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What Is …

SWelcom?



Net sales M€ 446 
EBIT M€ 59

• Newspaper  publishing 
and printing 

Sanoma 

Net sales M€ 123 
EBIT M€ 10

• Commercial TV
• Cable TV and 

broadband

Net sales M€ 636
EBIT M€ 51
 
• Press distribution
• Kiosk operations
• Bookstores
• Movie theatres

Rautakirja

Net sales M€ 1,182 
EBIT M€ 129

• Magazine publishing
• Online operations 
• Magazine distribution

Sanoma 
Magazines 

Net sales M€ 2,622
EBIT M€ 301
Personnel 16,885
Personnel on average (full time equivalent)

Net sales M€ 294 
EBIT M€ 56

• Educational
publishing

• Publishing
• Printing

SWelcom Is The Electronic Media Division Of

SanomaWSOY Group

WSOY

2005 Figures



SWelcom’s Three Business Units

Nelonen:
Commercial Television & Radio

Welho:
Cable 
Communications

2ndhead:
Digital Media Solutions

http://www.welho.fi/


The Key Driver In The Media Industry Is …

Digitalization



Media Content Has Become Digital

• text

• still images

• sound

• living images

Content has become easier to store,
find, copy, manipulate and transport

abcd…wxyz
abcd…wxyz

http://www.intcon.net/~songbird/music/music24.gif


Consumer Devices Have Become Digital

• PCs

• cameras

• game consoles

• phones, PDAs

• music players

• TV-sets
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Digitalization Is Of Clear Value, Because …

Digital Devices Are …

Remote control,
which is easy
to find

… and even larger

friendlier to use

Programmable
remote control
with macros

portable

Digital TV
receiver for
a desktop or
laptop PC

multipurpose

Phone, digital
TV receiver, 
camera, camcorder,
media player, 
internet browser, …

smaller

MP3 player
capable of
storing thousands
of tracks

larger

65 inch flat
high definition
TV-set

http://www.verkkokauppa.com/productimages/orig/27312_01.jpg


Networks Have Become Digital

• fixed networks (DSL, cable, …)

• wireless networks (WLAN, WiMAX, …)

• mobile networks

• television networks (DVB-x, DVM-H, …)

Digital networks can transport
digital content easily and fast

http://www.intercom.co.jp/adsl/images/logo.gif


So, We Are Experiencing … 

A Growing Number Of Media Platforms

1940 2010

Radio
TV(b/w) 
Radio

Teletext
TV (b/w)
Radio

NMT
Teletext 
TV (colour)
Radio

Game
  consoles
Internet
DVB
GSM
Teletext 
TV (colour)
Radio

MP3
P2P
UMTS
WLAN
Google
Game
  consoles
Internet
DVB
GSM
Teletext 
TV (colour)
Radio

4G
WiMAX
IPTV
Visual radio
DVB-H
MP3, POD
P2P
UMTS
WLAN
Google
Game
  consoles
Internet
DVB
GSM
Teletext 
TV (colour)
Radio



… And …

A Growing Number Of Media Devices

1940 2010
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Telephony

Fixed

networks

Wireless

networks

Digitalization Is Leading To…
Integration Of Platforms And Devices

InternetTelevision

Television

networks

Mobile

networks
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Future Multimedia Structure

Terminal 
layer

PC TV PDA Mobile

Transport 
layer

 Cable   DSL Mobile  Wireless

Control 
layer

Customership
to services,
not to networks 
or platforms?!

Service
layer

Voice   Text   Video   Internet   Presence   TV   RadioVoice   Text   Video   Internet   Presence   TV   Radio
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So …

How does this effect
the media business?



Digitalization Has A Growing Impact On …

The Value Chain Of Electronic Media

      content         packaging         marketing         distribution
      customer
     devices

        customer

Digitalization
of platforms

Digitalization
of devices

Digitalization
of content



Example Of Impacts Of Digitalization: Music

Splitting Of Value Chains

      content         packaging         marketing         distribution
      customer
     devices

        customer
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Example Of Impacts Of Digitalization: Music

Vertical Integration Within Value Chain

      content         packaging         marketing         distribution
      customer
     devices

        customer



Example Of Impacts Of Digitalization: Music

Horizontal Integration From Other Media

      content         packaging         marketing         distribution
      customer
     devices

        customer



Example Of Impacts Of Digitalization: Music

Totally New Players; Like Apple

      content         packaging         marketing         distribution
      customer
     devices

        customer



The Music Delivery Competition
Who Delivers Music In The Future?

      content         packaging         marketing         distribution
      customer
     devices

        customer

Consumer himself

Device manufacturer

Access provider

Content aggregator

http://www.welho.fi/


So …

Will television content 
follow music?



