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Preface

The purpose of this Working Document is to two-fold. Firstly, it summarises the

comments received during the public consultation period which followed the

Commission s Green Paper on the Convergence of the telecommunications , media and

information technology sectors. Secop.dly, it identifies areas where further reflection is

needed and poses additional questions in these areas.

While the Commission' does not necessarily endorse the views that are contained in the

summary, it does acknowledge with thanks the interest shown in the Convergence Green
Paper, the many comments received, and the significant work of individuals and

companies from the sectors involved.

The Working Document is the first part of a two-stage process which will be completed
towards the end of 1998 with a Commission Communication containing further analysis
and policy proposals. Preparation of the Communication will take account of the opinion
of the European Parliament, expected in October 1998.

Many commentators offered views on matters , which, while relevant to the convergence
issue, were outside the scope of the Green Paper itself. Such comments have been
forwarded to the Commission services working on these matters.
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PART A: SUMMARY OF COMMENTS ON THE GREEN PAPER

INTRODUCTION: THE CONSULTATION PROCESS

This part of the Working Document presents an overview of the results of the 5-
month public consultation carried out by the European Commission following

publication of the Convergence Green Paper in December 1997. The Green Paper

attracted considerable attention. By the middle of June, 270 written comments had

been received from Member State governments, national regulatory authorities

broadcasters, telecommunications operators, equipment manufacturers, industry

associations, consumer and user representatives, members of the creative community

and trade unions. Annex 2 provides a breakdown of the types and geographical

distribution of organisations which responded to the consultation.

Orientation debates took place within the Telecommunications Council and

AudiovisuaVCulture Council, and a formal opinion was given by the Economic and

Social Committee. The European Parliament and the Committee of the Regions are
expected to adopt their opinions on the Green Paper in the autumn this year.

Three hearings on the Green Paper were held during March and April 1998 for (i)

national and European associations and representative groups, (ii) individual

companies and (iii) Member State and EEA authorities. These hearings not only

provided an opportunity for the Commission to identify the central issues in the on-
going debate on the convergence phenomenon, but also allowed the different sectors

and players concerned to hear and respond to each others ' views.

In addition, there have been more than 80 000 visits to the Green Paper s Web page

on the Commission s Web Server ! where the Commission posted the Green Paper

and related studies, as well as comments sent to the Commission in electronic form.

In parallel with the hearings and the debate at European level, most Member States

started a process of consultation at national level.

Part A starts by identifying the main themes brought out during the public
consultation. It then continues with a summary of the key issues raised and the

views offered on them by commentators.

A more detailed review of the comments received on each ofthe Green Paper s nine

questions is set out in Annex 1.

This Working Document presents the views .expressed by commentators. It does not

take a position on those views , nor attempt at this stage to respond to the arguments
raised.

http://www. ispo.cec.



COMMON THEMES ARISING DURING THE CONSULTATION

The initial analysis of both the he.arings and the written comments received during
the public consultation on the Green Paper has revealed a number of common
themes.

(1) There is agreement on the reality of technological convergence, but different
views as to the speed and scope of its impact on markets and services.

(2) Most commentators preferred an evolutionary rather than revolutionary
approach and many of those expressed a preference for Option 1 in the Green
Paper (building on existing structures).

(3) There is general recognition of the continuing role of sector specific rules to
assist in securing certain general interest objectives, in particular within the
audiovisual sector, even if those rules or the way they are applied may need
to be modified to take account of the impact of new technology. Such sector
specific rules will co-exist with (i) the "ftpplication of competition rules and
(ii) increasing reliance on industry self-regulation.

(4) number of potential barriers and key regulatory issues have been
highlighted. The issue of .access to set top boxes, Electronic Programme
Guides (EPGs) and Application Programming Interfaces (APls) has been
presented as one area requiring attention in the near future.

(5) The question of the right approach to spectrum issues (in particular allocation
and fees) attracted much attention, with agreement on the need to promote
more efficient use of available spectrum, but different views as to how that
can best be achieved.

(6) There appears to be substantial support for a more horizontal approach to
regulation (i.e. same rules for networks access issues , but with a vertical or
sector specific approach for regulating aspects of the provision of services
such as, for example, the content of audiovisual programming). This
approach should be viewed in the context of responses on the Options.

In addition, individual sector interests were evident from many of the comments.
For example:

(1) There are strong calls within the telecommunications and IT sectors for less
burdensome sector-specific regulation or rules with a lighter touch in
response to (i) increasing levels of competition (e.g. telecommunications
liberalisation) and (ii) rapid pace of change (driven by technology short
product life-cycles).

(2) Consumer organisations claimed that the approach taken in the Green Paper
was unduly biased towards technology and the supply side, with insufficient
emphasis on evaluating the potential demand for convergent services and
addressing the needs of consumers.

(3) There is an active discussion within the audiovisual sector about whether
there should be national or ED timetables for the switch-off of analogue



broadcasting, and of the relationship between regulation and content-support
initiatives.

(4) There was agreement that demand for high quality content, particularly in the

audiovisual sector, would increase, and that measures to foster European
production should therefore be considered.

SUMMARY OF COMMENTS ON THE ISSUES RAISED IN THE GREEN PAPER

The Commission s initiative to start a far reaching and open consultation on future
regulatory development and the nature and impact of convergence in the different

sectors involved was broadly welcomed.

The nature and pace of convergence

The Green Paper was seen to have raised many of the right issues, although some

comments suggested that it was unclear exactly what the term convergence

represents. For others, convergence defied definition. Yet others predicted a degree

of divergence ' in . terms , of the range of content and services offered. While many
accepted the working definitions of convergence offered by the Commission, views

on the pace' of developments were more cautious. There was wide recognition of the

reality of convergence at the level of technology and network infrastructures. But

most agreed that this did not mean that convergence of either markets (in terms of
the players involved) or services would automatically follow. Convergence was seen
as an evolutionary rather than a revolutionary process.

There were clear differences between sectors as to their perception of the extent and
speed of these developments, but there was the broad acknowledgement that

convergence, however defined, was at an early stage and characterised by

uncertainty, in particular about the level of demand there might be for such services.
These differences were also reflected in the many of the examples offered as to how
converging technologies are influencing both the business world and our everyday
lives, many of them based on the growing popularity of the Internet. One important

feature in this .context was the degree to which new services offered users the
possibility to customise and control the information and services received.

An important distinction between developments in the work environment and the
home was recognised. Many considered that developments at work ~ould be driven

by the Internet, electronic commerce and PC-based activities , and would have an
impact on home-use. On the other hand, and despite the increasing take up of
computers in the home, digital television, offering entertainment and information
was seen by some as the predominant platform in the home for the foreseeable

future.

The economic and social impact of convergence

In commenting on the broader social context of these developments, the Internet was

considered by some as playing, a crucial role in the democratic and social process by
allowing the citizen to act as both a consumer and producer of information. The



fundamental role of broadcasting within society for ensuring pluralism, diversity and
a .sharing of cultures was also highlighted.

Comments on the impact of convergence on growth and employment tended to
reflect optimism about the benefits to the broad economy of many aspects of
convergence, despite misgivings about the short-term effects of rationalisation and
new technologies. Electronic commerce was seen as a positive factor for economic
growth.

Many commentators stressed the importance of equipping both young people and the
current workforce with appropriate skills. Apart from their increasing demand in
business, these skills were also becoming central to many of the content and creative
industries.

From the comments, it was clear that convergence is perceived as offering both
opportunities and risks for the less developed regions within the Union.
Geographical constraints could be overcome by harnessing new technologies and
services, but they could also delay the roll-out of such services.

Markets for broadcasting were expected to remain fragmented along national and
regional lines for cultural and linguistic reasons but also because of the geographical
scope of certain aspects of the business. Concerns were expressed about the lack of
European content on the Internet as a limiting factor in its wider take up. Specific
projects for inclusion in Community research and development programmes were
identified as one possible avenue of support for the European audiovisual sector.

Barriers to convergence

There was general agreement that most of the issues raised in the Green Paper
represented at least potential barriers. Greatest attention focused on regulatory
uncertainty, availability of content, IPR protection, consumer protection, access

issues (including access to set top boxes), pricing, radio spectrum and the manner in
which public interest objectives could be achieved.

However, a number of contributions from players in the audiovisual sector and from
consumer organisations objected to the description of a range ways of implementing
of public interest objectives as barriers at all. In their view, this tended to assess
public interest rules only in an economic context, ignoring their underlying public
social or political purpose, and calling into question the essential role of Member
States in determining the manner of their application.

It was generally agreed that the potential benefits of converging technologies would
not be realised without a rich and diverse supply of content and information. Public
service broadcasters stressed the importance of European content and the role they
played in its production. They also suggested that in future, regulatory attention
should shift from the current time-based quotas to investment-related incentives.

Two additional barriers were identified in contributions received. These were the
need to overcome "technophobia , by developing user friendly access new services
and the need to avoid new fiscal barriers in the form of new taxes on information or
serVIces.



3.4 The future approach to regulation

Most commentators agreed with the Green Paper s assertion that convergence does

not call into question the objectives that underpin sector specific regulation
, but may

call for a review of the manner in which these objectives are achieved. However

many felt that any new rilles should take account of the way in which new services
and technologies empower the consumer $ld the citizen, enabling them to make

more informed choices about the services and~information they receive.

A wide variety of views were expressed ab~ut the extent to which convergence

would or should have an impact on the approa:h to the regulation of

telecommunications, IT and the media. Issues included:

. the balance between competition rules and sector-specific regulation

. the extent to which the Internet and other on-line services should be subject to detailed

(or additional) regulation, and

. the areas on which competition rules might focus.

There was general agreement that future regulation should be technology and

platform-neutral, and that existing rules would need to be adjusted where this was
not the case. Some commentators took the publishing model as their example
suggesting, along with others, that future regulation should be competition-based

with no a priori assumption that all services should be regulated. Many

commentators considered that certain public interest objectives could not be

achieved by the simple application of competition rules, and that regulatory

intervention to achieve such objectives would always be needed. Others saw a

continuing role which balanced competition rules with 
sector-specific regulation

designed to foster competition, deliver social and consumer goals, and oversee

certain aspects of content provision.

