatty—the friend he confided in was Diane Von Furstenberg. She says they spoke, and still speak, at least three times a day. “He’s like a husband, really,” she says.

On February 29, 1992, Von Furstenberg visited QVC’s headquarters, in West Chester, Pennsylvania, and the trip amazed her. As soon as she returned, she told Diller on the phone that she and several other people, including Marvin Traub, a former chairman of Bloomingdale’s, had just gone on a “field trip” to a place outside Philadelphia to see something called QVC, which stands for “Quality, Value, and Convenience.” When they arrived, she said, they sat in a studio behind several banks of telephone operators and watched the soap-opera star Susan Lucci pitch a hair-care product carrying her name.

Suddenly, the phones lit up. “It was amazing. She sold four hundred and fifty thousand dollars’ worth of hair products in an hour,” Von Furstenberg told Diller. She described how the operators had punched in the orders on computer screens in front of them, charged each order to a credit card, and then pressed a key to send the order to a warehouse, which promised delivery usually within seven days. “There you have the potential of talking to millions of people all at once, and you don’t have to rely on an in-between,” she said. “It’s more honest.” Sure, much of the merchandise was cheesy, she told Diller. But that was correctable. What mattered was the directness of the system. “Barry, you’ve got to go out there,” she said.

Diller wanted to go, if for no other reason than that over the years he had personally negotiated most of Von Furstenberg’s business contracts. But home shopping did sound—well, small, for his ambition. He wouldn’t physically leave Fox until spring, and he thought, he said later, that then “I’d have this big, long holiday.”

Through the winter and into the spring, Diller fiddled with his PowerBook for at least a couple of hours every day, typing options, lists of things he might do; he raised money for his fellow Democrats Bill Clinton and Bob Kerrey; he read a few books; and by May he was exhausted with leisure. He was ready to begin his odyssey. “I don’t need a wall to stare at,” he remembers thinking. “I need new data.” He decided to combine a lifelong wish to travel across the country with stops at such potential windows onto the future as the Massachusetts Institute of Technology’s Media Lab, William Gates’s Microsoft, near Seattle, and Bill Clinton’s governor’s mansion, in Little Rock.

Diller knew from the entertainment business the lightning impact of technology. He remembered how the studios had fought the videocassette recorder and, before that, television, and how both had eventually swelled studio profits. The PowerBook gave Diller some further technical insights. He came to call it “an enabler,” because it allowed him to do many different things at once—to be alone and still be able to communicate instantly. In the spring, Brian Roberts, of Comcast, called Diller to chat. He wanted to invite Diller once again to join the cable team. The two men wound up talking about the PowerBook, since Roberts had just bought one and was still trying to figure it out. “I wanted to understand it for the cable business,” Roberts says. Diller shared his impressions of what computers mean for the future. One day, he speculated, the computer screen might become a TV set, and the keyboard would be a mechanism for summoning anything. The speed would be astonishing. A billion bits of information per second would travel over a wire, contrasted with only a few thousand bits a second sent by a PowerBook fax. Diller had read that these bits of information would perhaps be retrieved by a powerful microprocessor in a cable-converter box inside or beside the screen, and perhaps computer software would make remote-control devices user-friendly, like a computer mouse, permitting viewers to choose what they watch not only by surfing among five hundred or more channels but also by specifying categories—movies, comedy, sports, books, news.

As Diller thought about the competing interests of the cable companies, Hollywood studios, TV networks, computer hardware and software companies, publishers, telephone companies, and assorted consumer-electronics powerhouses, like Sony—many of which already did business with one another—he realized that each one hoped someday to control either the wire highway to each home or the switching mechanism that would someday direct video traffic or the computer databases that would serve as a library or the technology that converted pictures and programming to digital signals and back again. He knew that the current system of sending analog signals to TV sets would eventually be replaced, because these electrical impulses took up too much space on the highway, or bandwidth, that they traveled over, limiting the number of channels. What he didn’t understand was the digital-compression technology that would replace it. Nor did Diller know—in fact, no one knew, or knows now—whether the future means of delivering television signals would be through backyard or rooftop dishes (direct-broadcast satellite) or over expensive but almost limitless fiber-optic cables or through some hybrid of fiber-optic cables and existing coaxial cables, or whether those cables would be owned by cable companies or the telephone company or the government. No one knew or knows what will happen as the cable box mates with the computer; the phone with the cable wire; the networks with the studios; the studios with cable; the computer with the studios or with telephone, publishing, or electronics companies. To do any of this, Diller understood, required a convergence of three distinct forces: the emergence of “enabling technologies”; alliances among business adversaries; and government approval.

