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>>  IARLA FLYNN:  Thank you very much for coming along.  My name is Iarla Flynn.  I'm head of Public Policy for Google for Australia and New Zealand.  I'm happy to be here and moderating this panel of very interesting people.  


The panel's title is the Evolving Internet Ecosystem A Two-sided Market?  And the blurb or the introduction for the panel asks whether the Internet ecosystem is effectively in the nature of a two-sided market.  And it asks whether changes to the economic structures underlying the Internet and the payment models, it asks what kind of impact might those changes have.  


Now, I think to capture the essence of what they are talking about, I want to read out a quote, and I'm reading from a study that WICT did last year.  We are quoting from a study that Page, Rossi and others did in 2010.  


(Quickly reading quote)


... due to market defects there is no way to make consumers shoulder the cost of bandwidth, thus it becomes necessary for the firms to pay for the network for the first time, such as advertising pays for over the air broadcast television and the WICT study challenges that line of argument.  

But I think it's a good statement of -- so that gives --


>>  INTERPRETER:  Too fast for the interpretation and for the scribe also.  


>> IARLA FLYNN:  It's an Irish trait to talk quickly.  


Okay.  


>> We are just -- 


>> IARLA FLYNN:  Well, at Google we say fast is better than slow.  I've obviously absorbed the company's mission.  


But --


>> We implant fuel core chips.  


>> IARLA FLYNN:  We also say focus on the user.  So I failed in that requirement.  So I'll slow down.  Thank you.  

So that is the headline question in terms of, you know, how do we ensure that networks and services and content are paid for?  But as -- there is an underlying question, number one, is there a problem here, the problem with network, availability, and speed? 

The second point, if there is a problem, do we need to try to change the underlying economic models and does something like this concept of a two-sided market help us to analyze the situation?  
And Geoff as a part-time economist will appreciate me asking, in fact, will economics help us at all in this situation?  And if we do go down that path of two-sided markets, what are the impacts?  Will it lead to greater investment in networks and services or could it undermine innovation and lead to restrictions on the availability of services?  

The other I think obvious question given our region, Asia Pacific region, that is so large and diverse, are these issues dealt with and are the situations similar across the entire region?


And so to address those very interesting questions, we have what I would consider an elite panel.  And I want to introduce our elite panel.  First of all, in the middle, Holly Raiche.  Holly is a research associate, Cyberlaw and Policy Centre at the University of New South Wales.  I think that's the day job.  But she is on the board of the leading consumer advocacy group in Australia.  ICANN.  A former Internet director of the society in Australia and probably well-known to everybody here.  No further introduction needed for Holly.  You're very welcome.  


Fouad Bajwa, a multi-stakeholder model all of his own right.  An entrepreneur, academic, consultant, information activist, a man of many talents and interests, and vice co-chair of ICANN's Asia Pacific Regional at-large organisation.  And founder of the Free and Open Source Software Foundation of Pakistan, and many other interests and accomplishments.  


Geoff Huston, nearest to me, is the chief scientist at APNIC, which is don't need to explain.  But widely regarded as a leading authority on the IP version 4 and 6 and their ongoing battle; and no more introduction needed.  


In the middle there, in the dark suit, Dr. Suhaidi Hassan, Vice Chair of Malaysia ISOC chapter.  Associate Professor and Assistant Vice Chancellor at the University in Malaysia.  And he heads the College of Arts and Science.  Previously the dean of faculty information technology and a founding member of IEEE in Malaysia.  


Last, but not least, Robert Pepper, who I'm told is known to his friends as Pepper.  He leads Cisco's global technology team working with people around the world on major issues, many of which are under discussion at this event.  Joined Cisco from the FCC in a very senior position in 2005.  

So that is our panel.  What we will do is ask each of the panelists to kick-off, give short comments, 8 minutes maximum.  I'll enforce it.  
And off we go with Holly.  


>> HOLLY RAICHE:  Thank you very much for my being here.  When I looked at the title of what I was to present, I thought I don't think I agree with the neat little economic model that has been presented as if there are two sides and one platform.  And this is probably because I lecture in, amongst other things, telecommunications law.  And I'm terribly aware of the many I suppose participants in what is called a platform.  To me, a platform includes the actual infrastructure itself.  It includes what is on top of that, in terms of who manages that, and somewhere in the middle it's got a few providers.  It's got a lot of issues surrounding it.  A platform is a fairly complicated thing, which I teach.  

So I thought I'm going to start and finish on looking at the platform and not looking at the other two sides, except to say, to me, the platform issue is there is the owner, the service providers. 

And what we have got developing is we have got some of the players becoming either going upstream or downstream.  Certainly in Australia with the National Broadband Network, which I'll be talking about, you have what used to be the infrastructure owner, having been disenfranchised from at least some of its infrastructure, moving upstream into the content area, along with some other infrastructure on this.  


You also have content owners such as Google moving down into five or so.  To think that you've got very clear divisions between all three players is probably the wrong place to start.  


Another issue with in fact the title was or arising from the title is that there are competition issues even amongst the platform.  You have to look at the ULL or LLU as they say in Ireland.  And certainly to understand with, I suppose, the structural separation -- sorry, functional separations BT.  The EU directions on functional separation, what is happening in Singapore, what is happening in New Zealand to understand that there are many competitions in terms of once you deregulated a platform, then there are all sorts of problems as to who owns it and gets access to it and at what price.  

The third, and this is something that came up from what was said, how do you upgrade the platform, particularly when there appears not to be a business case for doing so?


If we are talking about access to the Internet, we should be talking about access to high speed.  And for a lot of the world, including a lot of Australia, there is not a lot of access.  Translating those issues into Australian issues, they should strike a lot of familiarity for many other countries.  The first is copper, in that in the unbundled copper loop, ours is degraded.  I don't know how many times Telstra has depreciated it, but probably a lot.


>> Worthless.  


>> HOLLY RAICHE:  This was conceded by a senior member of the telecom regulatory staff who told Parliament in about 2003 that the copper was about five minutes to midnight, it would last four or five years, and that was 2003.  It needs a replacement, and it's going to be a costly one.  


The next was, and these two merged into each other, how do you find a business case somehow for upgrading what is ultimately degraded copper?  And the solution is what we will talk about, which is the National Broadband Network, and there was not a business case so there had to be a Government intervention, and that is in the Articles that Iarla referred to.  If you only rely on business to fund high speed broadband, it won't happen.  


Effective competition regulation, we have tried to have a competitive environment starting in 1997, where we allowed more than one infrastructure operator.  We allowed how many retail providers you want.  We have a lot of regulation in place and competition, as of last count there were 164 arbitrations by our regulator.  All wound up with a decision, but sometimes it was 2 or 3 years down the track, and by that time the the competitor went broke.  We have not had an effective competition regulation, which is set by the Government regulator, by the productivity Commission, by everyone else in the industry, except Telstra.  


