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The communications and
Internet revolution
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» The Internet and World Wide Web revolution

+ The impact of the information revolution on actors

» The information revolution and challenges for government policies
» The impact of the information revolution on international relations

¢ Conclusion

READER’S GUIDE

During the 1990s the Internet and World Wide Web exploded onto the scene. Communica
tions always was critical in the conduct of international relations, but it receives mor
attention today. After providing an historical backdrop, this chapter begins with an over-
view of the key changes globalizing communication and information. it then reviews the'
impact of the dramatic changes unleashed by the information revolution in three areas.
First, it considers the impact on the key actors—countries, companies, non-governmental
organizations, international institutions, and people—and their relative influence. Second,
it suggests that path of the unfolding information revolution and the consequences for the
future depend on four areas of policy which are driving the direction of globalization in the - ’
Internet age. Third, the chapter assesses the implications of the rise of global networks for-

international relations.
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Introduction and historical backdrop'

International Relations scholars and students long
ignored the fundamental role of communications.
By contrast communications is now at the forefront
of globalization and international relations for three
reasons. First, governments embraced new competi-
tive and regulatory approaches for the communica-
tions sector, abandoning the traditional monopoly
structure of communications. The impact of these
national decisions was to promote competition and
globalize communications. Second, competition and
innovation fuelled fast-growing communications
and information sectors that stimulated economic
growth and created new jobs in industrial and many
developing countries. Third, the sudden prominence
of the Internet and the rise of the World Wide Web
is changing the way international relations works
and influences the path of globalization. Further,
as Table 25.1 makes clear, the adoption of innov-
ation associated with this information revolution is
' proceeding at record speed.

Communications and information technology
firms now are at the core of a new world information
economy. A critical, new component of globaliza-
tion is that faster and cheaper communication tools
including fax machines, mobile phones, computer-
aided design, and Internet and electronic communi-
cations link many people, firms, and countries sim-
ultaneously. Food, shelter, health, and education

Table 25.1 The speed of change: years to penetrate 25
per cent of the US market

Year Years to
invented penetrate
Household electricity 1873 46
Telephone 1876 35
Radio 1906 22
Television 1925 26
pPC 1975 15
Cellular phone 1983 13
Internet 1991 7

Source: Federal Reserve Bank of Dallas, cited by Milken Instituite
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still are the most basic human needs. But, increas-
ingly, access to efficient communications networks
is widely accepted as critical to growth, innovation,
higher productivity, and job creation. Further,
instantaneous global communications empower
non-state actors and may profoundly influence pol-
itical and military relations as well as economic ones.
Students of international relations have taken
notice.

The source of these changes is the telecom and
information technology sector that is growing and
evolving on Internet time. (One Internet year is one
calendar week.) The microprocessor and cheap
memory revolutionized the communication indus-
try in the 1980s. The Web did not exist in 1989 but
during the 1990s the price of international tele-
phone calls plummeted and the global networking
of computers became nearly ubiquitous. In the
coming decade the spread of wireless data com-
munications could change everything yet again. As
globalization proceeds, one central task is to under-
stand the networks that tie everything together and
why they matter.

Some historical background is helpful to set the
context. National communications regimes almost
all were based on the idea that telephone service
could be most efficiently provided by government-
owned or government-controlled monopolies. In
most countries the monopoly telephone companies
were slow to innovate because in return for their
monopoly protection they were not allowed into
new arenas such as television or satellites.

The international regime was built on two ideas.
First, countries and companies agreed that there
should be no competition in the provision of inter-
national calls, so international calls were extremely
expensive and profitable for the companies. Second,
standardized networks and equipment became the
norm because global universal service required it.
The scheme for managing international communi-
cations remained almost unchanged from the first
telegraphic submarine cable until the mid-1970s. At
its core was the International Telecommunication
Union (ITU) that set technical standards and made
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1843 First telegraph message transmitted in Morse

Code
1876
1894

Invention of the telephone
Marconi pioneers wireless telegraphy
1900 First voice broadcast by radio

First BBC radio transmissions for London

S gk

1922

US Communications Act of 1934 establishes
FCC

1934

R

1939 Invention of the television

1945 First Electrical Computers (ENIAC)

Box 25.1 Chronology of key communications events

1956
1965
1974

First transatlantic telephone cable
Invention of electronic mail

First personal computer—Altair 8800
1981 British Telecommunications Act of 1981
1981 Introduction of IBM PC
1984 AT&T broken up
1989 Invention of the World Wide Web

1990 First World Wide Web browser/editor

sure that they were compatible, allocated radio spec-
trum and made sure that they did not interfere with
one another, provided technical assistance to poorer
nations, and later gave out orbital slots. With the
opening of space, the ITU was joined by Intelsat in
1964. Both the ITU and Intelsat served as virtual
telephone cartels controlled by the national
telephone monopolies in their member states.

