racifiang

WAS the industry’s bread and buner
for over a ventury; But-the end isnow m
sight for traditional telephone serviece,
‘which will soon be overtaken by veice-
gver-internet <alls in terms of usage, and
displaced by irteTre! RECEss a5
the core 1evenue-taming sérvice offered
ovér fixed liney by telecoriis firmy. And
even if the (raditional refephone 1s not
quite dead vet; its business model cerr
tainly Is: metered teluphone calls whose
¢ost depends on the length of the call and
the distance covered are becoming en
anachnonism:

The demise of maditional telephony
can be chared In two ways: by looking st
the proportion of call traffic varmed using
volee-over-internet-proloce] (votr) tech-
nolagy, which already exceeds 50% on
some roules and seems (o be heading {o-
wards 100%; and by looking ut the cost per
mintite of valls, which appears to be head-
Ing Inexorably downwards, thanks =
vorr's far lower costs and higher eff-
clency. vorr 14 chasper because instead of
establizhing a dedicated circult to connegt
two callers, itencodes the ielepfione callas

& tworway strean of data packets that are.

sent over @ high-Speed internet connec-
tion. This encoding can he doneeither bya
computer funning & piece of software such
-as Skype.the most popitlar Voip provider,
which now ha< more than 10om users; or
fi ean be done by a small box, called anan-
alogue terminal adapter, which' allows a
standard telephone fo be plugged into a
hroadband cornegtion..

VolPocalypse now

Sending packets dcrpss the intetet iq freg
once you have paid for your broadband
subscription, so calls that travel entirely op
the infernet such & those between two
Skype users, cost nothing, (I yoo use 3
VOIF service 1o conneat you 16 a tradiional
telephone. the call tmvals mostly acrosy
the'infernet bul pops out onte the local
phone nerwork at the other ends the
owner of that network then churges « fes
to deliver, or “terminate”, the call, typically
ne more than a local ¢all. All this reduces
the price of telgphone calls dizmatically,
Indeed, Niklas Zénnstrdm, the co-founder
of Skype, belibves thal voice calls will

eventually costnothing. “You don't pay for
each e-mall or ¢ach web page youload,” he
savs. "li'sthesamewith phone calls: That's
where if's going. Itwill be free.”

Aside from ufdévmining the pricing
maedel of a milllon-dallarindustry tha still
makes most of s money from voice calls,
voreis distupnvein other ways, too. vole
phones can have fraditional phont num-
bers assuclated with them, But theywork
wherevia they are, provided they are
plugaed into the intemet, makiog a4 mock-
ery of geogmphical canventions such as
areg rodes: S0 you can assign, say; @ San
Francisca phone number (area code 415 16
your pltone, take it &y anather counuy,
plug it into @ broadband conmeetion and
have peaple in San Franciseo cal) you for
the price of a local call.

More subtly, vore déecouples the two
Fr_wluusly mtertwned componenisof te-
ephony: access ta the network (vid a wire
ruAnnE inlo your house, for exampledand
service (the abilty to make and receive:
calls), “Tradittonally, access and service
have been movided togethar. But with
vore you ¢an buy hroadband Gecess om
nne firm (g cahle operator, say) and a rele-
phony service from another (such as Vian-

age) 5o ewnitgthe actessnetwork ne lon-

gepconfers a monopoly o voice seryvice;

ctonverselitispossibletooffera voice ser-

vive without awning an access network.
The resulr has bean a surge of innovas

tion and compeition gs new enmangs
floed into the market. The speciacular faii-
ure of Vorage's initial public offering—the
firm's share price collapsed after it fleared
onthe NASDAQ exchange in May—did noy
signal a lack of confidence in vorr: it
merely demonsuated that Vonage now
faces serious compefition ina markes i
hetped to proneer, According to Infonetics,
a market-research firmn, voir-hased wle
plione services worldwide had 24m resi;
dential subscribers last year; hy 2009 the
pumbey s forecast tp reach 1a1m.

Let camnputer speak unte compiter
Those higures exclude compulerio-com:
puter vore calling, which is also growing
fast. The success of Skype has prompted
big internet firms, including Gongle, Yar
hoo!; Microsaft end AoL, 1o Taumeh similar
services, which allow free calls betwesn
computess and very cheap or free calls be-
ween compurers and traditnonal ele
phones. That is why Skype sold itself to
eBay for 52.6 bllllon kst yeir, Mt Zenn-
strom explaing. "We thought it would be
good for us; a5 we gel into competition
with bigintemet companies, mbe partof a
hig internet company ourselves™”
Businesses wre also gmbracing vou,
which gilows them to usea singlenetwork
to &arry both voice and daty within and
between offices. To start with, the atrac
tion of vare was simply cosl reduction,
says: Gisco's Mr Hoyd His companys
whilch competes neck-and-neck with Nor-
tel 1o b thie leading suppliexof voup wele
phony equipment, has sold over om desk-
top vair phones. New buildings and
offices now routinely have a smgle net-
work mstalled, mther than separate phome
and dats networks, he explains. Saley of
trdifional switchboard equipmient are m
declime, whereas sales of reenabled
gquipnrent are growing at a tate of ahout
30% & year. Already, more than oné-third
of large North American companies have
adopied vour, and two-thirds will have
done 5o by 2010, according (o Infonetics,
Having stariéd outas a means of feduc
ing costs, voip phones are now being
adopted bacause of the new features they
offer, says Mr Lloyd. With a vore-based

phone sysiem, office workers can sit down ¥
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