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1. The digital ecosystem
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1.1. Introduction
Citizens' media diet is composed of an increasing number of digital services,
which cater for communication, information and entertainment needs, offered by
telecommunications and postal-service operators and by radio and television
companies and the publishing sector. Personal communications, in oral and written
form, occur via telephony voice and video-call services or text services such as
SMS, instant messaging and e-mail, as well as more traditional correspondence
services. Mass communications can be divided into radio-television media
services, and the press, together with electronic and audiovisual publishing
services on the Internet, an area which includes linear and nonlinear media,
variously composed of IPTV, web-TV and Internet TV services, as well as the overthe-top TV (OTT-TV) and online video providers. Cutting across the historic
dichotomy of personal versus mass communications, are the social-networking
services, interactive games, blogs, and transmissions over the cloud. All these
services are regularly used by consumers and the media diet therefore does not
refer only to the composition of the basket of communication services that users
take avail of but also regards citizens' lifestyles and habits, which in recent years
appear to have been undergoing ongoing, and radical change.
From the analysis of average consumption in Italy in 2012, the central role
of audiovisual content is confirmed, which absorb about two hours of every
Italian's day, i.e. 42% of the total 274 minutes dedicated to communication
(Figure 1.1). However, it must be noted that the traditional unit for measuring
time (minutes) has limitations when applied to the digital-communications
ecosystem: in fact, television viewing is increasingly accompanied by
consumption, simultaneously, of other media services (multitasking) and the
progressive importance of the Internet means that bits are favoured as a unit to
measure information and knowledge. In this sense, about 36GB per person are
consumed. In addition to electronic publishing consumption (with about 5
thousand e-books bought every day in Italy), the average user's basket also
contains inter-personal communications, both verbal, with 10 minutes of phone
calls, and written, with 30 short and instant messages and 21 letters, in either
hard-copy or electronic format. Lastly, online social communications occupy an
average of over 20 minutes a day.
Figure 1.1. Daily consumption per person in Italy in 2012

Source: processed by the Authority using Istat, OECD and operators' data
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The media diet

and the habits of
Italians.

The
transformations
in progress:

- all-digital

- offline vs online

- social
networking.

The next
developments:
substitution
processes

Underlying the changes currently occurring in the social and economic
fabric which forms the backdrop for the communications and information
industry, there are three processes triggered by technological innovations namely digitalisation of signals and of transmission media, the progressively
increasing popularity of the networks and the services based on Internet
protocol, and the spread of social networking platforms – the scope of which, on
closer examination, can be seen to differ in diachronic terms (Figure 1.2).
The sources and the origins of the electronic services available and used by
citizens are composed of physical and logical networks which make intensive use it has become a fact - of digital transmission techniques. Above all, they are
electronic communication networks which transmit inter-personal communication
signals and media services: the traditional metallic networks in copper, the new
networks using fibre optics, and the mobile broadband networks, as well as the
radio and television broadcasting networks, only referring to the main electronic
networks using digital systems. In the same way, the use of digital resources has
become widespread on the application platforms and in the customer
management systems used as an intermediate asset on the part of the TLC
operators, the postal-service providers and the media companies engaged in the
production of services destined for the final users. Digital technology, in its process
of expansion, thus tends to fill all the communication channels.
Within the digitalisation process of the networks and electronic
communication services – which, as mentioned, is in an advanced phase – a
central question, today and in the near future, is the relationship between the
offline and the online universes. Communications services, radio and television
media and the press originate offline, provided via broadcasting-network and
wireline and wireless infrastructure. These services are now available side by
side with the online services, which by virtue of the versatility of the Internet
protocol, at times take on the form of traditional voice, video and text services,
while at others representing new native digital products, both communication
and non-communication. In the near future, the terms "online and offline" will
feature together in the development of the digital ecosystem and of the
economic system as a whole.
The phenomenon of the spread of social networking platforms, which
incorporate a growing portion of Internet applications and services, although
already producing effects, seems destined to have a strong influence, in the
medium term, on users' consumption habits and on the operators' strategies.
For that matter, such platforms have two basic tendencies that are typical of the
Internet ecosystem: the renewed central role of content and the simultaneous
synergy of practices of social exploitation of the digital communications with
network access methods increasingly more oriented towards the prevalence of
mobile and always-on solutions. The pervasive nature of social networking
practices seems suitable, in the long term, to blur the boundary between
personal and mass communications.
The direction which the path of the evolution of the digital ecosystem will
follow is at present open to various developments. The substitution phenomena
are observed in the voice and text communications field, in VoIP and instant
messaging services provided by the TLC operators (service managed) and by
the over-the-top (unmanaged) channels, as well as in the world of the media,
between linear services which are the traditional prerogative of broadcasters,
and the nonlinear services which form the target of the Internet giants. The
electronic mail and social network services represent, in some cases, alternative
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solutions to traditional telephone calls and postal communications.
Figure 1.2. The communications sector

Source: The Authority

However, integration processes are apparent in the digital ecosystem. For
some time the complementary relationship between e-commerce and the
handling of letters and packages by the postal network has been noted. In the
field of the media, new consumption practices are being confirmed linked to the
availability of new usage devices, such as tablets and smartphones, and the
spread of social networking applications like Facebook and Twitter, which allow
users to instantly comment online, in real time, on what they learn from the
information programmes transmitted on the offline networks (social TV). The
same instruments also allow for the spread of new habits consisting of the
simultaneous viewing of several elements of content, potentially related to each
other, by means of several screens (second screen experience).
Furthermore, the digital world, online and offline, places increasing
pressure on the traditional products circulated in hardcopy format: the
consumption of the printed word, magazines and books, as well as the exchange
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and integration.

of letters and packages, is decreasing. One can consider, for example, the epublishing phenomenon, from e-books to digital editions of newspapers and
magazines which tend to become mass-consumption products, with the erosion
of market space for those in hardcopy format: in 2011 readers of electronic
books numbered 1 million two hundred thousand, i.e. five hundred thousand
more people than the preceding year (Italian Publishers' Association, June
2012); the portion of the Italian population which regularly reads online daily
newspapers reached 20.2% in 2012, a proportion which increases to 33% with
the inclusion of informative website readers (Censis, 46th Report on the Social
Situation of the Country, December 2012). Overall, about one third of Italians
use electronically published services: a figure which has increased constantly in
recent years. Simultaneously, there is a constant decrease in readers of printed
materials, as regards both magazines and newspapers (with a reduction of 2.3%
in the segment of daily publications and 1% in weekly publications) and books
(in 2012, 6.5% less than in 2011).
It appears premature, at present, to predict what path the development of
the digital ecosystem will actually take. Apart from anything else, in
consideration of the size and complexity of the processes now in place, the
forces which are pushing towards forms of integration between offline and
online, and the pressures in the opposite direction, i.e. towards forms of
substitution, make it probable that in the near future we will see the joint
presence of both usage systems.
Other change
factors:

- the
demographic
structure

and the social
structure;

- commercial
strategies

The factors which drive towards change and which distinguish the
relationship between offline and online derive, in any case, not only from the
technological transformations now in progress, but also from the spread of new
types of social behaviour and of commercial strategies implemented by
companies.
From the social profile, the demographic structure has a determining
influence on the dynamics of change in consumption habits. The communications
sector is a two-sided coin: on one side, the digital natives, and on the other the
digital immigrants, according to the taxonomy proposed by Marc Prensky (Digital
natives, digital immigrants, 2001). The population born in the Internet era has a
marked aptitude to consume everything which is online and, in the most
extreme cases, has difficulty in perceiving offline as a useful way of satisfying
their communication needs. In Italy more than one out of every two people
(56.6%) in the 14 to 29 year old age bracket uses online video-sharing websites
(for example YouTube) as a channel for access to audiovisual products (Censis,
2012), compared to an estimated one out of four for the other age brackets of
the population. People who have grown up before the advent of the Internet,
however, seem to favour a complementary use of the two means, although one
cannot ignore the presence, within the digital immigrants, of digital reluctants,
i.e. those who appear suspicious of or resistant to the use of the Internet.
In any case, the age factor represents one of the variables which explain
the degree of use of online communications services in terms of users'
consumption habits, to which social factors can also be added. For example, the
Internet & American Life Project survey of the Pew Research Center has found that
the most common types of applications for mobile network users (news, sports,
weather forecasts) are more widely used by Americans with a university education
and with a high income (above 75 thousand dollars). The social-demographic
distribution therefore contributes, to a statistically significant extent, to the nature
of the relationship between online and offline.
Companies' sales strategies, which are in continuous evolution, push
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towards change. The incomes of the audiovisual media services have shown a
prevalence, in the last two years, of the paid component, the predominance of
which is being consolidated over time and squeezing the growth margins of
revenues from advertising. This tendency - observed at world and European
level - could be under discussion in the near future. The constant expansion of
revenues generated by subscriptions has been dictated, among other things, by
the expansion of the publishing component which, in the digital media economy,
is modulated around certain more popular products and a plethora of customised
and niche content (long tail). These are quality products which require
significant investments (relative to the potential audience) and the structure of
their production costs features a preponderance of fixed costs, such as to
represent barriers of an economic nature to the entry onto the market and
incentives for the spread of business models based on paid products/services
(pay TV, pay per view, etc.). On the other hand, there has been a reduction of
the technical barriers to entry, as in the case of the more efficient use of the
electromagnetic spectrum. Overcoming these barriers on the integrated Internet
and audiovisual media markets (and in particular the various connected TV
forms), as well as the affirmation of new systems for advertising revenues, could
represent, in the near future, a platform for re-launching the advertising sector
in the audiovisual compartment and sustaining an acceleration in the growth
rates of advertising revenues, to the detriment of Pay TV. In this regard, several
surveys in the sector identify a reduction, in the near future, of revenues from
subscriptions essentially due to the competitive pressure exercised by the
various forms of connected TV proposed by the over-the-top providers; this is a
phenomenon which should concern the more mature markets first, in the
advanced countries, and which is at present only marginally reflected in the
economic results achieved by the main players of the media sector (Screen
Digest, 2013).
More generally, there is an evolution of advertising proposals based on and the evolution
the joint offer of several services for the payment of a single price. In particular, of joint offers;
the joint offer of services issued on the different communication networks
(cross-selling) - such as, for example, the sale of television services provided
via satellite together with the TLC services or, in the publishing sector, the sale
of subscriptions which allow for the downloading of the editorial product online
and for receiving the printed copy - seem destined to accelerate their growth in
the near future. What could become increasingly more frequent is the joint sale
of network services (access to the Internet and connection services) together
with content. It seems, in fact, that the more recent market trends are causing
doubt regarding the paradigm of services and content on the Internet free of
charge. In the instant messaging services sector, for example, this year the
popular application WhatsApp has introduced an annual subscription fee. With
regard to audiovisual content, the offer of paid entertainment services is also
beginning to take foot in Italy: several commercial offers are now available
online which give access to videos and music with the payment of a monthly
subscription fee (e.g. Spotify, Apple, XBox, Sony Entertainment Network, Sky on
demand, Chili TV). The most popular online services and content are often
proposed by international groups which operate on a world scale, and which
therefore favour processes of internationalisation.
In this context, the ground is being prepared for concentration processes - merger and
in the form of both company branch takeovers and mergers, and commercial acquisition
agreements. The concentration operations lead toward convergence between processes
the markets, but they may also involve companies of the same compartments:
telecommunications, radio-television and publishing, postal services, which
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operate offline and online. The acquisition of mobile telephone networks in
Austria completed at the end of 2012, of the international group Orange on the
part of H3G, already active in the country under the 3 brand, follows this trend.
The same direction is also being followed in the case of the transition, valued at
around 17 billion Euro, between the second biggest Pay TV operator of the
United Kingdom, Virgin Media, and the largest wireline operator of Europe,
Liberty Global, concluded in April 2013. At the same time, in the publishing field,
the European Commission has authorised the constitution of the Penguin
Random House, which unites the publishing branch of Bertelsmann, a German
media company, and Pearson, a historic British publishing company which
publishes, among other things, the Financial Times. This, lastly, is the case of
the joint venture, the constitution of which was authorised by the European
Commission last June 2012, between the two incumbent companies of the postal
service in France and Switzerland, La Poste and Swiss Post, to jointly carry out
international activities inherent to mail-delivery services.
and the
commercial
integration
processes.

