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Alternative Market Structure for
Videotex Service in Canada:

The Public Policy Implications

Out of this widespread availability of
information power there will flow social
changes and opportunities for human development
that promise to make the next few decades among
the most critical mankind has ever faced.

- OECD Informatics'Studies1
If there is to be real social impact from
TELIDON, it will first reveal itself in the
marketplace; predictions and warnings made

without careful attention to marketplace
realities are likely to be invalid.

- D. Godfrey and E. Chang2

Videotex is a computer/communications system for mass
audience distribution of textual and graphic material by
electronic means. Extensive field trials of videotex
systems, especially Telidon, are currently underway or have
been scheduled in almost every province in Canéda.. A number
of actuélior prospective information providers (IP's) can
already be identified and individuals or organizations
offerihg broker services, page creation services, equipment
manufacture/supply, have already emerged in the marketplace.
On the supply side at least, the market is thus developing
quite rapidly.

On the demand side, the future of the market is more




uncertain. There is no way to predict, at this point,
whether videotex consumers, i.e., users, will appear in
sufficient numbers to make commercial videotex a rzality in
the immediate future.

Not only is there some uncerﬁaint? as to the extent of
probable demaqd for videotex, there are also a number of
other major issues-of public policy which videotex
technology presents.

One observer has declared that "Telidon has the makings
of the greatést threat to Canadian identity since the first
U.S. television stations began to broadcast over our
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border".” The concern here is the possibility of

U.S. content and control of videotex sérvice in Canada.
Another observer has made the statement that

[Videotex is] the social equivalent of ‘an
atomic bomb with the potential to blow society,
as we know it, wide open, and few people seem
to be worrying about what to do with the
fallout. This new technology could wipe away
whatever scraps of individual privacy remain to
us, and that's the least of our worries. It
also contains the capacity to fine-tune public
mind manipulation in a way that makes George
Orwell's "1%84" scenario look bush league by
comparison.

Issues such as these, foreign control, foreign content,
confidentiality and audience manipulation, are important
onas and are representative of what might be called the
potential "dark side" of videotex. There is of course also
a "bright side", potential benefits such as the possibility

of a major new industry for Canada; a potentially important




export industry; tremendous gains, in efficiency terms, in
carrying out a variety of transactions; instant information
for all citizens on almost any topic imaginable; greatly
improved access to services for peoéle in remote areas; and
SO on.

This dichotomy in the potential impact of videotex or
equivalent computer—communiéations systems has been well

summed up by Parkhill:

Bven with suitable safeguards however, we will
s5till be faced with the supreme challenge of
ensuring the aggressive and imaginative
exploitation of our new computer and
communications resources for the benefit of all
mankind. This is no mean challenge, for it
offers nothing less than the opportunity to
leap frog decades of normal development and

- move on a worldwide basis into the
post-industrial society. In this new society,
the universal availability of "information
powar" could magnify by orders of magnitude the
economic and intellectual capabilities of all
of us and 1lift the entire world in a quantum
jump to an unprecedented level of achievement.
The wrong policy decisions could easily destroy
this glittering promise and make the Electronic
Highway Networks no more than
computer/communications equivalents of today's
commercial TV networks or, more omingusly,
dangerous instruments of repression.

Solutions to the potential problems pdsed by videotex
and/or our ability to realize the potential benefits of
videotex will be very much a function of how videotex
markets are structured, how participénts conduct themselves,
how the service performs, and how the service is financed.

These are the specific issues with which this report will be




"concerned. They are important not only in their own right

but as primary influences to a set of larger social issues
involving videotex, such as those reffered to above. To
quote Parkhill once again,

The necessary structure, then, is the one which,

would make the potentially revolutionary

benefits of computer power available to

everyone and at the same time provide effect%ve

safeguards against the misuse of that power.

As a general proposition, every aspect of the conduct,

structure, and performance of the videotex market may have

important implications for Canada's ability to realize the
potential benefits of this new technology in an efficient
and equitable way. Moreover, if the market is allowed to
evolve too far on its own, before there has been adequate
consideration of the issues posed by market 'structure, we
may f£ind that the structure which emerges is not the optimal
one in social benefit terms. As Ouimet'has noted,

Unfortunately the technology will not wait for

us to finish these tasks at our own speed.

That.,is why we should tackle them here and

now. : -
To this might be added the following comment made by the
Clyne Commission:

In approaching telecommunications we should

realize that its importance demands we view it

in a spa2cial way. Telecommunications, as the

foundation of the future society, cannot always

be left to the vagaries of the market;

principles that we might care to assert in

other fields, such as totally free competition,
may not be applicable in this crucial sphere.




We must look at it Ereshly, without
preconceived ideas.

Definition of Videotex

In quite simple terms, videotex may be defined as "the

widespread dissemination of textual and graphic information %

by electronic means [where] the recipient can selectively

control the display of information on terminals (often

suitably equipped television receivers)".?

This definition highlights several important attributes

'of videotex:

l. videotex, through the electronic provision of
information, involves the combined use of computer and
‘telecommunications technology;

2. videotex,'becauSe it involves electroﬁic
"dissemination" of‘information, involves a source of
information reamote from the user;

3. the emphasis on "widespread" dissemination implies
that a key attribute of the service is its
availability to a mass audience, though closed

networks of specialized users are by no means ruled

out. This mass audience characteristic is a major

factor distinguishing videotex from other

teleprocessing services, most of which are aimed at

relatively specialized users, and most of which are

prohibitively costly to private, individual



subscribers.

videotex involves active participation on the part of
users.of the system. Users of videotex selectively
control the information which they receive. One-way
videotex systems, commonly referred to as teletext,
simply allow the user to "grab" the frame, or page of
information, in which they are interested, from a
contiququs broadcast of text. Two-way videotex
systems involve a higher degree of interactivity which
involves a more structured, ﬁrecisefselection of '
information to be consumed. The interactive nature of
videotex is a major distinguishing characteristic of
videotex from the conventional broadcast media of
television and radio.

If there is a weakness in.the above definition, it
is that insufficient weight is given to this
interactive characteristic. Thé definition could
mistakenly create the impréssion that the only active
role of the user is in the selection of ihformgtion.
The possibilities, however, can go well beyond this,

as is made more clear below.

the use of a television set (suitably modified or

supplemented) to display the information tells us that
videotex can be made available in the home, office, or
any of a number of other locations. This re—enforces

the mass audience characteristic noted in 3. above.



‘ It is an important characteristic of the technology
that the user will have considerable freedom in
selecting the "site" or environment in which to use
the system and that access to a videotex system is
multi-point, subject to the availability of
approprlate term1na1 equipment.

6. the p0551b111ty and quality of graphlc display, which
also includes the use of colour, distinguishes
videotex terminals from most normal cowmputer
terminals. Animation possibilities are still
relatively limited but further development of the
technology may eliminate this constraint.

All of these characteristics are of major importance

. both individually and, more significantly, collectively. As

Tydeman notes: -
Computing and communications technologles are
coming together to produce a new hybrid ‘
technology called teletext and videotex. Its
distinctive feature is not the individual
technical elements but the assembly of a total
system comprising information banks, an
editorial and indexing structure, computer and
communications hardware and software, marketing

.management, and billing organizations... In one
sense thersz is nothing new about teletext or
videotex. Elements of both have been around
for years. However, it is only recently that
these elements (e.g. time—-sharing networks,
computers, television, telephone) have advancad
to the point where mass informatio?0
dissemination has become feasible.

Videotex, it is thus important to realize, 1s not just

defined in terms of a set of technidal»components; it is




defined in system terms, of which the technical components
are but one part.

‘“Telidon" is the name of a particular technical version
of videotex which has been developed in Canada. It has
already gained considerable market acceptance in a number of
other countries and is the technology being employed in most
of the videotex trials presently taking place in Canada.
While Telidqn offers certain technical advantages over other
videotex systems, most notably in graphics capability, it is
not however the only videotex technology available. While
the reader may wish to equate "Telidon" and "videotex
service in Canada"; it is nonetheless important to note that
the discussion of videotex service in this report is not
restricted to Telidon technology. It might also be added
that the use of Telidon, és a graphics protocol, is not
limited to videotex. |

Videotex, at the present time, is seenwprimarily as an
information-retrieval system. Users can employ videotex to
reCeiveiinformation on weather, news, government services,
stock market reports, product tests, direcﬁory services,
etc. Any information which can be put in a textual or
graphic form capable of being stored in a computer'in a form
consistent with the technical capabilities of videotex can
be offered on videotex service. In addition, however,
videotex has the technical capability to also provide two

other general classes of service: "transactions service" and
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"electronic mail".

"Transactions serviceé" include such items as
electronic banking, electronic shopping or teleshopping, and
electronic bill paying. They are distinguished from simple
"information retrieval" as just described by the "creation"

of information by the user in the form of the "instructions"”

“delivered through videotex regarding the completion of the

transaction.
"Elactronic mail" involves the direct contract between

two or more parties through the videotex system. Possible

example of this type of videotex service include electronic

delivery of letters, "textual conversations", and opinion

polling or surveys of other kinds. To be possible, the

~"electronic mail" option requires a switching capacity in

the videotex distribution network and computer software
which allows the use of a keyboard as distinct from
"information-retrieval services" where_users-iniﬁiate all
contacts with the system and need only a keypad to make use
of ﬁhe service. Like "transactions serviceS“} "eleqtronic
mail"® inQolves the'creation of information by the user.

| A foufth class of service, personal
information-processing, is also possible with videotek if
the system is designed to provide individuals access to
computing and storage and retrieval capability. Like
"électronic mail", keyboard capability would also be

required for this option. Possible applications of this
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service range from the maintenance of personal records to

the running of relatively complex computer{programs.1l

A Functional Classification of Market Participants

Given the definftion of videotex service just
presented, the "videotex market“ would be defined as the
buying and selling of videotex services. " As such, the
videotex market would encompass ail aspects. of the
production and sale of videotex service (including the
distribution network) and the purchase and consumption of
videotex service. |

Within this general definition, six categories of
market participants may bevidentified according to a

functional classification:

1. Information providers (IP's): any person or

organizatioﬁ involved in providing pages of
information to videotex. |

This definition does not presume that IP's
téchnically undertake their own page creation,
although this is poésible.‘ The primary emphasis of
the definition is on those providing the information
which goes on a videotex page. 1In certain cases,
there may be two leveis of IP'é. For example, in the
case of a directory, the IP would be the directory

publisher, i.s. the person or organization which
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publishes the directory for videotex. At the same
time, part of the information‘content is being
provided by the persons Qr'organizations listed in the
directory. The latter could then be defined as |
sub-IP's. In general terms, the definition of én IPp
must emphasize both the provision of information and
the act of making thaé information available to
videogex.

Videotex brokers: any person or organization which

plays the role of market middleman between IP's and
videotex service providers (defined below).

In other words, the broker facilitates getting the
infdrmation base of individual IP's to markét. In the
broadest interpretation of this definition, a broker
may provide such services as page creation, daté base
design, data base indexing, data‘base management,
computer services, and financial accounting services
as well as the more conventionai b;oker—type services

of buying and selling'inforﬁatiqn-or bringing buyers

and sellers together.

When a broker directly provides computer

services, it may be regarded as .an umbrella IP, i.e. a
provider of a single, broad data base which is,

however, constituted from the contributions of several

. (or at least more than one) independent IP's, as

previously.defined.
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Storage providers: any person or organiiation which
provides computer facilities which are used to store a
videotex data base(s). |

While storage providers are unlikely to have
an identity which is not represented in the IP,

broker, or service provider categories, the issue of

" which other category's participants must'provide

storage or have that right, has some important
implications for market structure.

Service providers: any person or organization which

"sells", i.e., makes available, videotex service

directly to users.

Somewhat akin to the storage provider case,
the identity of service providers may be the same és
pafticipants in one of the other market categories
identified here. A key requirement to bé a service
provider.is'that some type of computer facility,
directly accessible by users, must be provided and
used either to store and directly provide videotex
pages and/or to act as a "gateway computer", i.e., to
provide transpérent links with third party computers,
which may be owned by IP's, brokers, or independent
storage providers. |

Distribution providers: any person or organization

which provides the physical distribution network used

to carry videotex service from the service provider to
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‘the user and/or from third party computers to service
providers. |

The two primary candidates to provide distribution
for two-way videotex in Canada are the telephone
commén‘carriers and the cable television companies.
‘Satellite technology, including the rapidly evolving
technology of earth—stations! represents a possible
third type of carriage option for the future.

Teletext will be distributed either by conventional
broadcasters, cable companies, or both.

In principle, there is nothing tq.precluae
distribution providers from also being participants in
one or all of the preceding four categories. The
relative merits of such vertical market integration is
a major question to be discussed -in other sections of
this report.

Users: any‘person or organization which “consumes" or
makes use of videotex service. It is important to
bear in mind that users may be either private
consumers, i.e., individual "home" users, or business

users.

As already indicated in several of the above

definitions, the identities of participants in each of the

above groups are not necessarily mutually exclusive even

though, on a functional basis, the roles described for each
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category are. A major focus of the balance of this report
will be concerned with examining the different degrees of
overlap which afe possible between these functionai
categories and tﬁe relative desirability of each of these
alternatives.  As well, we will be concerned with examining
the question qf market structure-within each category.
This, as will become obvious, may be highly dependent on how
one answers the former question regarding degree of overlap.
The issues of financing and pricing in turn will have
implications for, and be affected by, the decisions made

regarding both intra- and inter-category structure.

The Theory of Property Rights

In general terms, the question of videotex market
structure is the question of "who has the right'to:do what
under which circumstances in the production and consumption
of videotex»service?“. In other words, the market structure
question is essentially a question of property rights.

Property rights involve the specification of "the
proper relationships among people with respect td the use of
things, and the penalties for violation of those proper

relationships."12

Property rights, so defined, do not refer
to the relationship between people and things; rather they
refer to relationships among people. Put in different

words, property rights may be defined as
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the set of economic and social relations -
defining the position of each individual with
respect tolghe utilization of scarce

resources.

For the videotex market the property rights'issue is

central. To be more specific, the following questions

necessarily influence the assignment of property rights (and

vice

1.

versa) in thevvideotex market.
Who has the right to provide information to videotex
systems, and under what.coﬁditions?
Who has the right to sell videotex service to.users,
vand under what conditions?
Do the carriers of videotex service have the right to
restrict the use of the carriage network by videotex
users and/or suppliers?
Do the providers of videotex service have the right to
refuse to allo& third party data bases to be accésséd
through their system?
Db users of videotéx have the right to prohibit
service suppliers from divulging o: making ﬁse of
information g&ined from users' videotex consumption
patterns? |
Do users have the right to receive videotex service
without advertising messages included or the right to
delete advertising messages, if included?
Do carriers or service providers have the right to

restrict the equipment which can be connected to the
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videotex network?

8. In the case of teletext service broadcast over the
vertical blanking interval, who owns the vertical
blanking interval, the broadcaster who holds the
licence for that chanﬁel or the cable operator who
re-~transmits the broadcast?

9. Should the number of videotex carriers or service
providers be limited through licensing procedures?

18. Is é service provider liable for the quality of the
information available from his videotex service?

The list could go on but the above is illustrative of
hpw the more importaht questions surrounding videotex

- service are fundamentally questions of property rights. By
putting the questions relating to videotex market stfucture
in terms of property rights, certain principles of property
rights theory can be used to recognize and/or analyze the
implications of alternative videotex market étructures.

To bagin, we will set down certain principles of the
theory of property rights.

First, ownership, which is the 1egél assignmentvof the
right to use, Subject to various possible restrictions, is
an essential precondition for trade.1l?

Second, it is essential that the restrictions that
apply to ownership, the rights of non-owners and the "rights
that accompany ownership" be specified in detail, in order

for the system of property rights to work effectively{l5
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Third, "if trade is to be effective in allocating
resources and in resolving conflicts, rights must be

"16, i.e., it must be possible to buy and sell

transferable
property rights.

Fourth, “complete transferability of rights requires
that the different types of rights associated with ownership
of a particular thing should be transferable indepehdently
of one anbther".17 | |

Fifth, "to be effective, a system of rights must be

nl8 Furthermore, the

enforceable, and effectively enforced.
penalties for violation of rights should be specified -and
should be greéter (in their expeéted value) than the
possible gains from violation.19
Sixth, non-attenuated property rights imply the
unrestricted right of the owner to "change the'form, place

or substance of an asset" (the asset being defined by the

property rights as specified) and to "transfer all rights to
20 Iﬁ

an asset to others at a mutually agreed upon price".

other words, non-attenuataed property rights imply exclusive

ownarship and unrestricted trade.21

Seventh, "any specification of non-attenuated property

n22 in resource allocation.

rights may lead to efficiency
Eighth, "the 2stablishment of a completely
non—attenuated set of property rights,...[essential for

efficient resource allocation may be] itself at variance

with the moral and ethical value system of any soci_ety".23

[}
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Ninth, "the attenuation of private (or state) property
rights in an asset, through the imposition of restrictive
measures, affects the owner's expectations about the uses to
which he c¢an put the asset, the value of the asset to the
owner and to.others, and, consequently, the terms of‘
trade."24 A

Tenth, "the wvalue of any good exchanged depends,
ceteris partbus, on the bundle of property rights that is:
conveyed in the transaction".2?

Thesg selected principles of the theory of property
rights indicate that the property rights specification for
videotex will be crucial to the way in which the market
develops; that.economic efficiency alone cannot be used as a
criteria for assessing alternative market structures
independent of a knowledge or consideration of the property
rights specification which accompanies each structure; and
that societal values may dictate or assign a higher value to

non-efficiency objectives, in which case some attenuation of

property rights may be optimal from society's point of view.

The Specification of Property Rights for Videotex Service

As an initial premise, assume that we wish to specify a
non-attenuated set of property,rights for videotex service.
Such a spacification might be as follows:

1. IP's have exclusive ownership of their own data base;

i.e., their own content.
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Videotex brokers have exclﬁsive ownership of their own
broker services.

Storage providers have exclusive ownership of thier
own storage facilities and services.

Service providers have exclusive ownership of their
own computing and marketing services.

Carriers haQe exclusive ownershfp of their:own
physigal (transmission/switching) network.

Users have exclusive ownership of their user profiles
(including their name), howeve: these are compiled,
i.e., whether they are compiled by the user directly
or by the service provider,Aindirectly, through a
record of a user's videotex transactions/use.

Service providers offering the videotex data bases of
independent IP's for sale, directly or indirectly, to

the general public are to be classified as common

service providers. Common service providers are
unable to refuse access to their service by either
IP's or users.as long as the price of access ié
mutually agreeable to all parties; they cannot price
discriminate betweeh different users or IP's except

when such discrimination is due to cost differendeSZG;

“they do not have exclusive right to store the data

base of IP's listed on their service, i.e., they have
to permit the connection of thirdéparty computers or

IP's own computers as long as a mutually agreeable




‘price for such connection can be determined and as

long‘as all of the equipment,in question-is - : “i-'

compatible, technically, with ‘the . service prov1der s-\

:and they cannot, themselves, act . as IP's to the1r own"*”

serv1ce, i.e., they cannot own any content 1isted on

~their own service other than thenindex or»directory

listing for thelr service; conversely IP's wishing to

~offer their own.information directly to the public

could not also be a common service provider offering
the content of other IP's.

carriers offering to transmit videotex service to the.

general public arelto be classified as common
- carriers. Common carriers may not refuse access to -

-thelir carriage network:within'its technical capacity

by either common service providers, IPp's, storage

providers, brokers, or users, as 1ong as there 1s a

f;mutually agreeable pr1ce for access use determined

'they cannot price discriminate.between-different

users, service providers, etc., except where there are

differences in the cost of aliowing use of the network

27

by different users, etc.“’; and they cannot act as an -

IP to a service they are carrying or act as a common
service provider if they carry that service

themselves, except in the provision of gateway

‘networks. In the latter case, however, the carrier:

‘can provide no content outside of a master index,




22
user-created user profiles and billihg services."

users of videotex service acquire only the right to

consume or make personal use of the information

content of the data base. Any reproduction or resale

of the data base is subject to the authorization of

‘the IP who owns the content in quéstion or the service
provider who owns the distribution rights, if these

~are transferred exclusively to the service provider by

the IP. 1In other words, users have the right to use
the service of a service provider (at a mutually

agreeable price) and the content of ah IP's data base

‘ '(at‘aAmutually'agreeable price) and to gain benefits

from such use but they do not have the right to alter

the content or the service'or to fesell them. The
same principle applies to the rights of users with
résbect to the carriage network. |

Users, through their ékclusivé'ownership of their
user profilé, have the right to’refuse to allow any
other party td have access to that information,.either
directly or indirectlyzg, either at all or without
appropriate compensation. ~They also havelthe right to
inspect their profile at any time and to require é
periodic purging of infbrmation‘whiéﬁ“is nb 1§nger
raquired by the service provider for any authdrizedv
burpose or for the efficient operation"of'his own h

service.