So to answer all of those, the answer to getting rid of copper and providing high speed broadband, our Government in 2007 was elected on a promise of high speed broadband.  It was originally going to be a fiber to the node, and that was changed in 2009 to be fiber to the premises, which is a model that you have seen in Japan and other southeast Asian countries.  The idea was that or the policy was that you will have fiber to the premises for 93  percent of the population.  And I say population, I say 93 percent of the population, if you looked at the size of Australia, you know that population and area are not the same thing.  There will be fixed wireless to the other three percent, or fixed wireless and satellite.  More importantly, the copper is being decommissioned. 

We are paying Telstra $11 billion to decommission it as the NBN is rolled out.  But the important thing is that we have now introduced NBN in a way that creates a different competitive environment.  The fiber to the premise is only the local loop, but it means that the bottleneck facility in competition terms is now Government owned and Government installed.  

So that answers two important questions.  Where do you get the money?  And the truth is you get it from the Government in the first instance, although it can be privatized.  


It's an investment.  It will provide a rate of return, a utility rate of return, and it will change the competitive environment, because it must be open access wholesale only with a national uniform price.  


So we have solved all of the three problems that I identified with the first slide.  


>> GEOFF HUSTON:  I flew here on an airplane.  A lot of you did, too, didn't you?  I fly a lot.  A lot of you too, as well.  You are what they call frequent fliers.  The airline loves you.  It gives you lounges.  It feeds you.  It encourages you to fly more.  They absolutely love you.  


I'm also a consumer of Internet services.  I'm probably what they call a heavy hitter.  My provider hates me.  Literally, it hates me.  Why?  Because their business plan is broken.  


For some reason, the telecommunications industry, the carriage part of it, has managed to come up with the Internet with a business model whereby what one would have thought are their most favorite customers, what one would have thought that section of folk who really use the network, who not only consume but create service, we're hated.  


We're those people the carriers want to get rid of and pass to someone else.  We're the reason all this fuss is being created.  And it strikes me as the ultimate selfishness on the part of the carriers.  My poor business plan is your problem.  Google, pay for it.  Netflix, pay for it.  Hulu, you pay for it.  Our bad business plan is your problem.  That's stupid.  And it won't work.  


Ten years ago, content was bankrupt.  Before we discovered Murdock's millions in advertising revenue, content wasn't working.  And the content folks said to the access providers, the only reason why you've got customers is because we're providing content.  You should pay us money.  


The carriage provider said no, no, no, no, no, it's an independent business.  You sink or swim on your own.  


So they went off and found the new model.  Boy, did they find a new model.  Content is now worth huge amounts of money; massively so.  And what do the carriage folk say?  Well, now that you have succeeded, you owe us money.  


So what is going on here, why are we in this particular situation?  I suspect the speed of change has a lot to do with it.  And for folk who have kept only half an eye on this problem, you end up like someone who is at one of these policy meetings in, I think it was in Mexico earlier this year, he said "I don't know what the fuss is about.  It's all just telecoms, isn't it?  Why are you guys having such a hard time with each other?"  It's not.  It's not all just telecoms.  


The Internet is fundamentally different to the telecommunications network of telephony.  Telephony was all about an extremely large complicated network that cost a huge amount of money to build and operate, and extraordinarily dumb devices.  The Internet is so simple that even carrier pigeons can carry the packet.  We have done IPO the pigeon, the barbed wire and almost everything else.  This is not in the network.  Everything is on the outside.  The business models are fundamentally different.  


So that brings me then to this issue of what is this new economy?  And when looking at the two-sided market, the best way I could describe this is this idea of two independent activities on a common platform.  


I've often heard two-sided markets being described as like the American Express credit card.  Merchants have a deal with AMEX, customers have a deal with AMEX, and the deals are independent.  


So is this what we're doing now?  Do we have content and carriage as separate but distinct sort of two sides of this market called the Internet?  I don't think so.  


I think that is actually a glib way of describing a more complex situation that always has existed.  Going back to the canal system in the UK in the 18th century, if you operated a barge and someone wanted you to transport a ton of gold, they would pay a lot more money than a ton of rock.  


The carriage providers always wanted to look inside the content, because content is where the money is.  


In the old telephony days of vertical bundling, the content, the voice, paid for the rest of the network.  


Most countries have deregulated and liberalized.  And what that doesn't mean is that we bred new dinosaurs to fight with the old ones.  It's not about Telco versus Telco anymore.  Competition is fierce and pointed.  I might compete with you on fiber and nothing else.  I might compete with you on switching, and nothing else.  Or I might compete with you in content and nothing else.  And that's what we have done.  And this is not a two-sided economy.  This is actually the GDP all over again.  


And as every country knows, the GDP is pretty fixed and grows slowly.  And what we're fighting for is the same dollar.  


Carriage and content are looking over the fence at each other.  Right now, content is in the ascendency.  And the carriage business model is broken.  


And I offer the carriage folk the same answer they gave content ten years ago.  We're not going to pay for you.  It's not our problem.  Go fix your own broken business models.  And to succeed, we want you to succeed, but we're not going to cross subsidize you, because structural cross subsidies are inefficient, harmful, and almost impossible to get rid of without violent revolution.  Don't do it again.  


In other words, the carriage folk, your broken business models are your problem and the business models around content are their problem.  


Look at that, admire that, and stop trying to insist that my problem is everyone else's.  


>> IARLA FLYNN:  Thank you.  

Suhaidi.  


>> SUHAIDI HASSAN:  I need some adjustments there.  


>> IARLA FLYNN:  You want the VGA?  


>> SUHAIDI HASSAN:  Yes.  


>> IARLA FLYNN:  We are doing remarkably well on time.  A message for the other three panelists.  


>> SUHAIDI HASSAN:  Two slides only.  


My name is Suhaidi Hassan.  I'm representing ISOC Malaysia.  


In my presentation today I just would like to -- in my presentation today I would like to present the role of Government or the positive intervention from the Government to ensure that the market, the Internet market in Malaysia, continues to strive and continues to sustain in the future.  And this is important because the Internet contributes to the development of our economy.  


So before I proceed, I would like to give some scenario of the Internet in Malaysia.  


Malaysia has about 28 million population, and now I think it's reaching about 29 million.  And we have about 17.7 million Internet users in Malaysia.  It's about 62 percent.  And Facebook users, we have about 47 percent.  And this is what I said just now, GDP contribution from the Internet is about 4.1 percent, or US 9.75 billion in 2010.  And we have the broadband penetration, about 63 percent.  


In 2007, the Government targeted about 50 percent of households to have broadband penetration by 2010.  And in 2011 we reached the prediction.  We have about 63 percent of our population broadband penetration in Malaysia.  And roughly, technically speaking, we have now FTTH technology for use in the network.  XDSL.  It's commonly found in Malaysia.  We have wireless technology.  3G.  And some companies are rolling out the LTE 4G at the moment.  