The framework of
the sector and
the policy
maker's role

In the same way, integration processes are being carried out between
companies which operate in different compartments of the same
communications sector and which hold interests in both the offline and online
industries. Last April, the American number one of satellite TV company, Dish
Network, offered more than 25 billion dollars, about 20 billion Euro, to buy the
third biggest mobile telecoms operator, Sprint Nextel. Last summer, for a sum of
about 12.5 billion dollars, Google bought Motorola Mobility, the manufacturing
company specialised in the production of smartphones, tablets and other
devices. In this context, it is worth mentioning the antitrust case concluded last
December, with the acceptance of the commitments presented by the parties,
which regarded Apple and four publishing groups (Hachette, Harper,
Holtzbrinck/MacMillan, Simon & Schuster) concerning a possible agreed practice
aimed at fixing excessively high prices in the field of e-book sales: the European
antitrust doubts were overcome by the proposals presented by the publishers,
i.e. the rescission of the agency contracts at present in force, the renunciation of
certain clauses (such as the MFN clause on retail prices) in their contracts for the
next five years, as well as the introduction of systems which, under certain
conditions, allow retailers to use discounts for e-book sales. The tendency to
concentration is also expressed among the giants of the digital ecosystem, as
shown by the choice announced by Microsoft in Autumn 2012 to suppress the
MSN Messenger service subsequent to the takeover of Skype.
The framework which the sector will adopt, also in virtue of these
demographic, commercial and merger and acquisition processes, will probably
be adapted according to the different communication compartments. In any
case, the result of the technological, social and market changes cannot be
known a priori. For that matter, the analysis of the challenges posed by the
changes in progress do not have the purpose of forecasting a more or less
probable future, but of understanding what the most appropriate actions are to
be taken now in order to promote efficient actions over time in the various
communication markets, at the same time safeguarding users' fundamental
freedoms and rights. In fact, the social transformations and the paths of change
in the digital ecosystem indicate the key elements within which the regulatory
interventions operate, the examination of which is instrumental for such
decisions to result as neutral in respect of the various technologies available and
the single services. This means that they are measures which do not favour
specific technologies and services, but allow companies to compete on equal
terms, independently of the technical and commercial solutions adopted in the
production processes, leaving the market and in particular the consumers and
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users to choose the best products (markets, not regulation, select winners and
losers).
The regulatory system is therefore aimed at creating the conditions for
healthy competition and for investments in innovation, with rules which make
production inputs and specific guarantees available, for both companies and
users, in the field of the networks (par. 1.3), of retail and wholesale services
(par. 1.4), of content (par. 1.5) transmitted on the different converging
platforms (par. 1.6). The factors and the main questions which emerge in each
of these contexts are illustrated in the following paragraphs, taking the European
policy makers' actions as a point of reference, compared with the sector surveys
and analyses of the last year. All the subjects dealt with give information on the
prospects of the regulation of the sector and correspond to as many challenges
as the policy makers are facing (par. 1.7), at the basis of the legislative
framework outlined by the national and European legislator, which has
undergone several modifications even in the last twelve months (par. 1.8). First
of all, an overview is given of the economic dimensions of the digital ecosystem
in Europe and in the world, in terms of sales generated and volumes traded in
the single compartments of telecommunications, audiovisual media services and
postal services (par. 1.2).
The examination of the main items of a technological, economic and
regulatory nature which feature, at European and world level, the evolution of
the networks and services in the sectors of telecommunications, media and
postal services, described in this chapter, The Digital Ecosystem, is considered in
a complementary relationship in the second chapter, The Communication
Markets in Italy, where data and figures are given relative to the development in
Italy of economic resources and volumes traded on the regulated markets. More
specifically, first the macro trends of the sector in the national economic context
are illustrated (paragraph 2.1) and, successively, the trends in progress in the
telecommunication services markets (paragraph 2.2), of the media services
(paragraph 2.3) and of the postal services (paragraph 2.4).
What is proposed in the chapter on the digital ecosystem (chap. 1) and on
the communication markets (chap. 2) represents the first part of the Report
which describes "The Evolution of the Economic-Regulatory Framework and the
Regulator's Role". The second part discusses "The Activities of the Authority",
and illustrates the actual, specific measures taken by the Authority in the last
twelve months (chap. 3), and it also describes the relations, in the same period,
with the other national and international institutions (chap. 4).

1.2. The
scenarios

economic

and

technological

The communications sector, traditionally divided into personal The digital
communications (postal services and telecommunications) and mass ecosystem
communications (broadcasting and publishing), represents a significant quota of
world sales, having generated revenues for Euro 1,762 billion in 2012 (Figure
1.3). Most of the value is ascribable to electronic communications (TLC and TV),
while communications via physical media (packages and books) contribute less
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than 20% to total resources. The progressive migration “from the atom to the
bit” (Negroponte, Being Digital, 1999) is evident if one considers the last five
years: since 2008 non-tangible communications have registered an annual
growth rate of more than 4%, while in the same period publishing and postal
services have lost one percent per year (Idate, PWC, WAN).
Figure 1.3. Communication services in the world - Revenues (2012, in billions
of Euro)

Source: processed by the Authority using Idate, PWC and WAN data

In addition to the dynamics of the sector as a whole, there are also
changes within each of the compartments. In particular, at a global level the
"digitalisation" phenomenon is apparent not only in telecommunications and
broadcasting (although analogue TV is still more common and TLC still have
many areas in the digital divide), but also in the postal sector and in publishing,
with the e-substitution phenomenon (by e-mail and e-books, respectively). The
conversion of the various sectors to digital is connected to the convergence of
the signals towards a single transmission platform, namely the Internet. At
present a great many services are provided through the Web, both directly by
the traditional operators of the various sectors, and by new operators who act
by exploiting the common platforms (over-the-top): in the traffic which
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circulates on the world networks today we find both texting and messaging,
IPTV and Web-TV, as well as voice circuits and VoIP packets.1
Several companies which produce hardware for the management of
Internet traffic (routers, servers, etc.) have tried to quantify the flow of data
circulating on the Web. According to Cisco, in 2012 more than 40 billion billion
bits, or about 500 hexabytes, were transported.2 Of these, video content
represented the major part (54%), followed by file sharing (25%) and by web
and mail services (18%). This usage profile appears differently if only the mobile
component is considered: in this segment, in fact, about one third of the traffic
is generated by specific terminals (personal device assistants, machine-tomachines, game consoles, etc.) which generate different consumption patterns
(e.g. shorter sessions). Regardless of the type of content transmitted by fixed or
mobile networks, the access speed - according to Cisco - is an enabling factor in
increasing the quality of experience. In this regard, Akamai has pointed out that
on the fixed network the average access speed in 2012 was 2.8 Mbps, with an
increase of 11% on an annual basis.3 The greatest progress, in terms of access
speed, were registered on the mobile network: thanks to the recent
developments of mobile broadband (cf. paragraph 1.3.2), Ericsson has identified
about 15 mobile operators in the world which provide an average speed higher
than the average allowed by the fixed network, and about 70 mobile network
operators which guarantee on average at least a basic broadband connection.4
The three reports therefore agree in indicating a significant growth in traffic on
the mobile network (Figure 1.4), probably destined to increase in the
forthcoming years.
Figure 1.4. Traffic on mobile networks (2007-2012, petabytes)

Source: Ericsson, 2013

A more detailed examination on the subject of services and content on the nextgeneration networks can be found in the various surveys promoted by the Authority on the
subject, such as the report I servizi e le piattaforme applicative per le comunicazioni
interpersonali e i media digitali.
2
Cisco, Visual Networking Index, 2012.
3
Akamai, The State of the Internet, 2013.
4
Ericsson, Mobility Report, 2013.
1
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The impact on
the networks

The growth of data traffic is largely due, among other things, to the base
users of telecommunications and television services. In particular, considering
all the fixed and mobile telephony lines of households with at least one television
set, the result is a total of 9 billion "electronic users" in the world, 5 billion of
which belonging to the next-generation, i.e. broadband lines and digital
television (Figure 1.5). The greater part of the total is represented by the users
of mobile lines (72% of the total), followed by users of television sets (16%) and
by fixed-line users (12%). Also a differential analysis of the three different items
(fixed, mobile, TV) confirms that the personal telephony component is
predominant at a global level: in particular, in the last five years, mobile lines
have increased by 60%, while there has been a decrease in fixed-line users and
substantial stability in TV households.
Figure 1.5. Electronic communication services – Users (2008-2012, billion)
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Source: processed by the Authority using Idate data

Focus 1 – The markets of audiovisual media services, electronic communications and postal
services
Audiovisual media services
Television services in the world in 2012 totalled revenues of Euro 329 billion, including the income from
licence fees of Euro 33 billion (i.e. about one tenth of the revenues of the entire sector), while the
remaining 90% is divided almost equally between advertising and subscriptions (Figure 1.6). Compared
to the previous year, there has been in increase in total sales produced by television services of about
3.2%: this trend confirms what has been observed in recent years, i.e. a slight (on average two
percent) and continuous growth (as of 2009).
Figure 1.6. TV services in the world - Breakdown of revenues (2012, %)
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Abbonamenti
48%

Source: processed by the Authority using Idate data
Therefore, at aggregate level, the balance is positive, but an analysis of the various items of the
revenues shows different trends (Table 1.1). In recent years, especially the last two years, revenues
from subscriptions and advertising increased considerably at the global level (by an average of 6% and
4% respectively) while public funding increased to a much lesser extent (1%).
Table 1.1. TV services in the world - Change in revenues (2009-2012 in %)
2009
2010
2011
2012
Subscriptions
5.8%
7.4%
8.7%
4.0%
Advertising
-12.2%
11.6%
4.3%
4.6%
Licences
11.0%
5.1%
1.6%
1.6%
TV media sector
3.7%
1.2%
2.3%
3.2%
Source: processed by the Authority using Idate data
The increase in revenues from licence fees can be observed in various geographic areas (Table 1.2): in
the Middle East and Africa (2.0%), in North America (2.1%), in Europe (0.6%) and in South America
(practically zero). Vice versa, as regards advertising and subscription revenues, there is huge variability
according to the area considered: earnings from advertising grew by about 8 percentage points in Latin
America, while the economic contribution from subscriptions increased by 8% in Africa and by 2% in
North America. In Europe, with growth of 3.1 in revenues from pay TV, income from advertising
decreased by 2 percentage points.
Table 1.2. TV services in the world – Change in revenues
by area and by income source (2012, in %)
MEA
Subscriptions
Advertising
Licences

Latin
North
America
America
9.1%
1.7%
7.7%
6.5%
0.0%
2.1%
by the Authority using Idate data

Pacific Asia

8.7%
8.6%
3.8%
7.2%
2.0%
3.9%
Source: processed

Europe

World

3.1%
-2.3%
0.6%

4.0%
4.6%
1.6%

The differences in the revenues in the various areas is reflected in the distribution of the users of the
various platforms used for the television signal (Table 1.3). Except for terrestrial analogue (which is
decreasing in all areas) and IPTV (which is increasing everywhere), the cable TV and digital terrestrial
platforms show both areas with increased users and others where there has been a decrease, and also
for satellite TV significant growth rates (18% in South America) alternate with basically static situations
(1% in North America).
Table 1.3. TV services in the world – Change in TV households
by area and by platform (2012, in %)
Latin
North
America
America
-10.1%
-7.8%
-19.6%
0.0%
85.5%
6.8%
11.3%
-13.4%
12.0%
10.4%
17.6%
1.1%
1.2%
3.0%
6.2%
-0.8%
69.0%
27.2%
105.7%
19.1%
Source: processed by the Authority using Idate data
MEA
Terrestrial analogue
Digital terrestrial
Satellite
Cable
IPTV

