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Upshot: The Internet of Asphalt Will Take Time to Pave
By Joseph B. White
12 September 2014
The Wall Street Journal

It won't be long before cars can largely drive themselves down highways pulsing
with digital connections that alert drivers to traffic jams or imminent collisions
and save thousands of lives, say technology and auto industry executives.

Their vision of the Internet of asphalt is one that executives from
telecommunications, big data, automated toll taking, digital chip-making and of
course, automobiles are eager to bring to life. The bug on the windshield is
figuring out who will make money and how from these.

For auto makers, the push for "connected cars" and "intelligent highways" -- the
umbrella terms for the idea of linking increasingly intelligent cars to the mobile
web and each other using a robust form of Wi-Fi and wireless
telecommunications networks -- is part of a broader strategy to evolve from
grease to gigabytes.

Car makers want investors to see them as technology companies worthy of rich
stock multiples -- not 20th Century has-beens managing decline in a cyclical
industry. This is one reason why General Motors Co. Chief Executive Mary
Barra used the forum of this week's Intelligent Transportation Systems
conference in Detroit to announce that GM will offer a car capable of piloting
itself on a freeway by 2016.

But there 1s a lot of work to be done in the trenches before this brave new world
1s a reality. GM and Ford Motor Co. aren'tApple Inc. Their products require
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billions in capital to design and produce, represent the second most expensive
purchase most people will make, and are sold with razor thin, usually
single-digit profit margins. Hanging an extra $300 or so of hardware on a car to
allow it to talk to another car via Wi-Fi is a big deal.

Who should pay the additional cost for vehicle-to-vehicle or "V2V" crash
avoidance systems? Not us, say auto industry executives.

Kevin Link, Senior Vice President of Verizon Telematics Inc., says handing
customers the bill directly won't work, either. "If we burden the customer with
the cost we'll never get to ubiquitous" deployment of V2V systems or related
connected car technology.

Instead, Mr. Link says car companies should put mobile connections in their
cars without demanding an upfront charge, taking into account the potential
savings to them in warranty repair costs from using standard mobile
connections to download software fixes to their cars, and the value of data about
consumers' driving habits and use of features.

"It costs $65 to $90 to recall a car and reflash the vehicle" in a shop, Mr. Link
says.

James Buczkowski, director of global electrical systems engineering at Ford,
agrees it would be of value to his company to get a better handle on the
terabytes of data generated by drivers. But when it comes to V2V systems, the
Wi-Fi transmitters proposed to enable them don't "deliver a huge amount of
value unless a majority of vehicles are on board." And that won't happen for
years, given how long people hang on to automobiles.

The "business model" problem looms over other aspects of the nascent connected
car industry.

Auto makers could spur sales of connected vehicle systems by forming
partnerships with companies that know how to create products and services
from big data -- Google Inc. for example. But auto makers don't want to risk
ceding their already tenuous relationships with customers.



Moreover, auto makers worry about a backlash if customers start to believe
their cars have turned into spybots, tracking their movements and sending data
about their behavior to marketers, or the government. Everyone in the
connected car business wants you to know that these links won't be used to
report your speed to the police.

The risk that connecting cars to the Web and each other could expose them to
cyberattacks may be overblown, but it isn't trivial. Mr. Link startled a room full
of connected car enthusiasts by saying that Verizon's network is subjected to 20
billion threats a day.

Verizon is bullish on connected cars and its plans to offer services that rely on
networked vehicles. Chief Executive Lowell McAdam, in a speech to the ITS
conference, said a big problem is that currently only about 7% of cars are
connected to the mobile web. Verizon plans to launch next year a product aimed
at getting more drivers to tap in to the mobile web. Meantime, he said, Verizon
is sponsoring a contest to get ideas for connected car and logistics applications,
and has 4,000 entries.

One more threat to the dreams of billions in revenue from creating smart cars
and highways lurks in the pockets and handbags of consumers around the
world: Increasingly capable smartphones.

Want to know if there is a traffic jam ahead? You could wait for the state or
federal governments to install more sensors and cameras in the roadway, or you
could fire up traffic app Waze or another smartphone app that already provide
real-time information on road congestion and can even propose alternative
routes.

Chips are even under development to enable smartphones to emit location
information using the DSRC Wi-Fi proposed for the V2V talking car systems
that the government is considering mandating. DSRC smartphones may not be
as powerful and reliable as systems embedded in cars, but what if they are
much cheaper?

As Silicon Valley disrupters know, fast, simple and free usually beats the
opposite.



Joseph B. White covers the auto industry from Detroit.
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