Light my Fire

Richard Holway, Director, Ovum

This is a synopsis of Richard Holway’s annual presentation on 1st December 2005 to raise funds for the Prince’s Trust Technology Leadership Group.
Over the last five or so years, all of my presentations have contained warnings about the future growth prospects for the ICT sector. Indeed my first annual presentation for the Prince’s Trust Technology Leadership Group in 2002 was entitled “IT’s all over now” and introduced the theme of IT as a mature sector with future growth rates more aligned to GDP than to the double-digit growth enjoyed in years of yore. In other presentations, using theme songs such as “Yesterday”, “Changes” and “What goes up, must come down”, I’ve continued to hammer the message home to an industry that was then in no mood to accept reality.

In the intervening years two things have happened:- 

1) The ICT industry has eventually accepted reality. Indeed many now look at GDP-type growth with sighs of “If only!”.

2) Holway has attained the status of Industry King Gloom-monger.
My last presentation in 2005 was titled “The Shape of Things to Come”.

Within a flat, or at best modest, growth marketplace, there would be huge “Diversity of Performance” both by sector and company. Some would rise dramatically. Others would wither and die.

So in an attempt to dispel my gloomy image – but preserving my reputation for keeping a grip on reality – my new theme is “Light my Fire” where I’m only going to concentrate on the things that are going to ignite the IT sector in the years to come.

Disruption excites – Consumers lead

In the main, companies with established business models rarely do things to destabilise themselves. Indeed their natural reaction is to defend themselves.

In our ICT sector, the destabilisation now, more often than not, comes from rapid consumer adoption and the spark for that more often than not comes from people that most would refer to as geeks.

I could give many examples but one of the earliest I was involved in was the advent of micros and PCs. In 1977 I wrote a paper whilst at Hoskyns (now Capgemini) soon after various geeks in the US - like Steve Jobs and Steve Wozniak (defined by Wikapedia as an “atypical computer geek”) who built the first Apple - had used the Intel 8080 and Motorola 6800 to build a “personal computer”. I argued that microprocessors would eventually enter mainstream business computing and that Hoskyns had better get involved. The reaction I initially received was of the “Real men don’t eat quiche” variety. Nothing was going to threaten their established mainframe/ datacentre way of doing things. To Hoskyns credit, but probably as a way of silencing an irritant, they did let me and some like-minded colleagues “get involved” and as a result we built a micro-based hotel system which by 1979 had over 50% of the UK market and made serious dents in NCR’s market. I experienced the same resistance to my arguments about the adoption of the PC in 1981. And we all know what happened then!
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Since then this  “Geek > Holway as an “Early Adopter” > Enters mainstream with consumers> Destabilises or destroys established business > Adopted by corporate IT with similar destabilising effects” Cycle has become well established.

Over the last twenty years I can list:

· mobile phones

· text messaging

· windows

· e-mail

· internet publishing

· blogs

· digital photography

· online banking and shopping

· internet search

· music downloads

· mobile data/GPRS/3G

· Blackberry

· itunes and ipods

· radio on demand

· podcasting

· VoIP

as a small selection of things that Holway has adopted way ahead of “the crowd” and where I have taken an almost evangelistic approach with anyone unfortunate enough to have to listen to or read my views. Everyone of them has followed a similar cycle. Everyone of them has (or is likely to) lead to the destabilising or destruction of established businesses. 

And everyone has created fabulous new opportunities.

So, given this record, it might be interesting to see what currently “Lights Holway’s Fire”?

I used to drive a Microsoft but now I pilot a Google
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My own desktop, like that of most readers, has been dominated by Microsoft for at least the last 15 years.  Microsoft has been my “Window on the IT world”. To use the automobile analogy that I’ve majored on for much of that time, I drove a Microsoft. It might have an Intel engine and a Dell body frame and drive on Epson tyres…but everything I did with that car I did via Microsoft. And everytime Microsoft brought out a new model, I had to have it.

All this fuelled spectacular growth for Microsoft throughout the 1990s.

But the last couple of years have been quite, quite different for Holway. I don’t drive a car anymore because I can’t get to the places I want to visit by road. I pilot an aeroplane and it certainly is not a Microsoft aeroplane.