Characteristics Of TV Content

• Music recordings are mostly products of their 
own produced to be distributed directly to 
consumers globally at the same time

• TV content - to start with – is many different  
things, like e.g.:

Movies Sports TV Series News



Characteristics Of TV Content

Sports

News

• Produced especially for TV channels; (so far) 
not an independent consumer product 

• High production costs, limited earnings 
possibilities (advertising limitations, other news 
content freely available)

• A lucrative (add-on) on-demand service for TV 
stations in IP networks (broadband, mobile)

• At its best live!
• Broadcasting then offers a cost effective mass 

distribution to a large audience for advertising 
and/or pay-tv purposes

• A lucrative streaming service for smaller viewer 
groups in IP networks (broadband, mobile)



Characteristics Of TV Content

Movies

TV Series

• Produced especially for TV channels; (so far) 
not an independent consumer product

• High production costs; need to build consumer 
awareness (promotion) to maximize viewing 

• Additional revenues from off-line media (DVD) 
and on-demand services (preview, catch-up, 
…)

• Produced originally for cinema distribution; now 
most revenues come from off-line media (DVD)

• Distribution in IP networks is a threat mostly to 
cinema, off-line distribution and (linear) pay-tv

• Movies will probably retain their value as free TV 
content because of the late exhibition window



1 2 3 4 5 6

20%

40%

60%

80%

100%

Typical Movie Revenue Stream
For A $350 Million Production

Domestic theatrical

Foreign theatrical
Pay per view

World wide
 home video

Pay-TV

Network TV
Foreign TV

Syndication
Other

Years

Free TV is
practically outside
the “battle field” 

The hardest pressure
against the present

value chain structures
is obviously here



However …

Television business will
definitely change, too!



Telephony

Fixed

networks

Wireless

networks

New Television Platforms
InternetTelevision

Television

networks

Mobile

networks
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Video Distribution Over IP Networks

• Practically four different methods:
• “File Streaming”
• “File Downloading”
• “Live Streaming”
• “IPTV”

• A classification is relevant, because the different 
methods have an impact on 
different parts of different value chains



(Present) Capacity Requirements
Of Live “Broadcast Quality” TV Pictures

  ~8 Mbps / channel~2,5 Mbps / channelMPEG4 Packaging

~15 Mbps / channel~5,0 Mbps / channelMPEG2 Packaging

High DefinitionStandard Definition

HDTV 16:9SDTV 4:3



Capacity Available In ADSL Networks
For Live Broadcast Quality TV Pictures

MPEG4, HDTV (<2,5km)

MPEG2, HDTV (<2km)

MPEG2, SDTV (<3km)

MPEG4, SDTV (<3,5km)
Typical
average
in urban
Finland



File Streaming
Viewing While Downloading A Single Video

IP network

Video server

Movie

Viewing while
downloading

Request

http://www.ixbt.com/comm/server/ism1/server.jpg


File Streaming

• A real “video on demand” service
• Picture quality (and size) depends on:

• the speed of the users broadband connection
• the load of the broadband operators network and
• the load of the content providers servers

• Broadcast quality requires a speed of 2,5…5 Mbit/s; 
2.000 – 4.000 simultaneous users eat up a 10 Gbit/s 
trunk line

• Technically and contractually available to all content 
providers independent of network operators



File Streaming Example
SF Anytime (Movies on demand)



File Streaming Example
Nelonen Funny Home Video Site



File Downloading
Downloading (And Storing) A Video For Later Use

IP network

Movie

Video server

Storing
  Request

http://www.ixbt.com/comm/server/ism1/server.jpg


File Downloading

• Corresponds to VHS or DVD purchase (without 
physical transportation) and downloading of music

• Rights management challenges
• Download time for e.g. a 2 hour movie can be:

• 1,5…2 days over a low quality 256 kbit/s line (MPEG2)
• 10 hours over a rigid 1 Mbit/s line (MPEG2)
• 5 hours over a rigid 1 Mbit/s line (MPEG4)
• 3 minutes over future 100 Mbit/s lines (MPEG4)

• Technically and contractually available to all content 
providers independent of network operators



Solving Network Capacity Problems

Peer-to-peer Networking

IP network

Movie

Video server

Previous customer,
who has the movie

http://www.ixbt.com/comm/server/ism1/server.jpg


File Downloading Example
CinemaNow



File Downloading Example 
Rights Management Is An Inportant Issue!



