
MAnAgeMenT

I understand that at the time you became 
president you hired a best-selling author, 
Patrick lencioni, as a consultant. What was 
that all about?
You probably know Pat by all the books he’s 
written. One book that he’s probably most 
famous for is The Five Dysfunctions of a Team. 
At the time, he was doing consulting work 
with companies around building stronger 
leadership teams. And he came at it from 
a very unique way, about building trust, 
having conflict, being committed, personal 

accountability, achieving results. He was a 
great teacher and facilitator for us. And since 
then, he’s gotten to be pretty well known.

Are there any insights that leoncioni talked 
about that really stick in your mind?
There’s something that shows up in how we 
think about business now – a whole thing 
about trust. For anything to be successful – in 
a relationship or on a team – trust has to exist. 
And we’ve taken that even to our relationship 
with our customers; our relationship with our 

employees; our relationship with each other. 
If you can establish a relationship of trust, you 
can really accomplish a lot of things.

So if you’re around Cox and ask employ-
ees, “What’s the vision here?” you’ll hear 
them talk about being the most trusted 
provider of entertainment and commu-
nications services in America. Because if 
we look back at the success the company’s 
had – go back 10, 12 years ago when we 
launched digital services – it was that com-
mitment to customer service, that founda-

PAT esser IS TAKING COx COMMUNICATIONS IN SOME 
DIRECTIONS THAT OTHER CABLE OPERATORS HAVE OPTED 
AGAINST. AND HE JUST MIGHT MAKE A BUNDLE IN THE PROCESS.
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Pat Esser says he remembers the day when cable 
service came to the small Iowa town where he grew up. 
The excitement he felt at the time clearly had staying 
power, as he’s spent the last 30 years at one of the cable 
industry’s largest and most unique multiple 
system operators, Cox Communications. 

Esser has served as president since 2006, 
but even before then he showed himself 
to be a real “risk taker,” in the view of Char 
Beales, president and CEO of the Cable & 
Telecommunications Association for Marketing, better 
known as CTAM. She notes that Esser was on the senior 
team of Cox executives that decided to take the company 
private in 2005. “Now, he’s investing hundreds of millions 
of dollars in spectrum to offer cell phone service, while 
other cable operators have more recently decided to 
throw their hat in with Clearwire. So Cox is staking out a 
path that’s different than the others,” Beales says.

Clearwire is a WiMax-powered wireless broadband 
service that’s being funded by Sprint Nextel and three 
cable companies: Time Warner Cable, Bright House 
and Comcast Corp., among others. The foursome had 

previously been in cahoots with Cox on a 
mobile phone service called Pivot, which was 
shut down last year due to operational issues. 
Perhaps not so coincidentally, Cox has a new 
partnership with Sprint and will use some of 
the telephone company’s infrastructure when 

it launches its own mobile service this year.
Recently, Esser talked with Janet Stilson, editor of 

The Financial Manager, about why the company has 
taken that go-it-alone mobile-phone strategy. He also 
discussed the benefits of being a private company in a 
shaky economy and how Cox’s on-demand service has 
helped broadcasters increase their viewership. An edited 
transcript follows.
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“I have a huge 
responsibility to the 
23,000 employees 
that come to work 
here everyday.”
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tion of trust, that enabled customers to buy 
different products and services from us oth-
er than video service.

You mention that Cox made a special com-
mitment to customer service many years 
ago. Why wouldn’t a cable company do that 
automatically? 
There’s a cost to creating customer service. 
There’s also a benefit. You have to spend 
money and be committed to the training, 
the infrastructure, the capital dollars, to give 
customers what they want. And they want a 
quality customer service experience.

When we were a public company, we 
were beat up a lot, because our margin was 
always a couple of points lower than others 
in the industry. But we always said, “That 
will pay off as we roll out new products and 
services,” and it has.

so the margin difference was because of 
the attention to customer service?
It was a couple points a year, yes.