Others stressed that the application of competition law should recognise the very

large investments needed in the face of uncertain demand. Still others focused

variously on the need for competition rules to be applied against discriminatory

behaviour by existing network operators; on the commercial activities of publicly

funded broadcasters, and on the risk of unfair cross-subsidies of new service

activities by large telecommunications operators.

There were a number of comments expressing concerns about the risks of extending
existing regulation to areas currently unregulated

, and of applying audiovisual

content rules inappropriately to the on-line environment. Some contributors argued

that the Internet did not require additional regulation
, and that the problems in

respect of regulating on-line .activities would be those of enforcement, where

solutions combining industry self~regulation with consumer control would be

important.

There was a large measure of agreement on the need to ensure a consistent approach
on the way in which networks and transmission services were treated, leading many
to support a move away from current vertical regulatory divisions to a more

horizontal approach to them. This would ensure a consistent approach to



infrastructure, and at the same time allow rules governing content provision to
continue to reflect the specific nature of the services concerned.

There was general agreement that all the sectors affected by convergence required a
clear and predictable regulatory framework to facilitate investment decisions, and
that regulation should be proportional to the nature of the service or activity .
concerned. Among several criteria suggested for defining the type of regulation that
should be applied, many argued that the distinction between public and private
communications should be considered to be one of the more fundamental. At the
same time there was general recognition of the need to avoid inconsistent regulatory
treatment of essentially similar services, although some were sceptical of claims that
current definitions were inadequate.

Comments on specific regulatory issues raised in the Green Paper

Market entry and licensing

Relatively few commentators identified licensing or current licensing procedures as a
major barrier within the market today, although some stressed the need for
independent licensing authorities and the use of open and transparent procedures.
On the other hand, a clear message from industry, from IT players and ' from the
publishing/press sector was that for many service-based activities licensing should be
the exception rather than the rule.

There were also relatively few comments on restrictions on the use of networks.
Those that were made expressed concerns that such restrictions opposed the trend
towards converging platforms and that they unnecessarily limited investment

innovation (in terms of combined service packages) and consumer choice. Others
accepted that temporary restrictions might be needed, where they were focused on
promoting local loop competition, or on providing certain guarantees for consumers.
The current lack of bandwidth / capacity within the local loop network was seen by
many as a particular handicap for the short-term take up of the Internet and other on-
line services.

Comments were received from all sectors about the need to safeguard against abuses
of market power by vertically integrated companies. While such vertical integration
was a trend which technological convergence was seen as accelerating, it was felt by
a number of commentators that competition rules provided an adequate solution.

Access issues

There was general agreement that in a digital environment, access to networks and to
customers would be among the key regulatory issues.

There appeared to be broad support for a continuing framework to guarantee
interconnection between public networks. It was generally recognised that there
would continue to be a limited number of routes to individual users, leading some to
call for open access requirements to be applied to local loop inti"astructures, as a way
of stimulating effective service-based competition. Some comments also focused on
the need to ensure access by content providers to the available distribution channels.



A major issue of concern for many commentators was that of access to customers
through conditional access , navigation and operating systems. Discussion centred on
the rules which might apply to set-top boxes, Electronic Programme Guides (EPGs)
and Application Programming Interfaces (APls). Some considered that open access
was needed not only for reasons of fair competition but also to ensure plurality and
consumer choice.

Many of the commentators supported the principles underpinning Directive
95/47/EC, which provides for non-discriminatory access by operators to digital
television platforms and considered that these principles should apply to access
systems in general. Others felt that access issues could best be resolved in the
context of the Treaty competition rules , perhaps building on current concepts of
essential facilities

Additionally, a range of comments pointed to the role of such gateways in relation to
all digital services and not just with regard to encrypted broadcasting ,services.

Therefore many commentators called for a consistent set of rules to be applied to
digital gateways, irrespective of the nature of the services to which they gave access.

Frequency Spectrum

There was general agreement on the increasing demand for radio spectrum from new
digital services, on the need for it to be used efficiently, and need for early decisions
regarding its allocation. Most commentators considered that spectrum would
continue to be a scarce resource for the foreseeable future.

There were widespread concerns about the possible auctioning of spectrum
accompanied by assertions that this would raise market entry barriers and lead 
increased prices for consumers. Others pointed out the risk of discrimination either
by favouring incumbents or by treating sectors differently.

The issue of whether dates should be set or co-ordinated at a European level for the
switching off of analogue broadcast services attracted considerable comment from
broadcasters, equipment manufacturers, consumer groups and Member States.

Opinion was split between those who saw any transition from analogue to digital
broadcasting as being market-led, and not requiring Government or ED level
intervention~ and those who considered that a deadline set at a national level would
be a useful stimulus to the development of digital broadcasting in the ED.

5.4 Standards

There was widespread agreement that standardisation should be voluntary, industry-
led and market driven. It should also continue to be based on open procedures,

though some comments suggested a need for greater representation of consumer
user and local Community needs.

Pricing

There was wide recognition that on-line and other new services would only succeed
if the overall cost of using them were considered reasonable by a significant part of
the population. Most concern focused on the current relatively high charges for local
telephone calls and on potential risks to competition associated with the bundling of



on-line access and special
telecommunications operators.

Internet" telephone rates incumbent

Consumer interests

Comments received from consumer organisations and others called for ' consumer

interests to be placed at the top of the regulatory agenda. Consumer organisations '
considered that there was a particular need to carry out an overall .assessment of the
impact of convergence on the consumer. The need for greater safeguards to ensure
that consumer interests are protected was highlighted by many commentators, as
well as the need to ensure consumer confidence through clear rules on electronic
signatures, on liability in electronic commerce and other on.,.line services, on data
protection and privacy and on the availability of effective encryption. In this
context, the Commission s Electronic Commerce Communication and proposal for a
Directive on digital signatures was widely supported( Directive 98/297/2/EC), since
they were seen as helping to create the necessary degree of consumer confidence in
new activities. Other consumer concerns specifically raised included the need for
effective dispute resolution, for the involvement of consumers in drawing up
standards and quality of service targets; and for protection against unwarranted
bundling of services.

Achieving public interest objectives

The issue of regulation and public interest objectives attracted a considerable degree
of comment. For many of those commenting, such obligations represented a strength
rather than a barrier within society, particularly in the context of rules relating to
audiovisual content or pluralism, given the specific role of television, radio and film
in a democratic society, and it was considered that the objectives met by such
regulation remained valid in the new on-line environment.

There was also recognition that convergence offered new ways of meeting public
interest objectives (both directly and indirectly, as a result of the lower cost and
greater flexibility). This might require a review of regulatory tools, but did not
challenge the fundamental policy objectives underpinning such regulation.

Widespread political concern over the need to avoid an informational divide in
society was confirmed in the comments received. Consumer organisations and
others feared the demise of the universal service principle in a future regulatory
environment, seeing it rather, as an evolving concept aimed at ensuring that the new
services of the Information society are available to all. Many Member States as well
as public service broadcasters were particularly concerned that the universal service
concept (as currently applied in the telecommunications sector) should not be
confused with the much broader concept of the public service broadcasting mission.

The consultation confirmed general recognition of a continuing role for public
service broadcasting. This led many public broadcasters to state that the public
service mission conferred on them would continue to require both specific funding
mechanisms as well as other regulatory measures to enable them to meet their
obligations. Commercial operators and potential competitors expressed concerns
about the potential distortion of the market place resulting from the benefits enjoyed
by public sector broadcasters and called for greater transparency to ensure that their



commercial activities were not being unfairly .cross-subsidised. Most broadcasters

both public and private, supported a mixed system of public service and commercial
broadcasting.

International aspects

There wfls general agreement on the need to ensure a better understanding of the

regulatory and other issues arising from the convergence flhenomenon at an
international level. The proposal for a Global International Charter was welcomed
by many in this context, providing that it involved widespread industry participation.

At the same time consumer representatives saw the need to avoid a levelling down of
current regional standards of protection, stressing the need for a clear framework for

jurisdiction in relation to on-line services provided from outside the ED.

Principles and options for the future

Principles

The principles .put forward !n the Green Paper as underpinning future regulatory

approaches were widely endorsed in the comments received. At the same time, a

number of commentators expressed concern that the principles failed to acknowledge
the positive role played by regulation in many cases. Some stressed the need to

place the consumer a~ the centre of any future ,approach.

Options

Inevitably, the options presented for discussion in the Green Paper attracted

considerable attention.2 The majority of those commenting, including most Member

States favoured an approach which would build on existing regulatory frameworks.

For most of those commenting, particularly broadcasters , this equated to Option 1.

This was felt to offer the highest degree of certainty for investment, whilst
maintaining continuing public interest safeguards in relation to the distinctive

characteristics of each sector involved. Some claimed that it might also limit a
tendency to add rules to areas currently not subject to regulation.

At the ' same time , a number of comments highlighted the possible evolution from an
approach building on the existing framework in the short term to a more far-reaching
approach, in particular for networks and infrastructure, in the medium to long-term.

Many of those suggesting that a distinction should be drawn between networks and
content provision or between "content" and "the container , also indicated that

networks should be governed by a single set of technology neutral rules, whilst

. content provision could continue to be subject to existing frameworks which were
closely related to the specific characteristics of the services concerned. (Le. a

The three options put forward in the Green Paper were: Option I - build on current structures; Option

2 - develop a separate regulatory model for new activities , to co-exist with telecommunications and

broadcasting regulation; Option 3 - progressively introduce a new regulatory model to cover the

whole range of existing and new services.



combination of Options 1 for content provision and Option 3 for networks and
infrastructure) .

Option 2 received only limited support, drawn in part from some broadcasters and
from many comments from Germany, where this Option was equated with the
current. national framework. On the other hand, many commentators expressed
concerns about the creation of additional layers of regulation or additional

boundaries, where grey areas between, for example, new services and traditional
telecommunications services might arise.

Those supporting an Option 3 approach generally viewed. this as a gradual process of
change, rather than an urgent rewriting of the rules in question. For others Option 3
might be a viable long term goal for certain aspects of regulation, but only once the
full transition to digital broadcasting had been completed, so that digital platforms
served all the sectors involved in the convergence process.