File Downloading Example 
Exhibition Rights Are (So Far) Local!



Live Streaming
Connecting Your PC or TV To A Linear Feed

IP network

Video server

Linear
Channel

Viewing while
downloading

http://www.ixbt.com/comm/server/ism1/server.jpg


Live Streaming

• Corresponds to watching linear TV (but over an
IP network instead of terrestrial, satellite or cable)

• Picture quality (and size) depends on:
• the speed of the users broadband connection
• the load of the broadband operators network and
• the load of the content providers servers

• Broadcast quality requires a speed of 2,5…5 Mbit/s; 
2.000 – 4.000 simultaneous users eat up a 10 Gbit/s 
trunk line

• Contractually available to all content providers
• Distribution is paid by the consumer!



Live Streaming Example
TV7 (TV Channel)



Live Streaming Example
Canal+ (Live Ice Hockey)



IPTV
Cable TV Over IP Network

IP network

Video servers

1-2 channels at a time
over a 6-8 Mbps

broadband connection
The remote control
communicates with

the network 

TV channels

http://www.ixbt.com/comm/server/ism1/server.jpg


IPTV

• Corresponds to cable television (but using an IP 
network instead of a cable TV network)

• “Multicasting” technology enables a fixed load to the 
trunk network independent of the number of users

• Easy to include video-on-demand services because 
of interactivity

• Not possible to start without a (deep) contractual 
relationship with the operator of a network

• Also cable TV operators like Welho will use IPTV 
technology to introduce video-on-demand services 



Cable TV vs. IPTV

“Unlimited” number
of independent receivers

Twisted pair
5-10 Mbps

1(-2) receivers per connection
(or more with identical pictures) 

1(-2) channels
at a time

Coaxial cable
1,5-2 Gbps

All channels (250+)

IPTV

Cable
TV

~20 €
/month

(Price difference
between e.g.

6 Mbps and 1 Mbps)

~30-40 €
/year

(Basic fee)

Optical fiber

Optical fiber

All TV channels

All TV channels

Closest
node

(DSLAM)

Closest
node

(amplifier)

“Tuner”



IPTV Example
Maxinetti



IPTV Example
Maxinetti On Demand Services



IPTV Example
Welho PC-TV

• With Welho PC-TV 
you can watch TV 
with a PC

• The service is first 
aimed at companies 
and institutions with 
a LAN 



A “Curiosity”: Slingbox
“Take Your TV With You”

IP network

Your TV
signal provider

View your own TV channels
through an IP network 

wherever you are

http://www.amazon.com/gp/product/images/B000AMLXHW/ref=dp_image_0/102-6654737-1870518?%5Fencoding=UTF8&n=172282&s=electronics


Versions Of Mobile TV

• The TV signal is received from a digital 
terrestrial TV transmission

• Requires a transmission network of its own
• The TV signal reception does not load the 

mobile telephone network

DVB-H 3G
• The TV signal is transported through the 3G 

network
• Does not require a separate transmission 

network
• The TV picture is transported separately to 

each device, which loads the network heavily

Best for ”linear broadcasting”? Best for (occasional) on demand? 



So, TV Can Now Be Watched …
 

… traditionally
“over the air”

with TV sets …



So, TV Can Now Be Watched …

… but also
over the Internet with

e.g. personal computers …



So, TV Can Now Be Watched …
 

… and with mobile
devices over

mobile networks.



… And The Viewing Can Be …

… “linear” (according to a 
program chart), …

… or forward “time shifted”
by the user

(with a VCR or PVR) …

… “on-demand” as 
provided by the operator ...



