
FORECASTING THE FUTURE

Can anyone predict technology's pathways and
their consequences for society?
By Michael Tiger, Senior Policy Advisor, International Telecommunications Policy,
Industry Canada, Ottawa (1)

Personal observations on an issue that permeated the lie Kuala Lumpur
annual conference - how to deal with the future. See www.iicom.org.

The 37th annual conference of the IIC,
held in Kuala Lumpur, Malaysia, this

past September 18 and 19 was remarka-
ble in the diversity of its participants and in
the issues it addressed. It was reminiscent
of the "raison d'etre" for the creation of the
lie in the late 1960s, i.e., to explore the
uncharted communications seas which lay
ahead with potential for shipwrecks on the
revolutionary technologies of cross-border
satellite communications and cable televi-
sion that would allow for a multiplicity of
channels and voices, including unfiltered
foreign channels and languages.

Only now, the technologies and the
options are of far greater diversity and
complexity and, once decisions are taken,
they bear far greater risk and rewards for
those who engage and invest in these
fields. This caveat applies to the private
and public sectors, to corporations, gov-
ernments, academia and individuals.

The stakes are high for all. On the equip-
ment vendor side, companies which don't
select and invest in the "right" technology
and apply appropriate business models
fall from grace rather quickly. On the net-
work operator side, companies which don't
adapt can - and will- be gobbled up or
disappear. Lucent Technologies and the
former WorldCom are but two US exam-
ples.

In the UK, Telefonica acquired the mobile
operator, 02 pic for US$31.6 billion in
October 2005 as part of its international
expansion. Four months later, in Feb.

www.iicom.org

2006, Vodafone wrote-off US $49.1 bil-
lion (£28 billion) in goodwill mainly relating
to its earlier purchase of Mannesmann
in Germany. The write-off by this single
company represents an amount far greater
than the annual gross domestic product
of many developing countries. For exam-
ple, in 2004, Cote d'ivoire had a GOP of
US$15.5 billion, Ghana $8.8b, Haiti $3.5b,
Albania $7.4b and Romania $75.4b.

VolP

Voice over Internet Protocol (VoIP) is
changing the basic telecommunications
business model - Skype is just one of
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many business entities that is challenging
established telecom operators as it rapidly
forces a change to the pricing structure
of the entire sector. All network operators
are engaged in major investments and are
restructuring their networks so as to incor-
porate Internet Protocol design as they
move to the converged, IP-based edge
and core networks of the future.

The consolidation of network operators
has been gaining pace in the USA, Europe
and elsewhere. Vodafone Japan was sold
to Softbank for approximately 13 billion
Euros and this was one of the smaller vis-
ible acquisitions. Is there a future for tradi-
tional telephony? Not likely, especially in a
world which, in 2005, had over 700 million
PCs many of which are interconnected
and which have become the source for
widespread consumer demands for new
services and applications.

Network consolidation has spread to
equipment vendors. Today, the three
major world-scale equipment vendors
are Alcate!/Lucent, Ericsson/Marconi and
Nokia/Siemens each of which had annual
sales in 2005 in excess of 15 billion Euros.
The next five vendors are Nortel (6.7b E),
Cisco (5.1b), NEC (4.6b), Motorola (4.6b)
and Huawei (3.6b). Further consolidation
is likely. (A)

In industrialized countries, companies
have to adapt and align themselves with
future market demands or they will not
survive. Users are beginning to demand

smart devices that provide all communica-
tions capabilities (voice, messaging, data,
and video) in an open and cost-effective
manner. They will want a choice between
fixed access (the current hard-wire, incum-
bent telephone operators) and mobile
access or both modes of access 24/7. But
these demanding users will be agnostic as
to whether or not their service provider is
their former telephone company, such as
France Telecom or Bell Canada, a cable
company, an ISP, a mobile reseller, such
as Virgin Mobile, or a cellular company,
such as Vodafone.

Quadruple play

More importantly, most consumers will look
for a service provider that offers plain old
reliable telephone services and, in addi-
tion, many of the new content services,
including mobile services, entertainment
(video and TV), games, music downloads,
shopping, banking and, most likely, office
applications.

Today, the combination of services being
offered by communications companies is
referred to as a double, triple or quadruple
play (i.e., voice, cellular, cable television
and Internet - preferably a broadband con-
nection). Those that are unable to offer
such packages are re-examining their
business models and, by implication, their
future.