PART B: AREAS FOR FURTHER REFLECTION

THE THREE KEY ISSUES

In taking the Commission s reflections further .and building on the areas identified
above, the Commission believes it would be useful to deepen the debate on three keyissues, namely: l
1. Access to networks and digital gateways in a converging environment

2. Creating the framework for investment, innovation, and encouraging
European content production, distribution and availability, and

3. Ensuring a balanced approach to regulation

These are three of the key themes raised in the oral and written comments. The
detailed questions are set out below.

The responses ~o these questions, requested by 3 November 1998 , should expand on
and elucidate the replies received to date. This will assist the Commission in
completing its analysis of the public consultation on the Green Paper and in
determining policy options at the end of the year.

;Qu~yti6n~f 1\~t~g~' :t~ ~~fu~t~~~a:iI!gH~lg~~e;vY~Y~

Context

Access issues have been highlighted in many comments as a key commercial and
regulatory issue in the converging environment. Access issues have been considered
to relate to set-top boxes, APls, EPGs and the local loop itself, as well as digital
services besides television. Nevertheless, different views have been expressed
concerning whether solutions should be found through the application of
competition rules only, or through the development of sector-specific rules, or
through a combination of both. The principles underpinning the Digital 

Standards Directive (and the Directive itself) received strong support and were
considered by many to form the basis on which to build a possible future initiative.

Question

Views are invited

(A) with respect to networks (i.e. the local loop etc.), on

- which are the critical access issues and why (Le. competition issues
consumer choice, consumer protection, creation of a favourable environment
for investment etc.

the extent to sector-specific principles and rules should be envisaged, in
addition to any case-by-case application of the competition rules?



in the event that such sector-specific principles and rules are necessary, which
means would be appropriate and in what timeframe (i.e. regulation, self-

regulation etc)?

- what should be the scope of any sector-specific approach?

(B) with respect to digital gateways (conditional access systems, EPGs, APls), on

- which are the critical access issues and why? (i.e. competition issues

consumer choice, consumer protection, creation of a favourable environment

for investment etc.

to what extent should sector- specific principles and rules be envisaged, in

addition to any case-by-case application of the competition rules?

in the event that such sector-specific principles and rules are necessary, which
means would be ap;Jropriate and in what timeframe? (i.e. regulation, self-

regulation etc)

- what should be the scope of any sector-specific approach both in terms of the
services (broadcast, non-broadcast) and the elements (set-top box, EPG, API)

covered?

Question ' : Crea ting;the Jra~ew O~)(:fo rjl!yestJ!1e~.!j~!t~ii(#Ry.~li~~.