Pacific Asia

Europe

World

-35.7%
9.8%
4.3%
-0.5%
16.7%

-12.1%
7.8%
8.9%
2.1%
23.0%

Therefore, net of the various areas and the various development rates, it can be estimated that in 2012
1.4 billion households in the world had a television set (TV households). The various technologies can also
be divided into four types: three main types, each representing about 30% of the television public
(terrestrial television, satellite and cable TV), and one minority type (IPTV), with 68 million households
(Figure 1.7).
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Figure 1.7. TV services in the world - Breakdown of TV households (2012, in %)
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Source: processed by the Authority using Idate data
In the universe of Internet television, although IPTV is still a minority type, new forms of use are
becoming established with managed models, i.e. managed by the telecommunications operators, and in
unmanaged models, i.e. proposed by companies and subjects which do not have their own transmission
infrastructure. As already indicated, the growth of managed video is ongoing and significant, both in
terms of revenues and users. The volumes generated also continue to rise considerably, and in 2012, at
the global level, they reached 87 hexabytes of content transmitted on the Web. In addition to this,
there is the unmanaged audiovisual content, now generated by a large number of services: in 2012
these applications produced over 200 hexabytes of traffic (Figure 1.8).
Figure 1.8. TV services in the world - Breakdown of traffic (2012, in %)

Video
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30%
Tot. 290
ExaB
Video
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Source: processed by the Authority using Idate data
Therefore, in 2012 a total of almost 300 hexabytes of video content was transmitted on the network,
and this value seems destined to increase, also on the basis of what was observed in the four-year term
2009-2012, when growth rates were 128%, 87%, 65% and 54%, respectively (Source: Cisco).
With specific reference to the television compartment in Europe, in 2012, compared to the previous
year, revenues were largely stable: broadcasting services totalled 88 billion Euro, compared to about 89
billion in 2011. Breaking down the income according to type (Figure 1.9), the prevalence of
subscriptions as the main source of revenues is confirmed (35 billion), followed by advertising profits
(32 billion) and by licence fees (21 billion). Also in percentage terms, the figures of the three
components are largely stable compared to the previous year: there was a slight increase, in fact, of
revenues from subscriptions (from 39% to 40%), while there was a small decrease in advertising
revenues (from 37% to 36%), while revenues from licence fees remained the same (24%). Therefore,
on the European market, the trend observed last year has been confirmed: income from audiovisual
services provided on payment are consolidated as the first source of funding in the sector, followed by
advertising revenues, while public funding is the minor income item.
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Figure 1.9. TV services in Europe - Breakdown of revenues (2012, in %)
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Source: processed by the Authority using Idate data
However, as resulting from the Idate Report (World television market, 2013), there are still substantial
differences on the European market between the types of income sources. Considering revenues on a
geographic basis, in Germany and Spain public funding represents the major income type (35% and
39% of the total, respectively), although in the Federal German Republic the gap is minimal compared
to revenues from pay-TV and advertising. In Great Britain and France revenues from pay-TV are
significantly greater than for other categories (in both countries they represent roughly double the
income from public funding), while in Italy advertising revenues have a greater weight than sources of
income. For that matter, in the whole of Europe, the overall trend of the previous year has been
confirmed, consisting of an increase in revenues from the pay-TV sector.
In 2012 the number of television users in Europe (measured in terms of TV households) had increased
by about 2 million compared to the previous year, reaching a total of almost 283 million, divided as
follows: 83 million receive the terrestrial digital signal, 94 million take avail of the satellite platforms
(free or for payment), 84 million are cable TV users, and almost 22 million are IPTV users. The total
annual increase rate in users reached by the digital signal was 10%.
The distribution of the different broadcasting technologies does, however, vary between the Member
States of the European Union (Figure 1.10). In Spain and Italy the main means for receiving the
television signal is that provided by the DVB-T technology (72% and 64% of TV households,
respectively). Again in Italy, the satellite platform now exceeds 35%, and IPTV accounts for a very low
percentage (0.8%). In the United Kingdom, however, satellite is the main network used for the
reception of television services (45%), while the terrestrial platform is used by about 40% of users and
cable TV satisfies 15% of households. In Germany, cable TV represents the main transmission
technology for the market (almost 49% of users), while digital terrestrial is used by hardly more than
6% of users, compared to almost 40% of accesses by means of satellite platforms. Lastly, IPTV
accounts for less than 10% in all the main EU countries, except for France, which is among the major
European markets for this technology (32%).
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Figure 1.10. TV services in Europe - TV households per country and technology (2012 in %)
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The panorama of TV services in Europe thus seems widely varied. With specific reference to DVB-T,
2012 represented the final step of the switch-over process, i.e. the migration of analogue terrestrial to
Digital Terrestrial Television (DTT) in many countries, including Italy, the Czech Republic, Hungary,
Ireland, Lithuania, Portugal, Slovakia and the United Kingdom. For that matter, beside full digitalisation
of the radio and television networks, IPTV broadcasting in the various European countries has not
become significant, while the over-the-top services seem favoured by the expansion of the broadband
access services on both fixed and mobile networks.
From another viewpoint, the synergy between traditional platforms (DTT, satellite) and the Internet
appear increasingly intense. The trends emerging within the sphere of the digital European ecosystem largely in line with those recorded at a global level - suggest that in the future "hybrid TV", based on
the integration of linear digital television and the services offered by the web, will have a significant
impact also on the growth of the various distribution platforms and on the development of new
converging services offered by the operators of the communications sector, previously historically
separate: traditional content suppliers, media service suppliers, telecommunications carriers, and also
web companies. For example, according to several sector operators, the development of over-the-top
services which can be used by televisions sets will be able to compete with the pay-TV services
(especially when the quality-price ratio is excessively high) and it will stimulate investments in the
satellite system (given the need to ensure the possibility of use for high definition programming such as
HD or 3D). In this scenario, DDT could suffer, in the long term, from the competition of the IP
platforms.
Telecommunication services
At the global level, the telecommunications sector - according to the estimates supplied by Idate - has
continued to grow in terms of both revenues and number of subscribers. More specifically, sales in 2012
amounted to Euro 1,115 billion, with growth of 29 billion compared to the previous year (+2,7%) and
of about Euro 90 billion in the last 5 years (
Figure 1.11). With regard to users, the number of subscribers to TLC services reached 7.3 billion, with
439 million new users compared to 2011 (+6.4%).
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Figure 1.11. TLC services in the world – Trend of revenues (2008-2012, billions of Euro)
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The analysis of the various services provided shows that over half of world revenues for the
telecommunications sector (59%) is from the mobile component, while the fixed-network income
deriving from Internet-access services amounts to 22% of the total and 19% of traditional telephony.
The trend registered in the last five years for the single sectors shows sustained growth of the mobile
telephony segment which represents, compared to 2008, an increase in sales of more than Euro 115
billion (with an average annual growth rate of 5%) and 2.34 billion new subscribers, contributing to the
growth of the global market. Access to the Internet from fixed workstations has also grown, with an
increase of Euro 50 billion since 2008 (with an average annual growth rate of 5.7%) and 207 million
new data lines. The fixed telephony segment is in recession, with an average annual rate of decline of
7.2% over the last five years and a loss of over Euro 73 billion.
The analysis of users who access Internet services from fixed workstations shows a constant increase in
broadband between data connections (Table 1.4). In fact, broadband has increased in the last five
years from 74.3% in 2008 to 84.7% in 2012, with about 647 million lines. With regard to the OECD
countries, the average number of broadband lines in 2012 was 321 million, of which 46 million (14%)
rely on FTTH/B technology. According to OECD estimates, Japan is the country with most FTTH/B
accesses, with over 21 million lines, equal to 65% of the country's broadband connections.
Table 1.4. TLC services in the world – Internet subscribers (2008-2012 in thousands)
2008
2009
2010
2011
413,715
470,907
531,022
589,344
Broadband
143,317
130,501
119,986
119,032
Non broadband
Source: processed by the Authority using Idate data

2012
647,466
116,866

The analysis of the distribution of revenues according to geographic area (Europe, North America, Latin
America, Asia-Pacific and the Middle East and Africa - MEA) shows that Asia-Pacific is the region which
contributes most to total telecommunications sales with revenues of Euro 346 billion (about 31.1%)
and with an increase of 4.21% on the previous year (Figure 1.12). The European market, however, has
fallen by more than one percent, with 26.7%, nevertheless maintaining second place, followed by North
America (23.8%), Latin America (10.8%) and the MEA area (7.5%).
The analysis of growth rates of revenues from the supply of telecommunications services shows strong
expansion of the markets in the MEA area, in Latin America and the Asian area which, with 8.5%, 5.1%
and 4.2%, are those with the highest growth rates of the sector. The North American market shows a
more stable trend, with an increase of 2.4 on the previous year. European revenues have fallen,
although together with the United States and Canada they account for over 50% of telecommunication
revenues.
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Figure 1.12. TLC services in the world - Revenues broken down by source and geographic area (2012,
in billions of Euro)
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Considering the analysis of only the European situation, although the development of the market
segment linked to wireless and wireline data traffic is confirmed, annual sales continue to fall (Figure
1.13). In Europe, revenues for 2012 in the TLC sector are estimated at Euro 298 billion, with a loss
compared to 2011 of 1%, linked above all to the reduction in revenues from the fixed telephony sector
(-7.5%). Revenues from the data component are estimated at Euro 75 billion, and with an increase of
2.7% they have now exceeded those from the fixed telephony component. With regard to the mobile
network, there has been a slight decrease on 2011 (-0.3%), in spite of the increase of 15.6 million
users in the last twelve months (1.5%) and the main retail offers based on LTE technology.
Figure 1.13. TLC services in the world – Trend of revenues (2008-2012, billions of Euro)
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Unlike revenues, the number of telecommunication-service subscribers on fixed and mobile networks in
Europe has remained largely stable (Table 1.5). According to the Idate estimates, there are 1,301
million users in the TLC sector, with an increase of just 3 million compared to 2011. Of these, 81%
(1,052 million) are mobile sector subscribers (active SIMs), while 19% (249 million) is represented by
fixed-network users. The analysis of the annual change rate shows a trend substantially in line with that
described for revenues. Compared to the previous year, there is an increase of 1.5% in active SIMs,
while the number of fixed-network subscribers shows a reduction of 4.8%, in spite of the 2.8% increase
in data-service subscribers.
Table 1.5. TLC services in Europe - Trend of subscribers (2008-2012, thousands)
2008
2009
2010
2011
2012
Fixed TLC
295,787 283,588
273,597
261,916
249,214
Mobile TLC
945,968 980,209 1,001,534 1,036,123 1,051,731
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Source: processed by the Authority using Idate data
The negative change in revenues and the general stability of the number of users in Europe indicates a
slight erosion of the monthly ARPU (average revenue per user) resulting in a slight decrease on the
previous year, confirming the trend already seen in recent years. The Internet compartment is stable,
and with about Euro 28 a month it guarantees greater profit per customer, followed by fixed telephony
(about Euro 21.4 a month) and the mobile sector (about Euro 12.6 a month) slightly below the previous
year.
Breaking down the data by country, the main markets are, in this order, Germany (16%), France
(13%), United Kingdom (13%), Italy (9%) and Spain (7%), which totalled 58% of European sales in
2012. Russia made headway in the last year with an increase of 5%, unlike most Western European
markets which, except for the United Kingdom, lost an average of 4% (Spain a decrease of 7%, Italy
and France 4% and Germany 2%) (Table 1.6).
Table 1.6. TLC services in Europe - Change in revenues by country (2011-2012, %)
2011
2012
France
-2.3
-4.2
Germany
-1.5
-1.7
Italy
-2.7
-3.7
United Kingdom
-0.4
0.5
Spain
-4.3
-7.7
Others
0.9
1.2
Total
-0.8
-1.2
Source: processed by the Authority using Idate data
As regards the distribution of active SIMs broken down according to technology, in Europe broadband
lines are significantly widespread, representing 40% of the total number of mobile data lines (Figure
1.14). In the last twelve months, the number of subscribers to 3G technology has increased by more
than 18 percent and, in several countries, marketing of services which use LTE technology has been
launched. Sweden is the European country with the widest use of 3G SIMs (about 76% of active SIMs
are 3G), followed by Turkey and Spain which have a penetration of above 60%. Sweden is the
European country with the most subscribers to LTE services (about 1 million 4G SIMs sold in the last
year).
Figure 1.14. TLC services in Europe - Breakdown of active SIMs by technology (2012, %)
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Postal services
At the global level, the postal service generated revenues of Euro 120 billion in 2012. The decrease in
revenues has therefore continued, albeit to a lesser extent (consolidated: -1% in the last 5 years) The
majority of revenues for the sector are from express courier and correspondence services (including the
Universal Service), while telecommunication products and stamps represent a marginal portion of the
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total. However, analysing the dynamics of the change in volumes, various trends can be observed.
In particular, there is a decrease in volumes of hardcopy correspondence (–5% in the last five years)
and an increase in the packets sector. With regard to traditional post, the reduction in volumes can be
explained by the development of substitutive phenomena including digital products and services (email, certified e-mail, etc.). With regard to packets, the positive trend is influenced, among other
things, by the growth of e-commerce due to the continuous growth in electronic sales (which have
reached Euro 250 billion) which perforce leads to a proportional increase in revenues from courier
services. Also in the sector of telecommunications products and philately, various elements of
differential growth can be seen, with a progressive increase in the online component and general
stability in revenues from duty stamps and postage stamps.
Therefore, considering these two aspects together (the progressive digitalisation of hardcopy
correspondence and the affirmation of e-commerce and m-commerce), a substantial increase in
revenues from packets and telecommunications products, and a reduction in revenues from
correspondence and stamps, can be expected.
However, it must be noted that the net decrease in hardcopy postal volumes does not necessarily
represent a corresponding decrease in the total revenues of the sector. In fact, the reduction in the
quantities of correspondence handled, especially the "unclassified" kind (first-class mail, mass mailings,
etc.) can be followed by a change in unit prices or a diversification of the commercial offer. In fact, at
the global level the decrease in total volumes (packets, letters, etc.) is greater than the decrease in
revenues (Figure 1.15). For example, according to the data supplied by Ofcom, in Europe in 2011, this
phenomenon was observed in several countries, including Italy, which managed to contain the
economic losses even if there were significant decreases in volumes. The English case in emblematic,
recording positive revenues notwithstanding the general decrease in volumes. On the contrary, the
postal services markets in Austria and Poland display static business models, and there has been a
decrease in revenues consistent with the decrease in volumes (Figure 1.16).
Figure 1.15. Postal service volumes and revenues in the world (2008-2012)

