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For many years, experts from all over the

world talked about the digital convergence of

communication networks, media content and

devices. Today, we see that technological

convergence actually happening. 

Traditionally separate markets – such as

telephony, internet and television – are

changing fast and converging while market

players quickly have to adjust their strategies

to this new reality. This is, for example, why

telecoms and cable operators are moving into

each other’s markets.

The European Commission’s initiative i2010:

European Information Society 2010 is a

comprehensive strategy for modernising EU

policy and deploying regulatory instruments

to encourage the development of the digital

economy. As the European Commissioner

responsible for Information Society and

Media, it is my task to ensure that an

appropriate framework for the digital

economy and for investment in ICT is in

place. In practice, this means two things:

creating an open and competitive single

market for information society and media

services within the EU, and creating the right

regulatory environment for business and

citizens. This is essential for delivering

sustained growth and skilled jobs in Europe. 

Today’s regulatory framework for electronic

communications builds on principles of

competition law and technology neutrality.

It takes account of the convergence of tele-

communications, data transmission and

broadcasting services, by dealing with all

communications networks and services (fixed,

mobile, satellite, broadcasting and so forth)

in a consistent way. The relevant Directives are

a balanced and well-considered attempt to

provide a coherent framework for the delivery

of different services which traditionally have

been subject to different regulatory regimes.

However, it needs attention in a number of

areas to remain effective for the coming decade. 

Regulation fit for the future

In June 2006, the Commission launched a

public consultation on the review of the rules

that govern electronic communications. The

revised framework could enter into force

around 2009-2010.

Therefore, the timing of this book seems to

be just right, providing food for thought for

possible improvements to the regulatory

processes and contributing to the policy

debate. The forward-looking focus – which

includes trends and challenges for the ICT

sector going beyond 2010 – fits well with that

of the Commission’s review, which aims at

ensuring that the framework remains valid

for that timeframe also. So many changes

in technology, markets and consumer

expectations will have occurred by then – a
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century of the ICT industry! – that there will

be a need for comprehensive reflection on

possible evolutions and scenarios from a

diverse set of authors. 

Globalisation raises challenges and new

opportunities to all economies, whether for

industrialised or developing countries. The

revamped Lisbon strategy aims to make the

European economy more flexible so that it is

better prepared for such challenges. 

On the one hand, technology has contributed

to globalisation par excellence by shortening

distances and reducing the cost-of-use of most

information society services. On the other,

we should be aware of the positive impact of

technologies, products and services developed

by the ICT industry for the rest of the econ-

omy. These technologies have largely con-

tributed to the growth of productivity of the

European economy. 

Technology has especially changed some key

parameters of the e-communication industry.

Digital convergence has brought together the

world of audio, video, data and voice commu-

nications, changing forever the distinction

between the different types of services. Borders

have become increasingly artificial and, thanks

to the internet, certain services are accessible

from any place in the world. 

The next generation of upgraded networks

(the so-called NGNs) are likely to be based on

the IP protocol, leaving the historic differences

between different network infrastructures far

behind. We may find that this ultimately has

significant effects on business models: in

particular, that the services consumers receive

over communications networks will be offered

separately from the connection to the

network. This is likely to have a significant

impact on the traditional vertically-integrated

structure that has characterised telecoms

incumbents since their creation. The price of

voice calls is likely to decrease towards zero,

as is already the case for some PC-to-PC calls. 

Against this background, policy makers,

regulators, legislators and market players can no

longer confine themselves to narrow and sector-

specific approaches. Convergence requires new

ways of coping with this reality. The EU regu-

latory framework of 2002 already responds to

such challenges by relying on two main:

technological neutrality and a market–based

approach to economic regulation. 

Regulation that is based on specific technology,

or which is unrelated to market dynamics, is

destined to become quickly outdated. In

contrast, the principle of technological neutrality

delivers coherent regulation of all the services

provided over such networks whatever the

communication network used for its delivery.

Regulation aimed at promoting a specific sector,

company or technology can introduce significant

distortion in the markets, leading to inefficient

investment by market players and an uneven

playing field for those players. 

This will only dampen the interest of

innovators and entrepreneurs to invest in

Europe. Technological neutrality and a market-

based approach to regulation mean that we

devote the right resources to the objectives of

regulation (promotion of innovation,

fostering competition and protecting

consumers) while making Europe an attractive

place for investment and innovation. 

But what does a good
regulator look like? 

Regulation requires regulators. From an

institutional point of view, the question is

whether a ‘converged’ regulator is the most
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suitable model for dealing with future

challenges? Member States have followed

different approaches: in some, (e.g. Italy and

Finland) the same regulator is responsible for

regulating both content and transmission

services. In the UK, Ofcom is the independent

regulator and competition authority for the

communications industries, with responsibilities

across television, radio, telecommunications

and wireless communications services. 

Under existing European law, the scope of

activity of national regulators is part of the

institutional autonomy of Member States; it is

not dealt with by Community policy. Moreover,

regulation of infrastructure (i.e. the EU

regulatory framework for e-communications

networks and services) is separate from the

regulation of broadcasting content (i.e. the TV

Without Frontiers Directive) as they respond to

different policy objectives. These frameworks

will continue to remain separate in the near

future, though the two sets of rules will have to

be consistent as digitalisation and technological

progress go on.

One point I often stress – and bear this in

mind when we design and implement policies

– is that technology is not about a better

‘lifestyle’; rather, it is about a better life for

everyone through better services for

consumers and citizens and new opportunities

for growth and jobs. This is the thinking that

has guided the i2010 initiative for a European

information society. 

For consumers, convergence means the

possibility of accessing the same services and

content (email, music, television) using

different terminals over different types of

networks. In a convergent world, consumers

will be in control of their entertainment and

media content. 

Here, Europe has great potential as regards

the development of innovative services (e.g.

mobile TV) and the provision of diverse

offerings of content, including content

production. The global marketplace of the

internet creates new economics which allow

content producers to address even very

specialised niche demands. This means new

offers and choice for consumers – wherever

they are in the world – as long as these

products are accessible. Current proposals in

the area of spectrum are aimed at facilitating

the development of innovative products and

wireless services.

Competition: the catalyst

Effective competition in the markets benefits

consumers in terms of increased choice and

lower prices. The framework provides a basis

both to control the exercise of significant

market power and the means to allow national

regulators to take steps to allow self-sustaining

competition to emerge. As markets become

effectively competitive, the framework provides

that sector-specific regulation will be removed.

Thereafter, competitive markets will be subject

only to competition law and consumer

protection regulation. As market dynamics are

difficult to predict (notably in the long-term),

the EU model of regulation based on market

analysis is more sustainable than pre-fixing a

date for the phasing out of ex ante regulation.

One question is often asked: to what extent

does the framework incite or inhibit strong

and sustainable competition and investment?

Undoubtedly, investments can flourish in a

variety of situations and it is difficult to isolate

the impact on investment of such a specific

factor as the framework. Many factors have a

positive influence on investment (e.g. the level

of GDP per capita, population density, size of

the company, and so on). 
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However, the available evidence suggests that

competition remains its main driving force

and that the countries that have applied the

EU regulatory framework in an effective and

pro-competitive manner have attracted more

investment. For example, the highest

penetration of broadband rates are seen where

there is facility-based competition, with head-

to-head competition between cable and

telephone networks. 

Some argue that we need a regulatory

forbearance to encourage investment in new

network infrastructure. But in my view there is

no evidence to show that ‘regulatory holidays’

would generate more investment than compe-

tition. We have to be clear on this point:

regulation should promote competition, and

should not favour monopolies. Investment in

new and competing infrastructure will accel-

erate the day when transitional access obliga-

tions can be further relaxed – or even removed. 

Efficient spectrum management is key to the

European ICT industry. We have started to

implement a new strategy within the 2006

review of the electronic communications

framework. Flexibility can facilitate the use of

spectrum by a multiple number of wireless

technologies, greatly reducing inefficiency and,

therefore, spectrum scarcity. Greater flexibility

in the use of spectrum will release the

economic potential of this resource, stimulate

the development of innovative products and

increase competition in services and technolo-

gies. This in turn will improve our overall

macro-economic competitiveness, will create

jobs and increase the range of services

available to citizens. 

The Commission’s plan includes giving

spectrum users more flexibility in deciding

how to use radio resources. Firstly, this would

be achieved by strengthening the use of

unlicensed spectrum. Secondly, owners of

spectrum usage rights would be enabled to

apply the principles of technology and service

neutrality where possible. Thirdly, using

criteria based on economic efficiency, selected

bands agreed at EU level could be subject to

secondary trading across the EU as one way to

facilitate access to spectrum. Fourthly, in

specific cases to be agreed at EU level,

undertakings who develop services with a

wider reach than a single country should be

able to obtain a single common authorisation,

or be granted the right of use for frequencies

enabling them to provide services on a

European basis.