. . .

~~~'~i

Context.

A number of commentators highlighted the need for the regulatory framework to

take account of the large investments and uncertain demand for digital services in
both the telecommunications and broadcasting sectors, although no estimates of the

scale of investments or potential markets were given. Other commentators

underlined the need to create a favourable framework for European audiovisual

content production, distribution and availability for both traditional and new media

in a digital environment

Question

(A) Views are invited on the evolution and promotion of European audiovisual

content production, distribution and availability in a digital environment?

(B) Views are also invited on:

(i) the extent to which and (ii) the way in which

the regulatory framework should take account of the level of investment required to
establish digital platforms, networks and services?'



Question 3::E;J.isuring a balancedappr9ach to regulation

' . , ...

Context

A wide range of views has been expressed on the role of regulation and the

objectives it pursues. The Convergence Gr:pen Paper itself and the ongoing debate

have highlighted the different regulatory regimes that apply to the sectors

concerned. These arise from the . differing ' nature of the services provided

(telecommunications services being private 
communications whilst those of the

audiovisual sector are public communications i. e. content-based) as well as the

history of each sector. The telecommunications sector, which has recently undergone

a profound reform, has a. new regulatory framework at Community level designed to

ensure the transition from monopoly to effective competition. The regulatory aim is
to ensure that market outcomes conform as far as 

possible. to public policy

objectives, one of which is the provision of universal service.

The 1989 Tell!vision Without Frontiers Directive, as amended by Directive

97/36/EC, ensU;res the free circulation of services, whilst securing a range of general
public interest objectives, through the necessary degree of co-ordination of the

national provisions concerning television broadcasting.

It is clear from the comments received that in the new media environment it will

continue to be important to find the right balance between achieving legitimate

general public interest objectives and not hampering the creation and development

of new services and markets. In this respect it is important to emphasise both the

opportunities and potential risks that exist for consumers, and the need to ensure

consumer confidence in the new environment.

Question

. Views are invited on:

(a) Which principles and measures will be the most appropriate (taking into account
the nature of the service, its pervasiveness, and technical characteristics, as well as

the public interest considerations at stake, including consumer protection matters)
for achieving the right balance between securing such public interest objectives
pursued and facilitating the development of open competitive markets, and what
is the timeframe in which the:y should be introduced.

(b) Whether criteria can be identified which will ensure that sector-specific rules are
proportionate, in the sense that they take account of the nature of the service
concerned and the legitimacy of the public interest obj~ctives pursued;

(c) areas in which self-regulation could playa role in achieving this balance, and who

should participate in setting up and implementing the relevant mechanisms?



TIMETABLE AND NEXT STEPS

Given the detailed reflections already undertaken by many commentators and the
fact that organisations are now familiar with the underlying issues and context, the
Commission s services invite responses by 3rd November 1998.

It would be the Commission s intention at that time, armed with both responses to .
these questions and the opinion of the European Parliament on the Convergence
Green Paper, to proceed with work on a Communication to consider, if necessary,

. the preparation of any policy proposals. 

Submissions may be sent via . E-mail (in both Word-far-Windows and html formats if
possible) to E-mail: convergencegp~cec.

Or by fax or post to:

European Commission , DGXIII/ A4
Attn. Mr. E. Lalor
200 rue de la Loi , BU31 0/62

1 049 BRUSSELS
Belgium
Fax (+32 2) 296 9009

European Commission , DGX C1
Attn. Mr. G. Paulger
200 rue de la Loi , L-102 5/25

1049 BRUSSELS
Belgium
Fax: (+32.2) 299 9201

and/or

Hard copies of all submissions will be made available at the conclusion of the consultation,
unless a request for confidentiality is received. Copies received electronically will be posted
on the Commission s Convergence Green Paper web site:

(http://www.ispo.cec.be/convergencegp) unless a request for confidentiality is received.
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ANNEX 1: SUMMARY OF COMMENTS BY QUESTION POSED
IN THE GREEN PAPER

QUESTION 1 :iH~~A TUREA.N)? I~P 1C1"9~"gg,1'lY,!~Y~~9E~1j~

Question 1 (A) Whilst convergence is occurring at the technology level , to what extent and at .

what speed is this happening at the industry, service and market levels?

Many of the comments accepted the working definitions of convergence offered by

the Commission, though some organisations representing consumers stressed the need to
define convergence from the user perspective (i.e. the demand side) rather than simpiy
from the supply side. Others, including some broadcasters and academics, considered
that there was a need for clearer definitions of what convergence meant and called for

further detailed study of market trends as a precursor to any decisions regarding
regulatory options.

There was widespread recognition that technological convergence was a reality. This

meant that networks and equipment such as PCS( fixed and mobile telephones and TV s

could be used to offer a wide range of services, from voice and data communications to

accessing on-line information, e-commerce and the delivery of audiovisual content. The

convergence of fixed and mobile communications was seen as a particularly

important example of technological convergence. Digitisation of networks and the

increasing integration of computer processes and memory into such devices were the key
factors underlying such changes.

However, there was also broad agreement that the future environment was more

likely to be cbaracterised by diversity and competition between different services

supplied over a number of networks than by a single pipe or network through which all
services would be delivered. This would lead to a market shaped as much by

interdependence as by convergence of business activities.

At the same time , most commentators agreed that such technological developments did
not mean that convergence of either markets (in terms of the players involved) or services
would automatically follow. Convergence was seen as an evolutionary rather thana

revolutionary process. Moreover, there were clear differences between sectors in the

extent and speed of convergence.

Comments from the IT, telecommunications equipment and services, and software

sectors argued that convergence was already being seen in terms of the Internet and new
services about to be launched on digital TV platforms, as well as some notable mergers

and alliances over the last 12 months. Many broadcasters and most Member States, on

the other hand, did not believe that convergence was having a marked impact on either
services or market structures. Broadcasters who were actively developing on-line

activities considered this activity to be an extension of their traditional roles rather than a
sign of convergence.

Underlying these differences was the broad recognition that convergence, however

defined, was at an early stage and characterised by uncertainty. This uncertainty

prevailed with regard to which technologies would be successful; which markets would



be commercially viable3 and, particularly, which services users would actually want to
use. Particular stress was placed on the fact that companies would only succeed if they

could continue to offer content and services which people actually wanted. For

many content providers and broadcasters, this pointed to the need to stimulate the

provision of information and content to fill the new delivery channels which were

becoming available.

Question 1(8) Are the effects of convergence already being felt in the business world and in our

everyday lives , and if so. in what way?

The differences highlighted above concerning the extent and scope of convergence were
reflected in many of the examples given of how converging technologies are impacting
both on the business world and on our everyday lives.

A range of concrete examples of new developments were cited, such as:

the use of 'cable television networks
telephone services;

to provide Internet access or normal

the delivery of more than 650 (mainly local) radio stations over the Internet;

The large number of European broadcasters and newspapers that have their own
sites on the World Wide Web.

E-commerce was seen as becoming a reality with the introduction of electronic payment
cards for home shopping and the take-up of home banking packages.

Others pointed to the strong growth in second phone lines and ISDN as signs of both

. greater use of on-line services, and the beginning of a trend towards tele-working.

Other comments particularIy from broadcasters, highlighted forthcoming or recent

developments concerning the introduction of digital television services. The roll-out of
xDSL technologies to overcome capacity constraints in the local loop of the

telecommunications network was also cited.

One important feature was the degree to which new services offered users the
possibility to customise and control the information and services received. This

varied from the development of different offers of bouquets of programmes via digital
platforms, the steady take up of pay-per view programming as a complement to free to air

offerings to the choice offered by electronic programme guides and links between

television programmes and web-sites or on-line programme related information. In

relation to on-line services or standard telecommunications , user empowerment went

further in terms of the inter-activity and choice offered by the Internet, the use of search

engines to retrieve information, the possibility of using filtering software
, where

necessary, to block access to particular types of content and the possibility of barring
calls via digital telecommunications exchanges to particular numbers or types of services.

A number of comments referred to the early trials of video on demand services in the USA and Europe
which, despite their technical feasibility, had not attracted a great deal of consumer support.



An important distinction between developments in the work environment and the
home was recognised. At work developments would tend to be driven by the Internet
e-commerce and PC-based activities, whilst in the home, despite increasing take up of
computers, digital television, offering entertainment and information, could become the
predominant platform at some point in the future. Many commentators recognised that
the business to business market was developing most rapidly, whilst the wider take-up of
IT, the Internet and e-commerce at work would have a direct impact on home use.

Some commentators also pointed to recent mergers and alliances as an indication that
new types of media and communication companies were emerging. These were bringing
together telecommunications operators, Internet access and .service providers, content
producers, and broadcasters. For others, however, such trends were simply a sign of
industry concentration, with companies exploiting together the opportunities offered by
new technologies, market liberalisation and, in some cases, the trend towards
globalisation. The new companies emerging were little different from other types - of
conglomerates straddling several sectors, which are active in many parts of the Union.

The broader social context of many of these developments was also higWighted. The
Internet was recognised by some as playing a crucial role in the democratic and social
process within the Union by allowing the citizen to be both a consumer and producer of
information. The fundamental role of broadcasting within society in terms of ensuring
pluralism, diversity and a sharing of cultures was highlighted by Member States in
general and most radio and television broadcasters.

At the same time, many commentators, including those from consumer organisations and.
. Governments , highlighted the ri-sk that only certain parts of the population or only .certain
regions within a Member State would take up these new technologies and services and
feel comfortable using them. Public broadcasters felt that they had a particular
responsibility to familiarise their viewers and listeners with emerging technologies and
services, and considered that this concern about a "two-tier" society in Europe should be
part of any assessment of the impact of convergence on our everyday lives.

QUESTION 2 : THE SOCIO-ECONOM!C, BUSINESS AND 'CONSUMEit

. '

CONVERGENCE

Question 2(A) Will convergence have a significant impact on job creation, as well as on
education and training in the European Union? How is convergence likely to impact the way in
which we work? Will its effects be spread evenly throughout the European Community? of
Community RTD projects should be launched in the context of convergence?

Question 2. i impact on job creation

Comments on the impact of convergence on growth and employment tended to reflect
optimism about the benefits to the broad economy of many aspects of convergence.
Many of the new entrants in the telecommunications and Internet markets also pointed to
the jobs that were being created by these activities. At the same time, concerns were
expressed by incumbent telecommunications operators and- by some broadcasters that any
increase in the number of jobs due to new technologies was unlikely, in the short-term, to
offset continuing job losses in their traditional activities as they adapted to greater
competition and the introduction of these new technologies. 



Electronic commerce both via the Internet and, particularly in the home via inter-active
, was seen as a positive factor for economic growth. These new distribution channels

would give operators of all types new opportunities to do business throughout the EU and
beyond. This was .expected to create employment and would allow businesses located in
less developed regions within the Union to overcome disadvantages associated with their
geographical location.

Question 2. 2Impact on education and training

Many commentators stressed the importance of equipping both young people and the
cur~ent workforce with IT skills, which were becoming increasingly essential in the
workplace. Such skills were needed throughout industry and the business world, and
were becoming central to many of the content and creative industries , which provided the

raw material for the sectors concerned. Certain public broadcasters highlighted the
training efforts they were already making and, in particular, their concern to see an even

distribution of the skills base throughout the Community. Others also highlighted their
concerns that current shortages of IT persolli1el might have a significant impact 
Europe s competitiveness.

Distance learning was highlighted as one way in which education and training could
draw on the Internet and other digital delivery channels. Some commentators mentioned

that there was a role for Commission initiatives in this area.

Impact on the way we work

Whilst the general opinion of the commentators was that convergence would have a
significant impact on the way we work and on where we work (e.g. tele-working, -greater

mobility, better regional distribution of employment, etc.), this was not a central issue in

most of the responses received nor was it raised at the hearings.

Cohesion and regional development issues

From the comments, it was clear that convergence is perceived as offering both