Source: processed by the Authority using Ofcom data
Figure 1.16. Annual change in revenues and volumes (2011, in %)
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Source: Ofcom
Another potential element showing differentiation in revenues between the various countries is the
method adopted for the quantification of the Universal Service (Figure 1.17). In fact, according to a
Frontier Economics study, in addition to an initial distinction between Countries which forecast or do not
forecast profit from the Universal Service (at present more than twenty countries fall into the first
group), there is another difference in the methods for the calculation of Universal Service costs: seven
countries apply a profitability cost approach, while the other adopt the net avoidable cost principle,
therefore the different scenarios cannot be compared, also because of the very large differences
between countries in demographic and social terms (e.g. population densities, number of letters per
person, etc.).
Figure 1.17. Universal Postal Service costing methods

Source: processed by the Authority using Frontier Economics data
Lastly, a further element of differentiation of revenues within the Member States is the differing degree
of penetration of e-commerce (Figure 1.18), although some experts point out that Europe as a whole
has wide potential for the future growth of e-commerce and they forecast an increase of more than
10% over the next few years.
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Figure 1.18. Internet users who make online purchases (2012, in %)

Source: processed by the Authority using Eurostat data

1.3. The networks
Questions of a technical and regulatory nature regarding the expansion of
the electronic communication networks, because of the progressive increase of
the traffic generated, continue to be the subject of wide debate, renewed in the
course of the last year. However, they are, in fact, intrinsic to the evolution of
electronic communications: exactly half a century ago, Nishizawa proposed the
use of fibre optics as a means of communication and, at the same time, Gallager
was investing new coding techniques to increase the transmission capacity of
the communication channels then in use.5 Still today, these two approaches i.e. the creation of new transmission infrastructure and the use of new
techniques for the optimisation of the existing networks - represent the
paradigms of reference for managing the huge traffic transported by the
networks, which continues to grow unremittingly. For that matter, again from
the regulatory viewpoint, the two options (i.e. network deployment and traffic
management) are included among the main challenges facing policy makers, as
clearly highlighted, among other things, by the Commission and by BEREC. 6
With regard to the construction of next-generation networks, in 2012 in
Europe investments in infrastructure continued, both broadband (as presumed
from the increase of fibre-optic connections and LTE radio stations) and in digital
terrestrial broadcasting (with the definitive changeover to digital terrestrial and
the definition of second-generation techniques). In pursuit of the targets fixed in
previous years, the respective policy makers have proposed different ways of
encouraging investments in next-generation networks on the part of private
subjects. For that matter, it must be noted that public funding plays an
increasingly important role, mainly limited to the areas in which market failure
can occur, the white and/or grey areas. This can be seen by the
recommendation of January 2013 concerning state aid. In this case, a new
element is the expansion of the range of infrastructure for which state aid can
On the development of optic communications and channel coding, see Bhat and
DasGupta Physics of semiconductor devices (2003) and Vitetta et al., An Introduction to
Channel Coding Techniques (2013), respectively.
6
Cf. in this regard, EU Guidelines for the application of state aid rules in relation to the
rapid deployment of broadband networks (January 2013) and A view of traffic
management and other practices resulting in restrictions to the open Internet in Europe
(May 2012).
5

24

Network
deployment and
traffic
management

Next-generation
networks

potentially be requested, previously limited only to the access segment. For that
matter, the convergence between platforms and digitalisation of the
transmission signals have made fibre-optic backbones a vital infrastructure for
all electronic communication services, whether fixed or mobile, broadband or
broadcast.
Furthermore, in the last year specific attention has been paid at European
level to the implementation of the non-discrimination obligations contemplated
by the legal framework by the imposition of regulatory measures of a
symmetrical nature, that is to say bearing on all operators which hold fixed NGN
infrastructure with bottleneck features. In this sense, symmetrical regulation is
aimed at encouraging efficient investments in the construction of broadband
networks and at guaranteeing all operators access to the new networks under
transparent and non-discriminatory conditions (see resolutions nos. 43/12/CONS
and 239/13/CONS). At the same time, these measures are intended to avoid
cost duplication in the creation of the new infrastructure and to promote efficient
ways of sharing the same. The ultimate objective is to prevent the formation of
bottlenecks in access to the network and in the terminal segments.
and increases in
efficiency of the
existing
networks.

However, with reference to the increased efficiency of the existing
infrastructure, in 2012 there were numerous technological developments in
terms of the optimisation of the signals transmitted on both wired and wireless
means. As it is known, these technologies can also have an impact on regulatory
aspects: in cable transmission, the processing signal techniques (active) make
access (passive) which is segregated from the network more complex, while in
wireless broadcasting the new processing techniques can lead to incompatibility
between the systems of access to the signal, with repercussions for users, who
must update their devices.

1.3.1. Fixed networks
In the last twelve months, the main European policy makers have further
defined the regulatory tools aimed at fostering the development and spread of
the next-generation networks, both new fibre-optic infrastructure (due mainly to
private funding and, marginally, public funding), and development of the old
copper networks.
Nondiscrimination
and costing
methods

With regard to the creation of new access networks on the part of
operators, the Commission, in the Consistent Non-Discrimination Obligations and
Costing Methodologies recommendation proposal to promote competition and
enhance the broadband investment environment, considers the most opportune
methods to make the dominant operator guarantee fair access to all the network
components (equivalence of input) and the relative pricing conditions,
contemplating the possibility, in certain circumstances, of fixing a price which is
not based on cost. In this regard, the Body of European Regulators for Electronic
Communications (BEREC) has emphasised that, for the imposition of nondiscriminatory obligations, the NRA (National Regulatory Authority) must make a
preliminary assessment of the proportionality of the measures proposed, taking
into account the specific features of the national markets (cf. Focus 2).7
Focus 2 – Draft recommendation on non-discrimination obligations and on
costing methods relative to fixed-network access services
In 2011, the European Commission announced its intention to adopt two new
BEREC Opinion on the Commission draft Recommendation on non-discrimination and
costing methodologies.
7
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Recommendations, to complete the Recommendation of 20 September 2010 on
regulated access to the next-generation access networks, aimed at defining a series of
guidelines on the accounting standards to be used to determine access service price and
on the application of the non-discrimination obligations for access to the SMP operators'
networks.
The Commission explained the need for these provisions as being due to the excessive
diversification of the approaches adopted by the NRA. According to the Commission,
greater harmonisation would guarantee the regulatory certainty necessary to stimulate
investments in next-generation networks and to reach the objectives of the European
Digital Agenda.
After completing the inquiries, on 5 December 2012 the Commission sent BEREC a draft
Recommendation on the non-discrimination obligations and on the costing methods
relative to fixed-network access services, in order to acquire the relative opinion
contemplated by article 19, section 3, of the Framework Directive.
The draft Recommendation has three significantly innovative elements: i) the
identification of Equivalence of Input (EoI) as the most effective solution to guarantee
non-discrimination between the retail divisions of the SMP operator and the third party
operators; ii) the introduction of a close connection between the obligations of nondiscrimination and price control; iii) the adoption of a bottom-up model with increasing
costs over the long period as best practice for the definition of access service prices.
In detail, the Commission's proposal contemplates the possibility of not imposing the
cost approach obligation for the active services (bitstream) on fibre-optic networks, if
the EoI and replicability tests are applied. For passive fibre-optic-type accesses,
however, according to the draft Recommendation, the cost approach obligation can be
removed only if the NRA also demonstrates the existence of a competitive pressure
exercised by the regulated offers on copper networks or networks alternative to that of
the SMP operator.
With regard to the costing method, the Commission proposes adopting a BU-LRIC
costing method which assumes a network based on NGA architecture of the FTTC type,
by which to define the prices of access on copper networks and on fibre-optic networks.
In the proposal, the Commission seems to suppose that, subsequent to the application
of said method, the price for the unbundling service (ULL) on copper networks will fall
within the 8-10 Euro/month range (deemed appropriate to guarantee sufficient
standardisation on the European market for access services and to avoid discouraging
investments in the new networks). The draft Recommendation contemplates in
particular that for the countries in which the ULL price falls within the proposed range
(including Italy), application of the method in use can be continued until 2016,
maintaining access service prices stable (in real terms).
Subsequent to the publication of the draft Recommendation, BEREC has formed a work
group, of which the Authority is an active member, which developed the opinion
approved on the occasion of the plenary meeting and published this on the BEREC site
on 26 March 2013.
In general terms, BEREC agrees with the Commission's aims to ensure a transparent,
predictable and stable regulatory approach in support of the development of
investments in next-generation networks. More in detail, BEREC agrees with the
Commission on the fact that, in general, the EoI is the tool which can ensure, with
certainty, a level playing field among the operators. BEREC observes that, in any case,
the NRA should assess the proportionality of the various non-discrimination obligations
(including the EoI, but also other solutions such as Equivalence of Output), in order to
identify in each case the most effective solution to solve the discrimination problems on
the specific national market.
BEREC shares the Commission's viewpoint also as regards the significant role that
flexible pricing mechanisms can play in the development of the investments in the new
networks; however, the conclusions also point out the need to monitor the impact of the
new Recommendation in order to avoid unforeseen consequences due, in particular, to
the relationship which is introduced in the Commission's proposal between obligations of
different natures (non-discrimination and price control).
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BEREC shares with the Commission the aim of guaranteeing the stability of the prices of
access services on copper networks, at the same time guaranteeing coherence with the
costing principle, but it gives more importance to the need for the costing method
adopted by the NRA to reflect the architecture of the existing network, so that the prices
reflect the real costs sustained by the market operators. Taking this into account,
BEREC invited the Commission not to prescribe a specific costing method, but rather to
indicate the basic principles which every costing method should follow, thus leaving
each NRA adequate flexibility in regulation of the national market.
Lastly, BEREC concludes, there is a need to monitor the effect of the application of the
new Recommendation, in order to verify that it is really able to encourage investments
in NGA networks (for example, contemplating monitoring the development level of the
investment plans contemplated by the incumbent, the verification of specific quality
objectives for the NGA services, etc.).
On conclusion of the procedure which has been started, the Commission will publish the
final version of the Recommendation in 2013.