And as in Australia, we are upgrading our broadband access to the Internet, and the Government expects to upgrade the services to more than 10 megabits per second.  And this is what we call the high speed broadband project, and this is a project taken by the Government and Telecom Malaysia, the Telco.  It's a 70/30 joint venture in this project.  


And the size is about 4.6 billion US dollars over ten years' period.  And 2.4 billion from the Government of Malaysia, over three years.  And the PPP arrangement -- PPP is the private partnership project -- and the end of March this year, this is the comparison between the take-up of Malaysian broadband services compared to other countries.  So we have about 1.2 million households, homes, that pass this penetration.  And about 310,000 subscribers for the HSBB project.  


And other than broadband access, I would like to talk about the Internet exchange in Malaysia.  We started in 2006, and now we have 51 service and content providers, including Google and Facebook, in our Internet exchange.  And we have expanded our exchange to original nodes that cover to east Malaysia and Borneo.  And with this Internet exchange we save millions of dollars per year in the Internet transit.  This also makes it possible for users to have a better quality of experience.  And our Malaysian content boosts the local Internet industry.  

And also for the technology, network technology, we are deploying IPv6 in the country.  And ISOC Malaysia is actively involved in helping the Government in the process of this deployment.  


So opportunities and challenges.  We know that in Malaysia now, mobile penetration at the end of 2011 is about 131 percent.  38 million subscribers, 11 percent growth.  


And the Government seriously is involved in what we call this economic transformation plan or ETP.  And communication content and infrastructure, CCI, is one of the targeted areas in what we call the national key economic areas, NKEA.  And under this project, the Government is to raise the communication content and infrastructures GNI, gross national income, from 22 billion in 2009 to 57 billion Malaysian dollars to do this in 2020.  And to do this, the Government has to put -- find the regulatory measures to make sure that both -- that the players in the industry can compete or can operate in a friendly environment.  And we introduce operative regulatory stands and this will lead to the ecosystems in Malaysia, and this environment for content providers, and on to the customers.  


But we need to understand that 70 to 90 percent of Internet content in Malaysia originates from overseas.  And the presence of top content players like Google and Facebook in Malaysia helped to boost the local content.  And the government is also embarking on what we call the digital Malaysia initiative.  This is another initiative by the Government to ensure the healthy Internet ecosystem in Malaysia.  And this is called the Digital Malaysia Plan.  And all of these things are done to ensure that the Internet continues to grow in Malaysia, and this is important for the development of the country.  So the role of the Government is very important here.  


And I know that it is also sensitive to talk about the role of Government here, but this is what is happening in Malaysia and I would like to share that.  And ISOC plays a very important role in Malaysia to help from time to time wherever needed in advising the Government as well as to tell what is not right about the Internet deployment in Malaysia.  


Thank you very much.  


>> IARLA FLYNN:  Great.  Fouad?  


>> FOUAD BAJWA:  I want to look at the two-sided market economy within the content of developing economy like my own country.  I come from Pakistan.  And we happen to be like the 8th fastest growing Internet country in Asia, so that gives us a significant position over there.  We have a fairly large population online as well, because we are like nearly 30 million Internet users, which would actually be the population of some European countries, more than the population of some European countries.  


At the same time, we are in an environment which has illiteracy barriers, which has a larger rural population than the cities itself.  And when we look at that case, and how our market grows, and what opportunity it gives to players within the Internet economy, we really have lesser choices.  


But at the same time, with the formal economy, the way it operates we have this opportunity in the economy.  So I'm going to show you some layers identified to understand or to look at how the dynamics of or the economics interplay within developing country context.  


This is the first top layer, which are usually content providers on one side and network providers on the other, and in between is everything related to access and who is providing the development networks and so forth.  What is the situation in Pakistan?  We do not have local content development activity.  We are at almost zero on that.  We are still trying to get Pakistani citizens onto the Internet.  And while that is happening, we are faced by the hush problem that developing countries are faced by that once you just put in the technology over there, without the required capacity, without the required social, economic, or political inputs, the people just cannot come to terms with that technology.  It takes a lot more effort, a lot more resources to get them to come into play with that technology. 


And what happens then?  Lesser interest by the global players.  Because if you look at what is happening in the -- the two-sided market economy, you have definite players.  It's not that somebody from Pakistan will rise and become a player in that market.  You have definite names of corporations from the U.S.  being more powerful in that place.  And as you see the transition towards cloud computing happening, you can see limited names over there.  So we are service dependent within this economic infrastructure.  And when we are dependent, we rely on something which is given to us.  


So just to simplify what I'm trying to say is therefore in a country like Pakistan, for us to get a larger population online and to understand what services they can consume will remain a challenge.  


One small example.  The payment industry, the only payment industry in Pakistan is the greatest opportunity ever.  And I come with this factual information because it's part of a survey of ten thousand knowledge workers that we lack online payment services.  So we lack the opportunity to participate within the global payment industry.  


Now, if you look at the two-sided economy, you have specific names online who manage the payments industry and the opportunity that they provide.  

Let's say, for example, Pakistan is still not part of the papal and eBay infrastructure, right?  That keeps us out of it.  


>> IARLA FLYNN:  Do you want the slide changed?  


>> FOUAD BAJWA:  No, not yet.  Within that environment we are compelled to find market solutions, and that's where the market tends to open up in our country, and that's where I see a bit of participation from us within the two-sided market activity.  


The next most important things is multi-lingualism.  That is a space -- because -- multi-lingualism.  We have a colony before 1947.  And we are inclined towards the English language.  Whereas the interesting part is within the country, we communicate within our mother tongues, our original tongues, languages, and then we communicate in other languages.  The interesting part about the other language is that it goes beyond the border.  It's spoken by a larger population than Pakistan and India.  It's spoken by nearly five million people in England.  It's the -- I think if the UN is going to recognize something, it's going to be this language.  And if I look at that, that is a market area which I see Pakistani players evolving, but not soon.  It's a distant dream but it's going to happen eventually. 


Another important thing, the private platforms.  When you look at the two-market economy, developing country people have an economic interest and that is what brings them within that interplay.  And when you look at how the economic activity is happening, recently -- I won't name the company -- but in a two-sided market economy you can only keep other people, like the two parties, you can only keep them engaged if the quality of experience and the quality of service is at a very high level.  


So what happens when that distinct middle man or middle company or middle party, the third-party, which is in the middle, actually improves this quality of service?  It sweeps the market clean of spammers and such parties who are actually trying to make a buck off of someone else's content.  So unique content becomes power and all copied and spammed content becomes a pain.  But then suddenly you have a large amount of people in Pakistan disengaged from that economic activity.  So that is a challenge.  