opportunities and risks for the less developed regions within the Union. Several

commentators stressed the role of digitisation and new services in helping regions
overcome problems linked to their remoteness or climate, which had affected their

economic development.

Other comments stressed the disadvantages, which could arise for these regions if
networks and new services were not made available to users there as quickly as in urban
areas. These fears of a two tier Europe were also reflected in concerns over whether
sufficient attention would be paid to ensuring that the workforce had the appropriate

skills base to utilise new technologies and services. In this context, the role of the
Community projects to support the introduction of new services and to stimulate

awareness were highlighted.

Question 2(8) What effect are current developments likely to have on telecommunications
media and IT sectors , in terms of the underlying economics of those sectors , the services offered

and the likely service providers?

As indicated above, the uncertainty surrounding current developments and their

economic impact was highlighted in many comments. This meant that many



commentators did not attempt to predict the shape of future markets and .suggested

that to do so would be premature and could be counterproductive.

Divergent positions were taken on whether the process of convergence was really

creating new market players and developing both new service activities and a new value
chain through which services would be delivered, or whether, on the other hand, current

alliances and joint ventures simply represented a tendency to consolidation and .

concentration within and between the sectors concerned.

Whilst recognising the importance for their industry of the introduction of digital

technologies, broadcasters did not believe that convergence was fundamentally changing
the distinct nature and underlying economics of their activities. For example,

transmission and communication. costs represented relatively small elements in their total

expenditure, and they did not believe that convergence would have a major impact in

reducing the costs of content production or acquisition.

Markets for broadcasting were expected to remain fragmented along national and

regional lines for cultural and linguistic reasons but also because of the geographic scope
of certain aspects of the business. Concerns were expressed about the relative lack
of European content on the Internet as a limiting factor in its wider take up.

Convergence was not seen as likely in the short-term to increase the amount or
range of European audiovisual content .available. Digitisation, on the other hand, since

it would drastically reduce spectrum scarcity in broadcasting and lead to an increased

number of TV channels, was seen as leading to extra demand for premium content.

Other commentators suggested that there was a significant change in the traditional value
chain. The costs of transmission and communication were falling sharply and the
packaging, bundling and organisation of information was likely to become an

increasingly important commercial activity. Here again, the distinction identified

above , between home and business markets was highlighted with electronic commerce

becoming the main driver of the business market.

In terms of networks and technologies , many commentators pointed to a move towards

much greater use of packet-based networks. This would have an important impact on the
way communications services would be priced. They also suggested that current capacity
limitations would tend to limit the ability of the Internet to compete in the short to
medium term as an alternative distribution channel for TV or radio-programming.

Question 2(C) What evidence is there of changes in Europe in the way services, information
entertainment and culture is being accessed in the home and in the office? What are the
implications of current levels of PC penetration , Internet use and TV penetration for the take up of

new services? What action (if any) is needed to overcome low levels of multimedia computer

penetration and Internet use?

As indicated above, the distinction between the home and business markets was felt to be
a ~ey factor in assessing how services were likely to be delivered in the future.

There seemed to be broad recognition that for the near future, the television, enhanced by

digital capabilities, would be the main vehicle for both traditional broadcasting and many
multimedia and on- line services in the home. Such services were recognised as being

complementary rather than substitutes for traditional television services except in the
sense that there would always be a fixed amount of time within which broadcast and on-



line content could be "consumed". At the same time, many in the Internet industry
highlighted the strong take up of Internet services, alongside increasing levels of digital
TV penetration in some markets.

The current relevance of experience in the United States was questioned, given the lower

levels of PC penetration and other cultural differences between Europe and the USA.
(This experience suggested that young- people were switching from TV to the PC and that
a shift from collective family viewing towardsihdividual viewing was taking place)

A number of commentators suggested that the relatively lower level of PC penetration in
Europe resulted from a range of different factors: cultural differences, higher prices for
both equipment and for using the telephone line and lower levels of computer literacy
and use. At the same time many commentators highlighted the positive impact of
telecommunications liberalisation in driving down telephone and equipment charges.
Consumer and user organisations drew attention to the need for specific initiatives to
educate citizens and consumers about PCs, the Internet and new technologies.

Question 2(0) In the light of the pasitians put farward in the Commissian Warking Dacument an
tha Fifth Framewark Pragramme, what kinds af Cammunity RTD prajects shauld be launched in
the cantext af canvergence? .

Relatively few co.mments specifically addressed the issue of research and development
priorities. The general focus of those that did so., however, suggested that the Fifth
Framework Programme should be aimed at creating attractive, easy to use services

ensuring adequate affordable bandwidth to the home and more generally concentrating on
the interoperability of fixed, mobile and broadcasting networks. The need to treat
projects with a degree of flexibility to allow them to adapt to changing priorities and
technologies was stressed, rather than viewing market developments as moving towards
one single solution.

In respect of specific suggestions, commentators from the audiovisual sector urged the
Commission to include technology projects supporting multilingualism and electronic
cinema distribution within those planned for the Fifth RTD Framework Programme. A
number of radio broadcasting organisations considered that it was necessary to look 
Digital Audio Broadcasting, to see how it could be developed to accommodate the needs
of local and community broadcasters (in terms of the cost of the underlying technologies
and/or of costs associated with simulcasting analogue and digital services) and to allow
local coverage alongside regional or national broadcasters. Some commentators also
drew attention to hybrid systems, which offer a broadcast downlink and an interactive
return path via the telecommunications network. Others identified A TM within the
Internet, MPEG4 (high levels of visual data manipulation) and MPEG7 (video labelling)
as priorities.

QlJjfsiIgN;~:' iPARRiERS TO

Questian 3: What is the likely impact af the barriers identified and are there ather barriers ar
factars which may have a significant impact an the canvergance process in Eurape?

There were fundamental differences of .approach in the comments concerning the actual
or potential barriers to the development of convergence. There was general agreement
that most of the issues raised in the Green Paper represented at least potential barriers



and, as can be seen below, were in many cases viewed as significant factors in decisions
regarding investment and business strategies.

On the other hand, a number of contributions, particularly from public service
broadcasters, the cinema industry and organisations concerned with intellectual property
rights whilst agreeing that many of the issues identified by the Commission were barriers,
objected to the description of a range of public interest objectives as barriers at aU. '
This, in their view, tended to assess public interest rules only in an economic context and
implicitly identified such rules as things which should be removed; such an approach
ignored the underlying public, social or political objectives which such rules guaranteed
and also ignored the role that regulation could play in creating a dynamic framework for
innovation.

In general terms, greatest attention focused on pricing, the availability of content, the
level of IPR protection, regulatory uncertainty about which rules apply to a particular
service, access issues (including access to set top boxes), the allocation and availability of
radio spectrum and the manner in which public interest objectives may be achieved.
Nevertheless, many of the other barriers, whilst not specifically highlighted in relation to
Question 3 , were implicitly acknowledged in the comments on the future way ahead
(Questions 4 and 5).

Given the close links between the barriers identified and the solutions proposed in the
contributions, these barriers and solutions are presented more fully in the response to
Question 5 below.

The availability of sufficient content

It was generally agreed that the potential benefits of converging technologies would not
be realised without a rich and diverse supply of content and informat~on. Particular
emphasis was placed on local content by television and radio broadcasters, with
broadcasters stressing their vital role in European audiovisual production. For many
commentators from the media sector, the production of quality content was a much more
significant factor than the regulatory situation with regard to the take off of new services.

Some public service broadcasters pointed to the spiralling costs of producing .and
acquiring quality, popular content, in particular feature films and major sporting events.
Channel proliferation through digitisation was helping to push up prices for such
programming and public service broadcasters sometimes found it difficult to match the
bids made by large and wealthy companies in the commercial sector. Public service
broadcasters also argued that commercial broadcasters tended to broadcast a higher
proportion of cheaper imported content, particularly in the start up phase of their
activities, and to invest less in original European productions.

There were a number of comments from Internet Service Providers and others expressing
concerns about the risk of audiovisual content rules being applied inappropriately to on-
line content. Many broadcasters indicated that transmission time quotas might become
increasingly difficult to apply in a multi-channel environment, suggesting instead that
regulatory attention should focus on stimulating investment in European production.



Other barriers

Two other barriers, which were not highlighted in the Green Paper but appeared in the
contributions, should be mentioned. The first of these was the need to overcome

technophobia , in particular, by developing easy interfaces and familiar or user friendly
equipment to access new multimedia services. Broadcasters stressed the role of the TV
in this context. Other comments highlighted the importance of receiving equipment for
the take-up of new services (see 6.2.4). 

Secondly, some commentators stressed the need to avoid new fiscal barriers in the form
of new taxes on information or services, favouring instead an approach which ensured
neutrality in tax treatment between on-line and off-line activities.

(fi~I~Q'11:T.~IM~..

Question 4(A): Do current developments require more or less regulation in the sectors affected by
convergence, more or less reliance on competition rules, and more or less reliance on market
forces to achieve the objectives identified in earlier Chapters?

A wide variety of views were expressed about the extent to which convergence would or
should impact on the approach to the regulation of telecommunications, IT and the media
both here and in response to Questions 5 (overcoming the barriers) and 7 (the future
shape of regulation). In essence the views revealed differences about:

. the underlying role of r~gulation in the sectors involved and, in particular, the balance
between competition rules and sector specific regulation

the extent to which the Internet and on-line services should be subject to detailef! (or
additional) regulation, and

1& the areas in which competition rules are particularly relevant.

To avoid repetition, comments on these issues are set out under Question 7(1) below.

Question 4(8) Whether and if so, to what extent convergence challenges the principles
underpinning existing regulatory approaches in the telecommunications, media and IT sectors?

1& Many commentators agreed with the Green Paper assertion that convergence does
not call into question the objectives that underpin sector specific rules
partic':llarly in the broadcasting sector, but may call for a review of the manner in
which these objectives are achieved. Contributions from business, the IT and
Internet industries, as well as from many telecommunications operators
highlighted the practical difficulties of applying and enforcing existing regulation
for on-line services.

It However, many of these commentators felt that the way in which objectives were
achieved and the weight of those rules shou.d take account of the way in which
new services and technologies empower the consumer and the citizen
enabling them to make more informed choices about the services and information
they receive. Some commentators took this further as calling into question the
need for continuing content related obligations, such as rules relating to diversity,
and pluralism, claiming that the market would meet these objectives. Others



considered that such obligations would become even more important in an on-line

environment.

. A number of commentators stressed that the nature of the Internet

implied a wide range of challenges. For example, it was difficult to
apply national standards to content delivered from outside that country
and the direct impact of the Internet (e.g. chat groups) made it closer to '

the spoken rather than the written word.

. Comments focused on the manner in which competition rules were
applied in the context of convergence There was widespread support
for their strict application.

- Some highlighted: the risk of vertically integrated players leveraging their
positions into emerging markets; the need for competition rules to be applied
against discriminatory behaviour by existing network .operators;and the risk
of unfair cross-subsidies of new service activities by large
telecommunications operators.

Others suggested that more attention should be given to the dynamic nature
of the market, and that current bottlenecks might rapidly be overcome by
technical solutions. Still others stressed the need for market analysis to take
full account of new possible distribution channels., Concerns were also

expressed about the need for regulatory policy to take account of the high
levels of investment required in rolling out digital networks or setting up
digital TV platforms (including developing a wide base of set-top boxes),

particularly in view of the uncertainty with regard to demand.

Finally, digitisation was widely recognised as raising a wide range of
challenges for the application of existing IPR principles , though different
views were expressed about the specific issues and .about the extent to which
solutions at an international level had already provided an adequate response to

these problems

Q~STION5: bvlfRCOMING THE BARRIERS'

. -

;G.ETTINGTHERIGH1'iREGULAT6
