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Ithe @Challenges ol liechnology and Industiy
(Convergence

. lechnolegicalland market Convergence Pese
difiicult challenges; te regulators everywhere.

. Inithe ULS., those challenges are! likely to be with
Usiiier alleng time.

. ihe Eurepean; Union| recently’ adepied a new.
iegulatony framework In anl efiort te deal with

convergence.
Generall consistency across member states
Econemic analysis, by regulatoers rather than; statutory definitions
. lechnelogy neutrality
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In the begimning...

B [elephony ever telecommunications NEWOIKS.
B Broadcast services over broadcast media.
m Cable services over cable.

® [[he network and the service were one.
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Today, we have...

B lelephoeny ever cable networks.

m lielephony ever the Internet ever a wide range of;
transmission media.

B [[he emergence ol broadcast SERVICES GVer the
IRtErNEet eVer a range oji transmission media.

% [he network and the service are increasingly
INdependent off one anether.
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Definitions from the
Jrelecommunications Act

Trelecommunications - “the transmission;, betwWeen o among points
speciiied by the user, of Infermation| oi the: user's cheosing, without
change in the form o content of the information as: sent and
ieceived.”

Tlelecommunications Service - the offernngl of telecommunications for a
fiee directly to the public, or tosuch classes ofi Users as, to be
efifectively available directly to the public, regardless of the facilities
used.”

Information service - the ofiening oii a capability’ for generating,
acquiring), stering, transionming, pProcessing), etrieving, utilizing, o
making| available infermation via telecommunications; and includes
electronic publishing, but dees not include any’ use off any: such
capability for the management, control, o eperation o' a
telecommunications systen or'the management ofi a
telecommunications; SERVICE.
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New Huropean Union Eramework

B e European Commission Identiiies markets using
conceptsi borrowed from| competition: law.

B National Regulatory Autherities, (NRAS) identiiy wWhoj, I
anyene; has Significant Viarket Power (SIVIP)iwithin these
markets (Unilateral or coerdinated efiects).

o NRAs /mpose remedies ex:ante fiom a list off pessible optionsi Where one
o more firms; ane found to have SVIEP.

o INRAs eliminate restrictions absent: SIVIP.

B Attempts to address, convergence by using fiuid market
definitions  roeted In econemicianalysis instead of
enshrning technology:based definitions, within the law.
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Decisions are Based on Facts

B European Commission and NRASican use article
1 authority’ tor epiain iniermation ireom! Industry,
much as, they weuld inarmerger preceeding,

B Infermation shanng| s envisionead vetween: the
Commission andlthe NRAS, and among NRAS.

B Commission and NRAS must ensure
confidentiality: eif compettive iniermation.

B Findings ol competition authorities (Commission
and NI€As) should be reflected i regulatory.
market and SVPindings:

February 2, 2003 Silicon Flatirons, Boulder, Colorado Slide 7




ldentilying she Relevant Viarket

B SNIPP test: Would a hypotheticall monepeolist
comprised off allfirmsin the potential market find
it profitable tormake aismalll, nen-transient
INCrease ini price?

m VWhat isithe Relevant Geographic Market?
s Glebal?

lirans-natienal?

National?

Regional?

Vietrepolitan??

Tihe individual consumer'sthome or building?

[ the relevant geographicmarket is teo; small, analysis, may: be
impractical.

® 6 & O o o
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Who Has Significant Market Power?

N [Doone o mere limms: i therelevant geegraphic
market have Significant Market Pewer (SIVIP)?

“...[a]n undertaking shall be deemed te have
significant market power: If, either imdividually: or
jeInthy withr ethers, It enjeys a positien equivalent
{6 dominance; that'is toersay’ a pesition of
ECONOMIC strengtih alferding it the pewer: te
PENaVE te an appreciable extentindependently
O COMpPELtors, customers;and ultimately:
consumers.” (Framework Directive)

m Collective dominance treated differentiy in
Eurepe than in the USE
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Consequences?

m WWhat remedies are NKRAs likely to Impose on
SIVIP operators?

B What degree o consistency! s to be expected
among the Miember States?

B [How efifiective are thoese remedies likely to pbe?
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Strengths and Weaknesses of the
EU Framework

B Ambitious;, logicalland helistic efiert teraddress
CONVErgence.

m Potentially’ simpler and more fiexible than the US
iegulatery: system.

B Ultimate effectiveness, unknown and unknowable
untifully implementeat

B Significant rsk o hidden pitialls:

¢ Potential tension between the Commission and the NRAS.
¢ Handling of emergent o mascent services:
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Potential Relevance to the U.S.

B It appears that the new: E.UL frameweork should
genenally lead terconclusions, similar o) those that
we reach in the ULSE

H [he E.U. firamework appears (o provide a simpler
and more liexible appreach toiConVErgence.

B Using the European approach torstimulate
theught and discussion inithe U.S. may shed
ight en implications;and liIkely:consequences;:

m [he E.U. framework merits close study.
TThere may be valuable lessonsiior the ULS.
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