23

This specification pfoduces a non-attenuated set of
property rights. Thus, it is consistent with the goal of
economic éfficiehcy. By creating Eﬁe possibility of
exclusive ownership rights for each segment of the mafket,

the potential for unrestricted transferability is maximized.

' By creating the classifications of "common service provider"

qnd "common carrier", as these have been‘defined,.the
possibility for service providers or carriers to attenuéte
the rights‘of other market participants.is reduced.

It is important to bear in mind that.there are other
property rights specifications which might have been made
that( given‘the specification, is equally‘consistent with

the goal of efficiency. This particular set of rights has

- been selected because, as subséquent analysis will
demoﬁstrate, it not only produces a noh—atﬁenuated
spécificétion, but, simultanéousiy helps to’achiévé.a number
' of-potentially desirable non—-economic abjectives of videotex

. service.

It must be remémbered thaﬁ efficiency dgoals are not
always consistent with othér objectives, i.e., that
efficiency goals may conflict with other goals or the
moral/ethical values of society. 1In this case, further
restrictions which involve an attenuation of the property
rights of various videotex market participants will be
required, 1f the non-economic objectives.are deemed

paramount. Let us consider these other goals in more
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detail.
)

Society Values and the‘Attenuation"of,Propérty Rights *

To this point, governmenﬁs in Canada,-both provincial
énd feéeral, have made no condréte.definitiye étatement of
" the goals‘for videotex. There have been a numbér of publiq:
statements by politiéians which émphésize ﬁhe;potential uses 
~of.vidéotex, many of which uses assuhe, implicifly, cerééih
sbciepél goals. There has been a fede;al govéfnmeht task

,fbrcezg

which has adressed the issue but whose
~recomméﬁdations have not yet been officiaily‘endo;sed and/or
.implemented. There have been various, indeed numerous,
sﬁatements by bureaucratic officials of both levels of
gdvernmeht.on objeclives and/or uses of.videotex. BUt_tHere
has not been an official setﬁing:down'of goalé or a
-‘prioriZatiqn of goals. There hés béen‘ho_qffiéial
acknowledgement of the~ac£Ual or potential conflict bétween
variousAof the goals which have beeﬁ discussed explicitly or
implicitly. Finally, there has been little attentio&
focussed on the way in which various goals can be achievéd.
It is beydnd the scope of this reporﬁ to.detefmine the
Asbcial goals for videdtex and ﬁo.rank thesé. Since a clear
specification of goals and their ranking by government does

not, however, exist at the present time, we will proceed by

considering possible goals and, without ranking these,
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~analyze tﬁe implications each of these goals would have in
terms of. government imposed restrictions bn'the‘property
rights of videotex market participénté; |
In a 1980 speech, Bernard Ostry;.thén Deputy-Minister
Aofithe_feaeral Department of Communications, set Qut five
. principles or values which ﬁe-suggested<shou1d be the
"guiding principles" for information techndlogiés. These
- 1. freedom of expression ("which encohpasges both freédom.
of speech and freedom to create")
2. ffeedom of access ("which... :mean[s]}public access to
~ the full range of interacti?e»ana”one—way" B
‘teiecommunications servicésr.-npt;..just the passiye
“:recéption of IV or other signais;.}[buti...éctive
‘,inVélvement, whether through cqmmuﬁity chénnels §r
';intéractihg with é Telidon system".)
3. freedom of'enterpriée (ﬁAs to.cdnﬁént, ithhas beén the:
.fgovefnment's policy 'to ensure open access to the
£e1ecommuni¢aﬁions system.- Wheré a carrier aléo
”brovides-itslown information or.proéramhing ser&ices,i
it has been argued that régulation may'be needed to -
| preclude the danger of unfair advantage or
‘discrimination against competing services.“)’
4. freedom of development ("...which meants],national
-development...the need to ensUrerﬁf'economic

independence...to protect our technological




tisovereiénty.,;[through].new technology,[being].h
‘7.deve1oped and_manufactured right.here‘in. o

YﬁCanada.;[forming] the basis for an 1ndustr1a1 strategy.

d‘”:to ensure that Canadian bus1ness can take full

""1;advantage of the new 1nformat10n technologies...[and:

".to] help us strengthen our cultural 1ntegr1ty in the d:}*

x\:face of a deluge of external information“”)'
'S.:the freedom to enjoy privacy (“This freedom extends
;3:pequai1y to national security and to.the safeguarding -
_of-industriaifand trade secrets,.;but,}gmust be -
;weighed:against the publicfs freedom ofaaccess to
‘1information"r)3gg. | | | |

While:Ostry.is not talking'exclusiVely about videotex

S ine setting down thefe five principles, v1deotex is 1nc1uded

in the 1nformation technologies to which he Would apply

these pr1nc1p1es.' If. we take these principles ‘then as

ﬁltrefleCting\societal values/goals; it 1s*on1y clearly'the;
;third principle, freedom of enterprise, which conforms to

" what we have termed the efficiency goal. The non- attenuated

set of property rights“set out in the last section,Would

" then achieve this principle.f‘But"what_of‘the other four

princ1p1es° What are their practical implications for -
v1deotex? Are they in conflict w1th one another, in whole
or in-part? V

- Freedom of expression as\defined byibstry has basically

to do'with IP access to the videotex. market. - At one extreme p-




r“ittcould mean the right of all citizens to be videotex'IP?s
) subject,:oerhaps, to,their.ablllty to pay. At the other
- extreme, itvcould-mean the'rlght of ‘all: c1tlzens to be IP' s
‘1n some’ 1nformat10n medlum though not necessar11y v1deotex.;'”l
.edehls too m1ght be subject to the ab111ty £o pay. If‘Ostrey iff B
”l}wants the latter extreme, there are- no necessary |
“j:,hrestrlctlons which need to be cons1dered for the system of -
.iproperty.rlghts previously spelledlout.- If, however, he
L wantslthe tormer extreme this\is\not the case. If all

,citizens~must have the right to be videotex'IP!s,hthen

common service providers and common'carriers must be

requ1red to prov1de as much capac1ty as is demanded in’

‘:computlngxand transmission capablllty. If th1s r1ght 1s
ufurther not subject to ab111ty to pay, then subs1d1es for
- page creatlon, storage fees, serv1ce fees, etc., must be
]-provlded e1ther through some form of cross subsldlzatlon or
"hﬂdlrectly through government. If all cltlzens must have thetdi

. right of equal access, then communlcatlon costs pa1d by IP's

may have to be distance independent; advertlslng f1nanc1ng
might be precluded since this would,providegan advantage to

large IP's and/or transactions-oriented IP's; and . there,

could -be a need to regulate common.service providers and

common carriers to ensure that their access policies and

their price structure reflect:-this goal,of equal access to

\

all.

Freedom of access as defined bynOstry has basically to.




f{udo uith uSer’access tovvideotex.:-As with IP access, the
iquestion arises as to whether this r1ght 1s 1ndependent of
' ’;;ab111ty to pay. If 1t is, then, again, subs1dy programs of<?
\%[-some form,.such -as government prov1s1on of user terminals 1n:”
r‘iflpublic places, w111 be called. for..;If access must bn equal,ifﬁ
iﬂﬂthen user communicatlon charges may have to be distancet Lo
. 1ndependent, free content, i.e., advertising financ1ng, mav f;&?f
‘be called for, and regulation may be in order. |

fAlternatively the right of access may be-non—equal,

according.to this goal, with socially or physically

'1' handicapped persons being assigned access priority.a

Freedom of development as defined by Ostry relates to

“lmaximizing Canadian equipment manufacture,°Canadian service
*ﬂfprov1ders, Canadian carriers,. Canadian storage prov1ders,
.ﬂiand Canadian content/IP S. Carried to the extreme, it ‘'would
'giattenuate the rights of serv1ce prov1ders to carry all IP s _i
ﬁrequestlng access (regardless of their nationality), the
{rights~of service providers to sell their business“(Versus
their service) tolnon—Canadians;_the rights of users to buy_

- their information from the cheapest source (which might be

foreign) or to buy the information they choose (which might‘-

be foreign); the right of service IP's~to'seek,the’cheapest

source for storing thelr information (which might be a

computer located outside of Canada); the right of service

providers, brokers, carriers, and users to buy the equipment:

' of their choice at the best price (which might mean‘foreign‘z"h'-

. L




‘ manufactured equlpment and/or a forelgn equlpment suppller),yf

_and sSo on.

The freedom to enjoy personal pr1vacy, as'defined by

'mZJIOstry,_relates to conf1dent1a11ty of 1nformatlon but’ could
n'fyalso relate to conf1dent1a11ty of records regardlng users'-f?lk
fand usage of serv1ce.: The latter is con51stent with the
.'Y;non attenuated property rights specificatlon of the
“lfprecedlng sectlon. 'The former, however, may raise problemsf
7i?regard1ng the common property r1ghts 1mp11c1t 1n government fif
" 1nformat1on and the communal or cooperatlve property rlghtsl-

“f'of closed user . groups.

ThlS dlscusslon of how the flve pr1nc1ples set out’ by

‘ff{Ostry m1ght requlre the attenuatlon of property r1ghts as
: 5jfprev1ously spec1f1ed is not exhaustlve' 1t 1s merely
'~iflllustrat1ve of.the posslble 1mpllcatlons;- To prov1de a
'fdef1n1t1ve d1scuss1on would requlre a) a more pr°c1se
*ffdef1n1t1on of the goals and a clear agreement that these are.thi

'the goals or pr1nc1ples to be pursued and b) a ranklng of

the goals in order of priority as a means of resolv1ng goal -

31

confl1cts.' There is clearly conflict 1n these goals. For

‘example, most of the5restrictions3noted just'above conflict
~with the efficiency goal or Ostry’s freedom of enterprise
principle; freedom of express1on wh1ch could 1mply ,

"restrictions on service prov1ders' r1ght to finance thelr

service through advertising is in potent1al conflict with

. freedom of access which may require advertiser financing
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fﬁjdetermlnlng how the v1deotex market can be contalned or

”;ijversus a user pay flnanclng structure, and so on,

The use of the theory of. property r1ghts orov1des a:bt'

Nl

::ff'useful framework for analy21ng the role of soc1etal valuesAk'A

ffgas a determlnant of the des1red market structure for

"'5v1deotex service. It also prov1des a pollcy”dev1ce forl

5re shaped 1n order to satlsfy these values, glven an agreed
ﬂ.fupon ranklng of the" values.” And 1t prov1des a framework for
i‘ﬁ"achlev1ng an eff1c1ent market structure 1nsofar as, h
"»efflclency 1s regarded as a paramount goal What is
.‘jobv1ous, however, is that qulte dlfferent speclflcatzons.of
"‘?:iproperty rlghts are possible and that the type and extent of_f”
b'attenuatlon of- property rlghts can only be dec1ded or |

'ngprescrlbed if soc1ety s values are spelled out and ranked.

‘In Gutenberg Two, Douglas Parkhlll sets out what he_

ﬂ'con51ders to be the elements of a "necessary structure" for
v1deotex serv1ce in Canada.32 ThlS "necessary structure" - as S

defined by Parkhlll, is as follows-'_'

1. Informatlon Prov1ders unregulated and w1th the same

freedom to publish and freedom from censorshlp as. for

the conventional press.‘

2. Total content/container.separation except for
over-the-air, vertical,blanking interval, broadcast
services. T R

3. Cable systems regulated as common carriers subject to

‘the same rules as telephone companies.
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l34.'All prlces set by serv1ce prov1ders."
".55. B1ll collectlon by elther Carrler or serv1ce prov1der .
at the latter's optlon, or by an agency llke a bank,

Co credlt card company, etc., to Whlch both the o

9£3subscr1ber and serv1ce prov1der subscrlbe.r
'.ld. Strlct prlvacy and freedom of access rules w1th both
' stringent criminal penalties and c1v1l redress for

J.m.:i- - enforcement.

ZL;7;3Directory services provided by carriers»as an-
obllgatlon and optlonally by- anyone else.
d'l‘8._Pub11c access databases supplled on a compet1t1ve~-

f‘basls by ‘anyone, unregulated except with respect to

. 'prlvacy protectlon and - flle securlty.,v
‘ l’;"‘rQ. Electronlc mall ‘boxes supplled by the consumer as an
| ladd -on to the normal- v1d°otex term1nal w1th telephone
number as malllng address. | o
f‘lﬂ#-Electronlc‘mail distrlbution_normally by»telephonedv
-carriers, with the exception-of.that"material for
Wthh an acknowledgement of recelpt is not requlred in
Whlch case over the air broadcast or one way cable .
distribution can be employed.
11. Individual ability to "lock" the box against unwanteddd
messages.33
Parkhlll s recommended structure for v1deotex has many. -

P of the elements of the non- attenuated set of property r1ghts

| ' whlch was set out above. - It also has some m_ajor




‘-;pr1ces be set by serv1ce prov1ders" "If h1s def1n1tlon of a>”

‘"galas may be the case, a service prov1der in, Parkhlll'

“““ifpartlclpant has the right to set his own pr1ce, a cond1tlon

"v\whlch is clearly 1mp11ed by- excluslve ownershlp in a

” ydifferences; Most of these differences represent
’irestrictions on property rights which Parkhill would impose. L
‘Butbthe”meaning and;logic~of many\of-these restrictions are

N not clear. For'example, Parkh111 recommends that "all

,gserv1ce prov1der corresponds to ours, then th1s requ1rementi"'
‘5represents a major restr1ctlon on the ownershlp rlghts of

ix:IP s,'storage prov1ders, and carrlers. CIf, alternatlvely, L

‘termlnology is any provider of a service in any segment of

“rthe v1deotex market,qth°n all he is saylng is that each

fﬂnon attenuated property rlghtS speclflcatlon.
The reason for quotlng Parkhlll's necessary structure,
'however, 1s.not to criticize it, per se.» Rather it is to

empha51ze,.again, that the question of market structure-ish'“

‘vultimately a question of property rights; that property
rights‘theory can be‘used to anaiyae the implications of
alternatlve videotex market structures‘ that the deslred
.economic and soclal pollcy goals must be fully speclfled and
ranked before alternative market structures can be evaluated

" or compared in any. terms other than_those‘of economic
efficiency»criteria; and that goal specification anderanking.m
should'precede the.specification of:property rights, |

- Parkhill's structure proves ambiguous. or inconsistent in




o cholce...and fairness to the broadcast licensee“

, .133. »A __

"'part because the economlc and soc1al policy goals are not as_ff

fully spe01f1ed as they should be and, 1n part, because goalf3-

'achlevement is’ related to nominal market and/or technical

characteristics rather than the underlylng property rights

(1i1nherent in. those characterlstics. If you want all IP s to ;f‘

rhave non discrimlnatory access to v1deotex networks, for'
'example,'ls 1t possible to exempt over the alr, vertlcal
‘blanklng 1nterval, broadcast serv1ces from the

~content/carr1er separation requirement?\ Parkhlll S reason_

‘»7;ﬁfor.this exemption is'based‘on‘the ektremely limited

x“:¥ capa01ty of the vertical blanking 1nterval, Wthh in turn
' [leads to his. recommending that broadcast licensees have

yiﬁfEControl over the 1nformat1on content inserted-into the

Jﬁf,vertlcal blanking 1nterval, 1nclud1ng the right to. 1nsert

'their own lnformation.34

lf’grounds of "easc of regulation, max1m121ng public

35 This-
' ratlonallzatlon, however, does not necessarlly require the

non- dlscrlminatory access principle to be waved. Indeed 1f'

’ contalner/content separation were-enforced at the same time

vas exclus1ve ownership rlghts to the vertlcal blanking

1nterval were vested in broadcast licensees subject to

non—discriminatory pricing, then theﬁavailable Content space

“on the vertical blanking_interval could be'rationed through
36 -

~the price system. There is also‘anotherioption»which

Parkhill does not appear to consider. _The vertical blanking -

This recommendation is based on the gx",:*?f
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"if{finterval could be separated and made transferable exclusive e
iff.of the. broadcast channel it is. ass001ated w1th and declared
'i?:ia\common property resource. The government would then be in?'i -

':Fca p051tion to. dlrectly allocate control of the use of the*h N

5 resource,‘or 11cense private operators to manage 1t or to ..

o auction lt off to the highest bidder.a From s001ety 8 p01nt5;;

;,of v1ew, the overr1d1ng objective should be to max1mize the‘i

"7>5<rg‘benef1ts of the reSOurce.. A market procedure ‘such as

*Qpauctioning off the vertical blanking 1nterva1(may achieve

‘“-fithis more closely than a non- market procedure such as

lﬁ;jlicens1ng by an administrative tribunal

." . . Identifying Alternatives by Segment '

:hffl*t»~ ;The non~attenuated propertyirights specification set .

'"ﬁﬁfout above w1ll ‘be used in the balance of thlS report as-a

. base. spe01ficatlon by which we can judge.f o
1. ‘the property rights arrangement and resulting market
structures~wh1ch'could evolve if the-market is left on

gits own and

hzlhthe property rights 1mp11cations of governmentfimposed.
:restrictions to achieve non-economic or non- eff1c1ency:
goals. | |
As a first step in thlS analys1s, it Will-be useful to
con51der the alternative poss1b1e arrangements which might .;

.  be. obtained in each market segment This review w111
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";1identify*not-only possible alternatives but™also major

- issues of concern.

s Alternative Market Structures .

”ijAlﬁ'Infcrmaticn'Providers‘

'”‘ithe market 51nce the quantity and quality of the 1nformat10n_ﬁ
itﬂribase w1ll be a fundamental determlnant of user, acceptance‘

7f:and use of the system.

~The question of "who will be an IP?" will depend, interlf

alia,-on'suCh factors as the cost.cf being an.IP, the degree

/

-~ of control over content exercised by service prov1ders,

" service. prov1der policy respecting ownership of the .
‘,t;ilnformaticn_base, the willingness of,serv1ce prov1ders to-

,:allcw'third party compntersvto connect to their host |

‘>cemputers}?éervice;proViders‘ policies regarding.
”J;_"spcnsorship“ of individual'data paees‘and the ability of."v

J‘IPis‘to charge users a fee for the’use,of their data base. -

Serv1ce prov1ders and/or carriers could be IP's, iff.f

‘they are unrestricted in this regard.- If so, they might

have strong incentives to closely control‘ccntent and IP
participation. If service providers opt for an

advertiser financed system, private IP's seeking to sell

- their information base, might find themselves precluded from

participating in the system.