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!f~MEWORKFORBUSINESSANDFORCONSU~ERS
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Question 5(A): Are the definitions in the telecommunications, media and IT sectors in national
and/or Community legislation adapted to the convergence process?

Regulatory uncertainty

There was general agreement that all the sectors affected by convergence required a
dear and predictable regulatory framework to facilitate investment decisions. Many
commentators also stressed the need to ensure that the regulatory framework was, as far

as possible, technology neutral, which was not always the case today as systems tended
to be licensed on the basis of the platforms or technologies involved.

Many commentators, however, expressed concerns about the fact that certain services
now being delivered either would not fit clearly into the idea of a publication, a



telecommunications service or a broadcast, or would . lead to inconsistent regulatory

treatment of similar activities.

Some commentators argued that these services also challenged the underlying principles
behind regulation, such as applying more detailed rules where a service was provided to
the public than when it was private correspondence. Practical examples of difficulties
were cited such as whether advertising on the Internet should be treated in the same way
as advertising over a broadcast medium, and how interactive links (which represented a
one to one interaction) should be treated where they were integrated into. a digital
broadcast (offered to the public). Others argued that the distinction between public and
private communications was not affected by convergence and that regulation should
continue to closely reflect the nature of the service offered.

Another group of comments suggested that distinctions between different areas of
regulation should take account of whether an activity was scheduled or not as the
deciding factor for whether it was s~bject to broadcasting regulation.

A number of comments, from information service providers highlighted the uncertainty
about which rules would govern particular services or activities: this represented a real
risk which could push up the costs of doing business. Others suggested that digitisation
made it increasingly difficult to distinguish telecommunications providers from
broadcasters. Finally, many comments from business users, the IT sector, publishers and
Internet Service Providers stressed the need to avoid "heavy" broadcasting rules being
applied to Internet content, calling instead for "light regulation" of on-line content.

However many broadcasters and several Member States suggested that issues of
uncertainty only applied at the margins of current activities and neither called into
question the underlying and distinct regulatory objectives of different sectors, nor
required a wholesale adjustment of the regulatory framework. If there was a "blurring
of the distinction between different. sectors, commentators considered that this only
occurred at the "border zones . The centre of gravity and the nature of the main activities
remained unchanged. Where problems existed they should therefore be resolved on an ad
hoc basis. Furthermore, the fact that different services may be delivered via the same
pipe does not mean that their distinctive nature necessarily changes, or that they should
fall within the same definition.

Finally, at least one regulatory authority within a country with a federal structure stressed
that distinctions between telecommunications and broadcasting needed to be maintained
in order to reflect national prerogatives to organise the division of responsibilities
between different levels of the State.

Multiple regulatory bodies

With regard to the issue of companies having to deal with more than one regulatory body
within a Member State, different views were expressed as to whether or not this
represented a substantial barrier to business. This issue was, however, raised by
consumer organisations as highlighting how difficult it was for a consumer to identify
which regulator could help with a particular problem. One example cited was the
involvement of multiple regulatory bodies for a service which involved audiovisual
content or home shopping being offered over the Internet (i.e. via a telecommunications
connection) in one Member State, perhaps from a different Member State or from outside



the ED. This also pointed to the need in the views of both consumer organisationsand
the Internet industry for clearer rules relating to the chain of liability in a digital
environment.

Question 5(8): Will the convergence phenomenon require adaptation of existing approaches or
the adoption of new approaches to be applied to issues of market entry and licensing; access to

networks, customers (including conditional access systems), content; and pricing?

Limited routes to deliver services to customers

There was general recognition that for the foreseeable future there would continue
to be a limited number of routes to individual users, (namely, fixed telephone lines;
wireless, mobile .and/or satellite communications links; terrestrial broadcasting and/or
cable TV infrastructure). Consumers, in particular, were unlikely to have more than
perhaps one or two of those links in their home. This led .a number of new entrants in

the telecommunications market to call for open access requirements to be applied to local
loop infrastructure, and from some commentators, to cable television infrastructure in
generaL This should require local loop unbundling to be mandated as . a way of
stimulating effective service-based competition. Others called for the urgent licensing of
more cable infrastructure and of wireless local loop technologies.

There also seemed to be broad support fora continuing framework to guarantee
interconnection between public networks. Others from the cable sector suggested that
applying ONP-type rules to cable networks represents unnecessary regulation and would
risk favouring satellite systems.

range of comments from content producers and some broadcasters (including

community and local radio broadcasters) also focused on the need to ensure access to the
available distribution channels. In the view of many public service broadcasters, this
would require an extension of "must carry" rules to digital platforms to ensure that
certain programming was included within digital bouquets. Furthermore, the current
lack of capacity within the local loop network was seen by many as a particular
handicap for the short-term take up of the Internet. (This was notwithstanding the
prospect of cable modems and xDSL technologies in the next 12-24 months or of UMTS
offering mobile multimedia at the start of the next century). For broadcasters, these
limitations also highlighted the lack of suitability of the Internet as a vehicle for the
delivery of high quality audiovisual content.

Finally, even where there was limited competition with regard to infrastructure, the

access to one or more of those channels was likely to be controlled via a digital gateway
(e.g. a set-top box). This was the focus of particular concern. (See below).

For many commentators, questions relating to how services reached customers were
nevertheless seen as a matter for commercial agreement, either between the network
operators and service providers concerned or between the consumer and the service
provider. It was considered, by a number of commentators, that access to networks

should be evaluated according to competition rules. Others particularly from the
telecommunications sector, however, suggested that, in the absence of competition in
the local loop infrastructure, a combination of competition rules and of sector
specific regulation would be necessary to ensure fair and non-discriminatory access to
networks.



Restrictions preventing the use of a network for particular activities or obliging the use
of one particular network 

Whilst few commentators highlighted this issue, concerns were expressed that such
restrictions opposed the trend towards ~onverging platforms and that they
unnecessarily limited investment, innovation (in terms of combined service packages)
and consumer choice. Others a~~epted su~h restrictions might be needed on 11 '

temporary basis, where they were fo~used on promoting lo~alloop ~ompetition, or
on providing certain guarantees for consumers.

More generally comments were received from all sectors about the need to safeguard

against abuses of market power by vertically integrated companies. Such integration was
a trend which technological convergence was seen as accelerating. Particular concerns
were that existing network operators would attempt to exploit their strong position to
enter on-line service markets (Le. predatory pricing, price squeezing, price discrimination
or discriminatory access). In general, however, it was felt that competition rules
provided an adequate solution, rather than regulatory safeguards preventing vertical

integration between certain activities.

In addition, some commentators expressed concern that certain operators were cross-
subsidising different types of services provided over the same network.

Licensing

Relatively few commentators identified licensing or current licensing procedures as a
major barrier within the market today, although those with experience of
t~lecommunications markets stressed the need for independent licensing authorities and
the use of open and transparent procedures. On the other hand, a clear message from

industry, from IT players and from the publishing/press sector was that licensing
requirements should only exist in exceptional circumstances where absolutely necessary
to ensure clearly defined objectives or where linked to the allocation of scarce resources.

A number of commentators stressed the need for long licence periods given uncertain
returns on digital investments. 

Access systems, conditional access, EPGs, APls

There was general agreement that in a digital environment access to the customers and
networks would be key regulatory issues (for networks see above). There was an
inherent tension between the need to. recover investments - which tended towards the
introduction of proprietary access systems - and the need to ensure a degree of openness
in order to guarantee access by competitors to the network, and hence access to

consumers. Certain commentators considered that open access was needed not only 

respect of competition rules but also to ensure plurality and consumer choice.

This meant that particular attention was focused on the rules which might apply to set-top
boxes, as well the rules which might apply to related APls (application programming
interface) and to Electronic Programme Guides (EPGs). Many of the commentators
supported the principles underpinning Directive 95/47/EC, which provides for non-

discriminatory access by operators to digital television platforms and considered that
these principles should apply to access systems in general. Others felt that .access issues



could best be resolved in the context of the Treaty competition rules, perhaps building on
current concepts of "essential facilities

Additionally, a range of comments pointed to the broad nature of such gateways in
relation to all digital services (for example, interfaces on. Internet telephones, Digital
Audio Broadcasting services or for UMTS) and not just with regard to encrypted
broadcasting services. Therefore many commentators called for a consistent set of rules
to be applied to digital gateways, irrespective of the nature of the services to which they
gave access. High prices for telecommunications services or for multimedia equipment /
Impact of price regulation

There was wide recognition that on-line and other new services would only succeed if the
overall cost of using them was considered reasonable (i.e. service subscription,
communication charges and cost of equipment) by a significant part of the population.
Most concern focused on the current relatively high charges for local telephone calls .and
on the bundling of on-line access and special "Internet" telephone rates by incumbent
phone companies. A number of comments from business and from Internet Service
Providers. stressed the role that low cost telecommunications services had played in the
wider take up of the Internet in the USA. Others considered that the pricing policies of
the incumbent telecommunications operators restricted their ability to launch and develop
new trans-frontier services and might be considered anti-competitive. On the other hand,
many incumbent phone companies stressed ~oncems about the impact in the USA of flat
rate or free local calling on network congestion.

Other telecommunications operators ' and equipment manufacturers raised the issue of
digitisation and the shift towards packet switched data networks, where it would be
increasingly difficult for the carrier to identify the nature of the service (i.e. a phone call
a Web Page, a filrrt). This would make it much more difficult to price on the basis of the
service concerned and at the same time A TM-based switching would highlight the
difficulties of charging per minute for data traffic.

Broadcasters and consumer organisation also raised the issue of the cost of equipment
(both digital TVs and the cost of PCs) as being a major factor in the speed with which
new on-line services would be adopted in the home.

Another aspect raised in the comments particularly by new entrants to the
telecommunications market was the impact of price regulation on their ability to enter the
market. In their view, the requirement for cost-orientation for interconnection and certain
services offered by operators with significant market power was squeezing the margins
within which they might otherwise expect to compete on price. Prices should be better
set on the basis of commercial agreements alone. On the other hand, a number of
comments highlighted a continuing need for price regulation in certain areas, such as
network interconnection, until competition was fully effective.



Question 5(C) Will convergence require changes in the approaches to the award and pricing of
frequency spectrum, and in particular what approach should be taken, in the light of convergence
to the issue of completing the transition from analogue to digital services, including the need for a
timetable for analogue switch-off?

Allocation, availability and pricing of radio spectrum

There was general agreement on the increasing demand for radio-spectrum from new
digital services, and on ' the need for it to be used efficiently. Additionally, it was

essential to know which blocks of the frequency spectrum would be .
available and when.

Both mobile network operators and broadcasters considering starting digital services
stressed their need for early decisions on the allocation of additional 

spectrum in their

areas of activity. These decisions would link directly to investment in these activities.

In general, notwithstanding the efficiency gains flowing from the use of digital

communications, (and the analogue spectrum made available), most commentators

considered that spectrum would continue to be a scarce resource for the 
foreseeable

future. In particular, broadcasters pointed out that, for a lengthy period of tilJle

broadcasting would be simultaneously transmitted via digital and analogue frequencies,
thereby occupying additional spectrum.

In terms of barriers, a number of commentators highlighted concerns about the lack 

independence of regulatory authorities and of transparency in the manner in which

spectrum was allocated in the broadcasting area. They contrasted ,this with the detailed

requirements now created for licensing and for spectrum allocation within the

telecommunications area. Current pricing of spectrum (or differences in prices between

broadcasting and telecommunications usage) was not highlighted as a significant barrier.

Whilst there was agreement on the overall need for greater efficiency in 
spectrum use,

there ' were widespread concerns about the possible auctioning of spectrum. Some

commentators recognised that by placing a commercial value on spectrum, greater