A report issued around this time by the Wall Street firm of Goldman, Sachs—“Communacopia: A Digital Communication Bounty”—reasoned to a similar conclusion: “As a result of rapid technological developments … we believe a true revolution in the delivery of entertainment, information, transactional, and telecommunication services may be at hand. Through a confluence of interests, this revolution could bring together a broad cross-section of industries that heretofore have considered themselves unrelated.”

In the spring of 1992, the borders between the rivals’ domains were blurring. Each rival dreamed of becoming a vertically integrated giant—able to control every step in the process, from the idea to the manufacture or it to its distribution—only to find that such integration was too expensive or too complicated without partners. So Apple Computer already had a joint venture with Sharp Electronics, Pacific Bell, Random House, Motorola, Bellcore, and SkyTel, to provide software and communications through the handheld personal digital assistant, which Apple is calling the Newton. Toshiba, a Japanese electronics conglomerate that excels in appliances and PCs, owned a minority stake in Time Warner. Sony made consumer electronics and owned a film studio and a record company, and so did Matsushita. Overseas, Hollywood studios and TV networks had been seeking local partners, in the hope of avoiding protectionist barriers and making the entertainment product more palatable to local tastes. Cable companies like TCI and Comcast had pushed into the telephone business, and the seven Baby Bells had petitioned the government to relax restrictions so that they, too, could provide cable and other information services in their own regions. (In February 1993, Southwestern Bell pushed into the cable business in another way, by buying two cable systems near Washington, D.C.) AT&T, having been barred from providing wired domestic phone service, had gone into the cellular-phone business and was already poised to make the chips that might convert analog to digital signals.

The first of Diller’s field visits was to San Mateo, California, to see an electronics company called 3DO. The date was May 13, 1992. 3DO has developed what it calls a universal box—a device that will make home-entertainment and computing equipment compatible, and able to communicate with each other. This software company was already crowding Nintendo with such popular computer games as “John Madden Football,” and now it had invented a box it hoped would be the enabler or control switch to operate all home-entertainment devices.

Diller was impressed with the games and technology, but not with the company’s programming sense. He was given a preview of a Sherlock Holmes mystery game, and recalls asking, “How long does it take to play this?”

“Eighteen to twenty-two hours,” responded the technician.

“Really? How do you know where you are in the process?” asked Diller.

“Huh? You just know when you’re finished,” the technician said.

“Have you ever thought of putting in act breaks?”

“That’s a great idea! I’ll have to work on this a lot longer,” said the technician.

Diller remembers he walked away thinking, He’s making this game for true believers, people who already know how to play these things. “That said to me that most of these people are talking to each other.” In fact, the more places he visited, the more certain he would become of this.

Diller traveled on to Fremont, and there he toured the NeXT Computer plant and had dinner at the Palo Alto home of its founder, Steven P. Jobs, who was seeking to re-create the success he had when he co-founded Apple in 1975. After studying NeXT’s brilliant software and graphics (“It’s the most magical computer,” Diller says), he told Jobs, “You’ve made these things too hard. It shouldn’t be this hard.”

“No,” Jobs answered. “It’s like learning to drive. It takes two months.”

“No, it takes very little time to drive,” Diller said. “A computer is not that—it’s hard. Why make it harder?”

This exchange reinforced Diller’s conviction that the technocrats were too insular, as did his visit to MIT, seven days later. While the Media Lab impressed him as a sort of Disney World of the future, with its hundreds of gadgets and technologies, he was unimpressed with the practicality of what he saw. But he did see something useful. “What I learned there is how digital can and needs to work,” he says. Digital technology meant that television and radio would no longer be bounded by the narrowness of the highway over which they transmitted pictures or sound; instead, the signals would be converted into tiny numbers. In a universe exploding with channel choices, up to ten digitalized channels might be able to travel along a bandwidth formerly reserved for a single analog signal. Eventually, as digital compression technology was perfected, the picture quality would improve.

Throughout the summer, Diller talked on the telephone and met several times in New York with Brian Roberts, of Comcast. Roberts had recently been elevated to president by his father, Ralph J. Roberts, who was the chairman, and he was launched on an odyssey similar to Diller’s. The two men enjoyed comparing notes. In a long telephone conversation on the morning of June 12, they swapped information about their latest technological sightings. Roberts remembers telling Diller that services like Prodigy, which allowed computer users to do their banking from home and to call up the news and weather, were maddeningly slow and dull, especially compared with what was coming. Too many offerings were not user-friendly. Roberts knew, as Diller now did, that the “techies” were often brilliant but in some ways dumb.