The informal economy, which is mentioned, which is again in the second layer, freelancing and working online, you will be amazed to hear that within the online economy this year, India stands number one.  US stands number two.  This is in terms of the developers engaging on these platforms from these countries and providing global services in a good economy and being paid.  They have payment systems in place and those are US based middle third parties.  


And you see Pakistan on the sixth number in that global contribution space, Philippines being on the third or fourth number.  Very close competition.  And China also there, but not like competing with Pakistan.  


So there are some, let's say, between the lines stronger opportunities which developing countries are benefiting from.  


At the final level, where the third layer is about regulation with the ITRs and WIC emerging, not emerging but very near in December, there has been discussions and rumors about taxing.  And who are they trying to tax?  What are the suggestions for taxing?  Taxing the players in the two-sided market economy.  The platform, the middle men, the middle parties, the third parties.  Why?  Because these are mostly coming from the developed countries.  And the intention is if they are going to make money out of our countries, in the developing world, we should gain -- we should have a piece of the pie.  So you see a bit of regulation getting stronger.  You see a bit of interest by Governments to somehow participate or be part of the pie internal revenues. 


Where did this habit evolve from?  This came from the telecom sector deregularization.  Once the opportunity was there, the Governments feel that they should also participate in this.  


So just to show you the final slide, so these are the factors which I just explained.  And this is how I would like sort of to give pointers for people from developing countries to evaluate how do they interplay with the two-sided market economy and what are the benefits that they can gain from this?  

Thank you.  


>> IARLA FLYNN:  And we have Pepper.  Your slide free zone.  


>> ROBERT PEPPER:  I have no slides so I'll do shadow puppets.  

So I want to come back to the economic question about two-sided markets.  And then give some concrete examples.  


First, I would agree the way Holly set out the question, which is fundamentally -- and then Geoff expanded that.  And that fundamentally the legacy business models for communications companies was based upon, you know, an old model that I think of as having five underlying assumptions.  The first assumption was that the product is voice.  

The second assumption is that the metric by which it is measured, billed and regulated is the minute.  


And then in terms of incremental economic, we assumed that the longer you talked, the higher the incremental cost.  The longer the distance over which you talked, the higher the incremental cost.  And where you were located affected the incremental cost.  All of that was true in the traditional telephone world.  And the longer you talked, right, the more you paid.  Because the costs went up.  


The reality in a flat IP world, the Internet world, is that none of those assumptions are correct.  It's essentially a cap X, not an Op X world.  You have a network with capacity; you are on it or off it.  And, you know, there is very little incremental cost.  


The problem for most of the traditional telephone companies in the world is that they still make most of their revenue charging for minutes of voice, and that is a model that they are very familiar with.  There are many emerging countries that get a lot of money for charging termination for minutes of voice.  That, in fact, has dramatically changed.  


So the question is what is the new business model for the future?  And the way Holly put it is that one of the questions facing the operators is how do they get paid to invest in the new network?  How do they get paid for upgrading their networks?  And it becomes a cap X, an investment question, in which the way they got paid in the past was on a per minute basis.  


Now, there is this interesting question, I love the way Geoff teed it up, which is the airlines love him, but his telecom company hates him.  


>> IARLA FLYNN:  Strange relationship.  


>> ROBERT PEPPER:  Strange relationship.  But the truth of the matter is the more you fly, the more you pay.  You pay for each flight.  And since you fly a lot, they give you free miles and lounges and so on.  But, the telecom operator, especially for the Internet connection, I bet charges you pretty much a flat rate.  And the more you use --


>> The more they lose.  


>> ROBERT PEPPER:  -- the more they lose, because it is not really sort of reflecting some of the underlying economic forces here that are significantly challenging these old business models.  


So the two-sided market is a way in which there is not just -- actually, it's almost a misnomer, because when there is a two-sided market there is usually three players.  

So I'll give you two concrete examples of where, in a two-sided market, there was value creation in each part of the value chain, in which the -- it was not just the end-user paying for the connection.  


Because in the traditional telecom model, I pay for my connection, and that's it.  And that's where the revenue comes from.  


So in the U.S, there is an eBook reader provided by Amazon called the Kindle.  And when people subscribe or buy a Kindle, and now I have an electronic and eReader and I want to buy a book, I go online, on my Kindle, I can browse, I pick a book, I click on the book, the book shows up on my Kindle.  I pay Amazon for the book.  


All right?  How that book gets there is magic.  Not really, but the consumer has no idea how the book gets there, and they don't care.  


The way the book gets there is that Amazon pays AT&T to deliver that book using their cellular mobile network.  I don't have -- as a consumer, I do not have any relationship whatsoever with AT&T for that connection, for that device.  Amazon does.  It's a great value proposition.  Amazon sells me the Kindle and they sell me the book.  Amazon pays the publisher.  AT&T delivers the book to me, but not for free, Amazon pays them to deliver it.  


So there is this -- it's a classic two-sided market in which the content provider bundles the price of transmission into the delivery of the service to me.  I don't pay for the transmission in that instance, which is a little different -- actually, it's very different than the way I subscribe to my Internet service.  


A second example is an experiment that BellSouth ran in the U.S. called the turbo zone.  And this was in the early days of broadband, when people thought of broadband then as 768 down and 256 up.  It was sort of sub megabit for basic levels.  You could buy the entry level or I could buy five megabits and so on.  But if I was a 768 entry level subscriber and I went on the Web Page for BellSouth called the turbo zone, I could watch a streaming, you know, a streamed movie, a video on demand, a movie, and would I pay $5, $6, $7 for that movie.  It won't work on my 768 connection.  


So for the -- and they had multiple studios were providing the content, the movies.  The way they ran the experiment was I clicked on the movie.  I wanted to watch the movie.  I paid for the movie.  The studio paid BellSouth to boost the transmission to me for the duration, however long the movie took.  So for two hours, they boost me to 3 meg.  And at the end of the movie, I went back to what I paid for, which was the 768.  


So again, an example of a two-sided economic model, a two-sided market, where as an end-user I paid for my basic subscription, I wanted to buy something and the content provider paid to boost the service.  And so it was a combination of payment.  It wasn't one or the other.  


Now, there are some people who want to use regulation to require those kinds of models.  I don't think that's a very good idea.  In all honesty, we don't really yet know fully how the networks of the future are going to be paid for, what the business models of the future are going to look like.  What we need to do is have the flexibility to have experimentation in developing these new business models.  


And I actually think that it is unlikely that it is going to be either/or.  I think we're going to see a blend, a variety of different business models develop, and we need commercial -- we need commercial negotiation and the degrees of freedom to have commercial negotiation for the new business models as opposed to regulation.  And in some cases, regulation would mandate a business model.  In other cases regulation would prohibit a business model.  I think in either case, that would be counterproductive.  