Another aspect of the identity question is whether the -

Informatlon prov1ders are an obv1ously key segment of Ll
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h;wsystem w111 be structured to favour prlvate 1nd1v1duals or

commer01a1 enterprlses act1ng as. IP's. ThlS w111 depend on

='~the serv1ce or1entatlon of the system (transactlons versus
ST 1nformatlon retrleval, forvexample) and on the f1nanc;ngx

';Lalternatlves chosen.

Tyomother_issggs relatlng to the 1dent1ty of IP!' s are{

*ﬁill) the role of government -as an IP and 2) the natlonallty oft1f
"fff IP s and/or the content of IPs' data bases. 'Concern over.
':p0551b1e manlpulatlon of. publlc oplnlon could argue for

3restr1ct1ng government' s role as an IP whlle purely economlc}

con51deratlons would likely make government one of the

‘1argest'(1f.not_the‘largest) IP's in the country.- It 1st5
'___possible;ffor example, that once certain levels of market

penetration have been achieved*amongst usershthatg_

! J

regulations requiring public‘availahility“of certain

- government 1nformatlon could be legally satlsfled by puttlng‘

the 1nformatlon on videotex" rather than prlntlng it 1n hard

“copy. ‘Such an option could quite literally save the

 government millions of dollars in printing costs,

distribution costs, and storage.
Concerns over foreign domination'of‘Canadian'videotex
could lead to a policy restricting the nationality of IP's

and/or'the’content of the information_base; \This is

~obv1ously a concern for 5001a1/cultura1 reasons but there

may also be economic 1mpllcatlons of major 1mportance. For

~f'examp1e, 1mports~of 1nformatlon;serv1ces by Canadlans might

)
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havé serious balance of payhents impliéations as well as
employment imblications for Canada;A If nationality
.restrictioﬂs'a;e not imposed on thg market, however, it isva.‘
- wvirtual certainty that efficiency considerations will lead
to major U.S. content and U.S. If's on Canadian videotex.
'_'The,willingness of videotex consumers to make*dse of
varioﬁs services (information) willjngcgssérily play a major:
role in the provision of specific types of_éervice_by
individual IP's. But the issue is far more comblex.than-
fhis, For_example, an advertising financed Sgrvice
»(analégéus to the financing model_employediby.fadib and
iteleviéionf may eliminate many private IPYs.who are unable
 or uﬁwiliing to finance themseles ahd who canﬁbt find . a . |
sponsor for their material. Whether or not free computer
'storage/system access is provided.to public. interest,
non-profit organizations, who afé"otherWise'dnwilling'to 
 -ideﬁtify tﬁemselves with commerqiai sponééré,:éould
'seriouslyiaffedt the avéilab@lity §f information frdm,'and
‘about, such organizations. : |
| _If:videotex éé:vice‘is to be paid for on a user

financéd scheme, the pqrticular pricing structure adopted
may greatly influence the informafiqn basé.l.Flat rate
subscription fees or block subscription fees'(i.é., puréhase
of either a given number of pages or aléiven amqﬁnt of”timeS
will ihfluence IP's in quite different ways than a |

pay-per-page or per-individual-data-base scheme.
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”f‘BgA_Videotex brokers

“”k&yBroker serv1ces may be integrated forward or backward w1th -
;{ other market segments or they may. be operated by 1ndependent:le
2 fiagents1. For example, broker serv1ces may be part of the-
h[; package-proylded by the service operator. Such an

s arrangementvcould seriously hamper the degree of effective

competition between different service providers, especially
in relation to small IP's. Alternatlvely, IP's could

provide the1r own broker serV1ces. ThlS s1tuatlon could

"prov1de an effoctlve barrier to entry for small 1ndependent‘
V:IP s who either lack the skills, or who cannot afford, to

‘l broker thelr own data base.

Even when brokers operate. as 1ndependent agents not

‘_d1rectly employed by service prov1ders, the1r 1ndependence

may be only nomlnal It is conce1vable that nom1na11y

'11ndependent agents may choose to assoc1ate themselves

predomlnately with part1cular service prov1ders. Such a

s1tuatlon could 11m1t price competltlon between service

.prov1ders. It could also produce d1stortlons/1mperfectlons

in the broker segment of the'market.

If, as is likely, broker-type services are provided by'

a combination of 1ndependent brokers, self brokerlng by

e,

large IP s and d1rect sales by servlce_prov1ders, the

1ndependent broker ‘may" be “squeezed" 1n such a 51tuatlon

K s e o N

with consequent implications for the .e‘ﬁf\?q.t,iy,e. participation
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. of smalipindependenttIP's;

. C. -Storage Providers

The poss1b111t1es for 1ndependent or th1rd party
V;;computers to connect to the v1deotex network w111 be of
‘*{s1gn1f1cant 1mpact to the questlon of who prov1des storage"

fffac111t1es for Ip! s data bases._ Theoretlcally, storage\'

V"could be pronded by IP's themselves (using the1r 0Wn~_

'r"fcomputers), it could be prOVlded bY brokers, or it could be s

’jprov1ded by service- prOV1ders.-

Whlch of these optlons u1t1mate1y domlnates will. depend‘
"on a) the fee schedule for storage where storage is prov1ded
~\»_'by brokers or service prov1ders b) the serv1ce prov1der s
“‘sfee schedule for. prov1s1on of a computer to- computer

;:folnterface where storage is on. a computer other than the

'serv1ce‘prov1der s own, and c) the - w1111ngness of serv1ce
providers“to ailow third party computers to_he linked to
‘2_their'system.‘ N | | |
Storage charges it is 1mportant to reallze are 11kely
- to.- represent a 51gn1f1cant on- g01ng cost to IP 'S

' participating in the videotex market. The degree‘of_

competition in the storage provider segment of the market

- will 1nfluence how closely storage charges reflect the
underlying cost parameters.‘ In turn thlS will 1nf1u°nce the

. extent to which storage fees act as a barrier to entry for

‘A
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"IP's and/or system users.

For videotex transactions services such as electronic

.banking from the home, travel reServations, shopping, etc., °

-thifd pafty_computer connections will necessarily have to be
offéréd by_sérvicé providéfs. fﬁe Sefyice provider‘s
.cdmpuﬁer‘inysuch cases will be a gateﬁay computér providihg
aéceés to the computers of banks,_airlines,‘etc. Whether |
‘”éérticipétion in the offering of transactions services
.requires IP's to provide their own computer is, however, a »
different question, the answer to which.could.haveA |
iﬁplicationslfor.the number and~rangenof IP‘S participating

- in transaction services. .The threshold point for

pafticipating will, under this condition, be a function of o

the cost of acquiring and»operating a videotex compatible
H.'cohéutér~with a transactions service capabiiity pius the
cost of the interface with the service pfovider's'gateway
'computer (except in cases where transactions service IP's
act as direct sefvice providers). |

For electronic mail type services where users become
IP's in terms of their interaction with other dsers, the
storage issue takes on yet another dimension. The user's
terminal in this case could quite conceivably be a
~micro-computer such that, if a permanent recdrd of
"conversations" ié desired, the user/IP could provide his
own storage. This would, however, require that such‘

micro—-computers be able to connect to the system at-a price




“which is not prohibitive.~'The issue'of confidentiality,may '
. also be of 1mportance here. If prlvate information flows

'.from user to user - pass through the host computer,of the

; v1deotex network, if only nomlnally for routlng purposes,

.”fthe p0551b111ty exists for the host computer to retaln a-

record of the message content Reasonscfor dolng this mlght

“febe entlrely 1nnocent,_re1ated for example,-to the need to.
V have a record for b1111ng purposes of the number of messages

'transmltted The reasons for d01ng thls,mlght also be

proflt—related.

.1confidentiality is a generalfconcern with videotex.

*vConcelvably, “for the 1nd1v1dua1 us1ng v1deotex exten51ve1y 4

'ifor 1nformatlon retrleval, transactlons, and correspondence,
-:h’the host computer could wind up w1th a record of what the
‘nf‘person reads and buys, whom he corresponds w1th and what he

“says, banklng/flnancial 1nformat10n, and SO0 on. Whlle‘ |

f regulations constraining permanent storage‘of‘such

'dlnformatlon or the form in- whlch such information is held

© _can be 1mposed to curb this practlce, the form of maket

structure could make thls practice more 11ke1y and/or the

enforcement of regulatory safeguards agalnst the practlce

- more d1ff1cu1t For example, a pr1c1ng structure for users

5based on'a "per page" or "per event“ formula will requlre

the service provider to log more information about
individuals' use of the service than an annual subscription

pricing schemepor an IP/advertiser financed system. The
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h.greater is the number of service providers and/or‘storage
providers,‘i;e., the greater is the.number‘of computers
voperatihghih the system, the greater is the possibility for
.some to engage in this practice w1thout be1ng detected. In
;aother words, all other things equal, the problem of
"enforc1ng regulations designed to safeguard confidentiality
‘becomes more difficult the greater is the number of
'computers or computer operators to be monitored. On‘the
other hand, and perhaps more significantly, the greater is
‘thé number of computers operating in- the system, the smaller
7l1s the probability that any one of them w1ll be able to

amass a complete file on an 1ndiv1dual.

" D. Service Providers-

V.Service-providers are a key\segment of the market and,
in a very real sense, are potentially 1n a position to
\control or at least profoundly 1nfluence the structure of
the overall system. Thus the structure which is adopted for
.‘the service provider segment of the market\will be a major
influence’oh the overall market structure.

The number ofvservice providers who ultimately'enter
the market will be of importance to the leveliof_effective
competition. All other things equal, the.greater the number
of service providers the greater the level of effective

competition. At the same time, the fixed costs associated




'*ﬂ‘serv1ces, malntenance serv1ces for users and marketlng

"f{7serv1ces could act to restr1ct entry and foster a relatlvely O
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wa1th acqulrlng and operatlng a host computer, a bllllng

"1‘system (dependlng on the flnanc1ng scheme adopted), software

”7fsmall number ‘of large prov1ders.A ‘It is. 1mportant to
'rdlstlngulsh the cost of entry for a serv1ce prov1der from

1the marglnal cost of serv1c1ng an extra IP and/or anf.
1ncremental p1ece of 1nformatlon.37.

ITE user access to service prov1ders is d1rect rather

'tthan through a carr1er operated gateway computer, and 1f at

aleast some: major serv1ce prov1ders 1nst1tute a subscrlptlon

7=fee for users, the potent1a1 for an ollgopollstlc type

:_fstructure for serv1ce prov1ders becomes greater.

5]51m11ar11ty 1f per un1t costs for storlng and proce551ng
'glnformatlon decllne as volume grows, then, agaln, a small

iffnumber of 1arge operators w111 be .more’ 11kely. Wlthln the

'kbcapac1ty 11m1ts of a large computer, decllnlng un1t costs.'

hare llkely and there could also be scale ‘economies of at
_ileast a mlnor nature ‘in adding on machlnes to an ex1st1ng
h;system.y

Service proyiders.could be‘independent public
Aoperators, major Ié's, and/or'carriers. ‘Linkages between
fserv1ce prov1ders and the IP, broker, and storage prov1der‘
segments of the market have been prev1ously mentioned.
“Carrier 1nvolvement in the serv1ce prov1der segment of the’

”;market,;however, has not yet been discussed.
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. Some serv1ce prov1ders already in the market haVe

“ﬁargued very strongly that carrlers should not be permltted o
“to be. 1nvolved in storage,~process1ng, or. content act1v1t1es
hexcept at. arm's length. Their fear is” that 1f the |
'forganlzatlon wh1ch controls the means of dellvery 1s also
~l“compet1ng 1n any of the other market segments 1t W1ll be in.
:tﬁh?a posltlon and have the 1ncent1ve to. operate the network 1n*'
qflts own favour.. Th1s is not an unjustlfled fear, 1n~the
igabstract.‘ Indeed 1t is not obv1ously clear that even an
7j7arm S lendth part1c1patlon by carrlers in the serv1ce
l.prov1der market w1ll be a suff1c1ent saf°guard agalnst such

lgpract1Ce.Q

”On the other hand, the common carrler telephony

: f‘companles have demonstrated an interest and des1re to act as

serv1ce prov1ders. It is the telephone companles who are 4."

L undertaklng most of the v1deot K f1eld trlals in. Canada
acting not only as carriers but’ as,serv1ce prov1ders,

_storage providers, and, in some'cases, IP's.-‘An example of .

the" latter type of 1nvolvement would be, for example,
electronic yellow pages directories. Cable TV operators

have also expressed a keen interest in v1deotex{serv1ce.

While only one cable company is currently actively involved

in a videotex field trial, most cable companies are

currently mak1ng plans for the 1ntroductlon of a varlety of

non-broadcast services such as pay-TV, electronic monltorlng

of home services, burglar alarm service, and other emergency . -




~ services. Videotex is seen by many cable companies as a
‘natural'field into which theyomight~move once they have'set.

5';up the two-way capability and the address1ng capability all

envisage themselves acting as service oroviders.
.prov1ders that it would be a 1egit1mate function for

-operate a billing/collection system, although these are not
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of these other services will requ1re and given that they -
feel v1deotex w111 be an obvious. addition to this total |
"basket" of serv1ces, the complete basket being an important
component.in their perception of ‘consumer acceptance. Both

telephony carriers and cahle‘companies thns appear to

It is generally agreed amongst non-carrier service

carriers to maintain a central directory or index and to

seen as: necessary functions for carriers. 1If this were

done, however, carriers would take on a mod1f1ed

service-provider role. Thevaould still not be 1nvolved in
the'selection, storage or processing of the information base
but they Qould be undertaking a;potentialiy important piece
of service provision, especially in providing a central
directory_service. |

‘An obvious extension of the function of a central
directory service would be the proyision of”a_gateway
computer. It can be argued that'a'gateway system is-most
likely to.maximize the participationhof small IP's and small
service providers and produce greater effective competition

in both of these segments of the'market; If the gateway



‘system inyolvéd transparent connection to_independent
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service préviders, there mightlbe_ét least a nominal
perception by users that the service was carrier provided.

Two other issues are pdtentially important with regard
to the service provider segment of the market. First, thére
is thé issue of whether non—Canadién service providers
éhoﬁld be permited to direcﬁly offer service in Canada.
éécond, there is the issue of how much control, if any,
sefvice providers should be able to, or will, exercise over
the content of the information base offered on théir system.
At one-ektreme, mény obs;rvers would argue ﬁhat sérvice 

provide;s_should own no content themselves and should

exercise no control over the content decisions of IP's who

- wish to put up content. 1In other words there should be

completely open access to IP's, all of whom should be

treated equally, a situation which might not prevail if

- service providers also acted as IP's and owned content

themselves. At the other eXtreme, séme (potential) -service

.providers argue that they must play some role in the

selection of content because- they must answer to their users

for qualiﬁy, for users preferences and for usage patterns.
Moreover they express concern regarding potential legal
liability in such areas as éopyright 1aws, merchantabié
quality of information, and obscenity laws and assert that

this céils_for some degree of content control.

In a broadcast mode, teletext service, because of the




“*Q;severe llmltatlon on capaclty, may have to be subject to

'r"fcontent control._ Use of a fu11 TV channe1, rather than justi7

‘f”fthe vert1cal b1ank1ng 1nterval on ex1st1ng TV channels,
v‘fwould do much to allev1ate thls constra1nt but would Stlll

‘7*f7not e11m1nate 1t altogether 51nce there would Stlll be a

5very f1n1te llmlt on the size of the 1nformatlon base.

"-ZE Carrlers

Mentlon has already been made of the llkely competltlon“

']vbetween cable TV. companles and telephone carr1ers in the

'_‘dellvery of serv1ce. Telephony carrlers have a clear

N‘ wam ._..»-..—--—-—__—.——»- vt et s e e b Sy

"advantage over cable operators at present 1n the1r 1evel of

. ..,..._.,___ o e i s A N -

vhpenetration, notably in _non- urban areas and in. commerclal

~f;f"fbulld1ngs.; Cable- companles historlcally have not w1red’"l.«

ficommerclal bu11d1ngs because ‘the. potentlal market for cable

,”rTV serv1ce w1th1n thlS group 1s very low.p The v1deotex

ffmarket, however, could be qulte 1arge.. In a 51mllar ve1n,gr
cable TV in Canada has been largely an urban phenomenon

un11ke, for example, the United States, where major urban

' centres were not the initial market for cable TV. Telephone”

' carrlers in Canada, on the other- hand have devoted major

‘”attentton to the business market and have 51m11arly devoted

major attentlon to rural service, often under dlrectlve from

‘ regulatory trlbunals and/or government. Cable companles

also suffer the relatlve dlsadvantage that,_at the present




- services.

T L

time, cable systems are one—way. :Two—way capabilityhcanvbe

'added to the present system but for 1nteract1ve v1deotex the';+ﬁA

»technology presently at hand for dolng thls may pose some
problems,cforymost transactions and.electronlc.mall_type
_ 38 . _ _ .
~ On the other-side, cable operatorsthave the advantageP;
that their systems>are completely’wired'with'coaxial cable,‘
which provides them.with a major advantagevover parts of;the~;
telephone network which are still using copper wires. - With n
ithe expected 1ntroductlon of flbre optlc transm1ss1on-11nes N
h1n the future, however, th1s advantage may be only a short
.fto med1um term one for the cable companles.' Th1s, of
course, depends on how qulckly the telephony carriers move
“1fto convert thelr cable system to flbre optlcs.; Perhaps more
dlmportantly, the speed with wh1ch the telephony carrlers
*.convert to a Eully digitized sw1tch1ng system will. greatly I
1nf1uence the relatlve load capaclty of the telephone
.rcompanles versus cable companles. |
A potential problem in- the carrier or d1str1butlonj

segment of the market is that users,-especlally re51dential"“

users, would undoubtedly prefer a single wireé into the home, f‘fl".

: with.all-inclusive service provided~through‘the one‘line.
This'problem gets compounded if, ln-addition‘to'separate_
1ines,.different carriers‘require their:own “black boxﬁ'or
.‘decoder ‘for connecting the serv1ce ‘to the telev151on set..

S If for technlcal or f1nanc1a1 reasons, users are forced'to L




’*ypmake a ch01ce between d1fferent carr1ers than they may 1n:ﬂg
”fgturn be 11m1ted in the choice ava11able 1n the 1nformatlon
affbase(s) prov1ded through a partlcular carr1er.s To the
.,extent that carrlers are’ kept separate from the serv1ce
ifﬂ;:provlder segment of the market and users make dlrect contact”
3ﬁ_'w1th the service prov1der of the1r cholce, thlS problem may ﬁ‘l

f?ibe reduced, although 1t would Stlll not be ellmlnated..‘

N\leoreover, to’ the extent that v1deot=x is prov1ded by
| carrlers as one part of a package of home computer serv1ces,_;iff“
“"‘the consumer s ch01ce of carrier may be based on the

”yinon v1deotex components of the package, a s1tuat10n Whlch
ﬂﬁﬁjdevelopment of v1deotex serv1ce.
H.Tthere is.- one other present carr1er system, broadcastlng, and

4espec1ally g1ven ant1c1pated advances 1n satelllte and small

R fearth,statlon_technology.