Five years ago, very few people would
have predicted the most popular uses

Your network is bigger than you think.
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of Internet communications networks
of today, as most would have identified
continued growth in email and Internet
access as the most important uses. At
the lie conference, Jean Paul Simon, VP
International Regulatory Strategy, France
Telecom, referred to the most popular new
uses as "E-ruptive trends" , i.e. emerging
trends with great disruptive potential" (81).

These were: search engines, blogs, pod-
casting, P2P, EBay, VolP, games, Wifi
sharing (the FON phenomenon), web-
based social networking, taste sharing,
collaborative content (Wikipedia) and RSS
(the file format for news aggregators).

Point-to-point or P2P is the fastest growing
distribution protocol ever and represents
close to 60% of Internet traffic. Moreo-
ver, there are an estimated 50 million
blogs, with 80,000 created daily. In the
area of collaborative content, Korea's
"OhmyNews", a media venture with over
2 million readers daily, derives most of
its content from 41,000 citizen reporters.
Podcasting is growing rapidly: iTunes sold
1 billion songs in just 2 years. (B2).

Social networking

However, the most significant driver of
fundamental social change is likely to
be the new forms of "social networking".
These include: community websites (e.g.,
MySpace with over 57 million users);
social bookmarking (e.g., del.icio.us);
experience-sharing sites with videos and
photos (e.g., YouTube and Flickr); busi-
ness connections (e.g., Linkedin); and
numerous dating services.

Many of these web-based communities
are dominated by the teenage market
which will challenge established telecom
operators. Their rapid growth is forcing
mature enterprises to create new, respon-
sive and innovative businesses.

As many of these new applications involve
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video or media, they also present a chal-
lenge to national regulators and govern-
ment policy-makers. These applications
utilise very fast moving business models
and technologies.

For most governments, the challenge is to
create an appropriate regulatory context,
most likely a non-regulated environment,
which emphasizes competition rather than
regulation. A traditional regulatory model
is unlikely to allow companies to respond
to rapidly-shifting user patterns.

Governments and regulators will have to
decide if there are any benefits to having
national players and, if there are, then they
may wish to consider appropriate incen-
tives to encourage investment in the future
service providers and new networks.

Many governments may decide to leave
this sector entirely to the market, particu-
larly in developed economies which have
mature players in many different seg-
ments.

The rationale is that governments are
unlikely to be able to select "winners" and
are generally uncomfortable trying to do
so. The risk, in today's world, of selecting
the wrong technology can have serious
economic consequences for the nation, let
alone for a company.

(to next page)
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Policy directions

What does this signify for policy-makers?
In essence, governments and the private
sector must continue to review the old
rules and assumptions for the communica-
tions sectors, which were based on distinct
industry and regulatory structures, and do
so on a more frequent basis. In telecoms,
the assumptions included scarcity, natural
monopoly or regulated oligopolies (such as
a national and an international telecommu-
nications carrier) and with evident barriers
to entry (licences, high investment costs).

Governments saw their role as the protec-
tion of consumers (including business con-
sumers) from monopoly and the promotion
of universal service as a national benefit.
In the broadcasting world, most govern-
ments sought to ensure a national voice
or presence and the encouragement of
a range of social goals, including cultural
and linguistic promotion and some diver-
sity of content in a world where spectrum
was scarce. (0)

Many of these "good governance"
assumptions no longer apply, especially
with the advent of Everything over IP

(EoIP). Today, the communications pipe-
line has been moving from narrowband to
broadband, from scarcity to abundance,
from service silos to multi-purpose con-
verged networks and services.

For the past few years, regulators and
governments have been challenged by
what to do about the incumbent telephone
company, whether to treat VolP as a basic
telecoms service or not, whether to regu-
late IPTV as broadcast TV, whether to
consider regulating some of the services
provided over the Internet or not, and how
to deal with new approaches to spectrum
use, including auctions of spectrum and its
re-allocation to other uses. (0)

Developing countries

Governments in developing countries,
which do not possess the same economic
and technical depth as developed coun-
tries, will be hard pressed to emulate the
decisions taken by the wealthier and more
experienced developed countries. They
will have to adapt too - or risk being left
behind - but their pace of change is likely
to be slower commencing with their lesser
investment capacities.

Steven Chen and Chad Hurley, happy founders of You Tube: $1.65 billion from Google
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Over the long term, and if they wait too
long, they are likely to limit their potential,
especially if tied to legacy technologies.
They face a much more difficult decision-
tree than developed economies which
have room and financial support for partial
failures.