The access
markets

BEREC has also continued its work relative to the wholesale access
markets (markets 4 and 5): on the one hand, BEREC has examined the
regulatory practices, and it has identified best practices in order to facilitate the
harmonisation process in the European Union; on the other hand, it has
maintained the flexibility of approach, necessary to take into account the
differences between the various national markets.8
In the light of the BEREC recommendations, it can be noted that over the
last months in Europe there has been substantial stability and uniformity between
the various solutions proposed by the various NRAs. The continuity is evident,
since in the last year the main NRAs in question have largely confirmed the
approach adopted in previous years (with slight variations in Denmark, Ireland
and Portugal). The uniformity, however, can be recognised by observing that,
from an initial polarisation towards two different paradigms (one focused on the
passive sharing of the infrastructure, the other aimed at the active supply of
connectivity), a common and generalised approach has now been achieved,
consisting of guaranteeing disaggregated access to the network in both modes,
contemplating at least one active and one passive remedy in each country. As
pointed out in Table 1.7, all countries of the European Union (except France and
Norway) have adopted the obligation of at least one access either by fibre-optics,
cable ducts or unbundling, and at least one either by wavelength division
multiplexing, virtual unbundling local access or wholesale broadband access. In
this regard, Italy seems to be ahead, having adopted this solution, i.e. an
extensive range of remedies, already in 2011, and successively confirmed in
various processes, including the recent analysis of the access markets (cf. par.
3.1).

BEREC common position on best practice in remedies on the market for wholesale
(physical) network infrastructure access (including shared or fully unbundled access) at a
fixed location imposed as a consequence of a position of significant market power in the
relevant market.
8
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Country
AT
DE
DK
ES
FI
FR
IE
IT
NL
NO
PT
SE
UK

Table 1.7. NGA regulations in Europe (2013)
Passive measures
Active measures
Access to
Access to
Unbundling
WDM
VULA
WBA
fibre-optics cable ducts



X
X
X











X


X
X
X
X



X
X
X


X
X
X
X




X
X








X
X
X
X


X
X
X
X




X
X



X
X
X



X
X
X

Key:  Obligation imposed or proposed X Obligation not contemplated
Source: processed by the Authority using data of Cullen International and of NRA sites

However, as already pointed out, copper networks can also be suitably
updated in order to guarantee the performance required by the Digital Agenda.
The new signal processing techniques (such as, for example, phantoming,
bonding and vectoring), in fact, allow speeds well above those of basic
broadband (1-2 Mbps) to be achieved, reaching dozens of megabits per second.
Obviously, the maximum speed cannot be assessed by a single measure and it
depends, among other things, on the distance between the user and the active
apparatus (which in Italy is among the shortest in the world, as shown in Figure
1.19), on the quality of the physical media, on the appliances installed
(modems), and on interference produced by "alien" users, which – as used in
the ITU-T G.993.5 recommendation – refers to lines not directly controlled by
the cabinet manager.
Figure 1.19. VDSL access speed according to sub-loop length

Source: processed by the Authority using Alcatel and Telecom Italia data
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These technologies (in which a single apparatus simultaneously processes
all the lines tested at the cabinet) make the supply of disaggregated access to
the network more complex. Therefore they represent an obstacle to sub-loop
unbundling (SLU). In fact, several NRAs have intervened on this matter in the
last year (including the Authority), assessing, before repeating the SLU
obligation, the effective demand for this service and the operators' plans to
invest in vectoring (Table 1.8).
Table 1.8. The regulation and management of the sub-loop in Europe (2013)
SLU regulation
Sub-loop market
Country
Measure under
SLU
Vectoring
SLU obligation
review
demand
testing



AT
X




DE



DK
X

ES
X
X
X

FI
X
X
X

FR
X
X
X



IE
X




IT


NL
X
X

NO
X
X
X

PT
X
X
X


SE
X
X



UK
X
Key:  present X not present
Source: processed by the Authority using data of Cullen International and of NRA sites

State aid for
broadband

Lastly, with reference to the creation of networks with the aid of public
funds, the European Commission has contemplated new possibilities for the
supply of such aid, traditionally limited to the access network of white areas. On
the basis of the new indications, state funds are justified in the joint segment
(backhaul) and in the access segment, in which funds aimed at the construction
of civil works are favoured. The process of the revision of the sector regulations
regarding aid for broadband was inspired by the need to guarantee alignment
with the European Digital Agenda objectives adopted in 2010 and in turn
redefined on 18 December 2012. Therefore works which lead directly or
indirectly to a “change of step”, in pursuit of the coverage of broadband
networks and services, can be the subject of public co-funding or they can be
carried out directly by public or mixed companies. However, the Commission has
indicated precise restrictions in order to prevent the distortion of correct
competition between the operators; for example, aid must be limited to the
construction of "passive and neutral" infrastructure, and the manager must offer
fair conditions which do not discriminate against other competitors.9

EU Guidelines for the application of state aid rules in relation to the rapid deployment of
broadband networks; January 2013.
9
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1.3.2. Mobile networks
During the last year, implementation of the policy relative to the
development of next-generation mobile networks continued in Europe, both as
regards regulations (with procedures for the assignment of new spectrum
portions and the start-up of the refarming of the GSM bands) and on the
industrial side (with telecommunications operators engaged in the deployment of
LTE networks). The effects in terms of major diffusion of mobile broadband
networks can be measured by the analysis of the degree of use of the "new
spectrum portions at 800 and 2,600 MHz, as well as the “traditional” bands at
900 MHz, 1,800 MHz and 2 GHz, although these latter are not completely in use
at present (Figure 1.20).
Figure 1.20. Mobile broadband networks – Number of bands assigned to mobile
broadband by 2012

Note: The bands considered are 800, 900, 1800, 2000 and 2600 MHz
Source: processed by the Authority using data of Cullen International and of NRA sites

In particular, with reference to the 800 MHz band, although the Radio
Spectrum Policy Programme (RSPP) indicates the first of January 2013 as the
latest date for opening these frequencies to the mobile broadband, there are still
some European countries which have not completed the assignment procedure,
requesting to take avail of the contemplated derogation procedure. In the
frequencies around 900 and 1,800 MHz, the implementation of third and/or
fourth generation broadband seems practically complete, although some
countries in any case contemplated an explicit request from the operator before
authorising the use of the UMTS and/or the LTE in the frequencies dedicated to
GSM. However, the complete closure of GSM networks will still require time
since the service must be guaranteed to an extremely large number of users.
The 2 GHz band, assigned directly as of the year 2000 for 3G UMTS systems, is
fully used in one sub-band (paired) and less in another (unpaired) which is, in
any case, of minor width. However, it must be observed that this scenario is not
necessarily due to delays in the assignment procedures, but rather to industrial
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choices of the operators and manufacturing companies which, in some cases,
are of the opinion that it is not convenient to develop appliances for the
unpaired sub-band.10 Lastly, in the 2,600 MHz band, the scenario is almost
completely the same as that for the 800 MHz band: in fact, except for just a few
countries, all have authorised both spectrum portions present (paired and
unpaired) and they have used a single procedure (multi-band auction) with the
other available bands (in particular 800 MHz), as, for example, in Italy. Auctions
have recently concluded also in the United Kingdom and the Netherlands, which
have generated revenues of Euro 2.8 and 3.8 billion respectively, always taking
into account differences in the total quantity of spectrum offered (in Italy, the
4G auction was concluded in September 2011 and generated almost Euro 4
billion). Therefore, adding these further auctions for the assignment of the
frequency batches to those occupied by bands in previous years, the procedures
preliminary to the proposition of commercial offers relative to fourth generation
mobile services have been completed in a huge area of the European Union.
The sale of LTE
technology
services

In this regard, the European continent confirms its leading position: of the
more than 126 active LTE networks in the world, most of these are actually in
Europe.11 In fact, analysis of the data shows that in the main European countries
there is at least one offer of ultra-broadband mobile services in at least one of
the above mentioned five bands, and that no less than seven countries offer LTE
services in more than one band (Figure 1.21). In Italy (Figure 1.22), the
commercial offers concern about 40 cities, including both large metropolitan
areas and tourist localities.
Figure 1.21. Mobile broadband networks – Number of bands with mobile ultrabroadband offers (2013)

Note: The bands considered are 800, 1800 and 2600 MHz
Source: processed by the Authority using data of Cullen International and of operators'
sites

Cf. European Commission, Decision on the harmonisation of the frequency bands 19201980 MHz and 2110-2170 MHz for terrestrial systems capable of providing electronic
communications services in the Union (November 2012).
11
Source: Screen Digest (2013).
10
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Figure 1.22. Mobile broadband networks – Italian cities with mobile ultrabroadband offers (2013)

Source: processed by the Authority using data of Sole 24 Ore and of operators' sites

This is therefore the initial phase in the sale of services based on LTE
technology, and it follows the EU policy makers' activity aimed at harmonising
and optimising the use of these bands, already identified some years ago.
However, this spectrum availability does not seem sufficient to avoid the
spectrum crunch. This expression indicates the scarcity of spectrum resources
used at present, a shortage increasingly evident if compared to the exponential
growth of the demand for wireless connections: in the Global study, prospects
for the 700 MHz spectrum band, financed by the European Union, the
consultancy company Analysys Mason forecast a composite increase of 42% in
the period between 2011 and 2016 (net of the offload onto Wi-Fi networks).
At present, EU and national policy makers are considering the possibility
of opening up additional bands to mobile broadband, at the same time also
assessing the need to simplify the problems related to roaming. As in fact
recently observed by the European Commission, "One cannot sustain the
existence of an internal telecommunications market if there are considerable
differences between national prices and roaming prices, therefore the ultimate
objective should be the elimination of differences between national tariffs and
roaming tariffs and the consequent institution of an internal market for mobile
communication services."12
One of the candidate bands within the sphere of this approach is the 700
MHz band, now used for terrestrial television broadcasting, which, although not
explicitly contemplated in the RSPP, seems destined, especially after the results
of the 2012 World Communications Conference of the ITU, for the development
of broadband mobile. In fact, several NRAs have suggested opening this band as
soon as possible to mobile data services.13 In view of these initiatives, the Radio
Spectrum Policy Group (RSPG) is also preparing its own proposal for the
assessment of future spectrum needs in the European Union and to widen the
Regulation on roaming on public mobile communications networks within the Union
(June 2012).
13
For example, the subject has been considered by Ofcom and Agcom (cf. respectively
http://www.ofcom.org.uk/uhf-strategy
and
http://www.agcom.it/Default.aspx?DocID=9716)
12

32

Additional bands
for the mobile
broadband

spectrum available for mobile broadband. In the document "Strategic Challenges
facing Europe in addressing the Growing Spectrum Demand for Wireless
Broadband" (2012), the RSPG in fact proposes, as a strategy to avoid the
spectrum crunch, major coordination at European level, in order to free and use
in a harmonised manner a quantity of spectrum which allows the mobile sector
to take avail of at least 1,200 MHz by 2015. The management of interference
between different services allocated to the same band (such as between LTE and
DTT) will also have a crucial role, favouring innovation.
Radio spectrum
sharing

On the other hand, as already seen for the fixed network, the mobile
network's option of creating new infrastructure in new bands is not the only
feasible solution. Not by chance, the RSPG, in the above mentioned document,
suggests as another approach the optimisation of the band already assigned,
contemplating major flexibility of use, for example by facilitating the adoption of
shared solutions, such as collective spectrum use and sharing licence access.
Shared access to the radio spectrum was also precisely the subject of
recent discussion by the Conférence européenne des administrations des postes
et des télécommunications (CEPT), a body which coordinates European
communications standards, both postal and electronic. In September 2012, the
CEPT published the report Improving Spectrum Efficiency in the SRD bands,
which contemplates various possible technical implementations to increase
spectrum efficiency (measured in bits per second by Hertz) such as, for
example, low duty cycle, ultra low power and adaptive modulation. For that
matter, particularly regarding sharing, the RSPG itself is at present preparing a
specific opinion for the European Commission.
In fact, all the policies for the optimisation of the frequencies already
assigned are based on the supposition of the availability of an updated
prospectus of the use of the radio spectrum. The creation of this tool for
analysis, contemplated in the European sphere by the aforesaid RSPP, has
already been started in several Member States. In this regard, the Authority,
in collaboration with the Ugo Bordoni Foundation, is carrying out a survey on
how to create an inventory of the attribution, assignment and use of the radio electrical spectrum, in order to assess the most significant uses of certain
wireless services and/or applications, such as, for example, short range
devices, radio astronomy and broadband wireless access (cf. also paragraph
4.1.3).