We’re in a really shaky economy, right at 
the time that Cox and other major cable 
operators are launching Canoe Ventures, 
which aims to provide advanced advertising 
opportunities across the country. does the 
economy effect the timeline of what Canoe 
is doing?
I hope not. Canoe is really a multi-year, 
thought-out [business focused on where 
the advertising] industry is going and what 
advertisers want. We have this very power-

ful two-way platform. And we can unleash 
it not just for the cable industry but for any 
programmer who rides on our backbone, and 
build a two-way relationship with viewers in 
a way that can really transform the business. 
That, at its core, is what Canoe is all about.

Canoe isn’t about 2009, or 2010. It’s 
about where we take the advertising busi-
ness model going forward.

Can you give us some information about 
Canoe’s timetable?
David Verklin is now out on the road, starting 
to talk about some fundamental products he 

wants to get out in 2009. 
[Verklin, who is Canoe’s CEO, divulged 

in early December that full addressable ad-
vertising – targeting consumers with spe-
cific messages right down to the household 
– probably won’t be available for another 
three years. But during early 2009, Canoe 
will enable advertisers to run different ver-
sions of ads in some 2,700 geographic zones 

across the country.]
He’s got a very smart walk, jog, run men-

tality. And while he’s rolling out products that 
he’s confident we can deliver as we promised 
in ’09, he is building a huge infrastructure in 
the back office that standardizes the industry. 
You may not hear a lot about it, but a lot of 
people are doing a lot of work on it.

Why is it that Cox decided not to invest with 
other cable companies in Clearwire, and 
instead launch your own mobile service?
I can’t speak for the others. For them it was 
probably the right fit. But we looked at where 

we wanted to go competitively and what the 
priorities of the company are, and wireless is 
one of those things. 

We’re positioned with a healthy balance 
sheet; we’re a private company. We’ve pio-
neered products before; we’re very comfort-
able doing that. We’ve done a fair amount 
of research about what our customers want-
ed us to do next. And as we looked at our 

marketplace – there are 10 million homes 
that we pass, and 6 million of those homes 
take products and services from us – it was 
a natural evolution for us.

Isn’t it daunting to consider how highly pen-
etrated the mobile marketplace is right now 
and the number of competitors?
Yeah, it is. But if you add together AT&T 
and Verizon’s wireless revenues today that are 
primarily voice, I think it’s $90 billion. If you 
take that down to the fact that we’re in about 
10% of the country, that’s $9 billion. I just 
want a sliver of that.

“When we were a public company, we were beat up a lot, because our 
margin was always a couple of points lower than others in the industry. 
But we always said, ‘That will pay off’… and it has.”

 esser says that 25% of viewers who watch ABC programming via Cox’s My Primetime 
service said they wouldn’t have seen it if it wasn’t available on demand. he also notes that  
customer service is a huge priority for Cox. educating kids (see image opposite page) is one 
small piece of that.
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Voice is an important part of the service 
offering. But there are a lot of data-rich 
products coming down the line. And we 
can create converged services and integrated 
service experiences across Cox’s platform.

It’s not something you do overnight. And 
you’ve got to go buy spectrum to do it, and 
you’ve got to have partners to do it with, 
and you’ve got to go out and build it, and 
operate it. And we’re prepared to do that.

how much have you spent on spectrum for 
that?
I think it’s a little over $500 million. 

Are you still on a spectrum shopping spree?
We’re on a building spree now. A launch 
spree – if there is such a thing. Now it’s about 
building the back office. We have about 150 
people assembled here in Atlanta on a team 
just focused on getting wireless products and 
services out to identified markets on certain 
timelines. We’ll have a couple of markets up 
and running by the end of 2009.

What are your priorities, beyond mobile?
One is about the importance of standardized 
processes and procedures. We are decentral-
ized. But if you standardize the processes 
and procedures around your company, you 
improve the quality; you improve the consis-
tency, and you become much more efficient. 
We have teams of very seasoned folks working 
on different initiatives to standardize how we 
interface with customers; how we send them 
bills; how we do service calls – up and down 
the list of how we do business with them.