In the developed or industrialized world
with strong market economies, the funda-
mental issue is likely to be the application
of competition policy to a much larger, con-
verged communications sector. Govern-
ments will have to review their measures,
definitions and concepts of competition
as applied to the communications sector
if they are to apply competition principles
that accommodate these technologies.
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to empower consumers. Intellectual prop-
erty will remain an important element but
its focus will be to encourage or reward
innovation.

Governments will continue to act as
catalysts for selected new technologies
and as facilitators. On the broadcasting
side, strong concerns will remain over
national content and social mores, but it
will become much more difficult to impose
national content rules or guidelines, espe-
cially in democratic states.

However, the general social and economic
goals of governments will not change; only
the means for attaining these goals will
change in the communications sectors. (D)

In addition, given the clear spill-over of
convergence of infrastructures and content
into cultural issues and to basic demo-
cratic rights such as unfettered access to
communications and freedom of speech,
governments will want to ensure a truly
competitive context or impose some alter-
native oversight mechanism.

Diversified control over communications
outlets in individual communities, cities,
regions and at the national level is, and
should be, a national concern. The new
networked world with its global reach
raises the need to re-examine the meaning
of the established concepts of "localism",
diversity and pluralism, as well as the con-
cept of market failure. (D)

Competition analysis

Overall, the policy agenda for the con-
verged communications world will focus
less on the traditional beacons of regula-
tion, such as entry, pricing and rates of
return, and more on competition analysis
and enforcement. It's likely to have addi-
tional or different consumer protection
goals (e.g. to move from monopoly abuse
to abuses such as spam and ID theft) and

www.iicom.org

The example of Malaysia

Malaysia was an excellent choice for the
conference as it is a rapidly developing
country which has placed considerable
emphasis on the information and com-
munications sectors as part of its strategic
plan, known as Vision 2020. These sec-
tors are critical to Malaysia's goal of trans-
forming its economy and its society.

Malaysia's five year cycle of economic
plans includes the telecommunications
sector which now operates under intense
competition. In addition, Malaysia has cre-
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ated a Multimedia Super Corridor (MSC) to
encourage and attract investment in these
sectors; at this stage, the corridor is 15 by
50 kms long.

As far back as 1998, the country adopted
a convergence regulation model with
respect to the communications and mul-
timedia industry and established a new
regulatory framework administered by the
Malaysian Communications and Multime-
dia Commission.

Malaysia's emphasis on these sectors,
and its approach, places it at the forefront
of many countries. Malaysia is not alone
in seeking to improve the lives of its citi-
zens but it is unique in its approach and its
emphasis on information and communica-
tions technologies. It will take considerable
time to assess the merits of its strategic
choices.

Summary

The on-going development of technolo-
gies and their rapid application continues
to change our world in ways which no
one imagined. The ability to move from
command and control societies to highly

decentralized ones provides an opportu-
nity to re-invent national social structures
and, in many ways, to return to city states
or even smaller agglomerations with global
tentacles.

But this is unlikely to occur given the
underlying direction of economic forces
which emphasize growth, centralization
of financial power and increased financial
controls. Interestingly, communications
technology allows for far more detailed
central control than beforehand.

The communications and information sec-
tors remain a beehive of activity with the
only predictable variable being constant
change. They have reached a state where
periodic disruptive technological change
may become the norm. If the forces of
creative chaos can be marshalled towards
positive ends, then they will have served a
useful role. If not, then societies will face
tremendous burdens.

With the breadth and complexity of these
technologies, predicting their future path-
ways has little certainty. At best, govern-
ments can engage in periodic reviews of
their national governing structures and
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their underlying assumptions and many
are doing so, as is the case in the Euro-
pean Union, in Canada and elsewhere.
For the corporate sector, such reviews are
even more relevant.

No one would have predicted YouTube
two years ago and no one would have
paid $1.6 billion for it. That decision alone
speaks volumes for the precariousness of
predictions in this sector, Governments
and citizens - take note,

Footnotes

(1).The views presented in this article are
those of the author, and do not necessarily
represent the views of the Government of
Canada or of Industry Canada.
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(A) This section and others utilise informa-
tion based on an IIC presentation by Mr.
Sigurd Schuster, Technology Office, Sie-
mens

(81) This section and others use informa-
tion based on an IIC presentation by Jean
Paul Simon, Vice President, International
Regulatory Strategy, France Telecom. His
reference source is uIPTS".

(82) Jean Paul Simon, Vice President,
International Regulatory Strategy, France
Telecom, IIC Presentation. Reference
source is IPTS/Da Silva 2006.

(D) This section and others use informa-
tion from the IIC presentation by Robert
Pepper, Senior Managing Director, Global
Advanced Technology Policy, Cisco.
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