Roberts talked about Comcast. The company’s income, principally from cable subscriptions and cellular telephones—two of the country’s fasting-growing businesses—was up 11 percent in 1991, he said. He reviewed Comcast’s varied holdings. He talked about QVC, of which Comcast and John Malone, of TCI, owned a controlling majority of the stock. He talked about how Comcast, jointly with TCI and others, had opened cable and telephone beachheads in England and was looking elsewhere overseas, and about Comcast’s pay-per-view services and how digital compression and fiber-optic highways would permit hundreds—thousands—of viewer choices. Roberts said that the next step for Comcast and the $20 billion-a-year cable industry was to target the $12 billion video-rental business. “If I get a quarter of the video business, that’s huge,” he said. Comcast also had its eye on the $80 billion American telephone business. Annually, AT&T and MCI and other long-distance carriers pay roughly $25 billion to local carriers, including the seven Baby Bells, for access to customers, Roberts said. Once the cable companies installed fiber-optic wire, they could handle long-distance interconnections, not to mention local telephone calls. “They can pay us ten percent less. We’ll do it,” Roberts said. “That’s what we’re doing in England, where some twenty percent of the accessible homes are switching to our cable telephone.”

But the most important piece of the puzzle for Comcast, Roberts emphasized to Diller, was also its most glaring weakness: programming. Unlike TCI or Time Warner, Comcast had not invested in programming. It had the hardware; now it needed software. Join us as a partner, he told Diller, and together we can make science fiction real. As the cable and the computer box and the telephone become linked, we can be pioneers. With Barry Diller, he said, cable can make programs that people want to see.

Diller wasn’t ready to make choices, but he does remember thinking, This is one of the people I’m definitely going to talk with. First, however, he would be visiting Microsoft, in July, and he was looking forward to it. In many ways, Microsoft was a model of what Diller was seeking, for it created the software that enabled powerful personal computers to function. At Microsoft’s corporate campus in Redmond, Washington, he was taken on a tour by Rob Glaser, the vice president for multimedia and consumer systems, and was shown what Microsoft was currently producing and what was to come. Then he had lunch with the company’s chairman and founder, Bill Gates.

Diller assaulted his hosts with questions. He was particularly fascinated by Microsoft’s attempts to devise cable boxes that could decode compressed digital signals, retrieve vast amounts of information, and allow viewers to interact with their TV sets. Gates has described such a system as “information at your fingertips”—a world in which, with a few clicks of a mouse, a customer can summon any movie, any program, any sporting event, any weather or news report, from a video warehouse with nearly unlimited storage capacity. “Our vision is to facilitate, to play the same enabling role that we did with home computers,” Glaser says. “Today, people don’t think of their TV set as having an operating system.”

Microsoft’s vision is not limited to TV sets. Diller learned—as Brian Roberts had on a visit to Apple Computer—how the personal digital assistant might work. With a handheld device, doctors would be able to swap X rays instantly for a second opinion, or review a patient’s full medical history without rifling through a file, or monitor patients at home, or, with a pen, jot a prescription on the screen and send it to a pharmacy. Using the same built-in codes that identify shoppers, citizens would be able to vote from home. With interactive remote-control devices, children could take part in customized tutorials and quizzes, or play chess, instead of sitting passively before TV sets.

Many people have visited Microsoft’s campus, including Rupert Murdoch; Martin Davis, the chairman of Paramount Communications; and John Malone, of TCI. “But,” Glaser recalls, “of all the folks that have come by, Diller was the most engaged in the stuff we are doing.” Diller recalls, “Everything blew my mind. I knew little. And each thing I saw made me think in ways I had not thought before.” What he saw was that “a communications enabler could be inside the TV or beside it.” He thought that a software company like Microsoft might provide the operating system for anything electronic in the home, just as it did for PCs.

Also in July, Diller accompanied Von Furstenberg to QVC’s headquarters. He was captivated by the reach of QVC; through cable, this live, twenty-four-hour home-shopping network and its separate fashion channel reached a potential forty-five million homes. He was staggered by what he saw in the studio: instead of the usual army of producers, camera operators, production assistants, and high-priced anchors, a single producer and a group of product coordinators, accompanied by five robotic cameras, with a director and two engineers in the control room, above, followed the host—described as an “explainer”—as he or she displayed merchandise or interviewed celebrities and designers who marketed products carrying their signatures.