At the moment, I pilot a Google craft. Everything I have ever written since the start of time, every photo, every music track is on my PC and I get at these via Google Desktop and, of course, I use Google search literally hundreds of times a day. All my many RSS news feeds come via Google. I launch most things via Google. Soon I might replace Skype and use Google Talk for my VoIP. Whilst on the road, I use a Vodafone dashboard to connect me to 3G or whatever. Of course, my music comes via iTunes and I listen to The Archers via BBCRadioPlayer. Soon I’ll be able to watch yesterday’s Coronation Street via iTunes too – be it on my PC or Video iPod.
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What is really interesting about this is that practically all the new things I am adopting are, in essence, web-based or “internet-enabled” applications. It is also interesting that none of them are from Microsoft!

Web-based applications…for free?

It’s getting rare for me to use Microsoft Word anymore as all my communication is via e-mail. As an analyst most of the stuff sent to me is a pdf file. Sure I still use Microsoft for things like the operating system, spreadsheets and Powerpoint. – but I now take all that boring stuff for granted. It’s a bit like the transmission system on my car. I only notice it is there when it breaks down. But on the other hand, I am still paying Microsoft a fortune for it.

A web-based Microsoft Outlook “look-a-like” seems an obvious next step for me. I access my e-mail from many different places and devices. Synchronising my contact lists, diaries and, most importantly, getting access to my e-mail archives, is a real pain in the mobile world in which I live. Simplified versions of other Microsoft Office products, like Excel, would also be appealing as web-based applications. I only know how to use <1% of the available features anyway!

This accessibility “anytime, anywhere, anyplace” – the Martini effect I have talked about before -  is really taking off. All our family photos and “blogs” are now web based allowing my kids and friends throughout the world to have access.

I rely on being able to do many things with my company bank account “anytime, anywhere, anyplace” too. So why can’t I, for example, run a simple Sage payroll system in the same manner, ending up in automated transfers to staff and the Inland Revenue and thereby eliminating any need for monthly and annual returns?

A new set of metrics

In the scheme of things, companies with dominant market positions do not initiate change. One only has to look at BT’s attitudes towards broadband while being led by Peter Bonfield in the 1990s as an example. Kodak was not a part of the digital photography revolution until they realised that their core business was disappearing before their eyes.

Microsoft has done very well – indeed still is doing very well – out of a model where users pay licence fees, and subsequent upgrades, for software product which runs locally on PCs.

The move to web-based applications is putting that cosy model at risk. Salesforce.com has already built an enviable position charging a monthly fee for use of its web-based CRM systems

The Google approach goes one step further. It provides its internet-enabled software and services “for free”. It earns its revenues from ads – usually associated with sponsored search results.
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Figures issued recently show that, in the UK, revenues from internet advertising will grow over 50% this year to hit £1b for the first time. 40% of internet advertising is search based. So the likes of Google, Yahoo etc will earn £400m from the UK market in 2005. To put that in context, that’s already 25% of Microsoft’s UK software revenues and MORE than the UK software revenues of IBM!

As a result, Microsoft growth is modest.
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Whereas Google seems to be on an unstoppable growth path.
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Mobility

I’ve been using a GPRS and now 3G/wifi hotspot card in my ultra lightweight laptop for over three years now. It has revolutionised the way I do my work as it has enabled me to work, answer my e-mails, surf the internet almost anywhere on land, sea and air that I might choose. I christened this the “Martini effect – Anywhere, anytime, anyplace”. I choose this access method because it is so hassle free.

But there is still a way to go. A system that seamlessly connects me to the fastest and cheapest access method available – whether this was a wireless network whilst in my home, 3G on the train, WiMax in London, a satellite whilst at sea – would get my vote (and money!) immediately.

Of course, I’d be even more interested if all this came for free. 

In September, Google were shortlisted to provide a free WiFi service in San Francisco. Given Google’s activities in buying fibre optic capacity, the prospect of free access to WiFi (or hopefully a lot faster and better service) in every major City, funded by local “Yellow Pages” type search advertising, came a step closer.