1.3.3. Radio television networks
In the television sphere, after the conclusion of the switch-off of the
analogue systems in most European countries, the process for the definition of
the second generation standards for the satellite platform (DVB-S2), the
terrestrial platform (DVB-T2), for cable TV (DVB-C2) and for the new mobile TV
generation (DVB-NGH) has continued.
Secondgeneration
standards

The stakeholders of the television media follow the testing of the new
technologies with interest. In fact, albeit following the line of the previous
technologies, performance is optimised due to an increase in the transmission
capacity (about 30% more than the previous standard), greater energy
efficiency, a better quality signal and high flexibility as regards implementation.
The greater capacity available offers numerous advantages, including
enrichment and diversification of the television offer (with the possibility of
transmitting television channels in high and ultra-high definition), more efficient
management in the use of the radio spectrum (useful, for that matter, to
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prevent the spectrum crunch and favour the spread of mobile mode services)
and the possibility of supporting transmission modes with a longer cyclical prefix
(for improved management of the problems of self-interference in the SFN
networks).14
The full migration to the next-generation of digital systems in any case
has important effects on the television-industry market. The new broadcasting
systems are, in fact, not retro-compatible, i.e. not directly compatible with first
generation receivers, already in use by the appliances on sale. In the case of
over-the-air broadcasting technology, the use of the DVB-T2 standard
sometimes involves modifications both to the receiver systems (substitution of
tuning appliances and of the set-top box) and in the transmission systems
(replacement of modulation devices and introduction of filtering systems).
Therefore, to allow broadcasters to activate a gradual transition whilst keeping
the present systems in service, such standards contemplate, as an option,
simulcast transmission modes compatible with those already in existence.
According to the data published by the DVB consortium, in 2012 in over
60% of the European Union countries, transmission in DVB-T2 technology was
launched - definitively or experimentally - at different times and with different
technological choices (Figure 1.23).
Figure 1.23. The state of the transition process to DVB-T2 in Europe (2012)

Source: processed by the Authority using DVB data

In the United Kingdom, the English government has taken into
consideration the hypothesis of bringing forward the testing of the 2G standard in
order to include this technology in the switch-off programme. Therefore, in the
regions not yet digitalised at that time, a transition to DVB-T2 has taken place,
thus jumping the intermediate step to DVB-T.15 In other countries, instead, the

Cf. ITU-R BT.2254 report, 9/2012, Frequency and network planning aspects of DVB-T2.
The testing of the 2G standard was in fact started in the summer of 2008, four years
before the switch-off of the analogue network was completed.
14
15
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roll-out of DVB-T2 has been postponed while intermediate solutions are being
assessed. In France, for example, the Conseil Supériur de l’Audiovisuel in the
Rapport sur l’avenir de la plateform TNT has indicated the guidelines for the
evolution of the television system, deferring until 2024-2025 the introduction of
DVB-T2, the use of which will involve additional costs for the adaptation of the
infrastructure, in addition to those already sustained for the changeover to DVB-T.
However, to favour the evolution of the television system by the increased use of
high definition channels, the CSA has recommended the use of the nextgeneration MPEG-4 coding system by the end of 2015.
In Italy, after the completion of the switch-off in summer last year, the
technological upgrading was started with the activation of the first DVB-T2
services. For that matter, Italy represents one of the few countries in the
European Union where the process for the migration to DVB-T2 has been
managed. In fact, the Government, with decree law no. 16/2012, converted into
law, has set the first of January 2015 as the last date for the upgrading of
television receivers to the new standard. In practice, from 1 January 2015 it will
be possible to place on sale only television sets for receiving programmes in
DVB-T2 technology with MPEG-4 coding.
DAB

Within the sphere of radio broadcasting, the use of digital technologies
has deeply changed the traditional listening habits: transmissions via the
Internet and satellite offer high sound quality, ubiquitous use throughout the
world, enrichment of content with added services, multimedia applications and
the possibility for the user of acting no more as a mere passive listener but of
creating his/her own personal programme schedule (play list). Furthermore,
operators and experts agree in maintaining that the roll-out of the digital
standard will have inevitable advantages on the radio media, increasing the
number of available frequencies and protecting the signals from propagation
disturbances and interference phenomena. The use of radio stations with greater
coverage range than with the analogue technology and, lastly, the possibility of
sharing systems with several operators will reduce the number of aerials with
minor electromagnetic impact on the environment (according to ClubDab,
"National DAB coverage will require about 250 aerials, compared to the present
700 of the FM analogue networks."
In this context, DAB technology (Digital Audio Broadcasting) marks the
development of the digital radio system in Europe. According to the estimates
published in the report Global Digital Radio Broadcasting Update (Figure 1.24),
in 2012, in more than 10 European countries, DAB already has a coverage of
more than 50%. In Switzerland, the United Kingdom, Belgium and Denmark,
where the national multiplex DABs cover more than 90% of the population, the
transition to DAB+ technology has already started, which, thanks to the HE-AAC
coding system, will allow for the optimisation of the use of the spectrum
resource.
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Figure 1.24. Digital audio broadcasting in Europe - Coverage of the service
(2012, in % of the population)
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Over the last year, Italy has adopted a programme aimed at promoting
the use of digital technology radio broadcasting. With resolution no.
180/12/CONS of 4 April last year (cf. 3.2.2.3), the Authority launched a pilot
project for DAB experimentation in the province of Trento. The first stage of the
project involves the planning and assignment of usage rights of the frequencies
in the III VHF band for on-air testing of the new technology. The
experimentation of the service, which has given useful indications on the
dynamics of the market and on the innovative features of the platform, will be
spread in the forthcoming months to the Autonomous Province of Bolzano.
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1.4. Services and platforms

Electronic
communication
services:
retail

and wholesale

The range of services offered through electronic communication networks
and the value generated by the companies and users which use this
infrastructure increase continually.16 In the communications sector there is also
a progressive expansion of the range of interpersonal communication services,
audiovisual services and publishing, both newspapers and magazines and books,
made available to users by means of the new sales and technological practices
which exist side by side with the traditional offers of single voice services
(telephone calls), text services (SMS and instant messaging), data services
(access to the Internet) and radio-television services. The companies act as
brokers, that is to say as platforms which bring together a number of services.
In this scenario, as regards telecommunications, the spread of the
commercial offer which implies the joint use of several services is, at present,
widespread, as verified in the case of voice services and Internet access: in
December 2012, nine users out of ten of broadband services at fixed
workstations had undersigned flat-rate or semi-flat-rate data plans, which often
include in the packet a certain number of minutes of voice traffic. For that
matter, the offer of telecommunication services is based on several technical
standards, also in virtue of the degree of replacement in certain specific
environments such as voice calls (it has been considered that VoIP managed
services cannot be replaced by "traditional" voice services since the first
analyses of the access retail markets and of the voice services at fixed stations,
concluded in 2006) and text services (it was found that SMS services could be
replaced with instant messaging services according to the analysis of the market
of SMS termination services on single mobile networks, cf. resolution no.
185/13/CONS).
The regulation of wholesale services contributes to companies' capacity to
offer consumers a number of services simultaneously; regulations in fact allow
all telecommunications operators to use the inputs necessary for the commercial
offers deemed most appropriate for their own company strategies and for the
consumption profiles of the users. At present, the European policy makers,
including the authority, discipline the economic and technical conditions of many
wholesale products, such as fixed-network access services, origination services,
certain services of rented lines, and the termination services of the single
networks, both fixed and mobile. All these measures intend to ensure electronic
communication service providers a level playing field, and the availability of
wholesale inputs which allow the communication service provider to freely adapt
their commercial offers to the end users (equivalence of inputs), the need to
guarantee proportionate measures as less invasive as possible always holding
firm.
In this framework, a significant innovation registered last year is dictated
by the review of the list of retail and wholesale electronic communication
markets which can be regulated in advance, at present contained in the

This is the conclusion reached by a recent OECD survey on e-commerce, which, albeit
noting the difficulties of measuring the value of the "business to consumer” activity which
is carried out through the Internet, indicates continuous growth in this market as of 2008,
estimating that in 2013 it will account for about 30% of sales at a global level. OECD
(2013), “Empowering and Protecting Consumers in the Internet Economy”, OECD Digital
Economy Papers, No. 216, OECD Publishing.
16
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European recommendation of 2007.17 It is a process started up by the European
Commission last autumn, in view of the intended updating of the legislative
framework, in order to keep up with the rapid technological and market
developments which are typical of the sector. In order to review the
recommendation in question, the stakeholders have been invited to express
their observations by means of a questionnaire made available for public
consultation by the European Commission until 8 January 2013. 18 It deals with a
wide range of subjects: from the trends which influence the definition of the
relevant markets to the functioning of the three criteria test, for the purpose of
ascertaining whether regulation in advance is opportune; from the review of the
seven markets at present identified in the recommendation to the possible
identification of other environments which should be regulated. The Authority
participated in the works conducted in this sphere by BEREC, with the intention
of casting light on the developments registered in the field of broadband
networks and services, the progress achieved in the convergence processes, and
affirmation of web-based applications and services.
The review of the list of relevant markets, which allows national regulating
authorities to coordinate intervention on the respective markets, will be
completed in the forthcoming months and it is instrumental - as underlined by
the European Commission - to the pursuit of the objectives outlined in the
regulatory framework of electronic communications and in the Digital Agenda, in
terms of the promotion of competition and the spread of broadband and ultrabroadband access. Objectives which are collocated perforce in a context of
continuous evolution.
For that matter, the speed of change makes it very difficult to identify
service performance and levels to be included in the basket of the universal
service, as shown by the debate on whether to include broadband Internet
access within the sphere of objective application of the institute, fixed by the
2002/22/EC directive. Until now, the factors which have hindered such an
expansion of the universal service obligations have included the difficulty of
defining a minimum obligatory connection speed threshold, common to all
Member States. This is also due, on the one hand, to the wide variability of the
thresholds fixed by the various national legislations which have already made
broadband access to the Internet one of the universal service obligations; in
fact, the range runs from 144 kbps in Croatia to 1 Mbps in Finland, and to 2/4
Mbps in Malta. And on the other hand, it is due to the continuous increase in
minimum Internet connection speed, the effective availability of which allows for
full social inclusion in the information society: the revision of the objectives of
the European Digital Agenda in 2012 indicated that of guaranteeing all citizens
at least 30 Mbps and, therefore, the geographic areas served by infrastructure
which does not guarantee services at this speed could be considered, in the
future, as subject to a digital divide. This is the context of the presentation, in
February 2013, of the second European Recommendation proposal for the
universal service in the digital society, which follows the strong opposition of
some Member States to the first version presented last year. To reconcile the
intention of fighting the digital divide with the need to avoid market distortion,
the Commission, in the new Recommendation proposal, merely requests the
Commission Recommendation 2007/879 and explanatory note, December 17, 2007, on
relevant product and service markets within the electronic communications sector
susceptible to ex ante regulation in accordance with the Framework Directive (2 nd edition).
18
Public consultation on the revision of the Recommendation on relevant markets, 16
October 2012 – 8 January 2013.
17
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imposition of minimum thresholds for Internet connection within the sphere of
the universal service to be preceded by an assessment of the feasible alternative
policies, including public financing of broadband and the destination of use of
specific band portions at the auctions for the assignment of frequencies. In this
way, the original scope for the universal service in electronic communications is
confirmed, which, also in the framework of a strategy of promoting the
development of broadband services, remains a tool of intervention aimed at
compensating market failures, but without altering competitive dynamics and
without imposing excessive costs on companies or consumers.