Diller liked the pleasant efficiency of the trained telephone agents there. Each agent completes a transaction in about two minutes, and there is a backup system that can answer up to a thousand calls automatically. Each transaction is recorded in an IBM mainframe computer, and then dispatched to one of three shipping sites, which fill an average of a hundred thousand orders a day. Even more, Diller liked the way QVC made its money: it marked up each item it sold by up to 100 percent; and because it purchased in huge quantities, it still undersold stores.

Von Furstenberg was already preparing to do business with QVC, and Diller would negotiate the deal. She would design what she called Silk Assets—dresses, skirts, pants, and a blouse—under her own label and exclusively for QVC. She would design the clothes and select a manufacturer, but she wanted no responsibility for dealing with distributing or storing the inventory. That task would fall to QVC.

Before the summer ended, Diller made another visit to QVC, to complete the negotiations, and to look around again. But he still wasn’t ready to jump. He had more to see; for one thing, he was to pay a visit in early August to John Malone, Comcast’s major partner in QVC. Unbeknownst to Roberts, Malone had pursued Diller over the telephone from the day he received word that Diller was leaving Fox. Diller and Malone had known each other for a number of years. Diller didn’t have to be told that Malone was easily one of the most powerful figures in television, and not just because his company controlled one of every five cable connections in the United States (about ten million in all), or because it had a bigger cash flow than ABC, CBS, and NBC combined. Malone’s influence extended into programming, since TCI had an interest in the Discovery Channel and the Learning Channel, and owned 22 percent of the Turner Broadcasting System, including CNN. Liberty Media Corporation, a cable-operations-and-programming company that Malone had spun off (although he is the chairman), partly to silence congressional complaints that TCI was a monopoly, also had a stake in a number of other cable-programming ventures. These included QVC, the Family Channel, Black Entertainment Television, American Movie Classics, and Court TV. It also owned or had an interest in twelve regional sports networks and in the Prime Network, a national sports-programming service. Another Malone subsidiary, Netlink, USA, was the largest provider of cable programming to owners of satellite dishes. And Malone had plans, which would not be announced for several months, to introduce digital compression, which he said would deliver about five hundred channels, beginning in 1994.

In preparing for those channels, TCI has already become the world’s largest industrial consumer of fiber-optic cable. It is also the largest cable operator in England. And it has partnerships in various future-oriented endeavors with AT&T, U S West, McCaw Cellular, the Fox network, and Digital Equipment Corporation, among others. In addition, Malone, who has a Ph.D. in engineering, serves as chairman of CableLabs, a cable-funded communications research center in Boulder, Colorado.

“He’s one of the great visionaries of our time,” Martin Davis, of Paramount, says of Malone. A cable-programming CEO who believes Malone squeezes cable networks for discount rates in exchange for the right to appear on his cable box says, “He’s an evil genius.” Washington had its own opinions about Malone. Last year, when Congress was able to override a veto by President Bush and thus impose new regulations on cable, Malone was cited by fellow cable operators as the sort of person the legislation was aimed at. “John Malone is a monopolist bent on dominating the television marketplace,” Senator Albert Gore declared.

To better understand Malone, it helps to see him out West, at his office in Englewood, Colorado, just outside Denver. Here he comes to work wearing a leather jacket, blue knit shirt, checked gray slacks, and loafers, not the somber suits in which he appears on visits to New York or on industry panels. He is square-jawed, dark-haired, and, at six feet, has the build of a lumberjack. His passion for sailing is reflected in a large model sailboat that rests on a credenza behind his desk. In New York, Malone often appears brusque. Here he speaks languidly, so casually that he can sound like Gary Cooper. His office windows stare out at miles of empty plains, bordered by the Rockies. This is a place that obviously gives Malone and TCI a sense of freedom: there is space to roam and few competitors or customers to encounter. “It’s an outsider culture,” Robert Thomson, senior vice president of communications and policy planning, explains. “It’s a culture that doesn’t define itself as establishment. It’s not Eastern. It’s a Western culture. Like in Butch Cassidy and the Sundance Kid—Who are those guys? That’s us.”

Although Diller is no cowboy, he does swagger about how he cares not a whit about “status” or “glamour” and only wants to be an entrepreneur. Diller may look like a Fortune 500 executive, in his dark suits and white shirts, but he thinks of himself as a buccaneer, like Murdoch or Malone. That’s one reason that, in early August, he was eager to fly to Denver and spend a few days visiting Malone.