The Thatcher-Reagan economic revolution at the
start of the 1980s laid the groundwork for the trans-
formation of global telecommunications. The British
Telecommunications Act of 1981 separated tele-
communications from the post office, began to pri-
vatize British Telecom and Cable & Wireless, and
began to introduce competition in equipment and
service provision. A new Office of Telecommunica-
tions (Oftel) was established as the new telecom
regulator.

In the United States AT&T was broken up on 1
January 1984, by spinning off its local operating
companies. In return, AT&T was permitted, for the
first time, to compete to provide value-added and

" enhanced information services. This single action
was the critical event that prompted countries
around the world to re-examine their regulatory
approaches and unleashed waves of competition
and innovation. Many countries followed Britain
and the United States to embrace greater telecom
competition, privatization, and liberalization. Con-
vergence became the watchword as boundaries
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separating local and long-distance, voice and data,
cable and telephone, and wireline and wireless ser-
vices eroded. Service providers may now provide
content and broadcasters, studios and other content
providers may provide voice and data services.
Energy utilities, railroads and other transportation
companies, and water companies also migrated
towards communications services. International
partnerships and mergers proliferated. Box 25.1 pro-
vides a short chronology of key telecommunications
and Internet developments since 1843.

Developing countries, like industrial countries, are
moving towards greater liberalization and competi-
tion, but at a slower pace. As a result, the teledensity
gap between middle income and the poorest coun-
tries is widening and unless investment increases
substantially most poor countries will experience a
‘digital divide’ relative to the industrial world. An
exception is China which, having passed Japan in
early 2000, now has more mobile users than any
country except the United States. ‘

On the international level, the Uruguay Round of
Trade Negotiations in the GATT that concluded in
1994, helped ensure that trade in new communica-
tions and information services would be liberalized.
Persuading entrenched monopolists to cede their
power so that ordinary telephone services would be
provided competitively was more difficult.

Three major steps completed the transformation
of the international communications regime. First,
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Box 25.2 The WTO agreement on
basic telecommunications services

During the WTO Negotiations on Basic Telecommuni-
cations, the United States offered to open its tele-
communications markets if others opened their
markets in exchange. On February 15 1997 negoti-
ators concluded the agreement, an annex to the 1994
Uruguay Round agreement. The EU's strong offer
attracted other offers to the table. Peru showed con-
siderable courage and creativity and Brazil, a country
usually associated with closed markets, showed
resolve and ingenuity in showing that it was possible
to table a credible offer in the midst of domestic
reform. Hong Kong contributed to the work on regu-
latory principles, Japan and Korea showed flexibility on
the same subject, and in the closing stages Singapore
tabled a strong offer and pushed other ASEAN coun-
tries to do likewise. These efforts led to breakthroughs
in Malaysia, Indonesia, the Philippines, and Pakistan.

Results came in four areas: market access, the adop-
tion of regulatory principles, liberalization of foreign
investment rules, and satellite offers. Market access
soared. Fifty-nine countries agreed to adopt transpar-
ent, pro-competitive regulatory principles, represent-
ing 99 per cent of the WTO telecommunications mar-
ket. Forty-four countries agreed to permit significant
inward foreign investment. Fifty countries guaranteed
market access for all domestic and international satel-
lite services and facilities.

The results of the WTO negotiations exceeded
expectations. Twenty-three of the twenty-five Euro- .
pean and Eastern European countries made full offers
in alt four categories. Eleven of the twenty offers from
the Americas were strong across the board. Australia,
Japan, New Zealand, and Singapore were far ahead of
the other twelve Asian countries fully in liberalizing
their markets. None of the eight African and Middle
Eastern countries made fully opening offers.

the fifteen member countries of the European Union
mandated competition in basic telephone services
starting in 1998. Second, on 15 February 1997, nego-
tiators successfully concluded the WTO Negotiations
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on Basic Telecommunications. Sixty-nine countries,
which account for the vast majority of international
telecommunications traffic, agreed, to varying
degrees, to liberalize their telecommunications mar-
kets starting 1 January 1998. Many countries agreed
to lower or remove domestic barriers to international
competition in the provision of local, long-distance,
and satellite services; pledged to adopt transparent
regulatory principles to support competition; and
agreed to make it possible for foreign firms to pro-
vide domestic satellite services. Box 25.2 summarizes
the major accomplishments of this agreement.
Third, the US Federal Communications Commission
acted unilaterally to force a sharp reduction in inter-
national rates. Together, these three achievements
completed the transformation of the global tele-
communication regime from one dominated by
monopolies to a much more competitive system for
basic communications. This new regime, however,
did not cover new information services.

Key points

e Communications and information technology
firms are now at the core of a new world informa-
tion economy.

¢ National monopolies provided telephone services
in almost all countries for decades.

¢ National monopolies used the International Tele-
communication Union, later supplemented by
Intelsat, to prevent competition in the provision
of international communications services.

e The Thatcher-Reagan regulatory revolution
undermined monopolists, encouraged domestic
and international communications competition
in national and international communications,
and  unleashed  significant  technological
innovation.

During the 1990s there was significant progress at
creating a competitive international regime for
telephone services, but not for new information
services.
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