Online
services:

- video;

Going from TLC services to those of the information society, last summer
the Vice Chairperson of the European Commission Neelie Kroes remarked yet
again on the contribution from innovative Internet-based platforms (for
example, for e-commerce services) to the European economy. According to
some studies, in fact, an increase of 10 points in the broadband penetration rate
would result in an increase of 1-1.5 percentage points in the European GDP (cf.
SPEECH/12/444). Internet-based innovations therefore represent a factor for
development in many sectors of the economy, first and foremost that of the
media and telecommunications. In this framework, recent analyses carried out
on broadband network traffic flows show that the main growth drivers of this
sector are Over-The-Top (OTT) Internet services, i.e. supplied through the
network but by third parties independent from the connection providers:
suppliers of online research services, cloud computing services, online video
games, etc.
The expansion of online services is a phenomenon which the Authority had
already observed some years ago, in order to understand the implications for
the regulator. The last Eurostat Report shows that, in Europe in 2012, the use of
e-mail services and of search engines are always among the main activities of
Internet users (representing the prevalent use for respectively 89% and 83% of
the interviewees who had used the Internet in the last three months).19
However, other online activities are taking on the dimension of "mass" services
among Internet users. At EU level, 61% read an online daily newspaper, 54%
use e-banking services, 52% write messages using social media and 50% use
travel services.
In particular, as regards the Internet-traffic consumption profile, 2012
was the year of online video services. The contribution of these services to the
impressive growth of IP traffic is estimated, in terms of the annual increase in
traffic flows generated by online videos, at 34%. In Europe, it is estimated that
these services will represent more than 60% of total Internet traffic in 2016.20
In addition to the increase in terms of IP traffic generated, online video services
represent an evolution also in terms of usage: the present trend, in fact, sees
the network used no longer just for viewing short film sequences in streaming,
such as those offered via YouTube, but also for longer videos like films or sports
events. After the spread of payment services and NetFlix on-demand services,
the launch of the LoveFilm offers last year confirms this trend.
In the music industry, the distribution via online streaming of audiovisual
content has allowed for an inversion of the trend in the sector which, in 2012,
registered growth in business volumes, albeit contained, for the first time in 13

- music;

Eurostat, Statistics in Focus 50/2012 "Internet use in households and by individuals in
2012".
20
Cisco Visual Networking Index: Forecast and Methodology, 2011-2016.
19
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years.21 The progressive development of service offers for listening to music in
streaming mode (like Pandora, Deezer, Rdio, Play.me) or platforms for the
purchase of music (like iTunes and Google play) generates an increasing
percentage of the total sales of the global music industry. In February 2013, the
launch of Swedish service Spotify in Italy, for listening to music and radio
programmes in streaming mode, shows encouraging prospects for paid – and
legal – offers for listening to music on the net, suggesting that the trend in
coming years will be a transition from the "possession" of audio and video files
to subscriptions for access to media services in the broad sense. In fact, the
evolution of the sector seems to be marked by a series of stages: early systems
involving file sharing (from Napster to eMule and BitTorrent), followed by the
widespread appearance of download stores (like iTunes), through to the
development of software. This development goes hand in hand with the growth
of mobile services, since the use of certain audiovisual services in streaming
mode is more suited to the use of mobile devices such as smartphones and
tablets. The exponential growth of IP traffic on mobile networks is, not by
chance, mainly driven by the central role that audiovisual formats are taking on
in the content consumption habits of web users, also in mobile mode. It is
forecast that, in 2016, more than half of total data traffic generated by users will
consist of videos.22 Data on peak-time IP traffic show, in fact, a high prevalence
of real-time entertainment content, mainly in audio and video formats, which
occupy more than half of the available bandwidth at a global level, while
browsing the web and file sharing take substantially lower portions of the
networks.
Audiovisual services in streaming mode, in fact, are well suited to sharing
through the social network platforms that incorporate an increasing proportion
of Internet applications and services. Such platforms then represent two
fundamental trends that can be recognised in the Internet ecosystem: the
renewed central position of audiovisual content with respect to the prevalence of
the written format in the first development stage of the web, and the social use
of digital communications, increasing oriented towards mobile and always-on net
access modes.
This trend in which social networks act as the new environments that
capture the current stage of development of the Internet does not preclude the
popularity of new "cross-media" forms in the communications industry. The
Internet is not taking the place of digital terrestrial or other television
broadcasting platforms, since the current trend is rather the simultaneous use of
different signal sources, which is precisely the characteristic element of crossmedia convergence. In this perspective, the report I servizi e le piattaforme
applicative per le comunicazioni interpersonali e i media digitali, published as
part of the "SCREEN" research programme conducted by the Authority (cf. par.
4.1.3) has shown the progressive success of an ecosystem of genuine crossmedia convergence between social networks and broadcasting in favour of
offering integrated services (cf. Focus 3).23 In fact, the popularity of social media
is bound to affect the online advertising market: traditional banners and pop-ups
are being replaced by forms of online advertising and marketing specifically

IFPI – the International Federation of the Phonographic Industry, Digital Music Report
2013.
22
Cisco, Visual Networking Index (VNI) of 2012.
23
SCREEN, I servizi e le piattaforme applicative per le comunicazioni interpersonali e i
media digital. The Report was published on the Authority's site in May 2013.
21
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designed for social networks, which have greater effectiveness in terms of
interaction.
Focus 3 – Services and application platforms for inter-personal communication
and digital media.
The evolutionary scenario of digital services and platforms highlights three major
trends which cut across the communications sector and are transforming it: competition
between new OTT operators and "old" media companies and Telco; the central role of
audiovisual content; the continued growth of systems for mobile use and of the social
use of the web (simultaneous presence of the social and mobile factors). These changes
are reflected in the individual services available to users and suggest new classifications
of activities that can be divided into four specific categories: interpersonal digital
communications; digital audiovisual media; digital publishing; new forms of
communication and entertainment. The first three categories in essence mirror the
traditional classifications which, before the full impact of the digital revolution, had
organised the system of modern media for years, clearly outlining the disciplinary areas
and the regulatory divisions: the telecommunications sector; the radio-television
sector; the publishing industry.
These trends are pointed out in the recent study I servizi e le piattaforme applicative per
le comunicazioni interpersonali e i media digitali carried out for the Authority by a group
of ten universities and research institutions, where it is shown how they in fact contribute
to the progressive confirmation of online services in the consumption patterns of the end
users. In fact, on the basis of a classification according to three types, the report presents
the main trends emerging in the various sectors considered.
With regard to interpersonal communications, which are included in the telephony sector,
VoIP calls offered by Internet telephony providers and the related instant messaging
services will determine the new equilibrium in the sector. In 2020, the VoIP services offered
by OTT operators will represent 6.9% of total revenues produced by voice-call traffic. For
the global telecommunications industry, this will determine a loss, due to lost income, to the
order of billions of dollars (Ovum 2012). Moreover, even if the SMS service continues to
maintain its central role in the coming years, the text messaging market is destined to be
significantly restructured by the pervasive spread of applications and services provided by
OTT operators such as WhatsApp. The Telcos, which have dominated the
telecommunications market for years, regularly fulfilling their role as system managers and
network operators, today have to contend with the presence of competitive digital operators
that offer, increasingly more often free of charge, online services for interpersonal
communications (VoIP and instant messaging), which are comparable in function and
performance, and also with the emergence of new forms of relational communication (social
networks), which are deeply redefining the overall scenario. In the near future, the
telephony industry will instead have to pay much more attention to the competition that the
OTT operators are launching against their market positions and their revenues. In
particular, in a strategic field of telephone communications such as VoIP, the scenario in the
near future will be redefined by the competition between OTT operators, which offer an
unmanaged peer-to-peer service, and the traditional TLC operators. Skype, the main
subject of Internet telephony, only in the international calls market, has already acquired
more than one third of the total volume of traffic. The same can be said of another large
resource which, in recent years, together with voice technology, has guaranteed revenues
for mobile telephony operators: text messaging (SMS). Thanks to the growth of start-up
companies such as WhatsApp, instant messaging via the Internet is in fact becoming the
new battlefield between OTT and telecommunications operators, especially in Europe.
With regard to the field of digital media services, broadcasters, essentially the sole
protagonists of the "old" radio and television industry, are today moving to more
unstable ground, where they are facing new and old opponents (telecommunications
operators and hardware manufacturers on one side, and OTT suppliers of visual content
on the other). The segment shows a trend cutting across the entire communications
sector, namely the new central role of audiovisual services in the present stage of the
development of the Internet. In fact, in the central compartment of the digital offering
of audiovisual content, competition between traditional broadcasters, who are
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increasingly geared towards providing integrated services, is even more heated. In the
overall connected TV scene, which includes IPTV, Web TV, Internet TV, OTT-TV and
online video-sharing sites, the nationally limited field factor still seems decisive. The
traditional broadcasters who, after years of analogue limitations, have learnt to exploit
the opportunities to grow their offer, opened up initially by cable and satellite
television, then by the transition to digital terrestrial television and today by the web,
can still count, in the national context, on a position of importance in the overall offer
of audiovisual content. In fact, the importance of the national and linguistic context for
the consumption habits of the television viewer takes away from the OTT operators
much of their main advantage: being able to operate on a global scale. In other words,
despite the delay and the difficulties in defining their strategies for online presence, the
major national broadcasters have so far managed to retain their central role in the
market. The form of connected TV which seems destined to occupy less space in the
overall picture of the audiovisual content on the Web is IPTV. Especially in Italy, the
electronic communications operators who have invested in this sector have had to
quickly put aside the idea of turning their own home telecommunications networks into
a new channel for the provision of television content. The current trend, therefore, is
towards forms of OTT-TV. However, unlike in the U.S., it seems that OTT-TV in Italy,
forced to structure its offer for a linguistically limited audience, will not be able to reach
a size that can compete on the television content market (not having the strength to
acquire exclusive rights to the most attractive products and being forced by the
restrictions of its own limited scale economy to apply non-competitive prices for the ondemand offer). In contrast, the narrow nature of the domestic television market is not
only a limit to the strategies of our industry groups but it also guarantees that they will
be able to operate protected from the full global competition of the OTT operators –
which is clearly not the case in media sectors which are less influenced by the
geographic factor than television. At present, for example, it would be inconceivable for
a generalised social network to effectively represents a credible alternative to the
hegemony of Facebook or for a domestic search engine to undermine the substantial
monopoly reached by Google.
In general, the economic and financial dimension of the digital media system seems to
be defined by the simultaneous presence of two opposing tendencies. One such
tendency leads to pluralism, through the multiplication of new players (especially startups and small OTTs) which, at least at an initial stage, can exploit their "lightness" and
the fact that they are not burdened with significant baggage (also at a bureaucratic
level) to steal even significant market shares from the big players. The other,
conversely, points towards concentration, favouring, through mergers and acquisitions,
the uninterrupted growth of the big players which are present throughout the entire
media industry (Google, Facebook, Comcast, Apple, AOL, etc.).
In the field of digital publishing, the large publishing groups which had essentially
divided the printed communications market (books, newspapers and magazines), must
now redefine their structures, in production routines and supply modes, in order to
integrate – and not be replaced by – the development opportunities opened up by
digital news-making and e-publishing.
The fourth category of services, which is considered "residual", includes a variety of
communication and entertainment forms that cut across the three previously identified
macro areas. It includes, for example, a number of mobile and social-oriented services
(UGC/UGM and social TV), and interactive online gambling and gaming services.