- as and when small earth statlon technology evolves to the
' point where it becomes both techn1cally and economlcally

feasible for private’ res1dences to.1nstall the1r own earth
' statlons, a means of dellverlng v1deotex serv1ce which -

: bypasses both the te lephony carr1er and cable operators
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’

\

could inhibit the use of v1deotex‘and hence, the overall

In addltlon to telephony compan1es and cable operators,

the potentlal for other carr1er systems to emerge,'; A ,y,"ff:

'Looking'at the latter first, it couldfwell'develop that

" could emerge. If the earth statlons in- questlon are merely

r°ce1v1ng dlshes the videotex serv1ce offered w1ll be only




50

‘ﬁ:one—way teletext type serv1ce, analogous to the presently

”&”firavailable broadcast v1deotex which 1s discussed below.‘ IE a
'?”:f:satellite “uplink“ capabllity 1s 1nc1uded, the serv1ce could?
Efirbe a fully 1nteract1ve two—way system.p Large computer__:"';
- fimanufacturers in the U S. are- currently 1mp1ement1ng orvv’
"iigcon51der1ng such systems for bus1ness sector teleprocess1ng
h7$usersv, While these satellite networks are not intended for
'rf?v1deotex, ‘once. the carrler option exists, 1t could be used
'ffln this way. Tt is worth noting that to the extent that thefi”
- present carrlers are permltted o, also be serV1ce prov1ders{jiiii*a1:.'i
L{’they could have greater leverage to prevent the emergence ofjfk"dﬁtﬁﬁ

‘;chis option in. terms of actual usage. Their 1ncent1ve to doff?gjfiti'\

:yyso would be the protectlon of their 1nvestment 1n the

3.ex1st1ng network a charge which has been 1ev1ed agalnst them;fﬁivffif?u

'”,telephone carriers 1n Canada already 1n the context of uSing f:75”~

;(or more correctly, not using) satellite transmiss1on f
-“.systems for conventional telephony serV1ce..iQ
Broadcast videotex 1is a th1rd carrier option which 1s -
'.already-avaiiabie and which 1s_be1ng used in at-least two
‘presentifieid trials in-Canada;‘ Broadcast v1deotex has the
iadvantage of being re1at1ve1y 1nexpen51ve and ea51er to |
‘update.or change compared to on—llne-service. it;haS'somef
distinct disadvantages however,'iFirst it.is a.one—way |
_system, i.e., a teletext system, which 11m1ts the types of
uses. to which the system can be put.; Transactions serv1ces

or correspondence services of the electronlc mail type are:

\




'notfpossible on such-a system, for.eiample.;;Second at:anygd
fpgiven time, the daLa base which can actually be rece1ved by'f}
iﬁfkftthe user is extremely 11m1ted.: Only Zﬂﬂ frames can be
Jiinserted into ‘the broadcast spectrum at one t1me, 1f the
‘;ateletext service is. prov1ded by making use of the vertical
t,blanklng 1nterva1. ‘This constraint is. far less severe: 1f a.
::dfuli channel capability is assigned to.the teletext serv1ce fox:f

efbut*a'finite limit (1n the order of lﬂ ﬂﬂﬂ frames) still

remains. .Thus, on a given day, a user WOuld not necessarilyys'

‘_be able to access a partlcular piece of 1nformatlon.

,On-line serv1ces-have no such 11m1tatlon and, in terms‘of}
-Alnformation available, are subject only to ‘the constraint of:
'the quant1ty and nature of the information base which has
been put up on the computer network | Third, the limitatlon B
Xa-.on the daily information base which is broadcast necessarllya
:l"means ~that IP access to the system w111 have to be

restricted and that the serv1ce prov1der may have to"

exercise some form of "ontent control.

‘-Not unexpectedly, cable operators may be more
interested in providing-teletextiservice than full, two—way_:f
videotex. Their existing access_to a_relatively large \
amount of unused channel capacity, the costs of converting

their present system to two-way, and the suitability and

~hence viability of teletext as an advertising mode are .

‘'reasons to suggest that this is the way the cable companies’

might wish to go.39
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_' ' B A flnal polnt to, note regardlng carrlers is: that a -: ) \
h number of observers malntaln that the present publlc .
transm1551on/sw1tch1ng network of the telephone carrlers

w1ll be 1nadequate for high volume v1deot°x usage, resultlng

1n frequent delays in gettlng on-— 11ne, reduced quallty of

receptlon and potentlally, perlodlc system breakdown due toh
.iv overload.. How serious a problem thls may - be is uncertaln.-.

When and 1f the telephone carrlers achleve un1versal d1g1tal

SW1tch1ng and opt1cal flbre llnes, any load constralnt w1ll‘

rr:dlsappear,_.The real questlon is how qulckly these
:Ntechnologies will.be adopted across.the board and whether
._;‘. .the development of the v1deotex market W1ll be held up | :4‘fyﬁ:;'.,!
| .;wa1t1ng for these changes to occur.v As long-as a load
~ . :-.‘;'_"A.constralnt ex1sts there could be ser1ous 1mpllcat1ons for
) market acceptance, and hence growth of a v1deotex system'

whlch relles on the publlc sw1tched telephone network.

P, Users

The number of users and their 1dent1ty wlll depend on
) the capltal cost of joining the system b) the price
structure adopted for videotex and’ c) the range of services
provided by videotex.
At present the cost of a videotex terminal ﬁalls, on
average, in the range of $1500 - $2QQ5, If this.price were

to continue to hold, then the number of participants would:

v ’x




| i7ﬁbe adversely affected and the part1c1pant group would be‘jpf g

'“ﬁfdominated by the relatively affluent. Qut this price 1s*not?f:i

“{5'expected to=hold~‘ Termlnals~are already'cohing down . in

'u'prlc As w1th the whole micro- electronics 1ndustry, 1t~canfek
obe expected that the price w1ll_cont1nue to-fall in real
'terms over the foreseeable future.4g

The pric1ng structure adopted for"use'of-the~system is .

'”jvlikely to be a greater and more 1ast1ng 1nfluence on- the. . .

,Fnumber and compos1tion of users. There are four general{
' \pricing options for content to cons1der.\ First,-the content

{ifcould be "free"<to users. In this case the content would be

-“-financed or paid for by charges 1ev1ed against IP's and/or

: advert1s1ng revenues.. Second ‘users could be’ charged on a

f“subscription fee bas1s which is unrelated to usage. Thlrd,_f p”ﬂg!,ﬁf“

‘fusers could be charged for usage, based on - e1ther number of -
pages or time, With the poss1b111ty,'1f pricevis of a |
fper page type, oE employing a differentlal price system;
»i €.y charging different prices for. different elements of
the»data base.' As a fourth optlon,»combinatlons of(the
above~could be introduced. RS

Offering the information service free‘to users would
increase the number of users and the volume of usage‘and‘put
“the service more in reach of 1ower income:persons, The:user~
- cost of being'on‘the videotex network vould then'be only the
" cost of the terminal and the cost-of comhunications or

carrier services. The latter might conceivably be paid.for‘




\nby‘theyservlce provider, being'absorbed;into the service

}fiprovider's“cost structurel If it-is”not; then the effect

5?vmay be to promote more decentrallzed data bases and/or more

:’{communlcatlons charges.

V;serv1ce provlders operatlng at a local or reglonal, versus aa

»lanatlonal,.level, in order to m1n1m1ze long d1stance

4l To the extent that users pay

*“dlrectly for their communlcatlons costs, the service may be_”ifx”'

"]'blased heav1ly towards major urban centres versus rural

jfareas or. small urban centres.
Present tariff structures of telephony carrlers do not

"employAusage—senS1t1ve prlclng'for 1ocal serv1ce. Wlthln e

Vl:rlocal calllng areas then, assumlng that users are served by

L local serv1ce prov1ders, the marglnal communlcatlons costs

&for use of V1deotex service w1ll be zero. But local serv1ce ol

: prov1ders are unllkely to exist outs1de of major urban
centres._ Thus, although smaller urban centre and rural areah;
f_users w1ll have lower communlcatlons costs in using the
'ylocal serV1ce offerlngs of nearby urban centres versus the
cost of on- llne connectlon to a natlonal serv1ce, they w111
still face a positive incremental usage chargelfor o
cohmunications unlike the users in the same calling area as
the local service provider. One posslble solut1on to this
problem wh1ch is actually being used in the “Grassroots“
system in Manitoba is for all users to pay the same charge
_vfor;conmunications, say, for example, 5 cents per minute{

This in effect, creates a cross—-subsidy scheme, with users
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;.jmho are 1n areas closest to the computer 1nstallatlon
“ftsubsldlzlng those farthest away.  This example is clted onlyu
'5fas an 1llustratlon of one way 1nAwh1ch th1s problem is belng_
»handled. | -
The'use of a fixed, annual“orlmonthly,isubscription fee

f?‘lmposes a higher barrler to. entry for users than the flrst

.optlon of prov1d1ng the 1nformatlon base free. It does not,~f'7”*"”

V*.however, 1nfluence the extent or volume of" usage. The third -

‘-f}woptlon, of a usage—sensltlve prlce structure based on un1ts

‘fof t1me or un1ts of information, does have 1mpllcatlons for .

- volume. From a pure economic efflclency p01nt of view th1s.f:~

-optlon is superlor to the others.: However, if
-,non efflclency goals, espec1ally equlty goals, are deemed

. more 1mportant, then one of the other optlons mlght be the

'37best overall. In th1s regard the “fourth option of -

combining the other‘three in some fashion may»provide a
reasonableﬁcompromise. | - o

User acceptance of vldeotex,ii.e., participatlon ln thef
‘system, may.also bevinfluenced by‘the'range.ofvservice

offerings and the content of the_information base. As a

general proposition, users will be willing to bear the cost .

of joining the system when the value of a particular
videotex service or combinationAof‘services~for which they
have a perce1ved use passes the cost of 1n1t1al 301n1ng and

on- g01ng participation. Particular information 1tems in

themselves. are unlikely to put home users over this
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'”'-'threshold entry point, although 1t is concelvable that a-
j{basket of 1tems m1ght do so. Transactlons serv1ces on the
"'lother hand present the poss1b111ty for major savlngs both 1n

',money, time and COnvenlence.

The magn1tude of potentlal sav1ngs to. be reallzed on

¢*”transactlons 1s seen by some as -a’ key element in gettlng

'fﬁjconsumers to joln the system. Once the dec1s1on to 301n has

v ibeen taken, the marglnal or 1ncremental cost of u51ng other

' 'aelements of the data base w1ll be relatlvely low and hence:

jmpart1c1patlon across all categorles of serv1ce w1ll grow.

'Thls 1s not an unreasonable scenarlo but 1t does pose - a

p0551ble.conf11ct with those observers who feel that themf

ultlmate soc1al value of v1deot°x lles 1n 1ts use’ as a

: publlc 1nformatlon medium and as an 1nteract1on medlum
‘"f}“between users rather than a commer01ally orlented
:ﬂtransactlons medium. Even 1f one agrees w1th th1s v1ew,

' 1however, a commer01a1 or1entatlon, at least durlng the .

formatlve years of v1deotex, may be necessary to help

destabllsh the system.. Bus1ness users, 1t should be ff‘A

'.emphaSIZed, represent a'very important segment of the

‘potential videotex user group. Much of the above discussion-

has been put in the context of-residential usersubut; in

general terms, applles equally to bu51n°ss users. ‘Indeed,

i based on cr1ter1a of ability to pay and potentlal value of

1nstant-access to certain information 1tems;and/or,of

feinteraotion with already defined business associatesf the




'market structures;has‘a),1dent1f1ed_a-var1ety of
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j'buslness user group may prove to be a domlnant focus for

many serv1ce prov1ders 1n prov1d1ng an 1n1t&a1 ‘user core.

o ThlS w111 mean that 1n1t1a1 serv1ce offerlngs ‘are 11ke1y to
. be. h1gh1y spec1a11zed and aimed’ at partlcular groups of
;buslness users. ."Grassroots", whlch 1s almed at farmers, is h;"':

'5;‘a good example of thls type of marketlng strategy.

The d1scusslon of thlS sub sectlon on alternatlve

'

,'” alternatives'within'each segment of the market”and b)
‘ 1dent1f1ed a number of 1ssu°s/prob1ems/concerns ass001ated

' w1th these alternatlves. In partlcular,,the ;ssues ofe

~1ntegrat10n between market segments, Elnan01ng arrangements,

"prlce structures, centralizatlon of data bases and .

-.'accesslblllty both by IP's and by users are seen to be'

partlcular{yﬁimpgrtaQLJ,_These 1ssues w111 now be related to

e e

the prev1ous dlscus51on of property rlghts and the base

speclflcatlon of a set of non- attenuated property rlghts. ‘

Market Integration

In Gutenberg Two, Douglas Parkhill argues very strongly

for "the principle of Content/Container separation in which

. there is a legal wall of separation between those who

distribute the services; i.e., the Electronlc nghway

‘operators and those, like pay—TV producers, videotex

nd2

information providers, etc., who provide them. Parkhill



'f_argues that there are two further conditlons which should L

E accompany this separation of content and carriage.

.”_lgvan obligatlon on ‘the part of the Carr1er to meet any

reaSonable demands for serv1ce, and

*f-fvz; a. legal requirement on. the part of the Carrier to o

distribute the serv1ces of all suppliers on a .

' non discrimlnatory baSlS at authorlzed tar1ffs.43

lrffﬁfsithls a de51rable‘pollcy poSition for'the government tod
taker L

Traditionally, public telephony.carriers.in Canada have%;foj&°L
fwfbeen subject to content/carriage separation and the'
f~attendant principles of universal access and just and
,:nnon discrlminatory rates as outlined by Parkhill Cable
'”:_f;operators, however, have not.l The case for this separationéeaigiw
_;1n the case of telephony carr1ers has been well stated by ‘

-o:the Clyne Commlss1on'

T.The need to distlngulsh between" carrlage and
‘content is perhaps best illustrated by the
story of the Persian general who ordered: the
"execution of the messenger who brought bad
news. The lesson is that'.a carrier should not
be held responsible for the content of the
information he receives and dellvers,
conversely, a carrier must not be permitted to
tamper with the information entrusted to him
for transmission. By an extension of this
argument into the field of telecommunication,
it is a desirable principle that a carrier
should not be permitted to use its-
technological resources to compete %hth those LY
who have to depend on its serv1ces._ : ? .

The fact that telephony carriers have trad1tlonally

‘been governed by this rat1onale is‘not, 1n_1tself,

f:.58p;_‘ :
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‘?vsuff1c1ent reason to automat1cally apply th1s pr1nc1plevto ‘
"3?v1deotex service. Telephony serv1ce has tradltlonally been!ﬁfé
a volce message med1um." Carrlers could not offer content 1n-fﬁ
:lthls case, a message from the telephone company does not.
aa'jsubstltute for a message from "Aunt Jane" The except1onsA.H

. to- th1s would be pre recorded message serv1ces and answerlng

serv1ces. These exceptions‘are,howeverfa relatlvely_minorv

“phenomenon‘ln.the total'voice>telephone"market‘ Also, they.

iare types of serv1ces that carriers would flnd it d1ff1cult

v

:to exclude others from also offorlng though, via

'fcross sub51dlzatlon schemes, there could be d1scr1m1natory

45

,pr1c1ng.v_ As. data- commun1catlons serv1ces have emerged over
'>f?ythe past twenty years, espe01ally the 1ast ten years, thls .
5same separatlon pr1nc1ple has been applled : But data

- communlcatlons, or computer communlcatlons more generally,

fhave, to date, been essentlally of a polnt to polnt prlvateif

46”

'nature, ' thus reta1n1ng an’ essentlal characterlstlc of

VfVoice*messages.

. The mass audience characteristic of videotex -does not

‘change either the incentive orythe potential for

dlscriminatory practices by carriers who are also content
proViders.A But the mass audience characteristic does have
certain‘implications which may influence the arguments for
and agalnst the separatlon of content and carrlage.

W1th '‘a mass audience technology, -an argument can be

.. made for certain carrier-provided content or quasr-content.




"-storage computers.

<k1nds.*;

'pyépirst, a master 1ndexv1s, 1n the abstract, a h1ghly ~h;hf

" ;des1rable component of a v1deotex system._ The carr1er m1ght
'fﬁffbe best su1ted to prov1de such an 1ndex 1n the same way that
'iy,the telephone companles are best su1ted to prov1de telephone
ET?ddlrectories.- However,.lnsofar as such an.- 1ndex perm1ts Ip! s%
?;or serv1ce prov1ders to buy addltlonal space 1n wh1ch they f”
'ican 1nsert ads Eor the1r content or serv1ce, 1n a manner y‘ﬁl

ﬁanalogous to‘"yellow pages" advert1s1ng, tbe carr1er who_‘u'"‘
szprov1ders, especlally publlshers of various d1rector1es, for

ﬂybest.pOsition to provide other quasl—content components,
j!fsuch as bllllng, Eor systems whlch 1nclude ‘some type of‘a
"Efusage sens1t1ve pr1c1ng,'and gateway facllltles, for systems G

)i‘whlch prov1de a centrallzed connectlon to 1ndependentfﬁf

47 Such serv1ces as these are descr1bed as

fﬁ]j.qua51 content because, although they are not a part of the

which 1mplles an . 1nvolvement w1th content._

Closely assoclated with th1s argument is the chang1ng

1-technology of carr1er networks, wh1ch have now acquired an

intelligence capab1l1ty. In the case of the telephone

carriers, TCTS,.in May 1981, officially‘announced their

1nt°nt10n to field test iNet, "an intelllgent network to

prov1de a gateway for- computerlzed 1nformat10n of all

n48. 1Net w1ll not be limlted to’ v1deotex systems or

\"

?ﬁiprov1des such an 1ndex could be competlng w1th otber content iff

j.advert;slng dollars. Second, the carr1ers m1ght be in the,“‘”w

:;ycontent base, they do 1nclude a data process1ng functlon, :
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 usefé 6fi§ideotex‘systems but it.wili be 6pén.to them.‘ ﬁroh‘

a differeﬁt perspective, however, iNet might be conéideréd

_to be é-maéter videotex system. The TCTS nember companies,

in this View, would be service providers..ﬁﬁssentially iNet
"puté;the fuil range of information'and services available
'from.ény connected computer at the disposal of(any iNet

. éubscribe:'who has the right to access a particular-computgr

or data base., It is very definitely intended as a mass

"faudlence, albeit business-oriented, service. "It has direct

'*..contentyln the form of an electronic directory of services

‘:and'pefsbnal user brofiles which are computerized files -
‘ bﬁiit up'by'usérs and/or user-br§anizations; It carries oﬁt‘
“;a proce551ng function in prov1d1ng gateway llnks, utlllzlng'
‘user: proflles, prov1d1ng a messaglng serv1ce, and prov1d1ng
'consolldated bllllng. It is, in the words~of TCTS, "a
4~_51nglevpolnt of access to satisfy:élifyduf}bﬁsiness

49 Iﬁvother words, iNetvwill do almost

 infdfmatibn needs".
Veverythlng a videotex service prov1der does but it w111 do
so on a larger scale, very probably more economlcally and
efficiently, and it will be easier and more appeallng to use
‘because of the 51ng1e point access,.the maintenance of user
proflles, and the consolidated billing features.
iNet is illustrative of the difficulty posed by mass

audience computer éommunications networks fof the |

traditional arguments regarding content/carrier separation.