efficiency might be promoted and that civil users of spectrum might be encouraged to

release some of their existing spectrum. Others pointed out the risk of discrimination

where later market entrants were required to pay a market value, whilst existing users had

paid much lower fees.

However, for a large majority of broadcasters, telecommunications operators and
equipment manufacturers , current mechanisms such as so-called "beauty contests" or

comparative bidding provided the most effective way of balancing the need to ensure

efficient use of the spectrum awarded and the need to avoid excessive charges for the
players involved, as ultimately those charges would be passed on to the consumer. (Such
high charges were felt to often be motivated by national budgetary constderations rather
than by the concern of spectrum efficiency). At the same time , a number of broadcasters

including those representing community and local radio, made the point that where

higher values were attached to spectrum, provision should be made to ensure that certain

public service broadcasters could still obtain spectrum at an affordable price.

Comments on analogue switch off

The issue of whether dates should be set or co-ordinated at a European level for the

switching off of analogue broadcast services attracted considerable comment from

broadcasters , equipment manufacturers, consumer groups and Member States. Opinion



was split between those who saw any transition from analogue to digital
broadcasting as being market led, and not requiring Government or ED level
intervention, and those who considered that a deadline set at a national level would
be a useful stimulus to the development of digital broadcasting in the ED.

Many of the co~mentators saw the EU role as one of co-ordination of switch off dates
rather than setting a single date for all Member States. However, a number of Member

States favoured a more cautious approach, and alongside consumer groups, suggested
that it would be essential not to require analogue turn off before there was widespread
take up of digital TV. The radio community also suggested that radio would be likely to
continue to need to be simulcast for the foreseeable future because' of the very large
installed base of analogue radios.

Whilst there were fewer comments on this issue from the telecommunications side, a
number of mobile operators and equipment manufacturer s saw some merit in dates being
set for shutting down analogue mobile communications systems in order to free spectrum 
for further digital communications. Others suggested that Governments had a key role to
play in ensuring that they rapidly switched all their services from analogue to digital
systems.

- Question 5(0) What should be the objectives of standardisation in the light of convergence and
what should be the relationship between regional and international standardisation?

There was widespread agreement that standardisation .should be voluntary, industry-led
and market driven. It should also continue to be based on open procedures, though some
comments suggested a need for greater representation of consumer, user and local
Community needs. On the other hand, some comments from the telecommunications
side, from industry and from consumers stressed the need to ensure inter-operability
which might require a minimum level of mandatory standardisation.

Particular attention focused on the need for interoperability not only at a regional, but
also at a global level. However different views were expressed on whether achieving
global standards could best be achieved via existing regional standards bodies, such as
ETSI within Europe, or whether more ad hoc solutions focused from the start on global
outcomes were the best route forward. The example of DVD (digital versatile disk)
standardisation was cited as a good example of the latter.

Question SeE) What additional action (if any) is required to ensure that the interests of
consumers and of users with disabilities are respected in the light of convergence?

Consumer protection, security of electronic transactions and data protection and privacy

The need for greater safeguards to ensure that consumer interests are protected was
highlighted by many commentators, as well as the need to ensure consumer confidence
through clear rules on digital signatures, on liability for e-commerce and other on- line
services, on data protection and privacy and on the availability of effective encryption.
In this context, the Commission s E-Commerce Communication .and proposal for a
Directive on digital signatures was widely supported, as was Directive 98/297/2/EC,
since they were seen as helping to create the necessary degree of consumer confidence in
new activities. Certain Internet Service Providers mentioned the provisions with regard



to the transfer of personal data outside the ED as a possible problem, if it led to less
efficient data processing.

Other consumer concerns specifically raised included the ne~d for effective dispute
resolution, preferably offered by a single point of contact (at least within a Member

State); the need to involve consumers in standards and quality of service targets; and the
need to allow users a choice of services (i.e. avoid the bundling of services which the

user does not want with services that he or she does want).

A range of comments, however, downplayed the need for extensive additional consumer-
focused legislation, suggesting that it would be in industry s interest to ensure a high
degree of consumer confidence in the products and services offered. Comments from the
press and other off-line media felt that it was more important for consumers to avoid
over-regulation of new media, so that the' focus should be ensuring that existing

horizontal rules promoting the consumer interest apply to on-line or on-screen activities.

Question 6(A) Does the convergence phenomenon support or challenge the way in which public
interest objectives are achieved in the telecommunications, media and IT sectors?

The achievement of public interest objectives

The issue of regulation and public interest objectives attracted a considerable degree of

comment. For many of those commenting, including academics and Member States , as

well as broadcast~rs , such obligations represent a strength rather than a barrier
within society, particularly in the context of rules relating to audiovisual content or
plurality, given the specific role of television, radio and film in a democratic society.

The consultation confirmed general recognition of a continuing role for public
service broadcasting. This led many public broadcasters to state that the public service
mission conferred on them would continue to require both specific funding mechanisms

as well as other regulatory measures to enable them to meet their obligations.
Commercial operators and potential competitors expressed concerns about the potential
distortion of the market place resulting from the benefits enjoyed by public sector
broadcasters and called for greater transparency to ensure that their commercial activities
were not being unfairly cross-subsidised.

There was also recognition that convergence offered new ways of meeting public interest
objectives (both directly and indirectly, as a result of the lower cost and greater

flexibility). This might require a review of regulatory tools, but did not challenge the
fundamental policy objectives underpinning such regulation.

Many broadcasters, both pllblic and private, highlighted their ability to complement

traditional public service broadcasting with on-line information and inter-active services
whilst comments from the Internet industry, from telecommunications operators and
from Member States all stressed the significance of the Internet as a means of providing
individual and community access to a wide-range of information, services, entertainment
and educational material.



Different consequences were drawn from these positions. Many public broadcasters

stressed the importance of allowing them to make full use of the Internet and new digital
technologies to increase their outlets and to enable the publi~ service mission of

broadcasters to evolve in a - digital environment. Commercial broadcasters and the

Internet industry expressed concern over such an approach, if such activities were

subsidised out of revenue originally earmarked for public service broadcasting or if it 

unfairly distorted the market for advertising.

Other comments from academics and from consumer organisations felt that one

regulatory response should be a redefmition of both the public service mission in

broadcasting and of universal service for telecommunications to include new

technologies and services. One example would be the inclusion of access to e-mail and

an e-mail address as part of the universal service obligation in telecommunications.
However, many new entrants in the telecommunications sector were strongly opposed to
any such extension of universal service obligations.

A range of commentators agreed with the importance attached to the Green Paper to the
wider group of general public interest objectives which were not specifically focused on
broadcasting activities. There was support for the need to guarantee a minimum level of

data protection and privacy; ensuring effective encryption and a framework for digital
signatures, as well as continuing efforts related to the protection of minors and the

control of harmful and illegal content.

IP R protection

Many contributions highlighted the impact of IPR protection. Most felt that regulation in
this area was not a barrier but a pre-requisite for rights-holders to participate in an on-line

environment. Some felt that inadequate protection rights holders in a digital envjronment
was inhibiting the development of e-commerce and the distribution of information and
audiovisual content. Others highlighted current protection as acting as a brake on

developments and leading to a partitioning of European markets along national lines,

defined by the intellectual and industrial property rights concerned.

Question 6(8) Should such objectives be more clearly identified and. where they translate into
particular obligations , should a wider group of actors be able to take on such obligations?

The need to identify obligations more clearly

A number of comments from broadcasters, consumer and user groups and academics

questioned the role of the Community in relation to any aspect of public service
obligations in the broadcasting area. The Protocol to the Amsterdam Treaty on the

. System of Public Broadcasting was in their view of fundamental importance in this

context as it recognised the role of public service broadcasting within a 
democratic

society .and clearly identified the definition of such obligations and the mechanisms for
their financing as a Member State responsibility; further definition of such obligations
was not therefore required.

Other commentators, however, considered that, following Amsterdam; Member States

should now define their public service mission more clearly and ensure transparent

arrangements in respect of commercial activities undertaken by public service

broadcasters. A number of comments from IT, business and telecommunications

highlighted a general need for greater financial transparency with regard to the public



service mission. This was seen as a pre-requisite for public service broadcasters to take

advantage of digital platforms and enter areas, such as the Internet, where they would be

operating in the same environment as Internet Service Providers and telecommunications
operators

Who should fulfil public serviCe obligations?

Public service broadcasters argued that they must take full advantage of new

technologies, such as the Internet and digital broadcasting, in order to fulfil their mission
in the new digital environment. Most broadcasters supported a mixed system of public

service and commercial broadcasting. Public service broadcasters and many Member

States considered that commercial broadcasters would not be able to fulfil adequately a
public service mission, given the inevitable tensions between those obligations and their
overall commercial objective. However, a number of comments, including those from

coIiunercial broadcasters, indicated their willingness to accept public service obligations
or po~nted to the manner in which they currently fulfilled certain publlc service

broadcasting obligations, notwithstanding their more general commercial activities.

Some commentators suggested that the possibilities offered by new technologies
including easier access to a wider range of information and the manner in which the user
made choices concerning the content and information being accessed rather than
passively consuming it, meant that it might no longer be necessary to place particular

rules regarding pluralism on any individual operator.

Question 7(A) Do current developments require a reassessment of the way in which rules are
applied to the telecommunications , broadcasting and IT sectors?

Comments on future approaches to regulation in the telecommunications, media and IT

sectors

wide range of comments was received about . future regulatory approaches and

priorities within the sectors concerned. A number of trends within these comments can be
identified:

IB There was general agreement that future regulation should be
technology and platform-neutral, and that existing rules would need
to be adjusted where this was not the case. At the same time different
views were expressed about the appropriate basis for applying rules to
particular services or activities in the future.

" Many comments from the publishing, IT and software sectors and

many telecommunications operators suggested that regulation in the

new environment should be principally competition-based. Some of

them also went further to suggest that there should be no assumption
that all services should be regulated. The publishing sector argued
strongly that on-line publishing services should be regulated

exclusively on the same basis as newspapers, magazines and books.



.. Business and IT comments also rejected any additional regulation of
the IT sector.

.. Additionally, these contributors tended to argue that the Internet did not require
additional regulation, but simply clarification in certain situations of how
current .rules applied to it.

.. In many cases, the problems in respect of regulating on-line activities would
be those of enforcement, where industry-led solutions would be important
(e.g. self-regulation, hard-ware or soft-ware based solutions, combined with Code
of Practice , telephone hot lines, etc). Rather than relying solely on market forces
and competition law, some telecommunications operators, most Member States
consumer groups and ' broadcasters saw a continuing role which balanced
competition rules with sector specific regulation designed to foster competition
deliver social and consumer goals and to regulate certain aspects of content
provision. Other commentators suggested that detailed sector specific regulation
should be limited, for example, to the network level of the market or to issues
which involved access to scarce resources, such as radio spectrum.

CD Many of the telecommunications operators, nevertheless, saw most
sector specific regulation as a transitional device to help develop an
effective communications market, giving way over time to increasing
reliance on competition rules. They called for existing sector specific
rules to be rolled back as part of the 1999 Telecommunications Review.
This approach contrasted with the views of many in the broadcasting
and media sectors and most Member States who saw public
interest regulation as a positive and permanent element within the
regulatory landscape, the objectives of which could not be met by
competition rules

CD Most broadcasters and Member States continued to see a range of
issues which would require a sector specific regulatory response in the
audiovisual sector ' such as pluralism, diversity, promotion of culture
protection of minors , etc.

'" A range of comments focused on competition issues raised by