“What’s going on?” Diller asked.

Malone explained that instead of sailing in Maine, as he usually did, he and Brian Roberts and the executive committee of CableLabs had been on the road visiting computer companies, including IBM, Apple, and Microsoft. Technology was herding industries together, he said. As broad fiber-optic cable highways became available, and digital compression decreased the space needed on those highways, the cable industry would look for technical help from computer and software companies, and help from television programmers like Diller. The computer companies, he believed, “were stalled a little bit—they have penetrated the workplace but not the home.” That’s why they looked to cable. The seven communications powers circled one other warily. “It’s all a blur,” Malone said. He predicted a media landscape where cable companies operated in the phone-company business, and vice versa, and where network broadcasters were bought by cable, and vice versa. “It really all comes down to government regulations.” One day soon, he said, technology would make possible a digital compression box “more powerful than any PC,” and will transform the TV set into “an input/output device.” He went on, “The TV remote control will become like a computer mouse. You’ve got to personalize television. If there are five hundred channels, you can’t just give the consumer a scroll. That’s the world of the future.” So the one-word answer to Diller’s question—“What’s going on?”—was “Invention.”

What particularly impressed Diller was that Malone, like Brian Roberts and others in cable, seemed to invest time in thinking and learning about technology. In October, Malone and Roberts and the CableLabs group planned to tour Europe, meeting with such electronic corporate giants as Holland’s Philips N.V. and France’s Thomson S.A., looking at technical advances and exploring possible partnerships. A year before, the same contingent traveled to Japan, where they met with the heads of Sony, Matsushita, Toshiba, and Pioneer.

Malone asked Diller what he was thinking of doing, and Diller said he had narrowed his search to four options: he might buy into cable; he might run a movie company; he might team up with a computer-software company; or he might acquire a television network. They spoke about QVC, and Malone sketched a vision of how technology could customize home shopping, allowing viewers to treat their remote-control devices like personal robots, for ordering merchandise, paying bills, collecting information on airline departures. And, he said, such a system would make a bundle of money. Malone told Diller that he hoped he might join forces with cable.

Diller still had a number of other visits planned, including trips that week to two telephone companies. He came away from those visits convinced that the telephone companies were strong in the laboratory and in cash but weak in one crucial area: although they had a wire reaching into every home, those wires might have to be replaced to carry high-quality video signals. To wire even half the homes in the nation with fiber-optic cable would cost the phone companies perhaps $150 billion and could take fifteen years to complete. And Diller suspected that the phone companies, after years of being operated as government-regulated monopolies, did not have the kind of entrepreneurial culture typified by Malone.

It was hard for Diller to abandon the idea of owning a network like NBC, even though that option seemed less and less attractive. Everything he was learning made it clear that more viewer choices would continue to drain customers from the networks. He believed that viewers no longer needed a network middleman—that technology would enable people to do their own programming. The networks were reliant on a single source of revenue—advertising—at a time when cable enjoyed two sources, ads and subscription fees. He thought that the networks, with about four thousand employees each, were freighted with too much overhead. Yet Diller was tempted. He thought that he could raise the money, and he hoped he could prevail upon General Electric, which owns NBC, to sell it to him for a lot less than the $4 billion GE was reported to want. He had spent too many years fathering TV programs—pioneering made-for-TV movies and the miniseries form for ABC, and promoting shows with an “attitude,” like The Simpsons, on the upstart Fox network—not to believe in himself. Besides, he had a vision of making the network a healthy business again. There was the possibility of a twenty-four-hour worldwide news service, going toe to toe with CNN. There was also the possibility, he thought, of dumping the two-hundred-plus stations that constitute NBC’s distribution system and replacing them with cable affiliates. This would save the $100 million NBC pays to its stations in compensation for carrying network programs. Instead of paying stations, grateful cable affiliates would pay subscription fees to NBC. Thus, NBC—if the federal government allowed it—would no longer be in the free-TV business. And Diller, always a proponent of free TV, would be the architect of its demise. There are NBC executives who have thought about such a revenue-rich plan, but they backed off, fearful that the government would never permit them to use the public airwaves in this way.