Technology -has made carriagé far more than pro&iding a




62

y.ffdphy51cal l1nk between two po1nts and a mass aud1ence.serv1ce:u
ﬁt'makes it a v1able propos1t10n to utlllze the 1nte111gence
lcapablllty whlch can now be glven to the telephone network
»1yThls d1scuss1on polnts out that debatlng the des1rab111ty oféj
“*Qseparatlng contant and carrlage for . v1deotex serv1ce may be‘;;u
"Vhimlss1ng a more 1mportant 1ssue,lserv1ce prov1der/carr1age
Jﬁehseparatlon, Although a serv1ce-such,as 1Net.haS‘certain e
hduasi¥COntent components, the market sedment nost likely.to5f;
“,'be affected by an 1Net —-type serv1ce 1s the videotex serv1ce
;1.prov1ders. ‘A unlversal gateway system has the potentlal of
'renderlng 1ndependent service prov1ders redundant. At a
‘m1nlmum 1t represents a strong competltor.h‘Whenrlt.is _;
.-darrier—operated' as iNet will be,fthen‘the*carrier-could-f‘

‘acqu1re a monopoly or quasi- monopoly pos1t1on in the-

1nformat1on market -place wh1ch could make the tradltlonal

' content/carrlage separat1on 1ssue 1rrelevant

Three further points relat1ng to market 1ntegrat10n

'h.need to be addressed. Flrst, given the precedlng d1scuss1on

. of content/carrlage separation and the 1dent1f1catlon of

serv1ce prov1der/carr1age separatlon as potentlally a more

1mportant issue, is there also a case to be made for serv1ce‘

provider/content separation? The answer to this is a

qualified yes. The traditional arguments supporting carrier

separation-from:content in the‘conventional telephony field’
-would appear to.hold equally for .the videotex service

provider if it is agreed that the servioe provider should be




'whether or not 1t 1s Justlfled for cable—TV servmc
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”agﬁtobllgated to- prov1de access to all IP s at

~noh-— d1scr1m1natory prlces.’ Second, there would appear to be
no Justlflable reason for treatlng cable companles and
telephone companles dlfferently w1th regards to the 1ssues *f

of content/carrler separatlon and serv1ce prov1der/carr1er

X separatlon in the prov1slon of v1deotex serv1ce., Both

-should be treated the same._'As noted prev1ously, th1s haS‘a“ﬁf

not been true w1th respect to. the tradltlonal operatlons of.
the two 1ndustr1es., Telephone companles have ‘been subject
to content separatlon whlle cable companles have not. " In;h

the v1deotex case, the two 1ndustr1es w1ll potentlally

”Q d1rectly compete with one another.. Cons1stency»alone»,A

demands that they be treated the same.c Apart from th1s,,y

however, the tradltlonal argument that the cable companles »

‘are a broadcast undertaklng and hence not subject to the‘f*

':fseparatlon pr1nc1ple does not. hold for v1deotex serv1ce,

50

Thlrd, 1f servlce prov1ders are poss1bly to be excluded fromp‘

content prov131on, should content prov1ders, 1 e. IP' s, be

N

-excluded from belng service provlders? Th1s‘;s not a
‘redundant question. It is not impossible to imagine certain

- ‘large IP's, especially in the area of transactions services,"

wanting to provide service‘directly to.the'public without

‘going through a service provider“as.an‘intermediary. ‘Banks ...

vmlght well fall. into thlS class of IP, -for- example, not only"

because they are potentlally very large IP s with an




d}ffconfldentlallty concerns of the banks mlght dlctate hav1ng

7:‘_as few 1ntermed1ar1es as poss1ble 1nvolved 1n electronlc

*.prov1de dlrect serv1ce to the1r customers, common serv1ce

7 how the polnt to be made is s1mply that such an optlon
l“ffbrought about by the cond1t1ons descr1bed could have the

* feeffect of restrlctlng the access of certaln types of ‘IP! s,
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'f:establlshed or tled customer base but because the

?:banklng transactlons. In general, so long as. an IP who acts

ras h1s own serv1ce prov1der does not also attempt to serv1ce

:"other IP s, 1 e. is not a common serv1ce prov1der, thls
should not present a major problem., It may be of some;‘ \

Lﬁconcern 1f, because a’ number of large commerc1a1 IP s

f?-prov1ders lose the relat1ve1y lucratlve revenue base such
"[fIP s. Would otherw1se contr1bute ‘to the1r system. Th1s could
\zginfluence the v1ab111ty of common serv1ce prov1ders.__It1:

cou1d force common service providers to 1nst1tute a str1ct

Vf'user pay prlnclple.q Alternatlve pr1c1ng and flnancing

ﬁg“arrangements wlll be dlscussed 1n more " deta11 below. ~Eor'

\

ymost notably publlc 1nterest groups, if we assume that such l3-
IP S mlght otherw1se be subsldlzed, in whole or in part, by
»serv1ce providers. If the part101pation of such IP S 1sfs
vdeemed'socially desirable, however, 1nternal
cross—subsidization'by:service-providers is notythe only . ; |
way, or perhaps not even the preferred way, of ensuring

' the1r participation.

If, as a startlng polnt, an efflclency goal is taken as



f:~and ‘common carriers subject to a separately spec1f1ed set ofa

o _transferabllity."

'.carriers and common service providers. -Carrier prov1ded

;‘65.
“‘;paramount,‘then we want to create a set of non- attenuated
'fproperty rights wh1ch is cons1stent w1th as much of th1s
“f dlscusslon of\lntegratlon as possible.- " On thls bas1s we candt
}now see: the ratlonale for several of the components of the
ibase spec1f1catlon of. a set of non- attenuated r1ghts set outtep’i

~;ear11er._»mw<

o The suggested base spec1f1catlon 1) separated each

,market segment, by creat1ng 1ndependent ownershlp rlghts for_~l1f
",each 2) created the class of “common serv1ce prov1der“'and.
"“common carr1er“, ‘while not precludlng "private“ serv1ce_‘

o prov1ders or carr1ers and 3) made common serv1ce prov1ders'

Auproperty rlghts which places restrictions on the rights"

“uotherw1se 1mp11ed by excluslve ownersh1p and

Under this propOSed set . of property rlghts, there 1s
f_content/common carrier separation 1mposed All common e
'icarriers and. common serv1ce prov1ders are treated in- the
‘same-fashlon. Open’ access,“subject to:ajnon—d1scr1m1natoryi“7v

. pricing schedule, is required as a condition for‘bothfcommon. o

.gateway networks are allowed but the access ‘access
“'prov1s1ons mean that non-carriers can also provide such
service, making use of the common carrier's hasic

' transmission network{ Such carrier—proVider.networks are

"limited to being.only gateway networks. IP's have access



“ r1ghts to both common service’ prov1ders and common carrlers.“f"
";”The 1atter allows IP's to prov1de serv1ce d1rect to users if -
faff<they w1sh to- do so. aAn'IP prov1d1ng only hlS own\data base‘wgﬁ

"*1s not regarded as a common se rv1ce prov1der.,

The base property r1ghts spec1f1catlon does not fully

fﬁfaddress all of the concerns noted in the above d1scuss1on offi;
vpimarket 1ntegratlon."Pr1c1ng behav1our 1saconstra1ned to be«rff:ﬁ‘:
bﬂ non- d1scr1m1natory but nothlng 1s sa1d about the 1eve1 of
jhtprlces.v The notion of "]USt" prlces would represent an -

' attenuatlon of property rlghts., Access prlorlty for
ydlsadvantaged persons would s1m11ar1y 1nvolve a government L

flmposed restr1ctlon on the property rlghts of ‘some. Some
*7pobservers mlght argue that carr1ers should be precluded from“,ﬁj;
o prov1d1ng gateway serv1ces at all Such a pollcy would N

'1nvolve an attenuatlon of carr1°rs ownershlp rlghts in thelr
transmlsslon network. If common . carriers andrcommon servicelf;iff”
- prov1ders are to be regulated by an-’ adm1n1strat1ve tribunal
“_for non—efflclency reasons, then'agaln there would be“an'g

‘ attenuatlon of property rlghts._"

Any or all of these restr1ctlons mlght be hlghly

desirable; We are not argu1ng for the1r.exclus1on. Rather

we are polntlng out that they confllct w1th a pure_
efflclency objective and, if imposed, must be jUStlfled on

the,basis of a well-defined set of social or non—economlc;‘

objectives.




" .Financing Arrangements

 1{definiﬁion, IP'S.
”afe’IB's, all IP‘s_are not advertisers. IP's who are not

- advertisers might, however, choose not to charge for access
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'~ When we speak of financing options we are referring to -
alternative sources of funds to pay for the costs of

providing videotex service and returning a profit to_-.

‘_brokers, storage providers, service providers, and carriers.

~There are four sources of funds which individuélly-ér

cgllectively‘might generate the financing requirements for

~Videotex service: IP's, advertisers, government and users.‘ 
. The distinction between IP's and advertisers in this case is

':perhapS~a subtle one Since videotex -advertisers are, by

But even th0uqh.a11_vidéotex advertisers

i

" to their data base. A governménf IP might be one example of .
“.this. . Non-profit organizations acting as IP's might be o o :.'ﬂj;

’ ahgtherfexample.

.. A videotex system which has no direct user-charges for . =

‘éohtént?{i.e;, where the creation and use of the.date~base.f
' is IP/advertiser financed, has a number of attractions.
-Most importantly, such a system would lowerithe on-going

participation cost of users. This would produce higher

participation rates, both in terms of the number of users

‘and the level of participation per user, But there‘isva

‘certain element of "catch-22" in this. Without an

IP/advertiser financed system, participatibn may rise oﬁly.i‘




‘,at a very slow rate, but w1thout hlgh levels of

\Fpart1c1patlon, the medlum w1ll be less appeallng to

'advertlsers. Transactlons orlented IP's might provide a. way:fff;ﬂff:f,f'

h{beout of thlS dllemma41f they brlng ‘an already establlshed Do

~tc11entele with them When they go on v1deotex.. Larratt
7[\suggests that it 1s"even conce1vable that transactlons IP'

:fmlght be w1111ng to sub51d1ze termlnal costs. ’;

‘Sellers want to make a pitch, advertise, be
informative and be~able\toxtake_the order. It
is easy to see TELIDON's advantage here. .. They . .
also might be prepared to pick up the cost of .|
all or part of the terminal because that might

. be cheaper than their alternative methods of

"..reaching their customers._ Consider the’
‘retailer's other non-store selling o

. alternatives: direct mail, telephone shopplng,"
-and reaching the customer via. home computers.

~ TELIDON covers the sellers' requgiements best, =

~ if the populatlon has. termlnals.,;_ o

Gettlng potentlal users 1nto the system, . if users-wdstxi

| fﬂ bear the ent1re cost of a termlnal,'could ‘be a major >

‘Qstumbllng block to the growth rate of the v1deotex market.

,»Over the next few years, the prlce can be expected to fall

f;ln real terms but it will still be 51gn1f1cant. -

A user s wllllngness to Joln the network will depend on

- the trade-off between the cost of~joining-plus minimum

 on- -going costs and the expected benef1ts.;~As one observer'_

has stated, "The product has to be affordable and it must

' fill a-need.F'52 Transactions serV1ces, to the extent that
they w1ll prov1de users with sav1ngs in money, tlme, and

convenience, are likely to be an:essentlal component of




.‘. o

- eXpected benefits.

ﬂfservices and content are free to-the user, in terms of .
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53'Moreover, the money savings provided by ;ﬁ_

transactlons services will be a very tanglble,bv151b1e

‘t*-beneflt unllke, for example, the’ rather 1ntang1bl° benefitgy
fViof belng able to see -the news or - weather whenever you want..iqn:
ZV;llf,~ln,add1tlon, transactlons IP s also flnd 1t worthwhlle ;Sdhh
l.:;to'subsidizerall or part of the_termlnalscost~of users,_as'
:hLarratt'sudgests is possible, then\it'is easy.to see how

‘ transactlons services may hold the key to - ach1ev1ng

successful penetratlon rates.

Systems which are wholly or substantially IP/advertlser

‘ flnanced do have drawbacks, however. If‘the_most attractlye_

f\directfcost, IP's who want_to-sell.their:information, rather
f.ythan nse_information-to sell something else, or who cannot -

£ind sponsors, may be squeezed out of the market. This

could(WOrk both ways, of course.lilf "free" access is
prov1ded for 1tems which users would otherw1se have bought,:
then, theoretlcally at least, they can use ‘this money,
w1th1n thelr v1deotex operatlng budget,_to purchase other“ -

contenkt. Although this is possible, it is impossible to

tell how likely or significant such substitution may be in

practice. Undoubtedly, some small, 1ndependent IP's w1ll be
squeezed out in a predomlnantly Ip- financed serv1ce.

At the other end of the spectrum,_system f1nanc1ng
would be wholly user-financed. 5A1ternatiye'prlcing

structures will be discussed below. The point to stress at




‘f’ahouseholds spend 5% on their “1nformation and

di;‘_concludes that the eligible household base of Videotex usersiﬂ.iﬁ:
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fthe moment 1s that the more direct user charges the system

‘:has,.the slower will be the pace of market penetratlon, all S

"other things equal. - R

». A 1980 study carried out by Roger Hough est1mated that,j'p

-at a monthly operation cost of $2554, and assumlng that .

1:message—serv1ce budget"lon v1deotex, 'a household income of -

I “f$70 000 would be needed to support this level of eXpenditurei
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" on v1deotex. If this is correct, then, by 1985, us1ng

p:a!Statlstics Canada projections of- household 1ncome, Hough

| would be-on1y<approx1mate1y 26,000 families. _ThlS is not

'ia enouqh_to constitute a "mass market". Hough's methodoloqy

‘ ]in'arriVing at this forecast may be faulted.. It is, at the

ileast,.conSeryative, and,"at worst, inappropriate.
- .Consumers may substitute videoteﬁafor entertainment,56
fi;intra;city travel (shopping trips, etc.) - andlother

‘ categories of expenditure. They may smitch more of their
_information and message service ekpenditures to videotex
than the 5% forecast by Hough. They may not have to pay all.
the head-end computer‘and administration costs or even all
the communication costs if there are IP's or advertisers who
pick up some or all of these charges. Finally, the Hough
_projections are concerned only with household or residential
juse;iin fact, the business market is regarded by many IP's

and service providers as equally or even more important to




~f,;j”fff;[the format1ve per1od of commer01a1 v1deotex serv1ce.57

Whether Hough's est1mates take proper account of: the {T:*

jrea11t1es of the v1deotex market is not however, the most

Vlmportant aspect of h1s results for our purposes here.. Whatj

.gls more s1gn1f1cant is. the clear demonstrat1on wh1ch h1s

’Lwork prov1des of the p0551ble 1mp11cat1ons for the householdé

ffwynpenetrat1on rate of a wholly user financed system.
80 . far 1n this d1scuss1on of f1nanc1ng, l1tt1e has beenijA
'sa1d about the role of govenment in f1nanc1ng v1deotex.

‘;-There are several reasons why government may f1nd 1t

'\-just1f1ed ‘to subs1d1ze v1deotex'

l ' ff}ifih.;lh the potent1a1 advantages to‘the economy at’ 1arge of
‘. . CRRERN '\:.‘J,develop1ng such a high- technology 1ndustry. The fact 2
fﬂthat Te11don is. Canadlan makes thls a credlble ]
.Q p0551b111ty. Moreover, the potent1a1 advantages of a: f
:lih1gh technology 1ndustry, espec1a11y 1n the | o
v.1nformatlon sector of the economy, are;obv1ous;_f0nei'
must treat this argument with a. lot of caut1on, |
“however. Canada gains noth1ng from a h1gh technology
industry per se if the subs1dy requlred to create and.
.malnta1n the industry outwelghs the . sp1n -off beneflts
~'wh1ch can be realized. If this argument is go1ng to
‘be used, ft'has to be proven.%8 . V
2. the potential socialﬁbenefits~of'vldeotexr V1deotex

‘ E "may be of use in delivering education services; it has




: ~:a great deal of potent1a1 ‘use for handlcappad PGKSOns, S

‘such as the deaf or perSOns w1th restricted mobility,*f

‘it may be an 1mportant medium for-personS"in isolated

»Lcommunltles, and so on. In other Words, videotex'may fjﬂ
ffh:be of use 1n dellvering Soc1al goods, such as . |

u'education, or in meeting certain of Canada s soc1al

'7welfare objectives, such as provlding serv1ces to the

handlcapped.> The soc1al benefits of such services
and/or the potentlal cost sav1ngs of dellvering these
serv1ces by videotex versus other delivery systems may R

justify government sub51dization.;

' the botential monetary sayings to government of using'

videotex to fulfill existing'statutory obligations

- regarding the public'release of information.

fGovernment spends many mllllons of dollars per - year
,publishlng reports and documents, warehou51ng them,
~and distributing them. Whlle it is v1tal_in»arfree, C

democratic society that such information be'availablesi

to citizens, very few people use much of this

information and fewer still have any need forca

permanent copy. Using videotex to provide public

access to this information would be much, much

cheaper. But there must. be a minimum level of public

access to videotex\in order_to legally (and morally)

allow a complete substitutlon of videotex for the

".present_documents. It may thus be quite worthwhile




. _:for the government, as an IP, .to s‘ubsuilze users""‘?-"‘l“:"
R “{ntermlnal costs and the cost of 1ts own information
?}base as a way of ach1ev1ng the level of penetratlon fhf
.‘:iﬁfw1ll requlre 1n order to use v1deotex and hence .
freallze the monetary sav1ngs that v1deotex w1ll
"fffipermlt.i ThlS argument 1t should be noted 1s

j“"-'f‘ﬂ-’-_appl1cable to all levels of government, although it

'”Ti”ythe federal government whlch has the most to galn.\;“

1yghould also be noted that a complete substltutlon 1s ]f

unllkely for many years even assumlng that v1deotex

'markets develop quickly.

:4:;varlous other government'lnformatlon servlces such as”jii'*i

’ : :\_ "-'weather 1nformatlon, tourlst 1nformatlon, health and "
' ljnutrltlon 1nformatlon, and so on could utlllze

A]fv1deotex e1ther to reduce the cost of dellverlng thesétf;

'anformatlon serv1ces or to 1ncrease the beneflts.i The;!

”J,gOntarlo Government's 1nvolvement w1th the "Vlsltor s
59

Gulde" videotex project 1s one example of thlS.
n,"V151tor s Gulde" also prov1des an - example of how

government—flnanced termlnalsgcan be located in publicf
places as a way of increasingdthe:number\ofoCanadianslm
who‘can potentially make use~of the ‘service.

. 5. the potential value of us1ng v1deotex for tender calls
for government contracts. Wlth a h1gh market B
ipenetratlon of v1deotex amongst bu51ness users, it

. - would become a very 51mple matter for bus1nesses to o




‘reqularly "look through"'a government "contracts tofbef:m

awarded"»file. In the process, government m1ght
"reCeive‘a greater number of compet1t1ve b1ds,--m
.reallzlng considerable- sav1ngs 1n the process.f Such.a‘
system could also be used as a mechan1sm for promotlng-
”_a "Canadian preference" pollcy w1th greater eff1c1ency.
~and less reliance on 1nformal channels. |
A pr1mary dlsadvantage of government or IP/advertlser i_,

financed v1deotex, at least in the short to medlum term, 1s_ylhl:"

".}-that it may lead to too much usage.f Th1s may seem a

'~_ company will van1sh... in the normal course of events.‘

:somewhat ironic statement after the prev1ous d1scusslon of~~":'

“lfthe 1mportance of ach1ev1ng s1gn1f1cant penetratlon rates. =

“ffThe explanatlon, however, lles 1n the capac1ty constra1nts*

:fof the telephone netWork 1n the short to med1um term.."ln-
uthe longer term, as Parkhlll has.noted, "asrall d1g1tal*
. systems -evolve, the exchange load problem for the telephone
w60
‘*Optlcal f1bre llnes, as noted in a.prev1ous sectlon, w1ll
.dalso 1ncrease the load -carrying capac1ty of the telephone
‘carrlers in the longer term. Untll these changes take
-place, however, it may not be phys1cally poss1ble to'
accelerate the 1ntroductlon of two —-way v1deotex.~ None'of.'
~;th1s will impede teletext penetratlon and, 1ndeed, itfmay
even help 1t, o B
The market structure created by the base spec1f1catlonj

of property r1ghts could be expected to g1ve r1se to a:
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' _ comb1natlon of all four types of f1nanc1ng.- It is already
“'5-qu1te clear that sponsors and d1rect advertlsers w111 w1sh

1to partlclpate in v1deotex, as w111 government. (And-the

”;,sell 1nformat1on under a user flnanced scheme. The access

T]{_Jrequlrements for IP B prov1ded by the base property rlghts

| tiff{{.fset makes 1t 1mposs1b1e for any of these to be excluded. _
L ff”'fw”common service provlder as deflned would be unable to

jwipreclude any of these optlons. There 1s,,however, noth1ng

|
| “-‘_g'to preclude the system belng structured S0’ as to b1as the .
'thoutcome. For example,'lt 1s qu1te reasonable to assume that"

""1n a system wh1ch has -a lot of advert1ser/sponsored content,

U;Uls potentlally a very large number of IP s who would 11ke to,iﬁdt?