The last point.  Because of the way people consume bandwidth, and it is not always clear to people the bandwidth that they are consuming.  In the old world of the minute, people are pretty good about understanding minutes.  I'm talking.  I kind of have a concept of the minutes I'm using.  But if I click on something to watch a movie or download something, I have no idea what that is going to require or what it will consume or what they, you know, how large a file it is.  And there is a lack of transparency to the end-user in terms of the bandwidth that they will consume.  And so there is this other issue in terms of creating a very -- an effective market for the delivery of content in which all players in the value chain get value.  And that is we need more transparency about what, in fact, you know, is being sent to me. 


So these are some of the really important questions, I think, that get raised.  But I think that it is shortsighted to think that regulation is going to solve this.  This is really about evolving business models among all the players to benefit from the value chain, including the consumers benefiting.  


>> IARLA FLYNN:  Thank you very much.  Thank you very much to everybody.  

I've got a few questions I'd like to pose as follow-up, but I'm sure there are a few questions or comments in the audience.  Let me kick-off with one, which is, Geoff, you talked about the need for a new business model.  Robert has talked a bit about that as well.  Do you want to have a  go at what that new business model might look like going back to your Telstra days?  And if you had a blank sheet of paper in front of you, what would it be?  Any thoughts.  


>> GEOFF HUSTON:  Australia and New Zealand constructed their Internets at the long end of what was circuitry, and it was clear that the old rules of telephony did not apply.  There was no such thing as sharing the cost across the packet across the ocean.  If we wanted to join the Internet as an academic and research community, we had to pay to send and receive the packets all the way across the Pacific.  This was a lot of money at the time.  So what we're aiming for is to make sure that the packets we moved funded the next upgrade.  So that at any point when we were driving the thing into a red line we had enough money to build more capacity.  We weren't going to sit there and say it's all congested, our business plan is broken, now what do we do?  So we started doing the equivalent of what we now call caps. 

That was in Australia way, way back in the early '90s, and the whole idea was simple.  Irrespective of the user to understand the volume of data, we worked through the idea that more volumes gave us more money to build more infrastructure to meet demand, and that really worked.  And in Australia today you find that almost all ISPs in the country has some form of cap one way or the other.  We were roundly criticized because this would retard growth.  New Zealand would be demanded and the Australian would be demanded.  Not true.  We avoided some of the issues about capacity bottleneck, and internationally at least that kind of model has worked.  


So the idea that you can't do volume cap, you can't charge incrementally for use is what we call in Australia a furfi, it's a myth.  A business plan where more use gets you more money creates that virtuous circle that at that point the carriage provider is saying to content do more.  Do more, because more gives us more money, too.  


And the consumer is exposed to the issue that their decisions as to whether to download 10 K or 10 gig have different costs.  And that is reasonable because there is some difference in the supply cost between those two volumes.  

So yes, the idea that flat fee is such a cemented issue that it's biblical is nonsense.  Flat fee was never written in granite.  You can do whatever you want out there in a marketplace.  If it works, you will succeed.  


>> IARLA FLYNN:  


>> ROBERT PEPPER:  I agree.  But what it -- but it is different.  There is this transparency question and knowing, and that -- we need to overcome that so that it doesn't become an anticonsumer or a consumer surprise rate shock, and it needs -- so -- 


>> GEOFF HUSTON:  Let me point out the answer that happened in New Zealand and Australia.  When you go over the top it cost a lot.  So we tried the next solution when you go over the top it gets slower.  We haven't turned you off but you know that you have gone over your limit.  So unless I want to buy another bucket of data, hold your breath for the rest of the month.  It's still connected, but it's slow.  Or if you like what you did and you want to buy more, buy another bucket load.  And it's that kind of contract with the user, it's been successful in the Australian market.  


>> ROBERT PEPPER:  Part of it is habit.  It's not biblical, the old models.  And it's also training of the user.  One of the things that has happened with the caps now in the US on the mobile networks is that as you approach the cap, the carriers actually inform you, so that you don't get the -- in other words, there are a series of different models.  There is, though, an additional -- because there are some of these models that have developed where content providers actually want to obviate the need or eliminate the need for the end-users, especially low income end-users, for having to pay more, they bundle this in with advertising and end up paying for the transmission.  


Again, whether those are successful at the end of the day, who knows, but there have been proposals in some countries to actually prohibit those kinds of business models, because it would advantage different players.  And my point is I want to see experimentation across the board and horizontally in a lot of different ways.  


>> HOLLY RAICHE:  What I'd add is that there has been a lot of debate about consumer information as to exactly what is on offer.  So in a recent registration of what was called the Telecommunications Consumer Protection Code, there is a lot about the language that you can use to describe the product.  And one of the things that has come out of that code is to say consumers will have to be informed at sort of when you're at 50 percent of your spend, when you're at 85 percent, when you have gone over, as a way of allowing consumers to actually understand and then manage the packages that are being offered.  


>> GEOFF HUSTON:  Ultimately, the fundamental issue is that at a large enough view, and I'm not talking per packet, I'm not talking per megabyte, but at a large enough view, if I want to offer the same sustained quality to users, and I've got increasing traffic, I need to spend more money and build more infrastructure.


And typically if I get an average use of the per user increase, that's a cost that gets defrayed back into the users.  So far a lot of the business models that we built in the 2000s were built around massive growth.  And what happened was the new players were under using what they were paying, and the more experienced folk were over.  But that depended on a market that was growing aggressively.  A lot of our markets in terms of people are saturated.  The wired market at 86 percent of households.  There are not a lot of households left.  So you can't play that trick of structural cross subsidy of new subscribers to old.  Now incremental costs become a visible factor in the carriage equation.  


But then saying Google has to pay for my problem is not the answer.  When you get to that issue, the issue comes that more volume, more use, has to give you more revenue from your carriage customers, not some arbitrary third person who is hanging around.  Because Google has its own economy with users.  Netflix has its own economy with users, and it's that relationship that is, if you will, not something that the carriage provider necessarily is a party to.  


>> ROBERT PEPPER:  Although if I'm going to have -- again, I want to leave it to the negotiation, but if I reached my cap and I'm slowed down and I cannot -- I can no longer that month have a, you know, a network that will support a streaming movie from Netflix, right, so now my subscription per movie, my pay per view with Netflix stops after two weeks, if Netflix wants to, you know, pay to deliver that movie to me, they should be permitted to do that.  And I don't think anybody here would disagree as a voluntarily matter.  


There are still some difficulties, though, notwithstanding being alerted, Holly, after I have half of my monthly capacity.  It's that for each individual, you know, file or movie, I don't know what that movie is going to do in terms -- even if I reached 50 percent and I think I have a lot of head room, halfway through the movie, right, it may be gone.  And that's one of the things that I think we need to solve.  