Diller had other ideas for NBC. Instead of airing the Nightly News at 6:30 P.M., as is done in most places, he wanted to move the half-hour newscast to 10:00 P.M., and combine local and network news within a half-hour wheel. To do this, Diller says, he would try to induce local stations to give up their lucrative late-night newscasts—in exchange for sharing the more bountiful revenues reaped at 10:00 P.M., when the audiences are larger. Then he would shift The Tonight Show to 10:30 and Late Night with David Letterman to 11:30, swelling network revenues because these shows would now reach more people.

Diller’s conversations with NBC stretched into the fall. Owning a network “would be fun,” Diller said recently. “But, even as I say it, I bore myself. In the end, I thought, it only involves ego.” (NBC executives would later say that Diller’s ego remained inflated; they insist NBC never had serious conversations with him about selling the network.) By the end of the summer, Diller had decided, more or less, where his future lay. He had come to believe that cable had the pole position in the race to control access to the home. Unlike the networks, it had its own distribution system, through its coaxial cable. Unlike the telephone companies, cable companies had wire already in place that could handle the video needs of the near future. It was possible, he knew, that a fourth option—direct-broadcast satellites sending signals to home satellite dishes—would win favor. However, he guessed that this technology was too expensive for consumers and was years away, and in any case, cable operators like Malone had hedged by investing in this technology as well.

The future, Diller concluded, would be “led by the cable systems.” Sixty-three percent of all American homes were already wired for cable. Cable companies could charge for much of their programming, by pay per view, thereby perhaps alleviating government concerns about steep cable prices. In the words of TCI’s chief operating officer, Brendan Clouston, “Cable will go à la carte. You pay for what you watch. Like your phone bill.” And Diller agreed with Brian Roberts that some of that $80 billion in telephone bills could be siphoned off by cable. Finally, Diller came to believe that the cable people treated technology not as an adversary but as an ally. “They’re livelier than most of the competition in their thinking,” Diller says. “Talk to the cable people, as opposed to senior people in the news-gathering business, or at the TV networks, or in the studios. Just line them up, and you find that people in the leadership of cable are students of technology and spend vast amounts of time and capital thinking issues through.”

Diller knew that he could bring several things to the table, starting with a flair for showmanship: only more programming could allow cable not only to fill those five hundred or more channels but also to spruce up the presentation of home shopping, or of information and interractive games. Another asset was Diller’s relationships in Washington, particularly with the incoming Clinton administration. At a time when government would have more say—in whether to impose new strictures on unpopular cable systems that in recent years had raised rates twice as fast as inflation, in regulating how the Baby Bells would participate in the video-information-and-entertainment business, in whether to lift regulations inhibiting networks from plunging into the production and syndication business, in whether to invest in and own the fiber-optic cables—the cable industry needed political friends. “We bet on Bush,” Brendan Clouston would later say. “We lost.”

By the end of the summer, Diller and Brian Roberts had spoken so frequently that they had become friends. Roberts proposed that Diller should become cable’s programmer. But Diller wasn’t interested in being in the service business; he wanted ownership. The cost of buying a cable system was too high. If Comcast was serious about Diller, Roberts realized late in August, he would have to give up some ownership to make him a partner. But in what?

Diller had arranged to be in Philadelphia, where Comcast has its headquarters, on September 28, and to meet with Brian and Ralph Roberts. They spent the entire morning in a suite at the Four Seasons Hotel, looking for an idea they could all agree on. At one point, Diller mentioned his two visits to QVC, noting what an incredible operation it was. He said that he was thinking of producing an on-air segment for Diane Von Furstenberg’s Silk Assets. Brian Roberts pointed out that QVC had an operating cash flow of $130 million in 1991 and was nearly debt free. He said that each cable operator received 5 percent of QVC’s sales in its territory, which gave the operators an incentive to promote QVC and open more channels for it. Diller perked up.

For the remainder of the morning, the three men spoke of nothing but QVC. An idea popped into Ralph Roberts’s head—how to make Diller a partner—and he sketched it out. He recounted how, five years earlier, he had helped the entrepreneur Joseph M. Segel start QVC. Segel had launched eighteen businesses, he said, and he enjoyed start-up situations. Now Segel was hoping to leave QVC at the end of the year. “There’s an opportunity, if it is something of interest,” Ralph Roberts remembers telling Diller. QVC, he thought, might be the means by which to marry Diller not just to home shopping but also to the cable industry’s appetite for more programming. John Malone was already a part owner, and if Comcast and Malone were allied, as they usually were, they controlled a majority of the stock. Brian Roberts pointed out as an added feature that much of the cable industry had a piece of QVC, for in order to get home shopping launched on their systems most of the other cable companies had been offered stock in QVC. And there was always the prospect that QVC’s main competitor, the Home Shopping Network, which Malone would soon own part of, could be merged with QVC.