Putting the new course in place will require

the collaboration of the Council and the

European Parliament at first, and of all

stakeholders in general. We need to put

together all the tools and instruments

available to the EU and the Member States

to promote and accelerate a favourable

development of the communications and

media industries. 

In the meantime, I am confident that this

book will be a very useful resource for all

those concerned with policy in the field of

electronic communications and media and

will facilitate stakeholders to better under-

stand the challenges faced by the actors of the

ICT industry – whether independent regula-

tors, ministries, undertakings, content and

media companies, or citizens.

6

Fo
re

w
o

rd

001-037  6/11/06  20:03  Page 6



7

C
o

n
te

n
ts

Foreword Viviane Reding 3

Biographies 11

Introduction David Currie, Ed Richards 19

OVERVIEW  Robin Foster,  25Tom Kiedrowski

TRENDS AND CHALLENGES

Our changing media ecosystem John Naughton 41

Private is the new public Jonathan L. Zittrain 51

Why TV regulation will become Eli M. Noam 67
telecom regulation

Serving the public good in the digital age: Carolyn Fairbairn 73
implications for UK media regulation

The consumer agenda on regulation Ed Mayo, Philip Cullum  87

Contents

S
E

C
T

IO
N

 1

001-037  6/11/06  20:03  Page 7

creo




8

C
o

n
te

n
ts

S
E

C
T

IO
N

 3

THE CHANGING NATURE OF REGULATION IN THE PUBLIC INTEREST

The public interest challenges for the Chris Giles 101
communications sector over the next 
10 years: contestable public service funding

What citizens need to know. Digital Damian Tambini 112
exclusion, information inequality and rights

The continuing need to advance David Puttnam 125
the public interest

The revolution of audio-visual services :  Ruth Hieronymi 132
culture, economy or both?

ECONOMIC REGULATION BEYOND 2010

Creating an environment for Irwin Stelzer 143
rapid innovation

The challenges of a digital world and the Leonard Waverman 158
need for a new regulatory paradigm

Market-based alternatives or Jonathan Cave 176
complements to regulation

Communications policy, economic policy. Reed Hundt 195
The inextricable link

S
E

C
T

IO
N

 2

001-037  6/11/06  20:03  Page 8



9

C
o

n
te

n
ts

S
E

C
T

IO
N

 5

UTILISING THE AIRWAVES

The future of regulation – not Peter Cochrane 205

New spectrum-using technologies and Martin Cave 220
the future of spectrum management:
a European policy perspective

Spectrum management and the Isolde Goggin 235
achievement of policy goals – an
independent regulator’s perspective

An economic evaluation of spectrum Thomas W. Hazlett 249
allocation policy

GLOBAL AREAS OF FOCUS

The genie is out of the bottle Charles Leadbeater 263

Processes and institutions: new perspectives Philip Booth 275
on policymaking and regulatory authorities

The changing nature of regulation: Graham Mather 286
policy, process and accountability 
within the European Union

The convergence continuum model: Steve Burdon 294
a framework for analysing regulatory
reform in Asia-Pacific

Possibilities for deregulation : M. H. Au 310
a case study of Hong Kong

All contributors have been asked to write in a personal capacity. Views expressed are
those of the authors, not those of Ofcom.

S
E

C
T

IO
N

 4

001-037  6/11/06  20:03  Page 9

creo




10

001-037  6/11/06  20:03  Page 10



M. H. Au

Mr M. H. Au has been the Director-General 

of Telecommunications of the Government 

of the Hong Kong Special Administrative

Region since August 2003. He is also a

member of the Hong Kong Broadcasting

Authority. He was appointed an Assistant

Director of OFTA upon its establishment in

1993. In 1997, he was appointed Senior

Assistant Director (Regulatory), OFTA, in charge

of the economic and technical regulation of

all public telecommunications services. Mr Au

joined the Telecommunications Branch of the

Hong Kong Post Office in 1985 as Chief

Telecommunications Engineer and became an

Assistant Postmaster General in 1991. Mr Au

holds the degrees of Bachelor of Science in

Electrical Engineering (University of Hong

Kong), Bachelor of Laws (University of

London), Master of Laws (University of Hong

Kong) and Master of Finance (Curtin

University of Technology, Australia).

Philip Booth

Philip Booth is Editorial and Programme

Director at the Institute of Economic Affairs

and Professor of Insurance and Risk

Management at Cass Business School, City

University. He has previously worked at the

Bank of England as a special adviser. Philip

Booth is a Fellow of the Institute of Actuaries

and of the Royal Statistical Society. He has

published widely on investment, finance 

and pensions and is co-author of the books,

Investment Mathematics and Modern Actuarial

Theory and Practice. Other edited books

include Towards a Liberal Utopia and The Road

to Economic Freedom. He is Editor of the

journal Economic Affairs and Associate Editor

of the British Actuarial Journal and Annals of

Actuarial Science.

Steve Burdon

Professor Steve Burdon has been associated

with the University of Technology Sydney

for over 25 years and is currently a visiting

Professor. He has also held a number of

positions at other Australian universities,

including Associate Professor and Fellow

at Melbourne Business School. 

Prior to this, he held a number of senior

executive positions including MD Asia-Pacific

for British Telecom, CEO of OTC and Group

MD for Telstra. Professor Burdon holds a

number of non-executive board positions in

public and private companies and has extensive

experience advising leading Australian organi-

sations. He has wide teaching and research

experience in various areas including out-

sourcing and alliances, e-business, national ICT

policy, innovation and entrepreneurship.

Jonathan Cave

Jonathan Cave is a game theorist and applied

economist who trained at Yale, Cambridge 

and Stanford. A reformed antitrust official, he 

is currently a member of the Economics

Department at Warwick University and Senior

Economist (Senior Research Fellow) at RAND

Europe, specialising in regulation, law and

economics, policy analysis and evaluation. 
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He has worked on telecoms and sectoral,

economic and/or social regulation; Information

Society Policy (legal issues, sustainability,

indicator development, IPR and scientific

information, eGovernment and eDemocracy;

trust and biometrics); R&D policy, procurement,

etc. His teaching and academic work includes

corporate finance, networks games and

complex systems. 

Martin Cave

Martin Cave is Professor and Director of the

Centre for Management under Regulation,

Warwick Business School and President of the

international telecommunications think tank,

ThinkTel. Until 2001 he was Professor of

Economics at Brunel University. He specialises

in regulatory economics, especially of the

communications sector. He has advised a

number of regulatory agencies in telecommu-

nications and broadcasting. As well as his

academic work he has also undertaken 

studies for the European Commission and

advised regulatory agencies and the European

Commission. He was a member of the

Competition Commission from 1996 to 2002.

He is the author of the Independent Review 

of Spectrum Management (2002) for the UK

Government, co-author of Understanding

Regulation (1999) and co-editor of the

Handbook of Telecommunications Economics

(Vol. 1, 2002, Vol. 2, 2005).

Peter Cochrane

Peter Cochrane was Head of BT Research from

1993-99, in 1999 he was appointed Chief

Technologist. In November 2000 Peter retired

from BT to join his own startup company –

ConceptLabs – which he founded with a group

out of Apple Computers in 1998 at Campbell

CA, in Silicon Valley. A graduate of Trent

Polytechnic and Essex University, he was the

Collier Chair for The Public Understanding of

Science & Technology at The University of

Bristol from 1999 to 2000. He is a Fellow of

the IEE, IEEE, Royal Academy of Engineering,

and a Member of the New York Academy of

Sciences. He has published and lectured

widely on technology and the implications of

IT and was awarded an OBE in 1999 for his

contribution to international communications,

the IEEE Millennium Medal in 2000 and The

City & Guilds Prince Philip Medal in 2001.

Philip Cullum

Philip is Deputy Chief Executive of the

National Consumer Council. He is author

of Consumers and regulation and The stupid

company: how British businesses throw away

money by alienating consumers and is a leading

commentator on issues of regulation. He

represents the consumer interest on bodies

such as the DTI Better Regulation Ministerial

Challenge Group and the OFT Payment

Systems Task Force. Before joining the NCC,

Philip was an Associate Partner at Accenture,

responsible for creating new thinking aimed

at top CEOs and policymakers, and then

Executive Director at Opinion Leader Research.

David Currie

Chairman of Ofcom since August 2002 and,

since January 2001, Dean of Cass Business

School (formerly City University Business

School) and Professor of Business Economics.

Formerly Professor of Economics at London

Business School (1988-2000), and Deputy

Dean (1992-1995, 1999-2000), Director of

the Centre of Economic Forecasting (1988-

1995) and Director of the Regulation Initiative

(1995-2000) at London Business School.

A well-known figure in international economic

policy, David Currie has published widely on

government regulation of industry and on
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international macroeconomics and policy. He

also serves (since September 2004) on the board

of the Dubai Financial Services Authority. He was

previously non-executive Chairman of Coredeal

MTS and a non-executive director of the Abbey

National, and has also served on a variety of

UK government bodies including the Gas and

Electricity Markets Authority (Ofgem, the UK

energy regulator) and the Treasury’s Panel of

Independent Forecasters (the ‘Wise Men’).