‘ users w1ll make max1mum use, on average,_of “free" content Lo

and mlnlmum use, on average, of "pay“ content. Ifrno~llm1ts ;Lulgxf

are placed on the proportlon of sponsored or advertlslng

o content, small 1ndependent, 1nformatlon sales IP S may find

‘}{the latter type of IP is deslred, 1t may be necessary to I
“limit the. proportlon of sponsored content or. to requ1re somef
'charge, however nomlnal, to users for all vldeotex use. ‘
:Measures such as these would attenuate the rights of some
IP's, service providers, and/or users.f”
Other biases mlght also emerge.> Serv1ce prov1ders
Zg’might for example, set the same pr1ce for all Ip! s,;
'regardless of whether the IP wants to_charge users or“not,_hl

.- and make ’it.the IP's responsibility to»’c_‘ollect»charges_from‘

“fllt very difficult to establlsh a market : In other words,‘lf'ﬂig,fl"




”Qj'users, where a user pay scheme 1s adopted If billing and

:'“7collections are the responS1b111ty of 1nd1v1dua1 Ip! s, smalltfj

1*f;1ndependent IP S w111 again be at the greatest potential

“f¢fd1sadvantage. ~To~ require either common serv1ce prov1ders orﬁ*"“'"

75 conmon . carriers or both to prov1de a. billing/collections5~*~‘JF

5f'serv1ce would however des1rab1e 1t may be, 1nvolve an‘.,

'\*ff attenuation of property rights.;.

As another example, publlC 1nterest groups may. not want o

“?to accept commerc1a1 sponsors but at the same time, may be'.

unable to sponsor or finance their. .own data base and may bé,=ﬁf

,unw1111ng to charge users or, if th°y do, may get 1itt1e orfr
. no . use. ThlS may or may not be seen as a problem. Some A
. would argue that 1f not. enough users are. w1111ng to pay. for

the serv1ce to support 1t then 1t S1mp1y 1sn t considered

':tMvaluable enough and shouldn t be offered., Others would

_argue that 1t is soc1ally des1rable to Suport such groups

.f‘because they perform a public serv1ce. ,Moreover, the.number~';‘”'

Jof paying users.may be a very 1nadequate‘measurerof value”'"".
;because of~externa1ityAeffects.h‘The information'may5bef
. passed around by uSers to non—users or‘thefpublication of
certain information, such as consumer product test results,w
may produce changes which benefit all consumers not Just
videotex—-users. | |

One solution to this probiem,‘if_the participation_of'%
: public:interest groups is desired, isfto'require common

service providers to provide free access to. such groups or



"‘5;{at‘least~a certain amount of free access.f ThlS would
.1nvolve an attenuatlon of the property rlghts of serv1ce

'haprov1ders once agaln.

;*VfPrlce Structures»ﬁ

When we speak of prlce structures for v1deotex serv1ce,

| ‘we mean the system of d1rect user charges employed. The
';system of user charges adopted,‘lncludlng the 1evel ‘of. those
‘charges, w111 be of major 1mportance to the development of

;T-v1deotex.

‘ _Bas1cally there are three general types of pr1c1ng

‘ﬁpollcles whlch can be used. flat rate subscrlptlon fees,.
75f‘usage—sen81t1ve prices; or comb1nat1ons of flat rate
‘ff;subscrlber fees and usage- sen51t1ve charges.w There is also~ff¥53f"
“1fa fourth option, that of free ‘usage or ‘zZero prlces for;i“ o
-,content " This option we have d1scussed above as the

‘:IP/advertlser financing optlon.

. A flat rate subscr1pt1on fee would make marglnal uses"

of the’ system "free". As such>;t would encourage greater,

~ levels of usage by existing subscribers.v On the other hand

if the level of flat rate fees is too high, it could be an
impediment to subscribers joihing the system especially if
they are uncertain as to the value of videotex.

A usage—sensitive price scheme would}’forya given level

of usage charges, discourage Spontaneous.or impulse use of

the system; it would discourage "browsing". It could, also,
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.Hrflead to h1gher qua11ty expectatlonsdby users° if.a "free"A
:;page turns out to be d1sappolnt1ng, you try another page but
‘"’_1f a page you have pa1d for is a d1sappolntment, you demand
= your money back The pract1ca1 1mp11catlons of these two_;,fﬁ“ L
zzrdpolnts will be greatest for small 1ndepend°nt IP's seek1ng ,ﬂf
;'Qg'to sell 1nformatlon. Such IP's are 1ess 11ke1y to be known
'*dﬂln advance than 1arge commerc1a1 IP s.i W1th d1rect user
chharges d1scourag1ng "brows1ng" or . 1mpu1se use, they m1ght e
“never be d1scovered. By the same- token, these IP s may 1ack
7the resources, both f1nanc1a11y and . techn1ca11y, to create
las "pollshed" a product as . 1arge commerc1a1 IP Se They mayt{ﬂn’-5”
:;:1lose out because the1r product doesn 't 1ook as good.\
On the pos1t1ve s1de, a usage sens1t1ve pr1c1ng scheme'}h":
}15, economlcally, more eff1c1ent than a flat rate | .
'anon usage sens1t1ve pr1ce system.. Usage sens1t1ve prlces
'°:.perform a ratlonlng function Wthh relates usage, and hence
d”ofthe resource cost of prov1d1ng the serv1ce, to the expected'Jz:ﬁ“.
fvalue of the usage. Inferlor content, 1nferlor-IP s, and
1nferlor serv1ce prov1ders will qu1ck1y be weeded out oThis,

"will be less likely with a flat rate subscrlptlon_fee.

Subscription fees may have another”negative

side-effect, for those who believe that there should_be'

‘;equal access to the network by all IP's and many service

providers. If the subscription is with'adservice provider,to

as is likely, it is un11ke1y that very many users w111

“subscribe to more than one service. The market may become




fsegmentedlinto subscriber groups for each service brovider.rfﬂ
.“:Large commerc1a1 IP s may not find this a: serious problem,:
7ff;they w1ll Simply list w1th more than ohe’ serv1ce prov1der.-w4u
'»ﬁ:meall IP s, however, may not be able to afford this, |
yalternatively by 1ist1ng only once, and given their expected &
ismaller market appeal,'on average, they may fail to attract
:ftenough users to stay in the IP bu51ness.\>0n the other 51de,
.Lmajor IP s may elect to list only w1th major serv1ce e
\‘nylprov1ders, i. e., those with the largest subscriber groups.‘ifua
i:,Small service prov1ders may find that because they can' £ get
.b_high profile IP s, they cannot get enough subscribers to
‘ Tistay 1n the serv1ce prov1der bu51ness.; Thus flat rate
| ,subscription fees might foster 1ncreased concentration of

"both the IP and the ‘service: prov1der segments of the market.y”v

Price structure relates not only to the system of

-f‘prlces, it also 1nc1udes the 1eve1 of prices. Price 1evels
owill be of obv1ous 1mportance to users., The 1evel of

.ﬂprices, 1f high enough or. low enough, may make the type of

price system irrelevant.

‘-

The conclusion which emerges from this consideration of

only flat rate subscriber fees or . only usage sen51t1ve

pricing is that both types of price structure have

'advantages and disadvantages. There are‘advantages in
H_hav1ng some IP/advertiser financed content but disadVantages
'mifithis is“the only option. There are advantages 1n u51ng a

'lflat rate subscriber fee to prov1de a base level of serv1ce \]




l:and‘cover serv1ce prov1der adm1n1stratlon costs but the
':gfexcluslve use: of a subscrlber fee could push it so h1gh that“f~:-n.fi
nﬁrfflt becomes a barrler to users jOlnlng the v1deotex network -
:*°fhputs undue stra1n on ‘the carrler network because of" the zero}if;gj':
s tmarglnal usage charges, and d1storts the allocatlon of
‘fiﬁgresources to the system.: Exclu51ve usage sens1t1ve pr1c1ng f
“iu_-may work agalnst the 1nterests of small IP s.‘ It would not
.*fpermlt sponsored programmlng wh1ch mlght be 1mportant to

:zsv customer acceptance of the medlum-'lt could dlscourage

| *certaln transactlons uses,vsuchlas-banklng, because users‘fffe
‘ fjare not usn to exp11c1t charges for such serv1ces, even o
:though the h1dden or - 1nd1rect costs of carrylng out such

.tranSactlons 1n person (extra tlme,.lnconvenlence, travel

o ifcosts, etc ) fmay be greater, and 1t could d1scourage the

fullest exploratlon of the 1nformatlon retrleval base.'

A t1er system of all three of the above optlons mlght

h»glve many of ‘the advantages of each w1th less of th°v~

~.‘«’_“dlsadvantages of each. One portlon of the data base would

: be free to all terminal owners. It would 1nc1ude governmentges

_flnanced content, IP/advertlser flnanced content and publlc

1nterest‘group content. Part of the latter mlght<be

financediby the public interest"groups<themse1ves, while

vpart m1ght be prov1ded by Sservice- prov1ders in the form of

free storage and other head end computer costs.r ThlS 1evel

of content could also ‘be avallable on publlc termlnals whlch'

might be put in place by government orrprlvate sponsorlng
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rr}f agenc1es.,.j; . S -x'f7 ‘fﬂ» A ‘r.yf~mfgﬂff{
A second portlon of the" data base would ‘be avallable Rt

”::ffffor a. flat rate subscrlptlon fee.' It would permlt unllmlted:ﬁgf

'ﬁuusage by subscrlbers. _The subscrlptlon fee would pay -

'admlnlstratlve costs of serv1ce prov1ders and could return aff

”fshare of revenues to part1c1pat1ng Ip's" on ar pro rata ba51s

\’lffproportlonal to their relative use. !Thls would prov1de

'“} Ip? s, espec1a11y small Ip! s, at 1east some revenue base at

the"same time as it would provide an opportunlty for them,

_or more‘correctly, their product to become better known.

3,'The th1rd portion would involve a usage—sens1t1ve pr1ce o

'scheme, 1.e.,‘1t would be access1b1e only’ on“an 1ncrementa1
charge”basis. IP's in th1s category would be pr1mar11y

*i:sellers of 1nformatlon as would be the case for the second

f” tler of the data base. The poss1b111ty of IP's selllng

]flnformatlon being able to\choose between the . second andt‘
fthird,tiersAmould give them a means of establlshlng a
fciientele’more readily while st111 affordlng the option of-

smitching to a usage—sens1t1ve prlce:once,thelr market was

'.establiShed. |

The major danger with this-three—tier system is that it
might bias users heavily toWards‘the;first tier. The
subscription fee however might be non—optional eucept for

:public terminals. ‘Some type'of‘charge by the service :

fprovider is likely to be necessary in any_case unless a11’*

service provider costs, including a return on investment,




.k --",‘"‘-':'-"are covered by the pr1ce charged to IP s for storage and

”55, proCeSSlng" If the second tier is non-optlonal for all

;gto move to once a market was established or Eor IP's who

\

”start out catering to a Specialized segment of the user’

°7ﬂgfmarket, known to- already exist.. quh volume uses, such as

keep users from tying up the system w1th such uses.
Th1s proposal is not as radical as 1t may seem.h As ‘
\ already noted the availability or poss1bility of all the o
' different financ1ng options is. cons1stent with a
. '_;._specification of non-attenuated property rights. Moreover'i.‘\'
| ..1t is. also con51stent w1th such a specification to require
1common serv1ce prov1ders to 1ndependently fix a charge to
cover their administration costs, 1nclud1ng a return on
1nvestment, rather than collapse this in the price to IP's
or to users. Restrictions would be called;for in requiring,’
as a'condition of being a common service»provider, the
offering of such'a tiered data base; in.fixing subscription
tees“to cover.not‘only service. provider cost, but to also
.establishla revenue pool to be shared amongst second—tier
IP's; in requiring service providers to act as the
billing/collection.agent for at least the'second tier; and;>
possibly, in limiting the allowable sharesvof the data base

.' which each tier can account for.

A‘f,non public terminals, the 1ndependent 1P would have an entryJa:

'A”}fi~3p01nt to the market._ The third tier would then be availableing'"

”’V'games, might have to go into the third tier in order to helplg,af




Our discussion so far has related to content charges,t;
"fjl e.f the prlce pald by users to access and use the computer.fc'
'tfdata base.. But there are two other prlce elements Whlch |

\‘*imusers could, and probably w1ll be charged' the cost of
",thelr v1deotex termlnal and the commun1cat1ons costs of

*Luslng'the system.:ﬁij- | | o

o Termlnal costs, as noted prev1ously are,lat the moment,i:

jtfcons1dered too h1gh to generate large volume sales.‘:Inidf,f;L
'Hpart th1s hlgh cost in the Canadlan case is due to the.fact;flfﬁf\
iy that Tel1don term1nals are more’ expens1ve than the
"alternat1ve alpha mosiac term1nals. Largely, however,_the':
Jhlgh pr1ce is a functlon of the small scale of productlon
”mand the relatlve newness of the product. Prlces are,f
fhowever, expected to fall 1n real terms, partly reflectlnd
’the general downward pr1ce movement of the whole

“'t m1croelectron1cs 1ndustry and partly reflect1ng the greater
h'economles whlch should be reallzable as the volume of

-3y productlon'grows. Bas1cally, the hlgher ‘the pr1ce_of the Q\"

termlnal the hlgher the entry- threshold of users. Thls 1s‘

1mportant because getting people to jOln the system may be a

L
blgger obstacle to growth of the. v1deotex market than

gettlng people to use the system once - they belong. These=
two dec1s1ons are, of course, closely related. But the
uprfront costs, whlch are‘largely the term1nal costs, lookd

more 1mportant, potentlal users w1ll not, necessarlly,

' correctly, or fully, perce1ve the1r expected beneflts over
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'-;ﬁtlme in assess1ng the value of such an expendlture. In o

*f?;general, the longer the t1me perlod over wh1ch the expected'jh7“3»”

N

”ﬁ?f~benef1ts are stretched before reach1ng a. break -even polnt

?frelatlve to term1nal costs, the greater the: b1as agalnst

-ufﬁfbuylng.the*term1nal By the same token,‘the greater th°

o termlnal cost for a given stream of expected beneflts, the

':*;1t justlfled to subsidize termlnal costs could be very fg
flmportant to the achlevement of a mass audlence and hence to.f'*h

‘»fgdthe successful 1ntroduct1on of v1deotex over the next few

’;iyears.' Slmllarly, as prev1ously dlscussed the. role of
:f;transact1ons serv1ces, assumlng that they offer s1gn1f1cant

7[ real sav1ngs to consumers, could be very 1mportant. A

~;u*spec1f1c transact1ons need whlch contr1butes an 1mmed1ate,

wifknown,'slgnlflcant benefit could greatly 1nfluence the

Abeneflt cost calculat1on of. buylng a termlnal i.e., of

-’jo1n1ng the system.

' Much of this has been well summed up by ALM. Ch1tn1s of

. Nabu. -

Another problem is that the price of tho

videotex terminal is perceived to be too h1gh

for the type of service or utlllty it offers.

There are three ways of overComlng this :
problem: 1) reduce the price of the terminal by
high volume production and. technologlcal
development (for example, VLSI chips; 2)- suit -

the price of the terminal to the user's needs =
by offering two or three grades of terminals of .
different capabllltles* and 3) dev1se and offer

“3nless llkely 1t becomes that the termlnal w1ll be purchased. %“

'fﬁThe poss1b111ty that certaln IP s and/or government may flndﬁ
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. :-.‘.f_;'{;;x'i' ‘. services for whlclalthe user 1s w1111n9 to pay
Co e the hlgher ‘price. SR I

Communlcatlon costs are a rather compllcated 1ssue and

\ "ﬁqthere 1s not a great deal which can be sa1d at th1s p01nt.

n”*ﬁrhe v1deotex network archltecture w1ll greatly 1nf1uence the

'":fcommunlcatlon costs as w1ll the transmlsslon technology

fhemployed the 1evel of data base centrallzatlon, the 1evel

ifof serv1ce prov1der centrallzatlon and the pr1ce structure
“Dw’of the carr1er, wh1ch may bear 11ttle or no relatlon toA
costs per se.

U

‘3_ The iNet system . be1ng developed by TCTS proposes us1ng

1the Datapac network, charging users the communlcatlon costs

_ . 'i!,‘_}}’communlcatlon costs out of ‘the 1Net access node to- the host

“”j;computer._ Th1s type of model, generallzed to v1deotex at f'

'f 1arge, would mean that users would pay d1rectly the

“communlcatlons costs of gettlng to the host or. gateway
scomputer of~the service prov1der.f The communlcatlons cost
of getting to‘the IP's.computer, if the data“base is not .
stored in the service provider's host computer, would be-
pa1d_d1rect1y by the IP. .The service prov1der would bear .
the direct charges for the communlcatlonsjllnks between
.‘different‘host computers when a decentraliaed data.base'with
more than:one host computer operated by the seryice provider;}
' uis involved. A B

_This model does not seem to be an unreasonable one and-




'b'1s con51stent w1th our- set of non- attenuated property

~'.";rlghts. If users were. charged d1rectly for all

fffthe 1nformatlon was stored or how much the access to a_f

.ifjpartlcular data base would cost, they m1ght become qulte
ﬁ;fﬁreluctant to use the system. | | o
o As a- var1atlon on thlS model, one‘mlght also con31der‘
'rtthe p0551b111ty of an average communlcatlons charge o
(probably per m1nute but poss1bly per page) that would be
"the same for all users. This would have a certaln |
'ﬂf admlnlstratlon appeal 1n terms of s1mp11c1ty and ease of
1{fb1111ng. AMore s1gn1f1cantly, 1t would not 1nh1b1t access to‘ht
Te:the serv1ce by people 1n relat1vely 1solated commun1t1es,hg'
‘ﬁfipeople more d1stant from a Datapac node or a serv1ce.»
Alprov1der.62ia | . o |

One poss1ble 1mpllcatlon of th1s type of averaglng

”7)f3communlcatlon costs and if. they d1dn t know 1n advance where .

'VTprocedure for communlcatlons costs is that 1t could mean the;.ﬁf“

N —T

f{lntroductlon of a form of usage sen51t1ve prlclng 1n the

'f'w;local calllng areas of telephonevcompanles._ To retaln flat

J'rate local calllng tarlffs for telephone serv1ce 1ncluded
v1deotex use would leave res1dents of those local areas wrth
‘a local serv1ce provider or a data network access mode with -
no direct communlcatlons costs, ‘Thls mlght be consrdered

_;unde51rab1e from an eff1c1ency polnt of view because 1t'

'would unduly 1ncrease the demands on. the local transmlss1on, 'g‘

' sw1tch1ng network.' It would- be undes1rable from an equ1ty
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*vifpolnt of v1ew because it would mean e1ther hlgher 1ocal

”1_;ca111ng fees for all subscribers and hence -

".cross subs1d12atlon of v1deotex users by ‘non-~ v1deotex users.