“That was it,” Diller recalled later. “After that meeting, I thought I was really onto something. Once I left that day, I thought it would be QVC.”

Diller and the Robertses talked again at the Atlantic City Cable Show, in mid-October. By then, Malone was involved and enthusiastic. It could be a three-way partnership, with QVC as the vehicle for Diller’s programming prowess. “Having a couple of good partners is as good as doing your own thing,” the elder Roberts told Diller. Partners would provide deeper pockets and guarantee distribution of whatever programs or products Diller produced.

Diller made one more visit to QVC, at nine in the morning on Saturday, November 7, for Diane Von Furstenberg’s first sale. Surrounded by her silk clothing, she sat beside the host on a small stage in a large brick cavern. Diller stood behind one of eighty telephone operators there and watched the toll-free calls pour in.

Diller was awed. At one point, he looked up and saw Von Furstenberg chatting with a woman from Brewster, New York. At another point, he looked down and noticed a colored bar on a computer screen surging, to register an increased number of calls. In less than two hours, the computer showed, Von Furstenberg had sold twenty-nine thousand items to nineteen thousand customers, for a total of $1.2 million. “This was the clincher,” Brian Roberts says. “It was the ultimate Nielsen rating. The phones light up. You don’t wait till you come into the office tomorrow to find out how you did.” And Diller says, “It was the closest link I’ve ever seen between action and reaction.”

Diller and Roberts flew to Colorado on a Saturday to spend a day with Malone, and a commitment to pursue a deal was forged between Comcast and Malone’s Liberty Media. The deal ultimately called for Diller to invest $25.2 million to acquire 840,000 shares (roughly 3 percent) of QVC stock; he would also have an option to buy 6 million more shares, at an average price of just over thirty dollars a share. Diller would become the chief executive officer of QVC; when he exercised his options and his partners sold each other shares, he would own a third of the controlling interest in the company. Peter Barton, the CEO of Malone’s Liberty Media, was thrilled. “I think Barry Diller’s going to be punching a hole in the sky,” he said. The lawyers for the three partners were instructed to move quickly.

Diller sees QVC as much more than a shopping network, and so does John Malone. “The shopping business itself can become a big business,” Malone explains. “How big is the shopping-catalogue business? QVC does a billion dollars a year, and it’s just scratching the surface.” He believes QVC can be as huge as Wal-Mart. He makes it clear, however, that home shopping is not the ultimate aim of QVC. “It’s about whatever we can cook up,” he says. “It’s a vehicle. It’s a platform for Barry. We just look at Barry as firepower. We’re delighted that he’s wearing one of our uniforms.”

After the December 9, 1992, announcement, Diller began spending about three days a week on QVC’s corporate campus, in West Chester, Pennsylvania. He has a corner office on the second floor of a two-story red-brick building which faces a ridge of evergreens; they are so close that Diller can see none of the rolling countryside. Along the wall to the left of his desk are nine TV sets. In rural Pennsylvania, Diller is no less concerned with details than he was in Hollywood. He interrupts conversations to pick up his glasses and stare at QVC or the Home Shopping Network. “Why does Home Shopping sell pillows all the time?” he asks. “Maybe we should be selling pillows?” A moment later, he spots a QVC game wheel, much like the one on Wheel of Fortune, and says he intends to get rid of it, because it looks cheap. He often refers to QVC as “them” and says, “They’ve had such explosive growth in their business that they’re reluctant to change.”

Diller wants to persuade QVC to think of itself as more than just a channel. QVC can also be a shopping catalogue, a brand name, like L. L. Bean—a catalogue that Diller can program pictures for. He thinks that QVC’s full shopping potential won’t be tapped until it becomes truly interactive. As Diller envisions it, the customer will say, “I want a raincoat. Instantly! I want an umbrella,” and QVC will figure out which are the cheapest ones, and deliver them to the customer’s door. He predicts, “Three years from now you’ll say, ‘I want shoes.’ You’ll press a button and see yourself in various shoes on the screen.” From their homes, he says, consumers will be able to roam the aisles of Bloomingdale’s; avoid the last-minute Christmas rush by calling up a selection of gifts for the “special person,” choosing one, and having it delivered the next day; find a hotel in the Caribbean, inspect its rooms and amenities on the TV screen, and then press a button to make a reservation.