He sits on the cross-benches in the House of

Lords as Lord Currie of Marylebone.

Carolyn Fairbairn

Carolyn Fairbairn is a partner in London’s

McKinsey office, where she leads McKinsey’s

UK media practice. Before joining McKinsey,

Carolyn spent eight years at the BBC, where

she was Director of Strategy & Distribution

from 2000-05 and a member of the BBC’s

main executive board. Prior to that, Carolyn

was a member of the Number 10 Policy Unit,

and has also worked as a financial journalist

for The Economist and as a development

economist for the World Bank. Carolyn holds

an MBA from INSEAD and a BA in economics

from Cambridge.

Robin Foster

Robin Foster is an independent adviser on

economic, policy and strategic issues in the

communications sector. He is chief adviser to the

Board of Human Capital, media strategy consult-

ants, and Associate Director of the Global Com-

munications Consortium, a research programme

at the London Business School. Until August

2005, he was Partner, Strategy and Market Devel-

opments at Ofcom. Previous positions include

director of strategy at both the Independent

Television Commission and the BBC, and head

of the telecoms and broadcasting consulting

division at consultants NERA.

Robin has published a wide range of speeches

and papers on communications sector policy

and regulation, including Future Reflections – a

detailed scenario analysis of the future of tele-

vision in the UK, published by Bournemouth

University Media School in 2002.

Chris Giles

Chris Giles has been the economics editor of the

Financial Times since Autumn 2004. He writes on

micro and macroeconomic issues affecting the

UK and other leading economies. Mr Giles

was a Policy Manager in Ofcom working on the

Public Sector Broadcasting Review. Previously at

the Financial Times, he was the economics

editorial writer. Before joining the FT in 2000,

Mr Giles was an economics correspondent at the

BBC. He started his career in research, spending

seven years as an economist for the Institute for

Fiscal Studies. 

Isolde Goggin

Isolde Goggin is a Member of the Commission

for Communications Regulation (ComReg),

the statutory body responsible for regulation

of all aspects of communications services

in Ireland including telecommunications,

broadcasting, postal services and spectrum

management. Prior to her appointment as

Commissioner, Ms Goggin was Director of

Regulated Markets Division at the Competition

Authority from 1996 to 2002. 

Isolde Goggin worked for nine years with

Telecom Éireann (now Eircom), the then

State-owned telecommunications incumbent,

initially in a variety of engineering areas and

later in the commercial area in the interna-

tional Division. 

From 1989 to 1991 she worked in DGXIII

(now DG Information Society) of the European

Commission where she acted as an expert
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consultant to the Satellite Policy Unit concerned

with EU policy for future satellite-based fixed,

mobile, broadcasting and position-fixing

services, including issues such as frequency

planning and orbital positions. From 1991 to

1996 she was a business manager with Ericsson

Systems Expertise Ltd., a subsidiary of the

Swedish multinational telecommunications

company, based in Dun Laoghaire, near Dublin.

Ms Goggin qualified from Trinity College,

Dublin, with an engineering degree and

obtained a Masters in Business Administration

from University College, Dublin. She also

holds a Postgraduate Diploma in European

Competition law and is a Chartered Member

of the Institution of Electrical Engineers.

Thomas W. Hazlett

Thomas W. Hazlett is Professor of Law and

Economics at the George Mason University

School of Law. In addition to his duties as a

professor, he directs the Information Economy

Project at the National Center for Technology

and Law. Professor Hazlett is an internationally

recognised expert on telecommunications

policy. He has published widely in economics

journals, law reviews, and popular periodicals,

and he is currently a columnist for the

Financial Times’ New Technology Policy Forum.

He frequently provides expert testimony to the

courts, government agencies, and the U.S.

Congress, and has served as a consultant to

public and private organisations throughout

the world. Professor Hazlett received his PhD

in Economics from U.C.L.A. and has held

faculty positions at the University of

California, Davis, Columbia University, and

the Wharton School of the University of

Pennsylvania. In 1991-92, he served as Chief

Economist of the Federal Communications

Commission in Washington, D.C.

Ruth Hieronymi

Ruth Hieronymi has been a Member of the

European Parliament since 1999 within the

group of the European People’s Party and

European Democrats (EPP-ED) the North

Rhine-Westphalia. Within the European

Parliament, Mrs Hieronymi is a Member of

the Committee on Culture and Education and

the Delegation for relations with Canada. She

is the media policy spokeswoman for the EPP-

ED Group, chairwoman of the Audiovisual

Policy Intergroup and Parliamentary

rapporteur for the directive on Audiovisual

Media Services (AVMS). She has been a

member of the WDR broadcasting council

since 1991. Mrs Hieronymi received her

Master’s (MA) from University of Cologne 

in 1977. 

Reed Hundt

Reed Hundt served as Chairman of the Federal

Communications Commission (FCC) from

1993 to 1997. Prior to heading the FCC, he

was a partner in the Washington, D.C. office

of Latham & Watkins. Mr. Hundt currently

serves on the board of directors of Intel,

Pronto Networks, Tropos Networks, Polyserve,

Entrisphere, and Access Spectrum, and as 

an advisor to The Blackstone Group, and

McKinsey & Company. He is a member of the

advisory committee at the Yale School of

Management, and Co-Chairman of The Forum

on Communications and Society at The Aspen

Institute. Mr. Hundt is the author of You Say

You Want A Revolution: A Story of Information

Age Politics (Yale University Press, 2000) and

In China’s Shadow: The Crisis of American

Entrepreneurship (Yale University Press, 2006).

He graduated magna cum laude from Yale

College (1969) with exceptional distinction

in History. He is also a graduate of Yale Law

School (1974), and is a member of the
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District of Columbia, Maryland, and

California bars.

Tom Kiedrowski

Tom Kiedrowski is a Policy Manager within

the Strategy and Market Developments Group

at Ofcom where he works on a variety of

projects including the Approaches to

Regulation project that resulted in the

production of this book. Prior to joining

Ofcom, he was the Regulatory Affairs Manager

for the European Competitive Telecom-

munications Association (ECTA) in Brussels.

Between 1997-2004, Tom held a number 

of managerial positions within BT Group

Regulatory Affairs. Before entering the

communications sector, he worked at the

London Investment Banking Association

(LIBA). He is member of the Royal Institute 

of International Affairs (Chatham House) and

the International Telecommunications Society

(ITS). Tom was educated at Kent and Warwick

Universities and holds an MA in International

Political Economy.

Charles Leadbeater

Charles Leadbeater has advised companies,

cities and governments around the world on

innovation strategy and drawn on that

experience in writing his soon-to-be published

book We-think: why mass creativity is the next

big thing. His previous books include Living on

Thin Air and Up the Down Escalator. In 2005

he was ranked by Accenture as one of the top

management thinkers in the world. Mr

Leadbeater is a senior research associate with

the think-tank Demos, a visiting fellow at

Oxford University’s Said Business School and

a Senior Fellow at the National Endowment

for Science Technology and the Arts. He is a

former winner of the David Watt prize for

journalism. In 1994 he moved to the

Independent as assistant editor in charge of

features and became an independent author

and advisor in 1996. Mr Leadbeater spent ten

years working for the Financial Times where he

was Labour Editor, Industrial Editor and

Tokyo Bureau Chief before becoming the

Features Editor.

Graham Mather

Graham Mather is a solicitor and President of

the European Policy Forum, an independent

international research institute. He is a

member of the Ofcom Consumer Panel. Mr

Mather is a member of Competition Appeal

Tribunal in the UK. From 1989 to 1994 he

served two terms as a Member of the

Monopolies and Mergers Commission. He was

MEP for Hampshire North and Oxford from

1994 to 1999. Mr Mather has been a Visiting

Fellow of Nuffield College, Oxford, which

specialises in economics, sociology, politics

and European affairs. He has also been

General Director of the Institute of Economic

Affairs and Head of the Policy Unit of the

Institute of Directors. 

Ed Mayo

Ed Mayo is Chief Executive of the National

Consumer Council. Ed Mayo has been

named a Young Global Leader by the World

Economic Forum and one of the UK 100

most influential social policy thinkers by The

Guardian. Ed is author of a series of reports on

the economy and society, including Shopping

Generation and A Playlist for Public Services.

Most recently, he has chaired a commission

on affordable housing and co-chaired the UK

Sustainable Consumption Roundtable. Ed has

a long track record of social entrepreneurship,

including co-starting the Fairtrade Mark and

London Rebuilding Society, the inner city

financial co-operative. 
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John Naughton

John Naughton is a control engineer with a

strong interest in systems analysis and

computer networks. He is both an academic

and a journalist. He has been Professor of the

Public Understanding of Technology at the

Open University since 1972. In 2000,

Professor Naughton was short listed for the

Aventiz Prize for Science Books for his Brief

History of the Future. He runs the Wolfson

Press Fellowship Programme at Cambridge

University. He was educated at University

College, Cork and Emmanuel College,

Cambridge.