There is another player here, which is not at the table, but it's kind of an interesting issue, and that's, you know, the Akamais of the world that have local caching.  They are paid a lot of money to bring content closer to the consumer, right, and the content providers pay Akamai and other similar companies a lot of money to cache that content locally.  They're paying for delivery.  And so the question is, why is it that Akamai gets paid to improve the performance from the content provider's end, but the network operator is not.  
I'm asking this as a question.  Is that because the network operator didn't figure out that there is a business in local cachings, or was it something else?  And if the local operator has the ability to provide local caching through a content delivery network, and then compete for the business with Akamai, it seems to me that is not an unreasonable additional way to have revenue from building out a new business model that, by the way, improves the performance for the consumer as well as the performance for the content provider.  

>> GEOFF HUSTON:  When the carriers say that you should pay that last mile as well, he says look, I want to deliver a letter from somewhere in America to somewhere in Germany.  Let's say you were in Munich today.  So I put a stamp on the envelope and then I buy a plane ticket.  At my cost I fly all the way over to Frankfurt and then I go to Munich and I go right to your front door at my cost.  And I hand the letter to the doorman and the doorman wants money.  This is insane.  I'm like Akamai, you are actually surrounding each of these access networks with content.  The last mile is actually the carrier's issue, as far as Akamai is concerned.  They have done all the hard work, why should they pay extortion for that last mile is how he represented it.  So I just stopped being Patrick Gilmore at this point. 


>> ROBERT PEPPER:  My question was different.  Not that Akamai should pay for that, but why is it that Akamai developed that business model that the operators didn't develop that business model, and why would it not make sense for the operators to compete with Akamai in that business to do exactly the same thing?  


>> GEOFF HUSTON:  I think the operators are regretting that they didn't have the idea first.  


>> ROBERT PEPPER:  But nothing prevents them from doing that now, except you already have an embedded base customer relationship.  Geoff, that was my point.  


>> IARLA FLYNN:  Okay.  Anyone in the audience want to ask a question?  We have the microphone.  Okay.  So you might just identify yourself, and whether you're attached to a particular organisation or not.


>> AUDIENCE:  Salin Abraham from South India.  
It's funny how the solution has finally ened up being that the user should pay, and perhaps this is precisely why we need a regulator.  The telecom regulator could possibly address this.  

In India, for example, the telecom regulator no longer regulates prices, because competition has taken care of bringing prices to even what the regulator was mandating and below that level.  


I was curious how this transparency business would work.  So we no longer have unlimited Internet connections in India.  And I get these messages that say 50 percent of your quota is over for the month and 75 percent of your quota is over for the month.  If I contest that and say that is not true, then the telecom operator says oh, we can't tell you, because we don't do data retention.  We can't tell you what it is that you consumed.  


So the price that the consumer will have to pay is double.  On the one hand, they will have to pay much more than they are paying today.  And on the other hand, they would have to allow for broad privacy violations if the system has to be truly transparent or they all have to start using VPNs. So it's a complicated compromise from the consumer's perspective.  

Just to build on the points that you were making, sir, this is already happening in a very big way.  We can stream movies from ISPs in India and excitingly on the telephone network.  For about two dollars a month, you can have access to about half a million songs.  So the new business models are definitely emerging, but the complication again in India is that sometimes Telcos are also ISPs and also rights holders, but again we need a regulator to ensure that consumer interests are protected.  Since they are both content and carriage, and since ISP licensing has ensured that Telcos are kind of a structured oligopoly, the consumer will lose if we don't have a strong telecom regulator.  Thank you.  

>> IARLA FLYNN:  Holly, put on your consumer hat and respond, please.  


>> HOLLY RAICHE:  I think you forgot what I said in Australia.  The calculations were done and the Government realized that the last local mile was never going to be upgraded to the extent that people actually wanted to access material, without a Government subsidy.  So because we had had 15 years of broadband sub disease and God knows how many names, it never achieved the kind of reach to everybody that in fact was Government policy.  So, the Government finally just bit the bullet and said it's going to be Government money, because I think as Geoff was pointing out, kind of backwardly, the Government is never -- well, sorry.  The business case is never going to be able to upgrade the last mile.  So from that point of view, that is where you actually had the Government step in.  Now, there is a very long conversation about regulation that we don't have time for, but I'll tell you how to do it later.  


>> IARLA FLYNN:  Could I put part of that question on to you, Suhaidi, which is in terms of a role for Government here particularly in investing in network upgrades, is it absolutely the case that Government has to step in?  Was it the case in Malaysia that these investments were not going to happen?  Because that is the point that Holly is making for Australia.  I am wondering whether there is a better outcome that Government plays a role and perhaps a necessary outcome that Government plays a role.  


>> SUHAIDI HASSAN:  Yes, in the case of Malaysia, the Government also plays a role, you know, to help, to fund, in the upgrade.  


In the project as I mentioned in the slide, it is a 70/30 percent.  70/30 -- 70 percent of the telecom and 30 percent from the Government.  And to leave it to the operator, I'm sure, this will not be happening.  And to leave it to the Government alone, that will not be happening as well.  
So this is necessary, very necessary for us, for the Government to ensure that the infrastructure will be there, you know, when the users need it.  


And when we have this HSBB roll out, we expect to have more and more traffic, and definitely the Government has to protect not only the ISPs, not only the content providers, also to protect the users.  And, really, the role of the Government here is very, very important.  And this is what we expect from the Government.  


Thank you.  


>> GEOFF HUSTON:  There have been private investment fiber roll outs, and I think Horizon is one of them.  But the problem is the share versus access.


But in the cable world, it's almost impossible to have multiple providers sitting on the one cable infrastructure.  So cable had exclusivity.  And there was a lot of roll out in markets because that implied exclusivity gave them a certain amount of monopoly rentals in return.  The fiber market is like the copper market and the copper market doesn't have exclusivity tied to it.  If I put fiber to your home as a private investor, the standard environment and the technical expectation is that is not exclusive, that I am required to wholesale that out.  But when I wholesale, my return on my investment is devalued.  So that what is happening in a lot of the industry is that even though the case for fiber might look good, what actually makes it viable is something that most regulators get a little bit worried about, which is exclusivity of access on fiber. 


And what happened in Australia, they were just unable to break that deadlock of saying to the private guy:  Do it with your own money.  And they said only if it's exclusive.  Well, no, we want it to be open to anyone.  We want it to be a competitive medium.  Well, I'm not going to build it.  And the only way this impasse was broken is by the Government walking in and saying this is a market failure.  And one of the solutions to a market failure is the direct intervention of public expenditure, and that was the outcome in Australia.  


New Zealand was different, but in some ways it took a seed fund from the public purse to create this.  Because the private operators were going unless you give us exclusivity and monopoly rental, we're not touching it.  So sometimes it works.  But the price you have to pay is exclusivity, and that's a tough price to pay.  


