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THE ICT ECOSYSTEM EVOLUTION
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Summary

While the environment has dramatically changed, ICT industry performed well led by technological innovations
with co-existence of several different layers of players. This correlation among those layers of players is called “ICT
ecosystem”. This research aims to analyze the evolution of ICT ecosystem and to gain some implications for further
development of ICT industry.

Following Fransman (2010), we regard ICT ecosystem is comprised of four layers including network element
supplier (L1), telecom operator (L2), Content and application providers (L3) and final consumer (L4). First, as qualitative
analysis, transition of the ecosystem structure is reviewed in chronologic order while the drivers of transformation in
respective time period are specified in parallel. Second, as quantitative analysis, entire ICT €cosystem’s health check to
be conducted with three criteria, productivity, robustness and niche creation, propounded by lansity and Levien.

The research results are summarized as follows. Historical transition shows ICT ecosystem had been transformed
by innovation and regulatory regime change. Innovation brings natural transformation into ecosystem while regulation
enforces intentional transformation with the view toward consumer benefit. ICT ecosystem entered into back-loop phase
which seeks reorganization, especially area of layer 2 playing main role. It is also confirmed that ICT ecosystem had
maintained sustainable healthiness in the past. Productivity measured by ROA grew gradually in all layers, robustness
checked by number of enterprises also increased steadily. In addition, new entry ratio as niche creation shows high
turnover inside layer 3 which invigorated niche creation while layer 1 and 2 maintained low replacement of major players.
High stability within Layer | and 2 have been the foundation of ICT ecosystem and could vitalize layer 3 niche creation.

However, the analysis also indicates potential stagnation of entire ICT ecosystem towards near future, symptom
has been seen as downtrend around 2010 — 2012 timeframe within quantitative analysis. In addition, The boundaries
among layers have increasingly been blurred. These results suggest that more cooperative, symbiotic coevolution among

layers across the transformative markets is the most compelling option for further development of ICT ecosystem.
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