Eli M. Noam 

Eli M. Noam is Professor of Economics and

Finance at the Columbia University Business

School since 1976. Director of the Columbia

Institute for Tele-Information, a research

center focusing on strategy, management, and

policy in communications, mass media, and

IT. Served for three years as a Commissioner

for Public Services of New York State.

Appointed in 2003 by the White House to the

President’s IT Advisory Committee. Noam

a regular columnist for the Financial Times

online edition. He has published about 400

articles and 27 books. His forthcoming books

include Media Concentration in the United

States (Oxford, 2007). His academic board

memberships include the Oxford Internet

Institute. He received the degrees of BA, MA,

Ph.D (Economics) and JD from Harvard

University, and an honorary doctorate from

the University of Munich.

David Puttnam

David Puttnam spent 30 years as an indepen-

dent film producer receiving accolades for

films including Chariots of Fire, The Killing

Fields and The Mission. He was Chair and CEO

of Columbia Pictures from 1986 to 1988.

David retired from film production in 1998

and now focuses on his work principally in

education. He was the founder and Chair of

Trustees for the National Teaching Awards. He

has served on a variety of public bodies. In

July 2002 he was appointed President of

UNICEF UK. David was awarded a CBE in

1982, a knighthood in 1995 and created a life

peer in 1997. He chaired the joint scrutiny

committee on the Communications Bill that

subsequently became an Act of Parliament

that established Ofcom.

Viviane Reding

Viviane Reding is a Member of the European

Commission responsible for Information

Society and Media since 2004. Between 1999

and 2004 Mrs Reding was a Member of the

European Commission responsible for Edu-

cation, Culture, Youth, Media, Sport. She

was a Member of the European Parliament

between 1989 and 1999 within the group of

the European People’s Party (EPP). From

1979-1989 Mrs Reding was a Member of the

Luxembourg Parliament, Member of the

Office of the Chamber of Deputies, Member

of the Benelux Parliament and Member of the

North Atlantic Assembly leading the Christian

Democrat/Conservative Group. Before

entering politics, Viviane Reding enjoyed a

distinguished carrier as a journalist and was

President of the Luxembourg Union of

Journalists between 1986-1998. She is a

Doctor of human sciences from the Sorbonne

in Paris. 

Ed Richards

Ed Richards was appointed Ofcom Chief

Executive in October 2006. He was previously

Chief Operating Officer where his
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responsibilities included strategy, research,

consumer policy, business planning, finance,

human resources and Ofcom’s functions in

the Nations and Regions.

Prior to Ofcom Ed was Senior Policy Advisor

to the Prime Minister for Media, telecoms,

internet and e-govt. Before that he was

Controller of Corporate Strategy at the BBC.

He also worked in consulting at London

Economics Ltd, as an advisor to Gordon

Brown MP and began his career as a

researcher with Diverse Production Ltd, where

he worked on programmes for Channel 4.

Irwin Stelzer

Irwin Stelzer is a Senior Fellow and Director

of the Hudson Institute’s Economic Policy

Studies Group. Prior to joining the Hudson

Institute in 1998, Dr Stelzer was resident

scholar and director of regulatory policy

studies at the American Enterprise Institute

(AEI). He is a member of the Board of the

Regulatory Policy Institute (Oxford); a

Visiting Fellow at Nuffield College, Oxford;

and honorary senior research fellow, The

Smith Institute. 

Dr Stelzer is also a consultant to News

International and News Corporation, a wind

farm developer, and companies with interests

in the direction of competition policy and

financial services regulation. In the past he has

served as a consultant to many electric and gas

utilities in the United States, and to BSkyB. In

1961 he founded National Economic Research

Associates (NERA) and served as its president

until a few years after its sale in 1983 to Marsh

& McLennan. He also has served as a managing

director of the investment banking firm of

Rothschild Inc.  

Damian Tambini

Damian Tambini is a lecturer at the London

School of Economics. Previously he was Head

of the Programme in Comparative Media Law

and Policy at Oxford University. He is also an

Associate Fellow of the Institute for Public

Policy Research (IPPR), The Oxford Internet

Institute, and at Oxford University Said

Business School. He is a fellow of the Royal

Society of Arts and serves on the Advisory

Groups of: The Oxford Media Convention, the

Creative Archive License Group and POLIS.

Damian’s research interests include media and

telecommunications policy and democratic

communication. He has published numerous

books, articles and pamphlets on telecom-

munications and media policy. His next book,

Codifying Cyberspace will be published early 

in 2007.

Leonard Waverman

Leonard Waverman is Professor and Chair

of Economics, as well as Director of the

Regulation Initiative and the Global

Communications Consortium at the London

Business School. Current research is on the

growth and productivity impacts of the rollout

of telecommunications and computers and

was the subject of the Economic Focus section 

of The Economist, March 12, 2005. His most

cited current publication is Telecommunications

Infrastructure and Economic Development joint

with Lars Hendrik Roeller, American Economic

Review, Sept 2001. He is currently finishing 

a book (joint with Melvyn Fuss), entitled The

Networked Computer, to be published in 2007

by Cambridge University Press.

Dr. Waverman is a non-executive Board member

of GEMA – the UK’s Electricity and Gas market

Authority. He is member of the Scientific

17

B
io

gr
ap

h
ie

s

001-037  6/11/06  20:03  Page 17



Advisory Board of the German Institute for

Economic Research in Berlin (DIW) and a

Fellow of Columbia University’s Centre for Tele-

Information. He is on Vodafone’s Advisory

Board on the Social Importance of Mobile, and

is a Director of the Nexus Mundi Foundation.

He was on the Advisory Committee introducing

Competition in Ontario’s Electricity system

(1995-1996), a part-time Board Member of the

Ontario Energy Board, as well as of the Ontario

Telephone Service Commission, and a member

of the US National Association of Regulatory

Utility Commissioners (NARUC) for six years.

He edited the major Journal in energy

economics – The Energy Journal for six years. 

Professor Waverman is a citizen of Canada

and of France and has received the honour

of Chevalier dans l’Ordre des Palmes

Academiques from the Government of France.

Jonathan Zittrain

Jonathan Zittrain holds the Chair in Internet

Governance and Regulation at Oxford

University and is a principal of the Oxford

Internet Institute. He is also the Jack N. &

Lillian R. Berkman Visiting Professor for

Entrepreneurial Legal Studies at Harvard Law

School, where he co-founded its Berkman

Center for Internet & Society. His research

interests include battles for control of digital

property and content, cryptography, electronic

privacy, the roles of intermediaries within

internet architecture, and the useful and

unobtrusive deployment of technology in

education. He has recently co-authored a

study of internet filtering by national

governments, and is writing a book about the

future of the now-intertwined internet and PC.

Papers may be found at www.jz.org.
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The reality of convergence – and the sweeping

transition, from analogue to digital

technologies – is radically changing the

communications sector.

New corporations, which have come into being

over the past decade, are already global, multi-

billion pound businesses. They’re offering new

services over new platforms to meet previously

hidden demand, requiring longer-established

players to reassess and adapt their business

models to meet consumer demands in today’s

rapidly changing marketplace.

These changes can bring great benefits to

customers, both individual and corporate, 

and are driving growth and innovation in the

wider economy. But, just as existing businesses

need to reassess their models, so public

policymakers and regulators need to assess

how their role and activities need to evolve to

keep pace. How far are traditional public

interest goals still valid or relevant, or are they

now being met by the market? And in cases

where they do remain relevant as goals, how

far do the specific public policy and regulatory

interventions still contribute effectively to

meeting those goals? What changes do public

policymakers and regulators need to make to

ensure that their actions help, and not hinder,

innovation, investment and competition to

serve the consumer and public interest?

The debate around these questions is being

played out in many countries. It is to

help inform that debate that Ofcom has

commissioned this book of essays from a

wide range of commentators, experts and

participants in the communications sector.

Both severally and collectively, the essays

represent the personal views of their authors,

not those of Ofcom. They are designed to

stimulate debate and so contain a diverse

range both of intellectual and geographic

viewpoints. The latter recognises that there

are validly different national responses to

common challenges which reflect the different

national market circumstances.

In New Europe and the major emerging

economies, fixed wireline infrastructures are

being leap-frogged in favour of a greater

predominance of mobile and wireline

infrastructure. In Hong Kong, as M. H. Au’s

essay reminds us, 80 per cent of its households

are encompassed in just 8,000 buildings, thus

providing the market circumstances for the

availability of multiple, competing high-

bandwidth networks to most of Hong Kong’s

consumers. In the USA, intense market-led

competition between a limited number of

platform operators has led to high bandwidth

network roll-out in the main urban centres,

and an emphasis on wireless development

Introduction
David Currie
Member of the House of Lords and Chairman of Ofcom 

Ed Richards
Chief Executive Officer of Ofcom
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elsewhere to prevent rural or small town

dependence on monopoly supply. It has also

led to a withdrawal from ex ante regulation,

but also new concerns about access expressed

through the net neutrality debate. And in the

European Union, the legal frameworks for

both platforms and audiovisual content are

simultaneously, if separately, being revised.