“‘or 1t would leave a differentlal between major urban centref”-
o ‘users and small urban centre or non urban users wh1ch would e

;w’f;blas user access to v1deotex towards’ the former, all other :

PR T

.&hithlngs equal.=L bi o . |

S0 Anoth r bossxble implication of the type of

'iA.communlcatlons cost structure outlined above, i e; chargind_
}the user the cost of getting to the serv1ce prov1der,.is

dithat 1t could create a bias towards local versus natlonal

'}‘serv1ce prov1ders or, at a minimum,'prov1de an 1mpetus for

'=¢;local serv1ce prov1ders with gatcway links to natlonal

ff.serv1ce prov1ders who, in this context, would become a type

.of umbrella—IPi It would also be con51stent w1th the above‘

ib1as of thlS communications cost structure to see natlonal
“{serv1ce prov1ders operating as . chains, i.e., hav1ng-local
" branch offices. " In other words,ﬁit does not necessariiv
“follow thatiless concentration.in the service~provider.
segment of the market, taking the:country as a whole, would
resUIt.v We turn to a fuller examination of the
central1zatlon/concentration issue in the next sectlon.
For the moment we are left W1th the conclusion that

theAcommunlcations_cost structure likely to emerge is, in
fact, a reasonable one. The local service provider.bias_is.

_both consistent with a non-attenuated setfof*prperty'rights
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and is a desirable social goal. But any user communications

charges wh1ch do not reflect the cost of service to
different users will be 1neff1c1ent.' To promote an .
averaginq‘procedure, for example, except in the case.of

satellite transmission systems, will be inefficient.

‘Centralization of Data Bases

When we speak of data base centralization there are, in

fact, several issues which are involved‘ At one level, it

\

is a questlon of how many host computers there are and where

they are placed -At another level 1t is a quest1on of

whether third party computers w1ll or should: be allowed to'

: connect to the service prov1der s host computer.63 At a -
th1rd level, it is a questlon of local versus national -

serv1ce prov1ders.

The first level approach is, for our purposes, not a

very 1nt°rest1ng one in 1tself. One of the obv1ous

determ1nants of the number of computers is ‘the techn1ca1
capacity of an.individual machine relative to the size of
;the_information base. Beyond this,’the cholce of number,
.slze, and locat1on of the computers of a g1ven serv1ce
, prov1der will depend on market/f1nanc1a1 factors wh1ch are
more expl1c1tly addressed by the other two approaches to the
centrallzat1on issue. |

The quest1on of - third party computer connectlon is an h

1mportant one. Without such connection, the service’




-‘glven budget constraint.

2prov1der w1ll be the only storage prov1der. The lack of
"competltlon in the storage prov1der segment of the market
;could lead to monopoly prlclng of storage fa01llt1es w1th
- consequent 1mpact on the part101patlon rate-of IP's,
Ifespclally small IP's. 'Perhaps more:Significantly, the‘lack"
'of third party computer connections could lead to a klnd of
balkanization of'the total videotex marketa- Only those IP'
with a data base .stored on the host_computeriof a partlcular-
service érovlder would be available to'the_subscribers of
hthat'service proVider.~ Unless IP's paidistorage charges tov5jd
'f;several serv1ce prov1ders or users subscrlbed to several
".:serV1ce prov1ders, the data base avallable to any given userlagfv
‘fand the user base: avallable to any glven IP would ‘be sharply}tl*iiig
';{curtalled. Th1s would ultlmately threaten the number of
ffserv1ce prov1ders, creatlng a tendency towards 1ncreas1ng
»:fConcentratlon, it could threaten small IP's who couldn't hv7f
Hfoafford multlple listings; and 1t could affect consumer ; i

'1facceptance by limiting their range of offerlngs w1th1n a

64

The alternative optlon WOuld be for serv1ce prov1ders

“"to allow th1rd party computers to.. connect at w1ll, so. long

‘as there were no problems with equipment compatlblllty, at a

price.commensurate with the cost of providing the computer

Y.interfaceiand the communication links. This would permit

brokers to act as umbrella IP's, providing a common data

. base to a number of service providers. Such a system would .

‘”fySQ;Hijf‘“f
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'5fnot only max1mlze the.market access of small IP'S,>1t would ;;}2
{&Jalso foster greater competltlon 1n the Serv1ce prov1der :l’h
Tldsegmentvof=the market In partlcular, 1t would encourage-i
";glthe growth of local service prov1ders wh1ch, 1n turn, would??ff;;fi?
'?lflfost°r the growth of local IP's and local 1nterest data | L
»7ﬁjbases.d In such a case natlonal serv1ce prov1ders could be:;f
.,_g*ﬁ!turned 1nto umbrella tP type organlzatlons. This option 13
1ldiscussed in mbre detail below. : | | | |
: ’ It should be emphaslzed that serv1ce prov1ders offerlng‘,é
_g{transactlons serv1ces w1ll have to. prov1de gateway llnks to»n P
“f;transactlons -IP' s Computers. But ‘we-are looklng at. more‘:ﬂ
'{ftthan that;A Gateway llnks for 1nformatlon retrleval IP's aré;;‘v
A.h.fdlmportant in llght of the above._ They 6150-favor small Ipnslf;li;jt
ﬁilat a dlfferent level by openlng up. the pos51b111ty of u51ng:
a mlcro— or mlni computer to create “and store thelr own - datag*ﬁ“ﬁ
*\i:base; thus bypasslng the storage charges on someone else S'g A

"main frame computer._ As Godfrey has noted,

The individual or collective wlll be able tofl'
produce information for the network with a-

relatively small investment and to allow access _

to that information at a price which will be
low and ggould not be subject to monopollstlc
pricing. . : :

For Godfrey's scenario to unfold, however, reQuires that the

individual or collective's microcomputer -be allowed access

- to the network.

Inusuggagy, it is for all of these reasons that common

' ‘serv1ce prov1ders are required under our base spe01f1catlon"'




of property rights to permit third party'computer

"'prov1ders may prov1de economles of scale,

< techn1ca1 capablllty/knowledge.

connections.,

The issue of local versus national service providers .is .

also potentially an important one. Domination of the

Vv1deotex market by large national- level servxce provxders ‘

w1ll mean a greater commerclal or1entat1on for v1deotex, a

ygreater transactlons or1entation,_w1th large‘natlonal

ccmpaniesfmoré typically acting as'transactions—IPﬁs,-and a.

more unlform or homogeneous deflnltlon of the 1nformat1on '

xfneeds of Canadlans.- For those -who stress the 1mportance of‘iu;
)'ffv1deotex as a med1um of 1nd1v1dual expresslon, creatxvxty,;
”m_dlvers1ty and most 1mportantly, 1nteractlon,_th1S~1s~not o

_ov1ewed as a partlcularly des1rable scenarlo. _These’ people, :

'.want local IP's, local content, and local serv1ce provxdersfdf

dgbwho can be 1nfluenced by, or sens1tlzed to, 1oca1 needs.?‘

o On purely economlc grounds, natlonal level servxce

66 lower content‘

prlces because of the expanded market s1ze and greater-
67 The econom1cs of scale and

prlce arguments may be partlcularly 1mportant.' These'

:,advantages would not necessarily be. lost ,however, if loCal

service prov1ders were encouraged to develop, SO - 1ong as

local serv1ce prov1ders had a gateway access to a

: natlonal level network Users would then galn access to

natlonal service prov1ders/content via thelr local servxce;

prov1der.




'sure that large scale commerclal serv1ces do not exclude L

small scale IP's. Local service prov1ders,‘coupled w1th
gateway systems and - natlonal service prov1ders actlng as

umbrella—IP groups, ‘may be the way to produce thls result.

. As noted above, the structure of communlcatlons chargesvv"
‘may blas the market towards local service prov1ders. .If, :
ﬁ'however, it ‘is also desired to have local ownershlp versus
"’local branches of a national chaln, and toxkeep locally

owned serv1ce prov1ders from: hav1ng to compete with natlonal ;y_:
:(or_lnternatlonal) service prov1ders, then restr1ctlons on'li
~‘national (internatlonal) serv1ce prov1ders may be called |

V-'for;; For example, common service prov1ders seeklng to

y

market the1r serv1ce in more - than one centre or more than

:73: one prov1nce mlght be restrlcted to offer thelr serv1ce onlyi],3‘:

‘yﬂ through other service prov1ders. In other words, they would

be precluded from offering the1r service d1rectly to the

publlc. They would, 1n effect become umbrella IP's._

Access

~ The access issue both for IP's and users has already“'.

been discussed or referred to in several of the precedlng
sectlons. Because there is llttle po1nt in repeatlng all of
this discussion, we will simply br1efly-summarize the | |
important points which have been made. |

: Regardlng IP access:

1. a commonly percelved object1ve 1s one of unlversal
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‘access on a non—discriminatoryhbasis.s‘
(content/common carr1er separatlon w111 be requ1red to'A‘
uﬁachleve thlS objectlve, albelt w1th a modlfled concept TR
;’of content Wthh does allow carrlers to prov1de.'h
f:yrlndexes, gateways, and b1111ng. V | |

‘jcontent/common serv1ce prov1der separatlon w111 alsof-‘eav
::be requlred for the same reasons as for content/commonhfn

'fcarrler separatlon.'

storage alternatlves must be avallable 1f the,

'partlclpatlon of some IP groups 1s not to be
» dlscouraged

3umbrella -IP's, listed with-many service providers,?may~

-'be 1mportant for small IP access to the mass market.

fthe p0551b111ty of direct user charges is cru01al to

fthe partlclpatlon of Small 1nformatlon sales Ip's. By . ...

' the same token, an exc1u51ve ‘use of usage-— sen51t1ve

- fprlcesracross all services could 1nh1b1t‘thecmarket_m
fpos51b111t1es of small unknown IP s. : | |

fgovernment has much to galn as an’ IP and: should not bemf;vf:T
Jprecluded from serv1ng as an IP. At the same t1me,:

_care must be taken that government content not be

partisan or manipulative.®?

the cost of page creation, storage,

. computer-processing charges, and communications will

be important determinants of_IP participation,.

‘ especially small IP's. Brokérs may'be:important”intlr-:
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"-\fthe market in keeplng these costs down.‘ Most

f711mportant1y, a. compet1t1ve serv1ce prov1der segment of ,;V7V°

N

'ﬁhvthe market W111 be essentlal to keeplng these C°Sts
'.down-; »fl
*’1f9;i1t W111 be 1mposs1b1e to prov1de open access - f°r IP s i;

'p:on one way v1deotext,‘1 e., teletext, even 1f

lfffull channel teletext is prov1ded.? For efflciencyAﬁﬁ:"
; if”;vreasons, a rat1on1ng system based on pr1ce Would be u?{;;v~m
| . the- preferred solutlon to th1s problem.:;= o
b‘Many of these conclus1ons are : con51stent with our baSe
;::speclflcatlon of property r1ghts. Others, 1f des1red,flv
-requ1re property r1ghts restrlctlons to be 1ntroduced by : _fvffﬁy"
-government ‘ V | | | RS
e Regardlng.user access~vv
f[i; the problem regardlng uSers is morefonetofewhetherif_uhluif.u”
- %;‘they w111 want to- use v1deotex and hom much, rather C
‘:than whether they will have the opportunlty.f't' |
'é.‘there is a strong poss1b111ty that the cost of
.'v1deotex part1c1patlon for users (termlnal costs,f:"
1nformatlon costs and communlcatlons costs)‘because it_n
is so high will bias the'seryfce tomards‘high income
- earners. This bias will be lessenedato.the extent
that terminal‘and/or information_costs arebSubsidized'f'i
‘by‘iP's or government.'VIt~wi11walso be partialiy :
'offset by government prov1s1on of publlc termlnalsr

Such 1nvolvement by government may be based on equlty
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~jgoa1s and/or the- eff1c1ency of government serv1ce

fprov1s1on.

ythe term1na1 costs of v1deotex, at present levels,“
' pushes the threshold entry polnt to the market (1n
;terms of the level of percelved beneflts) qulte h1gh.¢;}:'uw

non- subs1dlzed communlcatlons costs Wthh are borne by~j7¥

',the user and prlced on a usage sensltlve bas1s could

- create a blas whlch favors users in 1arge urban

centers, whereas the soc1a1 beneflts of v1deotex may

be greater outslde such areas.' Th1s may be a bas1s

¥_for ;mpos1ng a restriction on‘the‘structure of

communications_charges to create,.for example, a

Y

uniform average prlce structure.."

:fcontent w111 be one of the most cr1t1ca1 factors_fz-

(along w;th prlce) in determlnlng.consumer w1111ngness

to use videotex. This is discussed in more detail

: below.

business users represent a major constituency for .

videotex service. Because the income constraint is

1ess~pronounced and the expected benefits often easier'j

to recognize on the part of business users versus

household users, the business user'market has’ become

‘the focus of many of ‘the f1rst v1deotex services to

70

‘appear. The successful penetratlon of the bus1ness

market will)llkely be cruc1a1 to the_longfterm

development_of videotex.




' the relat1ve user- fr1end11ness of v1deotex plus 1ts

l*relat1vely cheaper cost (because of the mass market)

:fare the major advantages of v1deotex over other

.'bus1ness orlented computer commun1cat1ons systems.o

| 7v1deotex, because it'is cheaper and s1mpler, cannot do{

But these other systems already ex1st, whereasvng'

jv1deotex is just starting.’ More 1mportant1y,, f;'“

'many of the thlngs wh1ch the ex1st1ng systems or.

serv1ce bureaus offer.

a potentlally major problem for users w1th

tele~shopp1ng services is that 1t could result 1n a
.1ot~of*impulse buylng. Leg1slatlon wh1ch Provides fori“ AR
"*“coollng off" perlod s1m11ar to that already 1n

?place in most prov1nces for door to door sales may be '.jff

o requlred to deal with th1s. The normal rlght of a

seller to ‘insist that a transactlon is. f1na1 may have
to be restr1cted
a means of guaranteelng pr1vacy for users will be.--

««requ1red. In other words, there must be strlct.'

controls on access to records of users v1deotex

“transactlons, as little 1nformatlon as necessary

regardlng videotex transactlons complled in the f1rst

place, and as l1tt1e as possible of what 1s complled

permahently reta1ned. The,user-proflles,wh1ch‘major

videotex usage wouldsallow_to‘bezassembled;could be. .

“awesome in their'completeness'and if.uncontrolled‘asu'u~‘




98

. . .to use "could lead to rsna'jor inV‘aeions"of p‘r'i{;';-;cy.».--_;_
| H'~vVest1ng the ownershlp of" user proflles in users seens‘:ffi[ f;
‘a relatlvely stralghtforward way to solve\thls -
*problem.' . k‘ ﬂ .
;f;‘eia;fpreferentlal access may be de51rable for certa1n by
'af5groups such as the handlcapped, relatlvely 1solated
communltles, etc.,; where there is a 51gn1f1cant soclal
' beneflt to be realized from the use of v1deotex

71 This would. 1nvolve an attenuatlon of the

' serv1ce.

' rights of some..

~Content .

. . . The importance of the content _:or:infor‘niation base *:
" provided by videotex to the successuof‘the;service is.
{j‘illustrated by the foilowing comments:

~The main difficulty is lack of useful
information. No one buys TELIDON.‘tghey buy
information or some useful service. ,

~=The bigge§§ problem is a lackjof adequate
~content... '’ ' - R o

" -Behind these concerns lies the conviction that-
below the thin layer of early-adopters there
are a majority of consumers -who will only take
-the time to acquire the new information skills -
and habits implicit in videotex adoption if
they have found a useful purpoie for videotex
before the novelty wears off

Unfortunately,'at this point, there is relatively '
11tt1e known about the videotex content preferences of"

. Canadians.. The videotex field trlals in: Canada, so far,

.



'hhave been largely technology/hardware trlals, they have not:fn

V' been marketing trials.
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75 As Flerheller notes,

" The main reason for the failure of the trials’
~is that they are really hardware tests with

o little thogght to the real needs of the
_‘consumer. N _

To- thlS comment can be added another, this'one from"an'f j&-}ii?zi'

. equlpment'manufaotuer:

There has not been enough market planning..
“Most of the introductory services tested so far
involve information currently available through

traditional sources. Furthermore, not enough
attention has been .paid, in these early tests,
to the difference bgtween the needs of the home
and business user. c AT -

This lack of information on:what_oontent will make the ~

service sell is beginning to be remedied. The most9notab1e;j"'

case of a marketing trial is Graséroots?i Another example,

at Ieast‘in conception, is theuB'C Tel. trial, although
thlS tr1a1 as it'is unfolding’ 1n practlce has turned out to
be somewhat dlfferent than orlglnally planned.78 |

‘ A 1ot is being 1earned as well from non- Canadlan f181d,

trlals of v1deotex as well as the experience of"

up—-and-running systems elsewhere,‘partlcularly Prestel in
A particularly significant trend which has emerged in

marketing strategies and is reflected in the Canadian case .

~in the approach of Infomart in general and Grassroots in

particular is what Larratt refers to as ﬂnarrowcasting“:



E Larratt'adds.to this explanationit

Lleo

In short, in North America today there is no -
single simple mass market. The,mass market has:
. disaggregated, -and the media narrowcasting
“which panders to this trend will serve to
accelerate this flying apart 35 values, tastes
“and consumptlve consumptlons. s

Larratt goes ‘on to note that Prestel 1s now turnlng

"away "from the Unlversal database notlon towards the more

.bus1ness 11ke "sectorlze the market" approach“81

Thls is the view which has been taken by Man1toba Tel

-.and Informart in the1r Grassroots prOJect. As Anderson,vof

‘.Manltoba Telephone, explalns-

Therreal question is one from the consumer.
What is the real utility. of this service for
me? Why do I need it? The product has to be
affordable and it must £ill a need. We think
~that the best way to answer those aeeds is by
concentrating on specific groups.”® . - =

- MTS estimated a target market size of 27%,
7,371 farms. Videotex, .as a concept, has

- gtrong appeal for about a quarter of: the ,
‘farmers. The ones interested are the. younger,

. more innovative and better educated, on the

"bigger farms. This group is now being targetgg

gby Grassroots as the probable early adopters.

As a- marketlng strategy, narrowcastlng makes a great deal of
sense. Does it, however, have other 1mp11catlons beS1des
creatlng a more profltable serv1ce?

The earlier quotation on narrowcasting by Larratt’ L

‘suggests that the market fragmentation implicit in

"narrowcasting may not always be sooially'desirable since it~

may foster collectively undesirahle'social trends. In
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' 4'_._.'add1t1on, the narrowcastlng approach potentlally llm1ts the"'_

| .'1evel of 1nteractlon achieved through v1oeotex out51de of |

'4efalready deflned spec1al 1nterest groups.. It postpones,

b':perhaps 1ndef1n1t°ly, the goal of developlng a un1versal‘
‘database a1med at a mass res1dent1al market by creating the-«4

‘_equlvalent of a number of closed user groups. It‘makes

lhfgbusiness users ‘the prlmary focus.,

Whether or not these 1mp11catlons are seen as problems
_~depends to a large extent on the goals wh1ch v1deotex is
;’f'expected to accomplish, Pragmatlcally, 1t must be
-recogn1zed that unless a market can be created the"goals
. set down for videotex will not have much meanlng.v
; Narrowcastlng may not conform to many people s expectatlons -
',1 or des1res regardlng the potentlal of" vldeotex but 1t may bef
the best way of openlng the door in the short run. That
'could still leave the ‘longer term to 1mplement the orlglnal
objectlves. What w1ll be 1mportant wlll.be ma1nta1n1ng~
enough flexxbility in the structure and institutions
serv1c1ng the market to make th1s changey, when the t1me
comes. 'Dav1d Carlisle of Infomart has stated,
Next comes the home market which will be driven
by the business usage. When I get 5,000
executives with these terminals on their
credenzas, they'll want them in their homes, in
hotels, in first-class lounges of airporgi, )
since they will be accustomed to [them].