>> ROBERT PEPPER:  It's exclusivity how, and where, in the stack?  You know, even Senator Conroy admits that the Australian model is unique to Australia.  He would not recommend it anywhere else.  And you have a unique situation with the history of Telstra, which we talked about earlier.  

There is a very important role for Government in the infrastructure, but role for Government does not always mean regulation.  Okay?  So, you know, sometimes you need the regulation.  Other times -- in fact, some of the circumstances you described are precisely because there is regulation.  


Oftentimes regulation is used as a barrier to entry by competitors.  So as a former -- as a recovering regulator, you know, I like to say that there were times -- it would be very interesting, when an issue would come up.  I'd have the new Entrants come to me and say you must regulate to open the market.  So it was regulation as a sword to open up a market.  
On the same issue, the incumbents would come to me and say you must use regulation to prevent destructive competition, whatever that is, to protect me.  So regulation became a shield, right?  And it was usually about producer welfare.  Which of the producers was it going to be a new entrant?  The incumbent and what got lost in that was actually the consumer welfare question, right?  And if you want to maximize social welfare, oversimplifying things, it's not either consumer welfare or producer welfare, it's the sum of the two and some kind of a balance.  


And that doesn't always mean regulation is the answer.  In fact, again I would argue that much of the regulation that exists has become a barrier to entry for competitors.  


But, right, there is a very important role to address the market failure, but I think one of the problems is that a lot of the regulation that we have is either blunt or the regulators are lacy.  And what do I mean by that?  Regulation and the role for Government or Government entry needs to be quite granular.  There are places where the market will attract the capital, result in the infrastructure, will result in the investments, including competitive investment.  


There are places where even if it's a single operator, there is no business case.  So even in the U.S, there are a variety of subsidies in the rural areas, the underserved areas, the unserved areas, for which the market will not provide the solution for the infrastructure.  Elsewhere, the market has provided it.  


Look, we have competitive mobile operators across Africa. 20 years ago nobody would have guessed -- in fact, there were people who said there will never be mobile operators in Africa.  In fact, a company, Motorola, lost $5 billion betting against there ever being terrestrial mobile in Africa.  They invested $5 billion in a company called Iridium which would be satellite phones for rich people who went to Africa.  They would have a satellite phone because there would never be a mobile.  What happened between the time they had their business model and the time they launched their satellites?  We had mobile service with a different business model across Africa that was profitable and it was based entirely on private capital.  


So I do think that you need to think about these things in very different ways.  And it's not one size fits all.  And I don't think that we can start with any priors in terms of assumptions.  


>> IARLA FLYNN:  Okay.  


>> ROBERT PEPPER:  Thank you.  


>> IARLA FLYNN:  Fouad, you had your hand up?  


>> FOUAD BAJWA:  Yes, so okay, dwelling a lot into the telecom discussion I thought I'd stick my finger in there as well.  

PTC has been attacked by the ISP provider association in Pakistan that PTCL was a wholly Government owned telecommunication company.  It owns the largest network in Pakistan and it owns the whole copper loop.  In order to provide the services over the copper loop, you have to go to PTCL.  And then it was deregulized up to 36 percent, the management being given to a company called Deslot in Dubai.  What happens now is that PTCL becomes one of the most competitive business providers over the network, and what is happening is that they are giving you Internet at unbelievable prices.  

I can quote a small example, which is that in the one -- that in (inaudible), the same connectivity I enjoyed, two connections at home for less than $12 a month. And the data caps on those are like if I pay my bill on time, they jump the data cap from 40 GB to 120.  So in order to get money from the market, they can increase the volume, the caps.  


So, this is -- now, what happened in this is that you have 24 providers in Pakistan.  And they have been sort of squeezed to certain rates, which have become unaffordable for them to operate.  So now they file this case against PTCL challenging that for the past few years, PTCL brought them to their knees.  And that regulation should come in and reassess how they are doing their business in Pakistan.  So that is an important factor that one player under the deregulation regime could hold the DSN market and put out the whole competitive aspect and maintain the monopoly.  And what happens because of that?  Even I shifted my connectivity, right, over my two other providers.  I shifted to PTCL.  Why?  Because they said okay, I'm going to give you three megabits for $18 a month.  And I'll give you a device free so you can build a Cloud.  You can have five people connected to your Cloud.  


So it's amazing what they are doing.  But look at the anticompetitive practices which have evolved here.  


>> IARLA FLYNN:  You picked up on the points that Suhaldi made that there is a competitive market underlying what we were saying.  


Any other questions from the audience before we jump on to one or two others up here?  Anybody else?  No?


Okay.  


Pepper, I wanted to ask you about a specific proposal, which I think you were hinting at earlier, which is something that came out from Etno, I think it came through the ITU apparatus, and essentially a proposal for sending party network pays.  Could you just talk a bit about that and tell us what you think about it?  


>> ROBERT PEPPER:  Not in the context of necessarily Etno.  This is also, as I mentioned earlier in the earlier session, the traditional voice revenue in a lot of countries has declined.  So in meetings that I've had, for example, with African countries, they have said look, you know, we used to get a lot of money terminating international voice traffic.  You know, if you rang a phone in a country, Senegal, Cote d'Ivoire, Cameroon, family members or the companies in France, they would call Senegal, the Senegal telephone company could charge a lot of money to terminate those calls.  


With voice over IP and e-mail, that revenue has gone away.  In fact, those international settlements and those prices, they are called accounting rates, were very high and were not related to the cost of termination, because terminating a voice call that originates locally or terminating a voice call that originates in France costs the same.  And it approaches zero with the new technologies.  


But they wanted to keep the very high prices.  So the issue there was to say okay, -- and then they wanted to impose that model on Internet traffic.  And the problem with that, of course, is that it actually would have increased -- it would increase the cost of, you know, Internet traffic to African countries that are just now actually having lower costs because of the new sub-marine cables.  Africa is the last continent to get decent international bandwidth, because of the lack of international sub-marine cables.  And as a result, the price for international bandwidth was extraordinary high.  That is just now beginning to come down.  There are international sub-marine cables on both the east and west coasts of Africa.  They are being connected around in South Africa, and so bandwidth costs are declining, capacity is going up, and now they want to tax it and raise the price?  It makes no sense.  


So the question, though, is what do they -- you know, yes, they're not getting the old money, but what do they want to use it for?  And they had a very legitimate answer, which was we want to build out our infrastructure to connect the interior of the country, the rural areas, with broadband.  We can't do that, we have to get the money from someplace to do that.  


Very legitimate goal.  The question is how do you do that?  In my mind, it is not through imposing the international telephone settlement.  The sending party, you know, pays, you know.  If I'm in Senegal and I'm getting, you know, a large file from a movie from France, I shouldn't have to, you know, pay -- the French movie studio shouldn't have to pay to deliver that movie to the customer, the consumer in Senegal that has asked for it.  There are other ways to raise that capital, that money.  