convergence. There was widespread support f9r a strict application of
the competition rules in this area.

Several commentators focused on the need for competition rules to be applied
against discriminatory behaviour by existing network operators, with
concerns focusing on the risk of discrimination, unfaircross-subsidisation

bundling of access and services, as well as the overall approach to the charges
paid by Internet Service Providers for interconnection and other
telecommunications services. Additionally, some commercial broadcasters and
telecommunications operators expressed concerns about the lack of transparency
with regard to the commercial activities of publicly funded broadcasters.
Broadcasters in general expressed concerns about the risk of unfair subsidies by
much larger telecommunications operators who might enter into the new service
and media areas.



- Many network operators stressed the need for competition law to be applied in
a way which took account of the very large investments needed to roll out
digital communications networks and digital TV platforms, as well as the
considerable uncertainty surrounding the demand for these services.

Comments on issue of vertical or horizontal regulatory models

There was a large measure of agreement from all market actors , users and from several of

the Member States on the need to ensure a consistent approach to the way in which

networks and transmission services were treated.

This led many of those commenting to support a move .away from current vertical
regulatory approaches, (which licensed networks and service on the basis of traditional
market segments) toa more horizontal approach, applying the same rules to networks

access issues and transmission services. This was felt by many broadcasters to reflect the
reality of digital technologies, whilst allowing rules governing content provision and
certain general public interest objectives to continue to reflect the specific nature of the

services concerned.

A number of commentators highlighted the need to draw a distinction between the rules
applying to content provision and the rules applying to the "container . However, a

number of comments from the Internet industry and from some telecommunications

operators, also highlighted the difficulties in practice of distinguishing where the
borderline should be drawn between networks and service activities. A particular

concern was that any distinction drawn for regulatory purposes should not mean
businesses should automatically be split along similar lines , as that could undermine

many of benefits offered by convergence.

A key issue was where dividing lines might be drawn with regard to content services in

order to determine which rules would apply to which types of content or information. A
number of commentators suggested that any approach had to recognise the extent to
which material was controlled or requested by the consumer, e.g. whether the
programme, service or content was scheduled or delivered on demand, whether it was

paid for separately, part of a bundled offer or "free

One public service broadcaster suggested that content regulation should apply to all

content services, but must be graduated depending on (1) the availability and
publicness" (i.e. pervasiveness) of the content; (2) the degree of user control and (3) the
degree of choice exercised by the user in accessing the service. The practical

consequence of this might, in its view, be that traditional regulation would tend to apply

to television or radio content using the Internet simply as an alternative delivery channel
but would be unlikely to apply to many other Internet activities.

Finally, this refocusing in regulatory approaches along horizontal lines was seen by many
commentators as a fundamental objective, irrespective of the positions subsequently

taken in relation to the options for change set out in the Green Paper. .



Question 7(8) Does the existence of different regulatory authorities or ministries responsible for

different aspects of telecommunications, media and IT activities offer a workable structure for
regulatory supervision in the light of convergence?

Few commentators addressed the issue of whether multiple and overlapping regulatory

bodies should be consolidated as part of the process of developing a more horizontal

approach to regulation. Nevertheless, many broadcasters and Member States opposed a .

single regulator for broadcasting. Comments from the IT and software industries also

tended to be cautious about moves towards consolidating regulators because of the risk of
that leading to greater regulation of on-line services than is presently the case. In their

view emphasis should be placed on reducing current overlapping responsibilities, and

increased co-ordination between the bodies concerned.

Convergence did not appear to strengthen calls for some form of regulatory authority at a
European level, though a number of comments highlighted the co-ordination role which

the Commission might play in bringing together regulators from the different

sectors and from different Member States. However, a f~w comments from the

telecommunications sector suggested that a European regulatory authority responsible for
infrastructure and network issues, might be consistent with convergence, whilst others

suggested that the degree of discretion given to the Member States within existing

directives was undermining the Internal Market and strengthened the case for some kind
of European level body. Consumer organisations renewed their call for a move towards a

European regulatory authority for communications in order to offer consumers a single
point of contact and redress in the case of trans-national problems.

There was widespread agreement, on the need for regulatory bodies to be independent
adequately resourced and offer rapid dispute resolution, whatever the shape of the

regulator.

Question 7(C) Will convergence require a reassessment of regulatory responsibilities at a

national , Community or international level , and , if so which areas?

Generally, most commentators did not identify particular problems in respect of the

current balance of regulatory responsibilities between national, ED and international

levels in the different sectors affected by convergence. Most commentators believed that
day to day regulation should remain a Member State responsibility, given the need to

ensure rules adapted to specific national situations.

Comments from regulators and broadcasters , particularly from Germany and Belgium

reflected the specific balance of responsibilities between the Federal and regional levels
and believed that those were in keeping with the specific characteristics of broadcasting
serVices.

QUESTION 8:1'IIE 11'h'ERNATIONALASPECTS OFC()NVERGENCE

Question 8(A) Is further action required at an international level in light of convergence?

There was general agreement on the need to ensure a better understanding of the

regulatory and other issues arising from the convergence phenomenon at an international
level. The proposal for a Global International Charter was welcomed by many in this
context, providing that it involved widespread industry participation. This was essential
not only because the global , decentralised nature of data networks created significant



challenges in enforcing national standards and regulations, but also to promote a wider
understanding of particular political priorities arising at a European level.

At the same time consumer representatives highlighted the need to 
avoid a levelling

down of current regional standards of protection. They also stressed the need for a clear
framework for jurisdiction in relation to on-line services provided from outside the EU.



Question 8(8) What additional steps (if any) are required to encourage other countries
particularly, in Central and Eastern Europe, to create conditions within which current
developments can be exploited?

Commentators mainly confined themselves to highlighting the opportunities which
converging technologies and modern communications networks could play in integrating
Central and Eastern European economies into the European Union and in both preserving'
and disseminating the rich national cultures of the countries.

:Q,!t~Ii~j'fl&~iiBmi1~:i~!11~~t1'Gmlm.ii~ X~B~lirtjKcm.~JI
Question9(A) What effect will convergence have on the principles for future regulation applied in
the telecommunications, media and IT sectors , and should those principles be adapted in the light
of convergence?

The principles put forward in the Green Paper as underpinning future regulatory
approaches were widely endorsed in the comments received. At the same time , a number
of commentators expressed concerns that the principles failed to acknowledge the
positive role played by regulation in many cases.

Consumer groups, as well as certain Member States and regulators stressed the need to
place the consumer at the centre of any future approach.

A number of comments, in particular from the publishing and IT sectors, considered that
these principles should be complemented by the need to recognise that competition
law, rather than sector specific regulation should playa greater role in . the new
environment. They also felt that it was important to focus on workable and timely
solutions to problems, which would often lead to industry-led initiatives rather than
formal regulation.

The publishing sector argued for a principle of equivalence to be recognised, which
would equate all Internet and on-line media with the printed media, so that regulation
would be achieved via horizontal legislation applying to all sectors and underpinned by
constitutional freedoms such as freedom of expression.

Question 9(8): If convergence requires adaptation of existing regulatory approaches

, .

should that

adaptation: (I) seek to build on , and if appropriate, extend existing frameworks , rather than create
new ones; (ii) create a new framework for many on-line and interactive services, to co-exist with
the those currently applied to traditional telecommunications and broadcasting activities , or (iii)
seek to create a comprehensive framework applying similar regulatory approaches to all three
sectors.

Comments on the options for change

Inevitably, the options presented for discussion in the Green Paper attracted considerable
attention. The majority of those commenting, including most Member States favoured an
approach which would build on existing regulatory frameworks. For most of those
commenting, particularly broadcasters , this equated to Option 1.

This was felt to offer the highest degree of certainty for investment, whilst maintaining
continuing public interest safeguards in relation to the distinctive characteristics of each
sector involved. Some claimed that it might also limit a tendency to add rules to areas
currently not subject to regulation.



At the same time, a number of comments highlighted the possible evolution from an
approach building on the existing framework in the short term to a more far-reaching

approach , in particular for networks and infrastructure, in the medium to long-term.

Many of those suggesting that a distinction should be drawn between networks and

content provision or between "content" and "the container , also indicated that networks

should be governed by a single set of technology neutral rules, whilst content provision

could continue to be subject to existing frameworks which were closely related to the

specific characteristics of the services concerned. (i.e. a .combination of Options 1 for

content provision and Option 3 for networks and infraStructure).

Option 2 received only limited support, drawn in part from some broadcasters and

from many comments from Germany, where this Option was equated with the current
national framework. On the other hand, many commentators expressed concerns about
the creation of additional layers of regulation or additional boundaries, where grey areas

between, for example, new services and traditional telecommunications services might
arise.

Additionally, many from the IT and publishing worlds questioned the need for any

regulation of most on-line services. This also led them to reject Option 1 and Option 2

as risking an extension of detailed rules applied in telecommunications and broadcasting
to a wide range of new services and activities, or introducing a new layer of supervision
where none existed today.

An approach which attempted to create a consistent set of rules underpinning all .
aspects of reguladon of the sectors concerned was supported by many in the
telecommunications and IT sectors. Such an approach was seen as doing more than

simply extending the existing rules. It would also involve a fundamental re-examination

of whether traditional approaches remained valid in the longer-term, and workable in an

on-line environment. This equated with Option 3 in the Green Paper.

Nevertheless, most comments felt that stIch a fundamental review was unnecessary

and would actually destabilise current frameworks. These were felt to be working

reasonably well despite the challenges posed by the Internet and other services.

Additionally, certain commentators considered that such an approach would be
inconsistent with the principle of subsidiarity.

Even those supporting an Option 3 approach generally viewed this as a gradual process

of change, rather than an urgent rewriting of the rules In question. For others

Option 3 might be a viable long term goal for certain aspects of regulation; but only once
the full transition to digital broadcasting had by completed, so that digital platforms

served all the sectors involved in the convergence process.

Comments on the timetable for future action

Given the views expressed on the Options above, there was a general view that any
adjustment of the regulatory framework should be a gradual process. This reflected the
widely held view that premature attempts to regulate for a converged environment would
be counterproductive and risked holding back rather than fostering the developments

underway. For these commentators , the uncertainty as to how technology and demand



would develop made it extremely difficult to identify the right regulatory response on
many issues at this stage.

Additionally, comments from both the telecommunications and broadcasting sectors
pointed to the fact that their respective regulatory frameworks at Community level

had only recently been put in place 
(telecommunications) or revised (broadcasting). :

These sectors, supported by a number of Member State authorities, therefore stressed the

need for .a period of stability and legal security in these sectors, particularly

telecommunications, in order to allow the framework put in place to take effect.

Many of those commenting suggested a realistic aim would be to ensure that regulatory
change on the telecommunications side to take account of convergence should resUlt

from the forthcoming review of the telecommunications 
framework at the end of 1999.

This would then lead to legislative changes which would perhaps come into effect in
2002/3. Certain broadcasters also pointed to the review requirement for the tv Without

Frontiers Directive set for 2001 , and consider this to be a realistic target.
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ANNEX 2: LIST OF CONTRIBUTORS TO THE GREEN PAPER
CONSULTATION

Numbers and types of organisation responding to the consultation

In total 274 parties responded to the consultation in contributions with over 3000 pages
of comments. Of the parties responding, their distribution by sector/type was:

Telecommunications operators

Broadcasters

Equipment Manufacturers

Governments and regulators

General industry associations 35%15%

11% Trade Unions

Individuals 17%

12%

Table 1 shows the number of respondents by category of organisation.

Distribution of commentators by country of origin

AUSTRIA
BELGIUM
CANADA
CZECH REP.
DENMARK
FINLAND
FRANCE
GERMANY
GREECE
IRELAND
ITALY

65%

0,4%
0,4%

4%'

75%

LUXEMBOURG
NETHERLANDS
NORWAY
PORTUGAL
SP AIN
S\VEDEN
S WTTZERLAND

USA
INTERN ATI ON ALIHU

0,4%

75%

24,4%
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