Time Shifting Example 

ABC ”Catch-up TV”

• Free episodes of 
the previous day’s 
premium TV series

• Advertising slots 
with different 
advertising 

• With PAUSE and 
REWIND, but not 
FAST FORWARD

• Not accessible to 
users from outside 
the US  



Time Shifting Example
Time Warner “Start Over”

• Possibility to start 
the current TV 
show from the 
beginning

• With PAUSE and 
REWIND, but not 
FAST FORWARD



Time Shifting Example
Nelonen’s Netti-TV

• Includes mainly 
earlier episodes of 
Nelonen’s domestic 
programs …

• …but also previews 
of some series (e.g. 
The Dudesons and 
Pelinaiset)

• Both “preview” and 
“catch-up” features 
will be introduced 
for Nelonen’s new 
channel JIM



+ flexibility for viewer
+ large offering
+ away from “home”
- capacity demand
- copyright challenges
- more pc based

- no return path
- same signal to all
- NOT FEASIBLE

O
n

 D
e

m
a

n
d

+ cost effective reach
+ mass audiences
+ picture quality
- fixed offering
- late movie window

L
in

e
a

r

Broadcasting
(Terrestrial, Satellite)

+ user paid distribution
+ away from “home”
- fixed offering
- capacity limitations
- more pc based

On-line
(Broadband, Mobile)

Advantages and disadvantages
of different distribution methods

So, Are We Going To Watch …
Anything, Anytime, Anywhere?



+ flexibility for viewer
+ large offering
+ picture quality
- reach
- copyright challenges

+ cost effective
+ picture quality
- reach
- fixed offering
- late movie window

Cable
”Double Play”

- no return path
- same signal to all
- NOT FEASIBLE

O
n

 D
e

m
a

n
d

+ cost effective reach
+ mass audiences
+ picture quality
- fixed offering
- late movie window

L
in

e
a

r

Broadcasting
(Terrestrial, Satellite)

+ flexibility for viewer
+ large offering
+ away from “home”
- capacity demand
- copyright challenges
- more pc based

+ user paid distribution
+ away from “home”
- fixed offering
- capacity limitations
- more pc based

On-line
(Broadband, Mobile)

Advantages and disadvantages
of different distribution methods

So, Are We Going To Watch … 
Anything, Anytime, Anywhere?



Conclusions

• Pure TV content for mass audiences stay mainly on linear TV on 
terrestrial, cable and satellite networks (cost effective, high quality, 
high capacity, high reach, prime time)

• Non-exclusive TV content (e.g. movies) and niche TV content move 
towards on-line distribution (open networks, customer paid distribution) 
and on-demand

• Broadcasters seek additional revenues for TV-exclusive content (news, 
series, …) from on-line distribution (preview, catch-up, on-demand, …)

• Broadcasters make their library as well as recent content available also  
through new distributors (content aggregators, access providers, device 
manufacturers,…)

• So, for the TV industry on-line seems to be a question of ”in 
addition to” rather than ”instead of”!



      content         packaging         marketing         distribution
      customer
     devices

        customer

Who Will Deliver Video Content?

content providers

device manufacturers

access providers

content aggregators

broadcasters

http://www.welho.fi/
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      content         packaging         marketing         distribution
      customer
     devices

        customer

The Scale And Scope Are Difficult To Estimate, But …

The Value Chains Will Change

• The economic values in the value chain will change 

• The value chains will split 
• There will be vertical integration
• There will be horizontal integration
• There will be new players

€ €€ €

€ € € €



      content         packaging         marketing         distribution
      customer
     devices

        customer

The Scale And Scope Are Difficult To Estimate, But …

The Value Chains Will Change

• The market shares in the value chain will change
• The economic values in the value chain will change 

• The value chains will split 
• There will be vertical integration
• There will be horizontal integration
• There will be new players



Conclusions

• Pure TV content for mass audiences stay mainly on linear TV on 
terrestrial, cable and satellite networks (cost effective, high quality, 
high capacity, high reach, prime time)

• Non-exclusive TV content (e.g. movies) and niche TV content move 
towards on-line distribution (open networks, customer paid distribution) 
and on-demand

• Broadcasters seek additional revenues for TV-exclusive content (news, 
series, …) from on-line distribution (preview, catch-up, on-demand, …)

• Broadcasters make their library as well as recent content available also  
through new distributors (content aggregators, access providers, device 
manufacturers,…)

• So, for the TV industry on-line seems to be a question of ”in addition to” 
rather than ”instead of”!

• Traditional distributors of TV content will face more competition 
and the value of single distribution systems will diminish  



      content         packaging         marketing         distribution
      customer
     devices

        customer

So, The Final Conclusion Is That …

Content Is Still The King!

        customer

Its Just That Now – With All The Choices Available …

The Customer Has Become ”The God”



Electronic 
Entertaining 

Experiences For 
People To Enjoy

SWelcom’s Mission