Despite the difference in national market

circumstances, four broad themes emerge

from these essays as common challenges for

policymakers and regulators.

• The first is how to encourage and support

sustainable inter- (and intra-) platform

competition as technology-change substan-

tially alters the underlying architecture of

networks over the next three or four years?

What is the best framework to encourage

innovation and investment by all players

without giving the established operators too

much leeway to leverage their established

position into new markets? By contrast,

when does the moment come when we find

that we are still regulating those parts of the

value chain (broadcasters/channel packagers

and network operators) because that is

where the traditional levers lie, when the

real power has moved to other parts of the

value chain – and where today’s interven-

tion to yesterday’s problem hinders

tomorrow’s innovation?

• The second theme concerns access. In the

days of stable technology and a limited

range of one-size-fits-all services – basic

voice telephony, internet access, television

and radio reception, and access services for

disabled people – universal service was a

straightforward concept and not unduly

expensive to impose, often through implicit

cross-subsidy requirements on a limited

number of incumbents. In today’s and

tomorrow’s much richer and more diverse

communications markets, the task of

determining which services should be

universally available becomes a more

complex issue.

The emergence of multiple geographic

markets within a single national market

also begs a question: namely, must a

universal service be at a universal price? It is

not even just the matter of availability but

also of the ability to take up and use new

communications services that is prompting

public policy concern and debate about

digital inclusion and the digital divide.

Quite how sharp those social concerns will

be in reality, and how far the market will

address them, must be moot. What is

evident is that great clarity will be needed

in the criteria for determining what should

be universal services in the future. And,

as the (declining) monopoly rents that

enabled the implicit cross-subsidies which

supported universal services are fully

competed away, the question “who pays?”

comes into much sharper focus.

• The third theme is wireless spectrum, which

is a resource of increasing importance to

the communications sector and an engine

for innovation in the sector. As device

technology advances to allow more and

more spectrum to become usable, the issue

ceases to be whether there is a ‘shortage of

spectrum’ but a shortage of rights to use the

spectrum. Several countries – the USA,

Australia and the UK included – are increas-

ingly moving towards market mechanisms

to allocate and assign spectrum. They’re

recognising that traditional methods of

allocation both substitute a regulator’s

judgement for that of the market, and are

simply too slow to keep up with the rapid
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pace of development in the communi-

cations sector. Just as a functioning market

in land and property rights took time to

develop and raised knotty practical and

transition issues, so too is the case in

spectrum with the added complication of

multinational co-ordination. Several of the

essays which follow address those practical

and transitional issues, and all concur that

heading more towards market mechanisms

is the right direction of travel.

• The fourth theme is content. The great

increase in bandwidth has enabled much

more content creation, wider choice, greater

user-control and increasing user-participa-

tion. These developments are welcome, but

they also increasingly question the tradi-

tional public policy goals of, and the ability

of the traditional players to deliver, regu-

lation in broadcasting. The three traditional

public policy goals have been quality,

plurality and standards. There is rightly a

debate about how far, with the proliferation

of content and delivery systems, public

policy and regulatory intervention remains

necessary to deliver those objectives; and, if

so, what the right form of intervention

should be and where it should apply. In the

USA, the free-to-air networks are becoming

an oasis for regulated standards; elsewhere

the first amendment applies. In other

markets, broadcasting is controlled and

the internet is unregulated (recognising, as

someone has remarked, that on the internet

even the First Amendment is merely a local

ordinance). In Europe, the debate has

focused around the concept of platform

neutrality, at least as regards standards, but

continuing with more direct intervention in

broadcasting alone to achieve plurality and

quality objectives.

Several of the essays test each of these

approaches. Perhaps unsurprisingly, there is

less consensus around these content issues

than there is about the competition,

economic and spectrum resource issues

tackled in other chapters.

What is clear across all these issues is that

they raise questions that need to be tackled

appropriately at different levels: some local,

some national, some regional, some global.

There is no one-size-fits-all answer and, as Ed

Mayo and Philip Cullum remind us, no

uniform consumer either. Philip Booth also

advocates that public policymakers and

regulators should have the trust and the

humility to intervene at the most local level

possible – subsidiarity – so that the inter-

vention is closest to the multifaceted individual

consumers that it is designed to serve.

We hope that this set of essays will contribute

constructively to the debate, helping public

policymakers and regulators towards answers

and processes that bring out the best of the

communications revolution, both culturally and

economically, for citizens and consumers alike.
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Introduction

In her foreword to this book, Viviane Reding

highlights the fact that the challenges posed

by convergence in communications are felt

globally, not just locally. The different authors

in this book are all, one way or another,

seeking to present a view of policy thinking in

the shadow of the uncertainty that convergence

brings. Although our contributors and research

bring out differing perspectives and ideas, one

thing is clear: the ongoing nature of the change

underway will require a fundamental review

of the approaches to regulation across a range

of issues, and now is the time to prepare the

groundwork for that review.

This chapter brings together some of the

themes that the authors raise, and the questions

they pose, and places them in a wider context,

drawing on research carried out by Ofcom

during 2005 and 2006 about the approaches

being developed by communications sector

regulators around the world. Our contributors

describe a world in which communications

markets are once again being transformed. 

A new wave of technological change,

entrenching the next generation of internet-

based technology in consumer life – digital

audiovisual services, new internet protocol (IP)

based, high-bandwidth networks, high capacity

and low-cost storage of data – is creating new

business models and destroying old ones.

Market structures are changing, bringing into

commercial competition firms that have been

undisputed masters of their ‘own patch’,

sometimes for decades. Consumers should

benefit from more choice and lower prices.

New media and communications services will

bring the potential for important social as well

as consumer value. Jonathan Zittrain points to

the world of opportunities that now exists and

the promise of much more to come with

‘netizens’ contributing to a two-way system,

rather than just existing as consumers. These

trends, our authors argue, will render obsolete

much of the established regulatory framework,

and require new models for the future to secure

continuing citizen and consumer benefits. As

one of our contributors, John Naughton, asserts:

“Companies that do not adapt will vanish from

the earth. The big question is whether the same

holds for regulators.” 

Trends in convergence

Digitisation has made it possible to deliver

the same communications services – voice,

video and data – over a number of different

electronic communications platforms. Our

contributors now see a future in which

continuing innovation in services and network

architecture is designed to facilitate mobility,

convenience and flexibility of use. A decade
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ago, mobile, broadband, digital TV and radio,

wireless networks and WiFi hotspots were

niche products or non-existent. Today, they are

all part of the mass market. 

With the adoption of IP-based next generation

networks (NGNs), new services and applica-

tions will be developed more quickly and at 

a lower cost than that associated with legacy

networks. NGNs will allow for services that

offer downloads and streaming of broadcast-

quality images, with the scope for the uploading

of consumer-generated content carried on a

single, converged, core network platform in

combination with a variety of fixed and mobile

access networks. Even wireless technologies, 

be they 3G and 4G mobile or WiMAX, will be

capable of higher bandwidth delivery, although

to varying degrees. 

A dramatic improvement in compression,

peer-to-peer capabilities, and cheap high

capacity storage will transform the capacity of

distribution networks, the cost of distribution,

and the ability of consumers to store data and

content in the home. Intelligent user interfaces

– including navigation and search tools – will

help users find their way around the huge

volume of content they will have access to

over the high-bandwidth networks.

Taken as a whole these technology changes

result in important developments in the sector

which will have profound consequences for

markets, citizens and consumers and, in turn,

for policy-makers and regulators. The authors

of this volume identify or predict a number of

distinct trends.

First, there will be a shift from a communica-

tions sector characterised by relative stability,

high-entry barriers and monopoly, to one

which is fast changing, subject to disruptive

competition and increasingly open. Market

boundaries will be redefined, and there will be

increasingly blurred boundaries between what

is considered broadcasting, entertainment and

publishing; fixed or mobile; a supplier or a

consumer. But although competition will

increase, we may also see new bottlenecks

emerging at different parts of the value chain.

For example, control of digital rights manage-

ment, search tools, or premium content could

become bottlenecks and have increasing

importance over time.  

Second, there will be a transformation in 

the relationship between consumers and 

the providers of content and services to 

them. Consumers will have access to the

infrastructure, information and tools which

will allow them to search more widely for

content, switch between alternative voice and

other service providers, and participate more

in their consumption of communications

services. The impacts on both the competitive

environment and on public interest objectives

traditionally pursued in the media sector are

potentially significant.

Third, there will be a change in the relative

positioning of network providers and applica-

tions service providers. Currently, intelligence

resides predominantly in the network; however,

in a converged environment, it is likely that

some intelligence will move to the edges of

the physical network, which could shift some

control from the underlying network to end-

users and application and content providers,

altering the balance of power between players

in the sector.