Then Google were rumoured to be bidding for Skype – the VoIP pioneers. In the end eBay was the buyer but, again, people realised the destructive power that GoogleTalk and VoIP could unleash on the fixed line telcos. Indeed, if you add the last two points together and then you can envisage a free mobile-based VoIP service, the mobile operators should start to shake in their shoes too. 

What kind of mobile device?

Over three years ago I “invested” nearly £2000 in a Panasonic Toughbook. It weighs in at 1kg and its battery lasts around 5 hours. Amazingly it is still the lightest fully configured Microsoft XP laptop you can buy and you won’t find too many with a longer battery life either.

It is clearly unacceptable for most executives to be carrying around laptops weighing in at the current norm of 2.7kg. Lighter devices, like the Flipstart and OQO, just must get into the mainstream.

Battery technology too must enable these devices to operate for days not hours.

Converged or Best of Breed?

It is possible to buy a device which includes a still and movie camera, MP3 player, radio, TV receiver, voice recorder, photo displayer, GPS, text, e-mail, internet surfing…oh yes and a mobile phone too.
There will be other “Best of Breed” devices which will concentrate on doing just one function really well.

If I am any guide, it is not “Either, or” but “both, all”. I will choose to carry my top of range digital camera, my video iPod, my laptop with me, have a fitted satellite navigation system in my car,  as well as a mobile phone which duplicates all these functions!

What do I want to do with it?

From a work viewpoint, I have already outlined how web-based applications coupled with selected web-based personal access storage will get me excited. But it’s the fun/entertainment stuff that really turns me on.

iTunes and the iPod has rekindled my love of music. I can take my whole collection of 750 CDs anywhere with me. I now buy all my music online.

Already, I can listen to The Archers anytime I wish on the BBC site. Indeed, when I’m homesick in some foreign hotel room, the sound of that signature tune via the Internet helps to melt away the miles.

So TV on Demand is the obvious next step for me. No more setting the video, no more need for Sky+. Just download or watch on-line any TV program ever broadcast from any station anywhere. Might even pay for the privilege! And of course this will apply to movies too. I might watch it on a wide screen home cinema system or on my Apple iPod or both. Indeed, I might even show videos from my Apple iPod on my wide screen just as I play my iPod through my home stereo system. So my iPod, small as it is, becomes my media centre!
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I think therefore I am

My phone therefore it’s me

I, like most people, carry my mobile phone with me everywhere. The other things I “can’t leave home without” are my wallet with a variety of cash, credit cards, club cards, identification etc and my keys (car, house, office) and a few coins.
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Why exactly do I need to carry all these things? I envisage a mobile phone as thin and light as an Apple iPod nano which combine all these functions. It can be my Oyster card on the tube. It can pay at the parking meter or toll booth. It will pay for my taxi or newspaper. It will get me access to our offices or even my computer or cash machine. It might act as my passport. It could even carry my medical records!
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Of course, it will have to be secure so something like a fingerprint recognisition system would be built in. But because it too is “web-enabled”, if I did lose it, it would be no great shakes. It could be disabled, and a new device activated, very easily…just like my mobile phone of today! 

Let’s summarise

So, what is going ignite the ICT sector in the years to come?

· New user interfaces freeing users from their desktop

· Web-enabled applications

· Much more personal access to web-based storage 

· New revenue metrics for software and service providers

· The very real possibility that both voice and data access will be “free”

· So new revenue metrics for fixed and mobile communication service providers too

· A revolution in the way we listen to music & radio and watch TV & movies

· A web based revolution in the way we pay for and access things

I could go on. But that’s enough to show that things are starting to look pretty exciting again!

Opportunities and threats

Exciting technological change can be destructive but it can create great opportunities.

Just look at how Logica took advantage of consumers’ moves towards text messaging with its SMS services in the 1990s. It changed Logica radically.

The same opportunities exist for our existing ICT players to take advantages of the trends I have outlined above and really get stuck in to offering the products and services, including the back office functions, that will be required.

Unlike the last 40 years, you really cannot afford to ignore these trends because the consequences are a choice between modest or rapid decline and ultimate extinction. 

If you, like me, want to be one of the “Up arrows” in my Shape of Things to Come then you had better start getting involved in one of the areas that currently “Light Holway’s Fire”.

(Richard Holway)
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