The second area is sales channels. We’ve 
done a lot of research with our customers 
about how they’d like the Web experience 
to work – whether they’re ordering services, 
scheduling appointments, checking their 
account status, paying bills, looking at re-
cords, interfacing with products and servic-
es. And there is a team that has been work-
ing on this for the last year.

The next area [of priority] is around us-
ability, and it’s related specifically to the 
guide, and how we want to have one in-
tuitive interface across our products and 
services. It will begin with the TV and 

will expand into our video on demand 
space. Then it will expand to the Web. It 
will expand to mobile services. It’ll all be 
the same family of interfaces. Hard work, 
but I think it’s important work.

And then the next area of focus is around 
reliability from the customer’s point of view. 
Cable operators tend to think about reliabil-
ity in terms of how well our platform is per-
forming. But we’re trying to take a look at 
it from the customer’s point of view, about 
that service in the home – how the features 
work, that it’s up all the time and they’re 
not dealing with any interruptions. And the 
company has embraced this.

And the last one’s around rolling out new 
features, new products, on a timeline that 
matches our customers’ expectations.

Were you able to launch some of the new 
initiatives more quickly than you might have 
as a publicly traded company?
Jim Kennedy, our chairman, has been an 
incredible shepherd of this business. He has 
always made investments with a long-term 
view, whether we were public or private. 
Being private just takes away the scrutiny of 
the public market that occupies a lot of our 
executives’ time.

If you’re out in this current economy in 
the public market, with the wild swings 
that are going on, I can’t imagine the kind 
of time that’s being spent trying to manage 
shareholder fears. Being private allows you 
the ability to stay focused, and some flex-
ibility that the public market doesn’t allow.

do you expect the cable industry will ride 
out this difficult economic period quite well, 
or do you think there will be some increase in 
churn? [Churn is the rate at which subscrib-
ers disconnect cable or satellite service.]
There has to be some increase in churn. It’s 
just a reality of the consumer market. But our 
products and services as a whole, I think will 
hold up very well. I realize it’s clearly a tighter 
time for families, and we may lose some things 
around the edges, but they still value our prod-
ucts. We’re still the best value in the market.

do you think there will come a point in time 
when people get so much content through 
their computer that they decide they don’t 
need cable television?
If they do, then I’ll distribute their video to 
them over their computer.

esTABlIshed: 1962 

BeCAMe PuBlIC COMPAnY: 1964

WenT PrIVATe: 2004

OWned BY: Cox Enterprises

eMPlOYees: About 23,000

BAsIC CABle-TV suBsCrIBers: 
More than 5 million

WIrelIne PhOne suBsCrIBers:  
More than 2 million

BrOAdBAnd suBsCrIBers:  
More than 3 million

CusTOMers WITh TWO Or 
MOre serVICes: 64% 

CusTOMers WITh All Three serVICes: 33% 

TOP FIVe MArKeTs serVed: Arizona,  
San Diego, Oklahoma City/Tulsa, New 
England (Rhode Island & Connecticut), 
Hampton Roads, Va.

AVerAge FrequenCY: Most systems 
upgraded to 1 GHz

nO. OF MArKeTs WITh 
sWITChed dIgITAl VIdeO: 3 

AVerAge nO. OF hIgh-deF ChAnnels: 53
sOurCe: Cox Communications. Note: Subscriber 
numbers include both residential and business 
customers.

AT&T and Verizon make about $90 billion from mobile phone  
service. “We’re in about 10% of the country, that’s $9 billion. I just 
want a sliver of that.”

AT A glAnCe
Cox Communications
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Because they get so much content for free 
on the Web, aren’t you in danger of losing 
that revenue stream?