And, again, there is a market failure.  So certainly at least in rural areas there is a role for Government.  It doesn't necessarily mean regulation.  In Australia the Government is writing a fairly large check for the NBN.  


 And in other countries, you know, there are other models in which you can have that kind of investment.  


In India, you know, you have by the way a state-owned operator.  You have two of them, but BSNL has not provided broadband to all parts of India.  Those not familiar with India, there are 638,000 villages.  There are 250,000 Panchia.  Those are mind boggling numbers.  Government, very frustrated, with BSNL.  So the Government is creating a new special purpose vehicle, a new national fiber company, specifically to provide not access, not the access fiber, but fiber across the country to bring fiber to every Panchia, and then there will be competition through either wireless or other means at the edge of the Panchia to bring it to other villages.  It could be the WiFi, 3G or 4G or whatever.  And the goal will be, at least the Government has said, once it builds out that network, it's going to privatize it. The Government makes the initial investment then they will sell it and it will be privatized.  

But there are different models to do that.  


>> IARLA FLYNN:  Thank you.  Suhaidi, you wanted to come in again.  

>>  SUHAIDI HASSAN:  So I'm not sure that we wanted zero regulation.  I think I'm hearing that we need enlightened regulation.  We need light touch regulation.  We need very granular regulation.  So top experiment.  Suppose the Government got tired of sending three strike notices of arresting copyright infringers, putting them in publicly owned jails.  Suppose the Government mandated across Telcos a copyright levy or access, and then figured out a way, using Richard Stallman's calculations to send it back to collecting societies and other independent artists, is that an example of unenlightened regulation or would that be an example of enlightened regulation?  


>> GEOFF HUSTON:  As we talked before, an expression is crossing the rubicon, of going to a place that you really, really never wanted to go to.  Over some centuries, we have discovered that a carrier, a public carrier, is in a very privileged role.  They can see what people are saying to each other.  And by and large we wrapped up that role in legislation.  Not just regulation, but legislation saying you carry other people's messages.  You can't look at them.  And even if you inadvertently see it, you must forget.  It is not your role to look at other people's messages.  


That's the role of fault with warrants and due process and the rest of the paraphernalia of society.  Common carrier is really important.  


The copyright industry in its lust for enforcing what appears to be sometimes the unenforceable has got very desperate.  And one of the things that they have been trying to force politicians to do is to weaken the common carrier Ethos to the point where it's garbage.  They are trying to make the carrier responsible for content.  You don't want to go there.  You honestly don't want to go there.  


If you want the carrier to be responsible for content, they're going to look at every last piece of content.  That is going to cost them a lot of money.  But that is a lot of information.  


And as we have seen in the past with other business models around content, information about you and what you do is enormously valuable to other people.  Once you start putting a content economy inside carriage, the cost of copyright and so on, then you are blurring that line to a point where I think it's untenable and the common carrier dissolves and disappears.  That would be a retrograde step in my view.


>> AUDIENCE:  People are trying to track without having access to Telco data.  They do it completely from trackers.  So there are ways in which copyright access or levy system could be implemented without needing the deep packet inspection that you refer to.


>> No.  


>> No.


>> AUDIENCE:  No?  Big champaign -- 


>> IARLA FLYNN:  You got them to agree on something.  


>> HOLLY RAICHE:  You still have to find out, like it or not, the IP address that is connected to what they detect.  And in fact if you look at what the memo of understanding that is happening between the content and the carriage people in the U.S, part of what had to be agreed on was the technology.  Some of it was to so-called detect copyright, but the other is matching an IP address to an actual subscriber, and that depends on there being accurate records about who is using what IP address at what time.  There are two bits of information that you have to have to get to somebody.  


>> ROBERT PEPPER:  You talked about enlightened or unenlightened regulation.  I don't think anybody has been arguing that there is no need for regulation; certainly I have not.  Especially where you have -- where there is a failure in the market or there is insufficient competition to discipline the market.  The question is, in my mind, there are a couple of other questions, number one, do you need to have sector specific regulation or are there issues that when it comes down to it that we are concerned about that are matters of competition?  Right?  And then the issue that we heard about earlier was well, by the time you finish, you know, a traditional competition case, maybe you win, but you're dead.  


So it takes too long.  But that doesn't necessarily mean that you -- that all the regulation has to be what they call Exanti in the traditional telecom way.  We know that doesn't work, either.  


So there are competition market failures, there are issues that are consumer protection, secondly.  And oftentimes consumer protection is not really the area of expertise or jurisdiction of the telecom regulator.  In fact, in many countries, there is a separate consumer protection body.  That is their job.  Right?  But it's not using telecom regulation.  They're protecting consumers through consumer protection.  


That doesn't go away.  In fact, you can have very competitive markets in which there is still fraud.  So you still have to have consumer protection.  


Third, related to this ITU issue which we will talk more about tomorrow,  what I'm talking about is, you know, every country is doing it slightly differently and that's a good thing.  We have experimentation.  In the U.S, there are 50 states, plus the District of Columbia is another jurisdiction, and they experimented on different ways on telecom regulation.  It's a good thing, it's a laboratory.  The problem of what is being proposed for this international treaty is that it then becomes a binding regulation through an international treaty that, number one, does not need to be at the international level.  Because there is nothing today that prevents countries from doing these things, protecting consumers and competition.  

Secondly, it certainly in terms of some of the proposals would expand regulation into areas that are frankly competitive, like computing, that we don't need to regulate. 


And, third, it would dictate specific kinds of business models, which again is counterproductive because the markets move far more quickly than regulation.  


So it's not a question of yes or no.  It's I think a much more nuanced discussion that we need, and the question that is very important, that we will talk about tomorrow, is what is the appropriate place for that regulation?  And I don't believe that it's at the global level.  I don't -- I think that that would be counterproductive.  


>> IARLA FLYNN:  Okay.  Thank you for that.  I think we better wrap up, because I'm keeping you all from your coffee.  


I might just try to summarize a few quick points.  First of all, there is consensus that the Telco business model is broken.  They can learn something from airlines.  

The second point is that we need to look at new business models.  There isn't a one size fits all.  Need for experimentation, flexibility, and a need to try different models.  And the Australian ISPs have ideas that people should look at, which is news to me.  There seems to be strong consensus around a role for Government here, funding Next Generation Networks in whole or in part, if we could call it sensible regulation or enlightened regulation, particularly around pricing.  


And, finally, the importance of consumer protection, which may also fall into the regulatory area or the transparency for users, too.  Very important.  
My favorite point was Geoff's point that there is no need for Google to pay for any of this.


(Laughter)


So I'm very happy to hear that.  Thank you, Geoff.  

Thank you everyone.  


>> GEOFF HUSTON:  You're paying for dinner!  


>> IARLA FLYNN:  Please thank our speakers.


(Applause)


(End of session, 16:06.)
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