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Richard Holway
On 19th September 2006, I addressed 50 of the very top CEOs in our now annual ICT Leaders Dinner for the Prince’s Trust Technology Leadership Group. We are pretty proud, here at Ovum, that the events that we have participated in for the Prince’s Trust have raised over £500,000 since our involvement started in 2002.
The key messages of my presentation will, of course, be familiar to all SYSTEMHOUSE readers. Top line growth for the ICT sector has moderated but disruption has intensified creating huge threats for the established players and equally huge opportunities for new players and current players willing (and able) to make the changes required fast enough to compete.

How slowly things changed in the past

Since I started in the tech sector 40 years ago I have always believed that I worked in a fast changing environment. The move from mainframe to distributed systems took over 20 years. The move to PCs took another 15 years and the internet took at least ten years to go from geek to mainstream. Even in the consumer space, text messaging, digital cameras, music downloads and the like have all taken quite considerable time to move from early adopter (ie me) to mainsteam (ie most of my friends!) 
But, in every sense, I see that rate of change accelerating. Not in small, difficult to notice, steps. But in huge “Wow, is it really happening THAT fast?” strides.

Global sourcing moves to mainstream at alarming speed

In IT Services, perhaps the most significant example is the move towards Global Sourcing. Our recent report for the dti showed that labour of offshore origin engaged on UK IT services work would double from 64,000 in 2005 to 131,000 in 2008. This is a huge structural change in a very short period of time which will have a major effect on every aspect of our industry - from the prospects for employment in IT all the way through to massive changes in the leaderboard of the suppliers to that market. We have been used to reporting a “Top Ten” leaderboard over nearly 20 years where the constituent companies remain the same (barring acquisition!) and just the places are juggled. Now we face the very real possibility of, not one but two, new offshore entrants to those hallowed ranks in the next few years.
That is change at an unparalleled rate.

But if you think that is fast, you should look at what is happening in the “social networking” arena.

“Blonde chick putting on socks…”
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Six months back I was alerted by a Sunday Times article with the title “Blonde chick putting on socks…” A video with this title had been posted on YouTube.com and had immediately received 12m hits. For purely research purposes you must understand, I decided to take a look for myself and entered the often weird world of Youtube where amateurs (mostly teenagers) post short videos. Youtube now streams 100m videos a day and is now the sixth most visited English language site on the internet (Source - alexa,com). Forget “Geek to Mainstream” in ten years…Youtube did not exist until early 2005 and, indeed, all the real action has been compressed into, at most, the last 12 months. 
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I cannot think of any site that has had this speed of take-up.
Initially, Youtube may indeed appear “whacky” to anyone over the age of 25, but it is quickly turning mainstream. Indeed, since I started researching this article I have discovered many other regular Youtube fans amongst my friends and colleagues – all well over 25!
This month the White House has started posting anti drug videos on Youtube, NBC, Warner and others have started posting their videos on the site. A Paris Hilton channel has been launched advertising a forthcoming TV series.  As I write this article Youtube carries banner ads from the Post Office and Lloydstsb. Given the current pace, by the time you read this I wouldn’t be surprised to learn that The Queen intends to put her 2006 Christmas message on Youtube!
It is all becoming so seriously mainstream that Microsoft this month rushed out its own “MeTooTube” called MSN Soapbox.

So far Youtube has no revenue stream but is spending upwards of $1.5m a month to stream user clips. That, of course, has not stopped the speculation of how much Youtube would be worth in an IPO – $2b+ and rising by the day.  Pretty exciting stuff for its twentysomething founders Chad Hurley and Steve Chen. Names which might become as familiar to us even faster than we learned about Google’s founders - Larry Page and Sergey Brin - or Niklas Zennstrom of Skype/Kazaa.

“So what?”

Now, I suspect that your current reaction to reading thus far in this piece will be “Interesting but “So what?”. It doesn’t affect me”
How wrong you would be!

Firstly, Youtube is having a major social effect on its huge young generation of users. Some, hopefully most, of the content is either good or at worst harmless. But some is downright dangerous like the many playground slapping videos or the dangerous pranks performed just to get a hot video on Youtube. The feedback areas of the site could also be a backdoor for any aspiring paedophile.

Secondly, people nowadays expect to do this kind of social networking at work as well as at home. CIOs are already telling us the effect that this is having on their networks and, indeed, the demands from staff for more wikis, blogs and mashing at work!

Thirdly, Youtube disrupts the established media channels which you undoubtedly take for granted. As young people spend hours on Youtube so they don’t watch conventional TV or buy teen magazines. So advertisers move where the viewers are. The established media suffers and cuts investment in new programmes. If you were an ITV viewer you will have suffered the consequences already!

Big corporations are now moving fast not to be left behind in this “social networking” revolution. News Corporation has already bought MySpace – already the fourth most visited English language website. The $580m price tag looked high a year back. They have since signed a $900m deal with Google which makes it look a veritable bargain now! Mixi, the much smaller Japanese equivalent to MySpace, has just floated with a $2b valuation. Yahoo is said to be in serious discussions with Facebook with a $1billion valuation rumoured.
The other “natural reaction” is to quote the “faster they rise, faster they fall” maxim. That is very dangerous set against the mistakes many made in writing off the prospects for companies like Google.

Social networking will go mainstream very fast

My own bet would be that “social networking” is not only here to stay but will be huge. It is quickly moving out of its teenage base. Within a short time you will be watching Youtube videos of your grandson, your company with have a dedicated Youtube section to enable employee communications, you might start posting your own business video blogs or designing business marketing campaigns embracing Youtube. Who knows, I wouldn’t bet against a daily Holway Youtube posting of views on topical tech subjects that you will view as part of your “Martini Moment  - anytime, anywhere and on any device”.
Of course that would bring the “Disruption” right onto Ovum’s doorstep in terms of the way we deliver and charge for our services to you.

So we all have to “Take Care” as the Rate of Change accelerates and Disruption Rules.
(Richard Holway)
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