Finally, there is likely to be a shift from narrow

nationally focused policies and regulation, to

an environment where the implications of

global technology adoption as well as cross-

border policy and business decisions become

more important. This will require policy-
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makers not only to take an increasingly

international perspective in their decision-

making, but also to make choices about the

appropriate level of engagement with regional

and global institutions.

Market transformation

Inter-platform competition

The future should therefore bring increasing

inter-platform competition: platforms will be

able to deliver multiple services, and any

given service will be able to be delivered by

multiple, competing platforms. The most

obvious example of the resulting increase in

competition between platforms is in voice

services. First mobile offered an alternative to

the traditional PSTN for voice services, then

Voice over Internet Protocol (VoIP) on the

public internet offered a further alternative. 

A similar trend is evident in audiovisual,

where services are now delivered via analogue

and digital terrestrial, satellite, cable and now

IPTV, all in competition with one another. 

These trends in services and technologies, as

well as regulatory innovations, have stimulated

competition between platforms as well as more

intra-platform competition with the result 

of increasing the challenges to traditional

business models in the sector: few established

businesses can be confident in their continued

market success. Incumbent market shares are

falling in radio, television, fixed and mobile

telecoms, and price competition is generally

increasing. As a result the major players in

existing markets (who develop converged

network platforms) are likely to seek to

exploit their potential, and preserve their

established market positions, by expanding

their range of activities. One of the key

changes over the next ten years is likely to be

providers in once disparate parts of the

communications sector increasingly moving

into each other’s territory. There is the

possibility of powerful media companies

entering telecommunications markets with

bundled service offers, and vice versa, as well

as internet application service providers

potentially moving into all three realms.

Governing the airwaves: importance 
of wireless and the need to optimise
spectrum policy

Many of the new platforms that have emerged

in the last decade, and many of the prospective

new ones, are wireless of one form or another

and will be designed to facilitate mobility.

Thus the supply of spectrum is a key enabler

to facilitating choice and competition as Peter

Cochrane, Martin Cave, Isolde Goggin and

Tom Hazlett all identify. Spectrum decisions

will have a major impact on the evolution of

the communications sector, and are therefore

seen as a critical building block in any new

regulatory framework.

The growth of wireless has been brought about

both by consumers’ demand for mobility, and

by a range of technical advances in compression

technologies, battery life, processing power and

miniaturisation. Importantly, wireless tech-

nologies now benefit from global economies

of scale in device and network equipment

manufacturing, which rely on similar radio

spectrum frequency bands being used for

similar applications in different countries. 

In the past the problem of scarcity has been

dealt with by a process in which spectrum 

has been assigned to users on the basis of

administrative judgment. Negative externalities

have been dealt with by granting exclusive

rights of use for particular blocks of spectrum. 

Such spectrum planning, relying heavily on

central planning and expertise, was seen as the
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best way of addressing potential problems of

interference and the need for international

harmonisation of spectrum use. Isolde Goggin,

in her chapter, remarks that the result has

been a system which is good at safeguarding

national rights (for example, for television

broadcasting) and at avoiding interference.

However, as Peter Cochrane and Isolde Goggin

articulate, a key problem is the under-

utilisation of large chunks of spectrum under

the ‘current command and control’ arrange-

ments. In a fast changing world, it becomes

increasingly difficult for central planners to

identify and determine the best use of each

part of the spectrum. It is better, all three

contributors argue, to rely on market

mechanisms, including auctions and tradable

spectrum rights.

Martin Cave sets out the case for a market-based

spectrum management regime in building on

the argument that spectrum should be treated

like any other input. He discusses how licence-

exempt spectrum or commons can be fitted

into this market-based framework and how

spectrum management can be adapted to

achieve flexibility in spectrum use in a richer

context of adaptive technologies. In order to

respond both to current and future needs for

the period following 2010, Cave calls for a

radical rewriting of the EU regulatory frame-

work that would allow significant harmonised

spectrum trading and liberalisation in the

European Union. 

The compatibility of spectrum property rights

with a spectrum commons approach is covered

by Tom Hazlett. Just as a public park is best

provided when the costs of the park are known

and competitive land-use alternatives are

permitted, Hazlett argues that exclusive

spectrum ownership facilitates efficiency. He

argues that liberalising spectrum policy

empowers competitive spectrum owners to

experiment with alternative network architec-

tures or access models and that it also permits

governments to evaluate whether particular

forms of spectrum access need to be subsidised. 

As regulators make progress with liberalisation,

and as awareness of spectrum trading increases,

secondary spectrum markets are likely to

become increasingly effective at allocating

spectrum efficiently. In time, the characteristics

of market maturity – liquidity, due diligence

and market intermediaries – are likely to

become increasingly evident. As the remaining

primary assignments are complete, the role for

regulators in spectrum assignment is likely to

decline; their role in licensing, enforcement

and international co-ordination will continue.

Our contributors also identify some of the

problems that have to be addressed when

moving to a more market-orientated spectrum

system. In particular, spectrum authorities

often face complaints from incumbent users

when they try to free up spectrum for compet-

itive purposes – especially if incumbents have

committed to large scale investments on the

assumption that they will have access to a

scarce resource. Isolde Goggin notes that the

debate on digital switchover has focused

minds on how to balance market mechanisms

with the need to ensure the availability of

spectrum for services of general economic or

social interest, and argues that there is “no

right answer” to the balance between spectrum

markets and a more policy-driven approach to

spectrum allocation. Much depends on the

nature of the public policy goals and the

scope that markets might have for providing

the right incentives for any particular group of

spectrum users. Broadcasting may be a special

case, she argues – especially where public

service broadcasting is concerned. But even
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here there may be scope for introducing

economic incentives for broadcast users of 

the spectrum – perhaps via spectrum pricing

to encourage efficient use of the spectrum 

they have been allocated.

One thing is clear: even in a market-based

approach, policy-makers and regulators affect

the outcomes of spectrum assignment, for

example through the sequencing and

packaging of assignments and through their

role in international spectrum negotiations.  

New approaches to regulation

The trends described in this book are exposing

the very different frameworks under which

radio, television, fixed and mobile telecoms

have historically been regulated. Much of the

regulatory framework for different platforms 

is enshrined in legislation. Policy-makers will

need to decide whether regulators should labour

under the constraints of existing regulatory

frameworks, or make changes to the legislative

structure to take account of convergence. 

Economic regulation

Changing market boundaries

Much of the focus of economic regulation 

in communications to date has been on

promoting competition to monopolies, or,

where this has not been feasible, replicating

the effects of competition through regulatory

pressure on costs and prices. In most countries

where ex ante regulation is applied to a network

operator a finding of dominance, or market

power, in a defined relevant market is required

first. In light of convergence, it is expected that

boundaries between products and services 

will continue to blur; new forms of mobile

and portable devices are likely to appear with

interactive and broadcasting features. It is

probable that this will have some implications

for the market definitions that underpin 

ex ante regulations. Some new markets will

emerge (e.g. for hybrid fixed and mobile

services), and it is possible that cluster

markets will develop for new service bundles.

In particular, it is likely that there will be

increased availability of multi-play service

provision, with providers offering service

bundles which may cover fixed and mobile

telephony, broadband and broadcasting

services. Convergence will inevitably lead to

new market definitions, so the analysis will

need to be updated.

Dynamic approaches

Against this background, regulators around the

world are focusing increasingly on the dynamic

benefits from the competitive process. In his

chapter, Philip Booth argues that it is important

for regulators to concentrate on the compet-

itive process and less on trying to recreate the

hypothetical outcome that would result from

perfect competition. Expressed in another way,

this means a different approach to balancing

the risks inherent in any regulatory decision –

worrying more about the risks that regulatory

intervention might stifle innovation or distort

market decisions than the risk that competition

proves not to be as effective as hoped. Jonathan

Cave identifies options for using market

mechanisms more readily to achieve any given

regulatory goal. Len Waverman argues what 

is required is a re-evaluation of the costs and

benefits of ex ante regulatory intervention

compared against the costs and benefits of

relying instead on ex post competition policy

framework. He stresses the importance of

investment in advanced electronic commu-

nications services as a key determinant of

economic growth. Even if there are some

enduring bottlenecks, for example, regulators

could still benefit from changing the focus of

the way in which they approach regulatory

decisions. As Irwin Stelzer argues, “less is
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more”, especially in periods of rapid techno-

logical change, and the presumption should

be in favour of market forces to operate with

technology that best satisfies consumer needs

and avoids regulatory ‘mission creep’.