Diller foresees selling QVC and other packages or services to disparate customers, including Time Warner, which recently unveiled a digital system that it plans to test in Orlando, Florida, this year—a system that Gerald Levin, Time Warner’s chairman, has hailed as “the electronic superhighway of the twenty-first century.” If it is successful, says Peter Price, president of Liberty Cable in New York, which is allied with New York Telephone (not John Malone), this “video dial tone” will allow customers to make their own decisions about what to watch and when.

The direction the video business is taking is toward lessening the power of the middleman. Networks and independent stations are middlemen, in that they schedule programs, which someone else usually owns, on certain days and at certain hours, or give the viewers the news they—not always the viewers—deem important. Consumers watching what they want when they want will gain a sense of participation, of empowerment. To this end, Diller envisions QVC providing viewers with news stories that present more historical sweep and context, and also with instant news. “Information services are something I plan to have a real role in,” he says.

Diller also says that in several years he expects to be “in the storytelling form as well.” He is sure that there will be some interactive element. He is uncertain at the moment whether his entertainment programs will be distributed over QVC channels or sold as packages. “That’s around a dark corner,” he says.

After ten months of peeking around dark corners, Barry Diller chose to enter the cable industry, but he has no illusions that the future of the TV box is clear. If customers want to discard the middleman, will the losers be the networks and pay-per-view cable channels, who mostly rent rather than produce their products, or will they be any channel, including QVC’s? Will AT&T or the other telephone companies make a deal with the studios to bypass both the networks and cable, using the telephone wire as a distribution system? Perhaps talent agencies, which are already exploring this idea with telephone companies, will decide they can sell their talent packages directly to a distributor, thus bypassing the studios as middlemen.

Asked to guess the winners and losers among the seven vying industries, John Malone thinks aloud: “It depends on how you define yourself. If you define yourself as in the transmission business, you lose.… You’ve got to think of yourself as a supplier.” The profits of the TV networks dwindled because each acted to protect a single channel, rather than to own or sell to other channels as well.

How advertising will mesh with this video-on-demand future is also not entirely clear. What is clear is that all parties welcome advertising dollars. While it’s certain that government will establish the rules, it’s uncertain what those rules will be. While it’s known that customers want the freedom to choose, it’s unknown what they will choose.

Surely it’s unknown where technology will lead. Five years ago, the broadcast industry was terrified that it would be decimated by Japanese- and European-produced high-definition television. Playing referee, the Federal Communications Commission stepped in and ordered a time-out so that it could study the matter. Soon after, American engineers discovered digital compression, decimating the European and Japanese companies. Tom Super, who supervises NYNEX’s laboratory in White Plains, New York, takes a visitor on a tour of his facility, displaying an impressive array of the latest interactive and compression technology. Back in his office, he tells the visitor that everything he just saw didn’t exist twelve to fifteen months ago.

The economic and social consequences of the technology revolution are also unclear, of course, and so is the larger philosophical question of whether Diller’s efforts—and those of technology in general—may further weaken our already fragile sense of community. Neil Postman, who has written books describing television as a narcotic, has now written a book about technology, entitled Technopoly: The Surrender of Culture to Technology. Although Postman speaks specifically of computers, he is making a broader point, and it is one that could be extended to QVC:


Now comes the computer, carrying anew the banner of private learning and individual problem-solving. Will the widespread use of computers in the classroom defeat once and for all the claims of communal speech? Will the computer raise egocentrism to the status of a virtue?



In his Waldorf Towers suite, I asked Diller whether by creating narrowcasting channels and catering to individual cravings through video on demand he was further weakening the bonds of community and shared experience that, whatever the many vices of broadcasting, were, at least, a virtue.

“It’s an interesting question, as a question,” Diller says. “We don’t know enough yet. We don’t know yet what ‘good’ is in a more fractionated world of communication. I’m not interested in narrowcasting—that’s not the direction I’m going in. As to what its value will be, later gets to judge.”

POSTSCRIPT:

The situation would change with astonishing speed. A year later, John Malone tried to merge with a telephone company. Two years later, after trying and failing to buy CBS, the kind of television network he had disparaged as a relic, Diller left QVC, much richer but unemployed. By 1996, the computer and the Internet—not the cable-TV box—were proclaimed the new medium for interactivity; the notion that studios or cable programmers or editors were superfluous middlemen seemed downright silly. And Diller, in partnership again with Malone, was offstage, stealthily building a new television network and what he hoped would be a home for interactive communications.
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