Carlisle's comment is both encouraging and worrisome, at the .

. ~ same time, for those who ultimately want a "people-oriented"‘_
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1jsystem.v It demonstrates that, 1n open1ng the door, other

ffp0551b111t1es, partlcularly the re51dent1al market, may

’i”;become more real._ It aISo suggests, however, a b1as towardst_??_a;f
T'ffthe people at the top of the SOClal and economlc order. j,

"Vf;Termlnals Wthh s1t 1n flrst class lounges at alrports w1ll‘f

'Jinot prov1de access for the average Cltlzen-f‘i

C I 1s also very relevant to note that the focussed

fbgbfappllcatlons of narrowcastlng may lmply a certaln amount of ;p§;5g

gd:content control/packaglng by serv1ce prov1ders._ To quote

fiLarratt once again:

. - The Times-Mirror Company believes that the

" videotex trials to date have been engineering ‘
"demonstrations and it is convinced that without .

. the proper content videotex has no mass appeal.

“The company notes critically that the British.
Post Office sold blocks of pages, (computer

" storage and fac1llty) ‘to- whomever wanted to .
‘buy. While it is hard to ‘imagine how the BPO.

- could have excluded anyone, the result was an
incoherent and confusing warehouse of data,
often redundant, and frequently inadequate.

. .The company considers the Knight-Ridder test in.

-Florida to be more under control in terms of

d1sc1pllne exerc1sed over content and 1ndex.85‘3"

AThe base spec1f1catlon of property r1ghts we' have set‘-y
' out does not. preclude the narrow castlng marketlng strategyr

. It does, however, constraln the way in wh1ch common serv1ce.

~prov1ders can pursue such a Strateqy. Content/common-:

service provider separation, coupled with the~access>

'_prov151ons common service prov1ders must allow IP's, makes

1t 1mposs1ble for common service prov1ders, by themselves, L

to create a service almed exclu51vely at a. partlcular user'
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fsegment with completely tailored content.‘ On the other‘-:
fhand, there is- noth1ng wh1ch precludes brokers from
-assembllng;such packages and putting them on the market‘via

-a common service provider.

Indlrectly, common service providers will cater to

kspec1allzed markets under such an approach but 1t w111.not
ﬁj_be a s1ng1e focus per serv1ce,prov1der. The same serv1ce

}prov1der-s1mu1taneously could well carry several packages.

aimed.at,special market segments and parts of those packageS‘

'might be‘in common., There are obvlous potentlal eff1c1ency

gains.in such assftuatlon. Moreover IP's ga1n 1nsofar as
those who don't neatly fit 1nto any predeflned segment of

the market would not be kept out; ‘the r1skuof_part1c1patfon
would, however, be their own. .Users alsoiwould benefit:
because}_eVen if they joined the,videotek.network-on account.

of the.availability of a specialvpackage, their use of

Jv1deotex would not be limited to that package., If service

provlders do the packaging themselves, they will not only‘
control content and IP access but users may have_far more
limited_choice. |

If it is deemed socially desirable to foreclose any
type of narrow casting approach,'f;e;, if government should
decide to require a "super data-bank" where all.IP's go into
the same pot, then some attenuatlon of r1ghts will be

1nvolved The approach suggested here of constralnlng the :

&role of common service providers in the narrowcastlng




E ﬂ'approach, whlle permlttlng umbrella IP s, 1 e., brokers, to
‘ti pursue such a strategy 1s cons1stent w1th a non attenuated

s -property rlghts spec1f1catlon and 1s, 1t is suggested to bef'ﬂ”'

”preferred to a. complete ban on-the approach The

‘\.inarrowcastlng approach is belng adopted because 1t promlses L

":lto help sell the serv1ce to the potentlal user populatlon. :

'If 1t 1s forsaken entlrely,-the result may well be to

fvaorestall or even to permanently retard the emergence of

-fhv1deotex. It must always be remembered that one needs to

'5kcons1der more than just the reasons for 1mp051ng
brestrlctlons, however sound or justlfled those reasons may.

‘h'be; The costs, partlcularly the 1mpact on producers'A

‘Ujlncentlves, must be carefully welghed.

‘fTeleteXt Versus-Two—Way Videotek

' The d1scuss1on of thlS report up to nom.has been
:*prlmarlly concerned w1th two—way v1deotext._ Teletext has:
_-been referred to several t1mes but- 1t has not been the,l
-fprlmary focus. In thlS sectlon, teletext 1s'addreSsed more'

l exp11c1tly both because it could be an 1mportant v1deotex

service in its own right and because the development of the

teletext market could be of 1mportance to the development_of
two-way vldeotext.‘ ‘

.Teletext is a one-way videotext system which is-_‘
typlcally transmitted in a broadcast mode, elther over the

air or v1a.cable systems. Because it is one way, 11ke the




'°Wafprov1ded by teletext is quite 11m1ted When 1t is done
‘ﬂﬁfius1ng the vert1ca1 blanklng 1nterva1 °f regular TV
:“r,broadcastSr the capacity is limited to appr°X1mately Zﬂﬂ

'ilgpages. If a full channel is- devoted to teletext, the

““”capaclty increases cons1derably to approx1mately 10, ﬂﬂﬂ

. ~un11m1ted potent1al of two—way v1deotext.~‘

o1m5

”lfexisting cable system,"lt is a natural market for cable

ifoperators to be 1ook1ng at to develop.

Use of a’ broadcast mode means that the 1nformatlon baseﬁﬁf

‘E‘pages.- But this is st111 small relat1ve to the almost

Teletext has a- number of advantages over a. two—way

“VVServ1ce,,Wh1ch, 1nter alia, 1nclude the follow1ng _ ff ;.igtf‘;‘
f;l{ilt can be prov1ded to households uslng the ex1st1ng

cable transmlsslon system

2. it:is less expens;ve-to operate"thanza two-way onjline Qfaif

ﬂ system .

;;”'3,>;t is easier to update‘or change-pages on a broadcast b
serv1ce than on an on- 11ne service -
‘ 4Q'telev1slon sets are likely to soon. have teletext
.decoders built in at the factory so that there w1ll bes'
:no addltlonal, separate hardware cost to join the - _
system86 ‘ '~'r» : B | o §
5;"household penetration rates can be expected to be high - "
'because of the present penetration:of cabie_and the i“," :
‘anticipated zero hardware cost - o ) o -{.A.‘Aiv‘ 3 o

6. the amount of information available (i.e., the number
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' of pages broadcast per cycle) on. a teletext system,

”fwhlle 11m1ted,'w111 be ‘a much less severe constraint~~

A‘rmfw1th full—channel teletext. Cable'has made local

' ffchannels a relatlvely abundant. good as compared to the;,jf”w

'”fgsharp scarc1ty of over- the —air. broadcast channels:

.-drand further, ‘with the addltlon of a packet sw1tch1ng u)

iw1th1n a. local v1ew1ng area.~

e
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teletext, as a medlum, is hlghly sulted to advertlsingi

:5protocol at the cable head end to tallored

'(advertlslng, i.e., different messages for different.\.

“-.users based on the clientele the advertiser wishes.to‘*

_reach and the use of user proflles to 1dent1fy

-~ sub-groups of subscr1bers who match the cllentele‘

;Speclflcatlon. Thus flnanclng WOuld not be a problem\tq

" if the users can be dellvered.: Because content would.'” |

'-_be free under an advertiser'financed_system;5the;

probablllty of getting the approprlate number of users SRR

w1ll be reduced.

“access is not limited by the number of other

_jslmultaneous users, unlike on-11ne systems where_the

computer can accommodate only 'so many users at a time.

Teletext also has a number of d1sadvantages. These

include, inter alia:

1.

it does not provide two-way, interactiveﬂservice}
although a two-way capability could be offered uia.a

ihybrid cable-telephone system




' S 21t offers a llmlted number of pages compared to-
'11-91deotex~ o DA o
E"f;B;ha one—way system greatly 11m1ts the range of serv1ces;€;

ﬂ*ﬂffwhlch can be offered relatlve to the total potent1al jff

. ,-’_‘l"

T_fof v1deotex
A;an advert1ser flnanced scheme llmlts IP access to **

| };those IP s who can afford to advertlse and/or those

“"ufwho can f1nd sponsors for the1r content'

V5.ia cable operated teletext serv1ce,‘at least 1n1tially,??}?ﬁj‘7%h
.%_awould bias. user access towards those areas already
'serv1ced by cable. _CablevlnACanada;hasltradlt;onally .:t‘::
-had an urban blas. “k- f | ‘v; | h.:v o
u'd,:the llmlted capac1ty of teletext 1mplles, potentlally,;:'i
- ‘ 'some form of content control. » Th1s could threaten the”-"
e | H‘appllcation of the content/carrler separatlon \ |
'hprlnclple to teletext although 1t need not do so.g It fhij
“does preclude the corollary pr1nc1ple of universal:: o
.access for IP's at pre—determrned, non-dlscrlmlnatoryf'
'pr1ces. | . A' . |
The TAMFC Report is a study undertaken for the cable
‘telev1s1on associatlon on the market potent1al of |

cable operated v1deotex serv1ces.88 It argues that cable is

a superlor ‘carrier to telephone for dellvery of a mass
‘audlence,servrce. It goes on to argue that cable operators

'should pursue this advantage and’ lntroduce videotex serv1cef

: . © * which is a) one-way b) exclusively advertiser financed and



ff;c).strictly controlled by the cable operator as to content. e

If the strategy recommended by the TAMEC Report 1s

A"jj]adopted by . cable operators, then v1deotex 1n Canada could
"7become strictly a teletext system w1th the 1nherent

'5?j{d1sadvantages<noted abovea,jAs‘Godfrey notes,ff

fﬁiQFrom the consumer's point of view, there"are“;"
.- obvious flaws in this strategy, primarily in- _
>‘that . it turns an interactive technology into a : .. -
. one-way delivery system ggminated'by‘those who /-
-can’ afford to advertise.”? - . - C

For those who do not feel that th1s version of v1deotex

'jis a desirable one, a major question is- whether, if such;a,in
:55;system develops, 1t w1ll preclude the emergence of the |
;,ialternatlves._ There is some probability that this could
.Z:f:happen.v An advertiser financed teletext serv1ce would draw_:‘
.on part of the advertising base potentially available toéa
ftwo—way v1deotex serv1ce, “thus reducing what might be an
'yilmportant revenue source for two- way v1deotex. Moreover, oni
rthe 1nformation—retr1eval side, it can be expected that the,"

7data base of the two- systems would 1nvolve a lot of

duplication in the type of 1nformation available. news,f

weather, sports, etc. If the teletext igs free to users,
either the two-way service must be free also, thereby taking

~away any discretion as to preferred or best pricing

3

~structure, or face a major competitive disadvantage in

charging for something which can be received free from

- someone else. Two-way serv1ce has other cost disadvantages.

18




\\JalSo such as the hlgh termlnal cost and the communlcatlons o

‘:,jcharges.‘

ﬁfi;more attentlon on pay—TV and various home monltorlng

t}serv1ces.~

1890

9@ Thus the probablllty that teletext may drive out -

T}LJtWo-way v1deotext, espec1ally 1f the cable companles
fh'ﬂestabllsh the1r market first, 1s a real one.v The cable

J,Acompanles, So far, are mov1ng falrly slowly concentratlng

q In the abstract, it Would not be undeslrable, 1n factf'

,:glt would be hlghly des1rable, to have both types of

:l‘v1deotext avallable.; Moreover, it 1s suggested that the
'same separatlon pr1nc1ples should apply to teletext as toﬁ
‘étwo—way v1deotex. "If cable companles are to prov1de the ‘:, ;ihi~~'

5{ﬂcarr1age, they should not be dlrectly 1nvolved e1ther as e

'fi,serv1ce prov1ders or as IP's. If 1t should be dec1ded that
Vrownershlp of the vertlcal blanklng 1nterval belongs to
':broadcasters, then, except where the vertlcal blanklng

",1nterval is used dlrectly as an adjunct to regular broadcast ;,‘
:'programmlng, (e d., for 1nsertlon of co= opt1ons for the

K deaf), the separation pr1nc1ples should st111 apoly.

Given the capacity constralnts of teletext, some form

‘of control of access must be implemented. This need not,

however, 1mply content control, although 1t could. As has

been stated prev1ously, a price ratlonlng system whlch gives
access to the hlghest'bldder wouldnbe one'way'of allocating

the resource without requiring direct content control., If

‘such a solution does not conform with the government's




f“.offered but 1t is clearly an optlon.

119

;fsoclal objectlves,.another optlon would be for government toﬂjﬂz'y K

v

aass1gn access rlghts versus hav1ng pr1vate operators do it.

"?fNo recommendatlon on the des1rab111ty of th1s is be1ng

'JConCIUSions‘

,' At the beg1nn1ng of thls report we stated that

"”f“commerclal v1deotex service, was a vertual certalnty w1th1n

iflthe l98ﬂ s.,.We also stated that»the market-structure

,\_‘\‘_—_____

——

*'adopted for videotex would have 1mportant 1mp11catlons for

:‘Canada s abillty to reallze the potent1al beneflts of thlS-.

:“fnew technology in an eff1c1ent and equltable way. The_
lfxanalysis of the report which followed thlS statement has,"h'
ﬂ‘}demonstrated or proven ‘the statement's truth ‘What has been:yu;*'
'~ﬁ‘1earned 1s that a number of market structures are poss1b1e:
"'and that, 1eft alone, the v1deotex market 1s h1gh1y 11ke1y

_to evolve along 11nes which do not ensure - max1mlzatlon of

the potentlal benefits-for Canadlan society. What we have.

also 1earned is. that market structure 1s, fundamentally, a

questlon of property rights and that, to f1na11y decide on

the most des1rab1e market structure means dec1d1ng first on

LR e —

the preferred property r1ghts structure for the v1deotex

e i

market. But ‘the preferred property r1ghts structure cannot

e 2 B ————

be def1ned or decided upon unt11 and unless soc1ety




[ﬁyfthe 1nherent values behind. those qoals)'whlch the~v}deotex'd»“:
ifimarketilsvexpected to achleve., S |
LN
.ﬁ_been set out here as a base polnt. It meets the objectlve.

';fof economlc.eff1c1ency and, slmultaneously, 1nc1udes several
niiother attrlbutes Whlch many observers v1ew as des1rab1e.fyIt_:;:'i‘
i;ffaddresses aspects of the prlvacy 1ssue, the separatlon ~vh
'ﬁirlssue, the centrallzatlon 1ssue, the access 1ssue, for both
’t.IP 's and users, the flnanc1ng issue and the pr1c1ng
structure 1ssue. it does not, however, fully address such
”eylssues as forelgn ownershlp, concentratlon, urban blas, IP'
f@and user access, flnanc1ng and prlce structure. Full f"‘ -@'“.p}
L resolutlon of these issues is not. cons1stent w1th an | |
.f‘eff1c1ency objectlve and cannot be fully addressed 1n a :h ;S.h.dri“nl?'ﬂ
\report such as th1s w1thout a clearly speclfled and rankedag-l |

set of soclal goals for v1deotex. R R e -“ffl‘._5; |

R EERRIR

A non attenuated spec1f1catlon of property rlghts has

As*a‘flnalrcommentl;t is perhaps' important to_notesv

s that, in setting the goals for videotex, the temptation to.

make v1deotex "all thlngs to all people" must be res1sted.-

Too many restrlctlons on the property rlghts of the. varlous

______ . AU e e o

producers of’ v1deotex serv1ce could well mean that the

e —

service is stopped before 1t can- get started. This 1s~in‘

part why the prlorlzatlon of goals is so important. -Also, .

however, one must remember that v1deotex 1s only one tvpe of

'computer/communlcatlons‘network and that some of the. other

network alternatlves whlch do not have the mass. audlence

o e e e e

' ﬁ\'

'
i
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?-characteristicvof videotex may be better instruments'for

‘achiev1ng various . social policy goals than V1deotex.

“Videotex markets must be structured to achieve thelr

."potential but, in the process, they must not shut off the
-'f;potential of other 1nformatlon network alternatlves. The

'Thmset of nonattenuated property rights which was spelled out

'fearller and the market structure which that 1mplles should
be.the5start1ng p01nt. From there governmentlmust decide on
:f;further possible restrictions aimed at meeting clearly
.spe01f1ed goals at the same time as the V1ab111ty of the
:Jmarket is. malntained and the expectatlons of the market are.
_realistic. Very importantly the structure adopted must

=reta1n the flex1bllity to cope w1th changlng technology and

‘alternative market opportunlties._
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fsubscrlbers the right to be compensated for the cost
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'Glossary
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v

Addr°551ng Capability - the ab111ty to interact a specrflc
user..

VvBlock subscrlptlon - to purchase access to a given number of_f

pages of. 1nformatlon or a ‘given amount - of access time.

Broker ~-’see Videotex broker.

' Common carrier of videotex - carriers offerlng to transmlt

v1d°otex service to the general public.

.Common service provider - serv1ce prov1ders offerlng the

videotex. 'data bases of 1ndependent IP's for sale,
dlrectly or 1nd1rectly, to . the general publlc.

I

‘Distribution provider - any person or organization which

provides the physical distribution network used to

carry videotex service from the service provider to the -

user and/or from third party computers to service
prov1ders.

"Electronic mail - direct contact between two or more parties

through the videotex systems. It may take the form of
a store and forward message serv1ce.t

:Flnanclng structure ~_the system employed to pay the costs

,of videotex.

'Flat rate subscription fees - a fixed fee for service

charged, for example, on a monthly basis... The amount
of usage does not affect the amount paid. ‘

Gateway computer - a central compUter_which'provides
automatic access to third party computers.

Host - computer - a computer used to store the data bases of
IP S. .

Information provider (IP's) - any. person or organization
‘involved in directly providing pages of information to
v1deotex. » .

Informatlon retrieval service - the use of videotex to
receive pages of information upon request.

Master index - a central directory'of the videotex

information base by title, subject, and/or by service
prov1der.
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. Price structure - the system of direct user charges
' employed. :

Service provider - any person or organization which makes
available videotex service directly to users. '

'Storage provider - any person or organization which provides
computer facilities used to store a videotex data
base(s) .

Te11don - a particular technlcal version of v1deotex
developed 1n Canada. : :

Teletext - a one-way videotex system which is typically

transmitted in broadcast mode on either cable systems -

or over the -air.

Third-party computers - computers involved in videotex
transactions other than those of the serv1ce prov1der
and/or the carrier.

Transactions services - the use of videotex to carry out
commercial transactions such as banklng, shopplng, ‘and
b111 paying. S

. Transparent user connection - the use of gateway computer,
such that the user appears to have dlrect access to an
IP's data base.

Umbrella IP - a videotex IP whose data base is a collection
of the data bases of more than one independent IP.

Usage-sensitive fees - a user pay system where users are
charged on a per page or unit of time. basls.

V1deotex - the widespread dlssemlnatlon of textual and
graphic information by electronic means where the
recipient can selectively control the display of
information on terminals. (often suitably equipped
television receivers). s C »

"Videotex brokers = any person~or4organizatioh'which plays -
the role of market middleman between IP's and videotex
service providers.

Videotex market - the buying and selling of videotex
services. This encompasses all aspects of the
production and sale of videotex service and the
purchase and consumption of videotex service.

Videotex_market structure - the way in which the. videotex




market is organized and conducted.
%
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