Infrastructure competition

How this debate plays out partly depends on

where you are starting from. The approach

needed in pursuing the twin aims of

competition and investment is clearly

determined to a large degree by the legacy 

of past infrastructure developments and the

existing state of competition. The likely

impact of inter-modal competition, especially

on competition in the local loop/access

network, depends on how much chance there

is of it emerging (or threatening to emerge) 

in a way that can exercise a reasonable degree

of constraint on the actions of a dominant

incumbent operator. Even if there is effective

competition in urban areas, there may be only

one dominant supplier in less densely popu-

lated areas. M.H. Au, in his chapter on Hong

Kong, explains how the particular conditions

in that market have enabled huge progress 

to be made in promoting competition and

withdrawing from some aspects of regulation

– such as the planned end to local loop

unbundling requirements, now that effective

broadband competition has been established.  

In the United States, where there is extensive

access to both cable and fixed-line telecom

networks, there is arguably greater scope to

allow the market to take its course than in

countries which have relatively limited cable

competition, and where there is still a domi-

nant incumbent telecommunications provider.

Investment in next 

generation infrastructure

Reed Hundt, in his chapter, raises the issue of

communications sector infrastructure, and the

role that it plays in providing wider competitive

advantages for nations and their citizens.

Electronic communications networks are not –

for the most part – tradable across national

boundaries, but they are an essential input

into business and society in each country.

Therefore, a premium should be placed on

high-quality, cutting-edge and affordable tele-

communications networks in order to improve

efficiency and secure economic growth and

jobs. Hundt argues that governments have a

responsibility to ensure that their citizens do

not come off worst in the competitive battle

between countries, which means support is

required for the creation of high-quality,

modern and efficient broadband networks –

and regulators have a role to play in ensuring

the environment is conducive to this goal.

But, as Hundt points out, the removal of

unbundling rules in the United States and 

the reliance on inter-platform competition

has not ended the debate about competition

and access.

Net neutrality

Prompted partly by developments in the US,

there is an emerging international debate about

the issue of ‘network neutrality’. Although used

by different people to mean different things,

the real issue is about the extent to which

network operators should be free to offer (and

charge for) differentiated levels of service to

access their networks. As different qualities 

of service become easier to implement in the

long-term, this debate may intensify.

Eli Noam points to internet content and

applications providers, as well as some

traditional media companies that, he argues,

have banded together in order to seek

protection from the network companies’ power

over access prices, quality, price discrimination

and the perceived likelihood that they will

favour their own content subsidiaries.
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However, Reed Hundt points out that there are

good economic reasons to allow such differ-

entiation, in order to ensure that those who

value enhanced service features and quality

can attain them (for a suitable price) and that

those who do not, don’t need to pay for things

that they do not value. He argues that price

and service quality differentiation will also

provide the best environment for investment

in network capacity and service levels.

Potential for new bottlenecks

Changes in services delivered may mean that

new bottlenecks could develop at multiple

levels of the value chain, for example in DRM

or search engines. As our economic authors

have cautioned, ex ante regulation at one level

could be risky as it could favour one level over

another and therefore distort the market, since

companies’ investment decisions will be

influenced by arbitrary regulatory distinctions

rather than commercial realities. However, a

removal of regulation could also be risky. This

would imply that a provider power may be

offset by the countervailing buying power of

the purchaser. At the company level, this could

be adequate as individual companies would

be constrained in using their market power to

distort competition, but at the consumer level

it could be less so because retail price levels

may be significantly higher as result. As part of

this, regulators will have to balance the need

to secure access to bottleneck platforms with

the need to ensure incentives for efficient

investment and innovation.  

This is also important for the discussion on

social goals and their implications for

regulation. As Charles Leadbeater argues in

his chapter, we should encourage the further

development of a new highly social and

distributed form of media production. The

most important thing for regulators here, he

suggests, is to abstain from interventions

which unwittingly or deliberately sustain

incumbents while squashing the scope for

disruptive new entrants to emerge. In

particular, established players may try to use

extensions to copyright, patents, and other

elements of intellectual property to protect

their market position – rewarding current

rights holders without necessarily providing

any incentive for further innovation. 

Regulation to support social objectives

Continuing social objectives

Our contributors argue that the blurring of

product and service boundaries has significant

implications not only for economic regulation,

but also for the complex framework of social

or ‘citizenship’ regulation – a myriad of rules

and obligations which has evolved over the

years to sustain what are seen to be important

societal outcomes. Such regulation aims to

deliver outcomes that even an efficient market

would not guarantee. Interventions to secure

such ‘societal outcomes’ include:

• securing the widespread accessibility of

fixed telecommunications services through

universal service obligations 

• securing through the application of licence

conditions to broadcast TV and radio

channels: 

• standards for the protection of audiences

against exposure to harmful or offensive

content 

• standards to preserve the distinction

between advertising and editorial

content

• range, quality, plurality and broad

availability of broadcast audio visual and

audio programming (achieved through
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measures including output quotas, news

impartiality requirements, advertising

restrictions, independent production

quotas, and radio format specifications).

The need for new models

In many cases, the increase in competition

within and between platforms represents the

success of economic regulation. Yet, it can

often undermine the mechanisms through

which these societal outcomes have been

delivered to date. These mechanisms can be

thought of as implicit ‘compacts’: for example,

access to valuable scarce broadcasting spectrum

in exchange for Public Service Broadcasting

(PSB) or commitments to protect against

harmful or offensive content; or universal

access to telephony at a uniform price in

exchange for historic incumbency.

Competition erodes these ‘compacts’. For

example, competition in telecoms has focused

on high-value customers in low-cost locations,

taking market share and eroding the margins

that to date have cross-subsidised lower 

value customers in high-cost locations to an

incumbent. In television, the scarcity value of

terrestrial analogue spectrum is declining as

multichannel penetration increases. As the

value of one half of these ‘compacts’ declines,

their effectiveness in securing social outcomes

is likely also to decline. The origins of PSB of

course lie very much in the analogue age. A

key economic feature of broadcasting in the

analogue world is its public good characteristics.

In the age of satellite, cable and IP-based

networks this will all change. 

Eli Noam fears that as the internet becomes

the main platform for most media uses, there

will be pressure to extend existing telecoms

regulatory rules to much of the media system

as a whole. He argues that as the regulatory

rules for the internet move towards those of

telecom, because the issues that led to telecom

regulation – discrimination, market power,

national security, consumer protection – are

the same issues being raised by the internet, it

then follows that the telecom rules become

the rules affecting all media. 

Of course, some historic ‘social outcomes’ may

instead be delivered by the market. Chris Giles

makes some important practical points about

the need to recast our public policy objectives

and to develop new mechanisms, such as

contestable funding, to deliver them.  

Similarly, a number of universal service

regulations currently ensure that blind or deaf

people have access to special services allowing

them to use telephones. The arrival of the

internet, and of Next Generation Networks

(NGNs) using open standards, allows products

designed specifically for this market to be

profitable, which may change how we need 

to consider such regulation. 

Around the world, local and regional

governments are examining different options

to secure universal broadband provision –

typically with access to some form of public

funding, made available on a competitive

basis. As Steve Burdon notes in his survey of

developments in Asia, many regulators are

adopting what he terms a “proactive” approach

to managing emerging competition, which

involves setting national interest goals – such

as investment in modern infrastructures – as

part of the overall regulatory framework.

Changing social needs

The new models will need to reflect changing

social needs. In the future, consumers will

face greater choice, and, given improved

information and tools and a much better

understanding of media issues (media

literacy), will be able to exercise their own
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individual decisions about what to consume.

John Naughton describes the waning

influence of the established broadcasters and,

like Charles Leadbeater, notes the importance

of new media as a tool for increasing social

democracy. Naughton argues that the new

media ecosystem will be richer, more diverse,

and immeasurably more complex than the

old system. Blogging, for example, helps

individuals to bypass the gatekeepers of the

old media world, in which “freedom of the

press was available to anyone who was rich

enough to afford one”. 

Nevertheless, there is still seen by many to 

be a strong and continuing rationale for

intervening in the market to deliver desired

social outcomes. David Puttnam argues, for

example, that the citizens’ interest is still

important in the digital world and needs to

take precedence over consumer interest. In

particular he notes the continuing importance

of ensuring diversity and plurality in digital

media, and the key roles that media literacy

and an effective IP policy will play in that

environment. Ruth Hieronymi in her essay

argues strongly for the continuation of sector-

specific media law in the EU, and explains 

the intentions of the current proposals for

extending content regulation to on-demand

TV services.

Others see even more radical change – often

for the better. Damian Tambini, in his chapter,

sets out the case for a more holistic approach

to role of communications in citizenship,

which would encompass access to networks

and services, content and public participation.

He suggests that policy should develop the

notion of citizens’ rights, including access to

key information services – regulators may have

a role in protecting some groups from an unac-

ceptable level of information exclusion and

certainly have a role in monitoring the extent

and understanding the impact of such exclusion

– particularly as an input into any debate

about universal service obligations. Carolyn

Fairbairn proposes some criteria by which we

might decide whether new media markets

need to be tightly regulated or otherwise,

including the extent to which new services

might exercise a powerful influence over our

lives, and the risk that plurality may suffer.

