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RICHARD TINDAL COMMENTS

ON  ‘ECONOMIC FRAMEWORK FOR ANALYSIS OF THE EXPANSION OF NEW GTLDS”

Generally Support the Paper

I generally support the content of this paper.  It provides a thorough review of the theoretical costs and benefits of new TLD introduction, while rightly noting that inadequate data exists for any party to empirically assess actual costs and benefits.    The paper recommends a ‘low priority’ on attempts to quantify outcomes via such methods such as surveys, case studies or market research.     

I think this fundamental recognition of the inability to accurately predict costs and benefits for internet innovation is why ICANN wisely included in its new TLD strategy a focus on mitigation mechanisms for potential harms.  These include: (i) background requirements and checks on applicants; (ii) evaluation questions and contract provisions regarding Security,  DNSSEC and Abuse Prevention and Mitigation;  (iii) ‘What is Expected of a Registry Operator’ obligations; and (iv) legal rights protections such as the string rights objection process,  URS,  Trademark Clearinghouse, Trademark Launch Claims,  Sunrise,  PDDRP and Thick Whois.  None of these mechanisms are required in current gTLDs. I believe they will make new TLDs safer places for consumers than our current domain environment.
Some Criticisms of the Paper

The 2001 Round is Not a Good Proxy for 2011.     One point of criticism I have for the paper is the emphasis it places on the experience of 2001 TLDs  competing with COM as a proxy data point for the likely success of the 2011 round.  As a former operator of one of those TLDs,  I think I am well placed to point out reasons why the 2001 round is a poor predictor of the coming round:  
1.   The 2001 TLDs were chosen by the (then) ICANN Board.  For example, neither the INFO registry nor the BIZ registry were awarded their first choice of string.  It is possible the marketplace will be a better mechanism for choosing successful TLDs than the ICANN Board.

2. The 2001 TLDs were launched with regulatory burdens not placed on COM in its brand building years.   For example, the COM brand was established with a $50 per year price point and profits from this were funneled into marketing.   BIZ and INFO pricing was regulated below $6 per year.

3.  The 2001 round was limited to just seven TLDs and their corresponding marketing budgets.  As a consequence, there was not a broad, public awareness of these new products.  The coming round will have significantly more TLDs and as a result is likely to generate greater public awareness of alternatives to COM.

Some Conclusions Appear Inconsistent or Inaccurate

The authors see theoretical support for a Cyrillic script TLD based on the size of the potential user population and perceived user affinity.  However, they see less prospective demand for a generic ASCII script TLD.    While this may or may not be correct it does not seem logical, using their measures of potential market size and affinity, that a generic ASCII TLD, such as MUSIC, would be any less likely to succeed.  Music has a large user population and a strong affinity connection.
The general tenor of the report is that COM cannot be adequately competed with, yet this is easily refutable with facts.  When I entered the industry in 1997 the AU TLD competed with COM in my native Australia.  In ad hoc surveys I performed at that time about 10% (by volume) of website advertising was AU and 90% was COM.    In 2002, reforms were introduced that made the AU TLD more attractive to consumers.  Today, my ad hoc surveys show the reverse of 1997.  90% of website advertising is AU and 10% is COM.  Similar experiences have occurred in other countries.     It is clear COM dominance can be 

replaced in some (and perhaps all) markets.    Nationality is not the only identifier that holds powerful affinity for individuals and companies.  

Discrete Limited Rounds

One conclusion of the report is that it may be wise for ICANN to introduce TLDs in ‘discrete limited rounds’.  The rationale is that limited rounds may allow cost assessment (esp. costs for trademark protection and consumer confusion) and this information used to inform further rounds.    

I note the statement appears just once in the 64 page report and is without additional explanation or analysis.  Also, the language is couched in loose terms:  it “may” be wise and the concept of ‘limited’ is not defined.  My sense is that this conclusion is not a strongly held view of the authors.   Nevertheless, it is worth examining as it has several important flaws: 

1. There is no way of knowing if one round will produce results representative of others.  The assumption is that the measured costs and benefits of one batch of applications will be indicative of other batches but this seems both illogical and unlikely.

2. There were discrete limited rounds in 2001 and 2003.  There is no reliable study that shows trademark or consumer confusion costs to be higher with those TLDs than with COM, NET or ORG.  Indeed, the data that is available tends to show the opposite.  

3. There is no fair or predictable way to decide which applications should be selected for a limited round. Of the various methods available to do this almost all favor the well funded, technically sophisticated or politically connected applicant.    A truly innovative application, with the most potential consumer benefit, might be delayed years or never eventuate.  

4. Finally, and perhaps most importantly, there will be a natural phasing of TLDs entering the market as the evaluation, objection, review, testing, launch and adoption cycles of the impending round are very likely to be spread over a 20 to 30 month period.    This is the same reason, in my view, why root scaling issues will be manageable. 

For all the above reasons, and others, the GNSO carefully deliberated and rejected the option of batching applications into rounds.

Thank you for your consideration of these comments.

Sincerely

Richard Tindal

7/21/10