You read those stories all the time. I guess 
what I would tell you to do is look at what 
you’re watching on TV; look at what per-
centage of that you can get on the Web 
today; think about that business model 

moving forward. And if it becomes a high 
enough percentage – it sounds like I’m be-
ing flippant and I don’t mean to be – but if 
delivering video to you at your PC is where 
you want it delivered, I don’t know any-
one who can aggregate it better and deliver 
it with higher quality than I can. And I’m 
willing to do that. 

There’s always going to be lighter TV 
viewers who get their entertainment 
through different sources, and that’s healthy 
too, because you have to have a broadband 
Internet connection.

You were just named vice chairman of the 
nCTA [national Cable & Telecommunica-
tions Association]. What do you consider to 
be the biggest challenges for that organiza-
tion moving forward?
It’s really the same as always, although we’re go-
ing into a year with a lot of change ahead of us. 
It’s making sure that the folks in Washington, 

whether they be lawmakers or public policy 
leaders, understand our story, and that they 
appreciate what we’ve done. The cable industry 
has invested billions and billions of dollars – not 
public dollars, private dollars – to build the 
networks we built. And we generate a lot of tax 
dollars; we generate a lot of jobs; we’re an im-
portant part of the economy. And we have really 

brought a digital revolution to this country. 
I don’t think broadband would be nearly 

as successful if it wasn’t for the cable indus-
try. I’m a little biased.

[laughs] I got that.
I’m the little kid that stood in front of my 
house in a small town in Iowa and was excited 
that cable television was coming to my neigh-
borhood. I don’t ever forget that day. 

You’ve seen an incredible evolution of the 
business.
Sometimes I think it’s a revolution. I look at 
our company and go back seven years ago, 
when almost 80% of our revenue was video 
revenue. Today video revenue is dwarfed by 
high-speed Internet and Cox Business rev-
enues. Cox Business [which provides services 
to companies] will be a $1 billion business to 
us in 2010. The advertising business is about 
8 or 9% of our revenue. It’s just amazing to 

me how diversified the industry is.

Tell me about you’re My Primetime free on 
demand service.
My Primetime is where we take primetime 
ABC television product and some product 
from ESPN. And we put it on for two weeks 
following the primetime airings on the broad-

cast network in the market. 
It’s not the most popular. But it’s one of 

those evolutionary steps that’s pretty incred-
ible. One of the takeaways is that 25% of 
the people who watch that video stream, 
that stored ABC product, tell us that they 
wouldn’t have watched it if it wasn’t on vid-
eo on demand. So we have increased the 
viewership of broadcast TV product with 
on-demand capability. In November there 
were about 15 to17 million streams. A lot 
of customers use on demand. 

Where do you stand with switched digital 
video. Are you rolling it out?

Yeah. We have it rolled out right now in 
northern Virginia, and we have two other 
market trials going on right now. Over the 
next three to four years we’ll continue to use 
it as a technology strategy to more efficient-
ly use our bandwidth. 

What are you using the extra capacity for? 
Primarily high-definition programming?
Yes. The average Cox market today has 53 
channels of high-def. And in ’09, that num-
ber will be dramatically larger. 

What was the most important thing that you 
learned from your predecessor, Jim rob-
bins? [robbins was president and CeO of 
Cox Communications for two decades.]

On my wall, I keep a picture of Jim in his 
very early days. He was at a leadership meet-
ing, and there were about a hundred people 
standing behind him. If you walk in my of-
fice, you can’t miss it. It’s right in front of 
you. I keep that there because one of the 
things Jim taught me was that while I have a 
huge responsibility to the Cox family, in run-
ning this asset, I also have a huge responsi-
bility to the 23,000 employees that come to 
work here everyday. Jim never forgot that.

Cox’s 1 ghz infrastructure allows it to offer an average of 53 high-definition channels per 
system. And it will increase the number as  switched digital video becomes available in an 
increasing number of systems.

During the economic turmoil, “there has to be some increase in churn ... 
But our products and services as a whole, I think, will hold up very well.”