Sustainability of national content regimes

The internet, especially with higher bandwidth

services, will make it increasingly difficult to

sustain national content rules and standards,

although there should be scope for building 

a more effective self-regulatory system which

meets public expectations. Even if continuing

intervention to secure certain standards were

desirable in the long run, the advent of

broadband and the internet increases the

practical challenge of finding effective means

of so doing. Our contributors paint a picture

of a world in which there are many thousands

of content providers – with individual internet

users posting audiovisual content alongside

more established professional companies –

very different from the numbers covered by

the current licensing regime. Content will be

available from outside a particular country,

making enforcement difficult. There is also a

transitional risk that – to meet the need to be

seen to be doing something – regulation is

either increasingly focused on those it can still

affect (the traditional broadcasters), while

allowing many other content suppliers to

escape attention, or applied so widely that it

hinders the development of innovative

content propositions from the many possible

new suppliers who could access the market.

Regulators around the world are grappling

with similar challenges. They appear to be
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pursuing two very different responses. One

approach is to tackle regulation of the internet

head-on, with all the implications for intrusive

regulation and impact on freedom of expression

that entails, which is perhaps most starkly

demonstrated in China. However this is not

the only approach.

The other is to step back, and allow individuals

themselves to exercise responsibility for what

they and their families consume, aided by the

latest in content filtering and rating devices, 

by better information about the nature of the

content to which they have access, and by

clear and enforceable laws to prevent the

distribution and use of illegal content (such 

as child pornography). This latter approach

could also involve some form of ‘opt-in’

regulation. That is, rather than determining via

legislation who should and who should not

be part of the regulated arena, it could be left

to the individual industry players to decide

voluntarily and perhaps encouraged by certain

incentives. Jonathan Cave points out that new

forms of regulation, including self- and co-

regulation, make greater use of commercial

interactions to address governance issues. 

Across the majority of countries, Ofcom has

already found that a hybrid model of direct

and self-regulation has been used to imple-

ment consumer protection measures in the 

e-commerce environment. For example quality

seal systems are in place in France (L@belsite),

Germany (Trustedshops) and Japan (Japan

DMA), while the Global Trustmark Alliance

promotes the use of quality seals at an

international level. 

There is likely to be an ongoing debate about

what social outcomes remain valuable, and

the need for regulation to continue to deliver

those outcomes. For example, some outcomes,

such as localness or ethnicity in programming,

may remain desirable but increasingly be

delivered by the market. For others, such as

access to basic telecoms services, expectations

of the minimum acceptable level are likely to

be of most concern. There is likely to be a

gradual shift, often initiated by regulators,

towards more transparent and platform-

neutral delivery of such solutions, such as

through a provider of public service content.

The provider would commission audiovisual

content that served stated PSB purposes, to be

distributed via a range of technologies and

media platforms.

Institutions and processes:
2010 and beyond

Consumer empowerment

Regulators will need to consider their response

to increasing consumer empowerment, and also

perhaps actively encourage its development.

New media developments, for example, may

bring a much more democratic and partici-

pative relationship between users and content

providers (‘user power’, ‘pull not push’), and 

a shift in the balance between passive

consumption and active content creation and

conversation. This might reduce the need for

content regulation in its traditional form.

However, whereas some consumers are able 

to keep abreast of these developments and

benefit from them, many may be baffled by

their complexity. In her chapter, Carolyn

Fairbairn highlights the potential that new

media can offer content providers and public

interest content provision in particular. A

heightened role for citizens/consumers in

exercising individual choice and responsibility

for what they consume should be supported

by effective, tough and well-targeted consumer

protection measures. In other words, the

challenge is to encourage and help those who

have grown accustomed to traditional forms
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of communications to move into the

converged world – for example, via media

literacy initiatives, promotional activity and

other incentives.

As Ed Mayo and Philip Cullum argue, the

consumer interest needs to be close to the

heart of regulatory decision-making. Their

specific ‘menu’ of proposals includes that

regulators need to start with a focus that sees

the public not just as prime beneficiaries of

regulation, but as its co-producers. They call

for methodologies to be devised for action

that goes beyond addressing imperfect

markets, which they argue is the case at

present. Above all, they argue that regulators

should do far more to engage consumers in

decision-making and they must move away

from a regulator ‘knows best’ mindset.

Institutional Design

What does all this mean for regulatory

institutions? At national level many argue that

the case for converged regulators is clear. David

Puttnam reminds us of the long gestation

period for the Communications Act 2003 and

is rightly proud of the important safeguards

built into that Act. Viviane Reding suggests

that the model of converged regulation could

be adopted more widely, even though there

are significant practical barriers to this in

many countries. Italy, Finland and Australia 

all now have converged regulators of one

design or another. 

A more difficult question is what balance

should be struck among national, regional and

global regulation in this new era. No national

policy-maker or regulator, in either the develop-

ing or the developed world, is able to act in

isolation to the developments that are taking

place around the world. This is especially true

for some aspects of spectrum policy. Graham

Mather sheds light on the current debate about

the future structure of European telecoms

regulation by highlighting parallels with other

EU markets, and the case for intelligent co-

operation between national institutions rather

than a major shift of power to Brussels. Philip

Booth also advocates that public policy-makers

and regulators should intervene at the most

local level so that the intervention is closest to

the multifaceted individual consumers that it

is designed to serve. 

In his chapter, Graham Mather also talks

about regulatory effectiveness and identifies

the importance of impact assessments in good

regulatory decision-making. He also notes,

though, that there is a risk that such processes

lose meaning over time, and therefore need to

be subject to periodic audits.

In his discussion of internet governance,

Jonathan Zittrain believes that if the current

and future benefits are not to be lost, the

internet needs its own specific type of regulat-

ion that is neither an intrusive state-led model

nor a libertarian free-for-all. Instead he looks

to such institutions as the Internet Engineering

Task Force (IETF) and Wikipedia as potential

guides to future internet governance.

Conclusions

Both Ofcom’s own international research, 

and the many thoughtful contributions to

this book underline the changes that are

likely to affect the communications sector

over the next few years, and the challenges 

for regulation. Although many different and

fascinating ideas are contained in the

chapters, the common theme is that

regulators and policy-makers cannot stand

still. Indeed there is a risk that out-of-date

regulation could hinder the development 

of the sector and – to use John Naughton’s

biological analogy – destroy the organic

changes which would otherwise occur.
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The emergence of new wireless platforms 

has, and will, contribute to increasing inter-

platform competition able to deliver multiple

services, and any given service will able to be

delivered by multiple, competing platforms.

As stated at the outset of this chapter, core

networks are increasingly similar: they use IP

and increasingly modular device components,

and they are based on open standards.

These trends of more inter- and intra-platform

competition and changing societal attitudes

will affect the way that regulation delivers

social outcomes in future. As competition

erodes the value of one half of these implicit

arrangements, they will become less sustain-

able and less effective. In the future, more

transparent mechanisms will need to replace

them. Policy-makers and regulators will have

to look again at what societal outcomes are

desirable, and to determine what can be

delivered by the market and what requires

new mechanisms for intervention. 

These trends will simultaneously increase

competition and choice, but also undermine

the effectiveness of many of the old regulatory

tools used to achieve public interest objectives

– for example, public interest content provided

by commercial broadcasters, and programme

standards. They change the way we need to

think about potential and actual competition,

(temporary) monopoly power, risk and

rewards, and the need for economic regulation.

They also call for a reassessment of our public

interest objectives in the sector, and the tools

we have at our disposal to achieve them. As

our contributors argue, they require further

tough questioning of the continuing role and

aims of regulation in the sector.

Many of our authors call for a radical rethink of

the approach to regulation over the next five to

ten years. They argue for a focus on investment

and innovation, and for the reinvention of

approaches to public interest content and other

social objectives. They see the scope for a

market-based spectrum policy to transform

the competitive landscape. They are optimistic

about the opportunities presented by new

media and communications services for

individual consumers and for society as a

whole. But they identify concerns that will need

to be addressed if the full benefits are to be

realised and some worry about the emergence

of an entrenched digital divide or ‘information

deficit’. They see an imperative for less regula-

tion in some areas, and also discuss how

regulation needs to evolve and become smarter

as it responds to the new challenges ahead. 

Clearly regulatory innovation will continue to

take place across the world as policy-makers

and regulators respond and prepare for the

challenges and the new opportunities that

convergence and changes in market structure

will offer. What will be important to factor in

will be the need to engage with consumers

and industry to understand these changes and

developments. It will be necessary to reflect

the highly dynamic nature of industry and

technological evolution and avoid an

excessively static view of markets. 

The debate engendered by the chapters in 

the book will, we hope, help result in better

answers to the big questions in due course.

But, in summarising the contributions, we are

impressed by the overall optimism about the

potential for the communications sector to be

a driver of economic growth and a generator

of great cultural benefits – and the confidence

that policy and regulation can evolve fully to

realise those benefits.
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