The transformations taking place in the field of communication and
information services and platforms are dictated, in fact, by the progressive
affirmation of social networks in users' consumption habits. The success of the
social networks is indeed rapidly redefining the Internet map. Globally, only a
giant like Google, by virtue of the prevalence in the key sector of search engines,
maintains situations comparable to those of Facebook and Twitter in terms of
users, sales and traffic volumes generated. For that matter, the market for online
search services, especially due to the special relationship with the advertising
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industry, has fallen under the Commission's eagle eye in recent years. As with
most online services, the search engine sector poses a number of issues in terms
of identifying relevant markets and assessing corporate power. In fact, they
operate in a particularly dynamic competitive context, since consumers and
advertisers find no particular obstacles in changing provider and they very
frequently use the services of different providers simultaneously (multi-homing).24
Because of this, the search engine market also presents continuously evolving
categories: general, vertical or social search engines, almost always provided free
of charge to the consumer. This involves an adaptation of the market analysis
based on the hypothetical monopolist test, and the use of the theory of markets
with two or more sides, since price changes should be considered not only from
the consumer's viewpoint, but also (or only) from the advertiser's viewpoint. In
this respect, the trends reported at the European level have also been confirmed
by recent analyses carried out by the Authority, which highlight the central role of
the search component in the online advertising market and the need to monitor
competition dynamics (resolutions nos. 551/12/CONS and 39/13/CONS) (cf. Focus
4).25
Focus 4 – The survey on advertising revenues
In 2012, the Authority concluded the analysis in the field of advertising as a whole, which
consists of two segments with different characteristics. The first area of activity ("above
the line") corresponds to the field of advertising carried out through both the traditional
media (television, radio, newspapers and magazines, advertising annuals, cinema,
external advertising) and the innovative media (Internet); the second area includes
communication activities that do not use the communication methods ("below the line").
Within this scope, the survey examined the entire supply chain, observing the
relationships between those involved, i.e. advertisers (demand), dealers/publishers
(offer) and media centres (intermediation), applying a rigorous methodological approach
using competitive analysis tools.
The survey and the findings resulting in the course of the proceedings, which are briefly
presented in the media market analysis (see par. 3.2.1.1), appear to be of particular
importance, taking into account the complexity and breadth of the analysis and of the
survey method adopted.
Specifically, the first complexity is the active involvement of the main advertising players
in the various advertising phases, both nationally and internationally, which involved the
administrative management of numerous requests for information, as well as the data
and documentation received, about a hundred interviews, and the processing of the data
from a variety of sources over a fairly long period of time. In addition to this, it is the first
time a competitive analysis has been conducted on the operating dynamics of the
national market of advertising services intermediation. Furthermore, unlike the process
for similar analyses, the survey involved all the advertising markets of traditional media
(television, radio, magazines, newspapers, advertising annuals, external advertising) and
of the innovative media (Internet).
The survey also provided for a specific examination of relationship marketing (i.e. below
the line), which has intrinsic features which make it particularly elusive and difficult to
analyse. In order to overcome the objective difficulties of assessing and accurately
measuring this sector, a specific survey was carried out on the behaviour of advertising
demand (on more than 1,500 national and local advertisers) using the analysis methods
24

The concept of multi-homing was used by the Commission also with regard to the
possibility of consumers simultaneously addressing several VoIP service providers and
Internet platforms in order to take advantage of the same electronic communications
services.
25
See also the results of the first edition of the Observatory on advertising and the launch
of the survey.
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that have allowed, among other things, for achieving a precise and reliable quantification
of the different below-the-line activities and an assessment of the sector as a whole. More
specifically, a specific methodological approach was adopted both for the selection of a
representative sample of firms to be interviewed26, and in the interviewing technique27, as
well as in the formulation and sequence of the questions in order to make them
unambiguous and easily understood considering the nature of research aimed at company
employees and/or executives, generally willing to dedicate limited time to the interview.
Starting from the data obtained from the survey sample, an expansion process was
then carried out which, also via use of a number of market sources, allowed more
complete information to be obtained and the data obtained to be integrated with
correlated values relevant to the size and features of the market.
The result of the survey is a document which, after providing a theoretical framework
for the sector divided into the three basic components (demand, supply and
intermediation), as well as into the two segments, above and below the line (Chapter
1), offers a study of the functioning of advertising market intermediation, followed by
the competitive analysis of the market and of market failures (Chapter 2).
Subsequently, an overview of the entire field of national advertising is given, with an
analysis of the segmentation between above and below the line activities, followed by
an analysis of advertising using all communication methods as a whole (Chapter 3).
This is followed by an analysis of the possibility of substitution between the various
media, with separate analysis of the competitive structure and of any failures within
the individual market areas: the markets of advertising on TV, on the radio, in
newspapers, in magazines, in advertising annuals, at the cinema, as well as externally
(Chapter 4). The Internet advertising market was then examined, studying the main
features as regards users (with the offer of Internet services to the public), to then
focus on the advertisers' viewpoint. The analysis of the structure of trade relations
between advertisers and dealers is followed by an inquiry into the competitive
structure of the online market and of its various segments, with examination of the
current critical aspects of competition (Chapter 5). Finally, the below-the-line
communication initiatives were studied in more depth, with an examination of current
trends, and the supply structure was briefly analysed (Chapter 6).

The value chain

The particular relationship between search engines and online advertising
also influences the evolution of the value chain. For example, with regard to the
acquisition of Motorola Mobile by Google in February 2012, the Commission has
highlighted areas of interest for the structure of the entire supply chain, ranging
from smartphones and related intellectual property rights to the online services
offered by the OTTs.28 Access to the Android operating system is, in fact, a key
resource for most of the original equipment manufacturers (OEMs) of mobile
devices on the market. Regardless of the concept of vertical integration,

With reference to the sample, the questionnaire was sent to numerous companies, both
national and local advertisers, selected in order to create a correctly sized sample on the
basis of their structural features (number, employees, geographic area, size), the
reference population and the total number of firms which perform communication activities
(1,120,000 subjects corresponding to about 25% of Italian companies). The results were
also weighted to take into account the particular structure of the advertising demand in
Italy, particularly influenced by the importance of investments made by large companies.
27
The interview was conducted with the use of three methods proposed to companies
alternatively: i) a telephone questionnaire carried out by an operator (known as the CATI
method – Computer Assisted Telephone Interviewing); ii) a questionnaire in electronic
format to be filled in autonomously (known as CAWI – Computer-Assisted Web
Interviewing); iii) a hardcopy questionnaire to be sent by email or fax.
26

Case No COMP/M.6381 – Google/Motorola Mobility Commission decision pursuant to
Article 6(1)(b) of Council Regulation No 139/2004.
28
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concentration is a typical aspect of the global search engine market. If China's
major concerns remain about Google's trade agreements with manufacturers of
smartphones, in Europe the investigation into the abuse of its dominant position,
launched in 2010, has not yet been completed, despite the recent proposal of
commitments on the part of the Internet giants to the Commission (15 April
2013). In May 2012, the European Commissioner for Competition, Joaquín
Almunia, pointed out a number of issues of concern regarding Google's market
position which, according to European Commission estimates, holds a search
engine market share of over 80% (Source: ComScore, 2012). Among these
issues, the tendency to favour its own specialised research and vertical-search
services was observed (e.g. for restaurants or flights) rather than those of
competitors, and the ability to influence the online advertising market through
exclusive agreements with websites which take advantage of the search services
offered by Google, which may represent an obstacle to multi-homing advertisers.
The “Telco vs
OTT” debate

From the point of view of the services and broadcasting platforms, last
year thus confirms an evolution marked by market restructuring processes
which undermine the traditional classification of media and telecommunications,
due to the continuous expansion of online services, which are increasingly more
convergent, since they tend to acquire the jargon of the audiovisual sector itself
and the logic typically behind multimedia.29 In the last year, the dynamics that
form the background of the scenario outlined have emerged with greater clarity:
on the one hand, the tensions underlying the "Telco vs OTT" debate that has
characterised the negotiations for the revision of the ITU rules (WCTI-12); on
the other hand, the push towards new cooperative forms, as well as corporate
partnerships, aimed at achieving the positive effects of the convergence
dynamics currently in progress, for full integration between broadband services,
broadcasting and services, and net-headed applications.30
In some ways, the Telco vs OTT debate was fuelled mainly by the
major telecommunications operators. In recent years, in fact, the rising costs
of capital investment for next generation infrastructure has forced the
telecommunications operators to rethink business models and the
distribution of revenues generated by others in the value chain, because of
the use of fixed and mobile networks (revenue sharing) in orde r to ensure
financial sustainability. In turn, the Internet content, applications and service
providers ( CAPs) have responded to the Telco requirement to review the
pricing criteria for the interconnection services of Internet traffic generated
by the OTT. The prevalent position of the CAPs is, in fact, contrary to sharing
their revenues with the Telco operators, on the assumption that these are
already paid by consumers who subscribe to Internet access offers, as well
as by the content providers themselves when they purchase connectivity and
upload services. The major providers of OTT services, which allow access to
content, services and applications through the Internet, but independently of
the network operators, prefer to play on the use of Content Deli very
Networks (CDNs) to bypass the demands of telecommunications operators
and, at the same time, to optimise the carriage of traffic flows. Recent
studies on this topic show that the restructuring taking place in the digital
ecosystem markets envisages a growing role for these intermediaries, and a
tendency on the part of the web giants – like Amazon – to adopt their own
CDN systems.

29
30

ITU, Competition and regulation in a converged broadband world, 2013.
ITU GSR 12 Working paper, Net neutrality: A regulatory perspective, October 2012
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In the summer of 2012, the "Telco vs OTT' debate was at the centre of
the international arena, not only as the subject of a vibrant academic dispute
, but also as grounds for discussion among the stakeholders involved in the
various institutional contexts. In preparation for the World Conference on
International Telecommunications 2012 (WCIT-12) for the revision of the ITU
rules on International Telecommunications (ITRs), the attention of the ITU
was drawn to a proposal to amend some articles of the ITR Treaty with the
aim of encouraging the creation of a new system of trade agreements for IP
interconnection, based on the concept of end-to-end quality-based delivery
and on the transition from the current system of remuneration to a
mechanism based on the "sending party network pays" principle (SPNP). 31
The declared purpose of the proposal, supported by a number of Telcos, is to
prevent regulatory action aimed at prohibiting the differentiation of economic
and technical conditions for the provision of end-to-end unmanaged services,
according to quality class, for the OTT content providers. The conclusion of
interconnection agreements geared towards the concept of end-to-end QoS
delivery for unmanaged services and new charging systems for transit
services, in view of the proponents, would have favoured the emergence of
more sustainable business models from the Telco viewpoint, also in order to
allocate investment costs for the adaptation of networks to the growth of IP
traffic. However, the proposal was opposed by the content providers, and
Internet OTT applications and services with the substantive argument that
current trade agreements for interconnection services already provide
compensation for network operators, which would then participate, albeit
indirectly, in the creation of value generated by the growth of IP traffic in
recent years. In any case, the issues regarding the IP traffic interconnection
systems (differentiation by QoS classes and pricing mechanisms) were left
out of the negotiations on the ITRs, which, for that matter, concluded with
refusal, at the meeting held in Dubai last December, on the part of 55 states,
including the major EU countries, the U.S.A. and Japan, to sign the new ITU
treaty which will enter into force in 2015. The main cause of disagreement
among the participants at the Dubai Conference was, in fact, the inclusion of
rules for the Internet in the Treaty which, as compared to 1988, was
nevertheless expanded to cover new areas such as mobile roaming and
network security.
Moreover, as regards the "Telco vs OTT" debate – expected to continue in
the near future, the OECD and BEREC have organised a themed workshop32 and
some study documents relating not only to the issue of IP interconnection but,
more generally, to the need to balance the search for new business models for
the sustainability of investments in the capacity of fixed and mobile networks
against the maintenance of an open and neutral Internet conducive to
innovation (see paragraph 1.6, Focus 6 – Net neutrality).
The services of
the information
companies

Another area characterised by processes of innovation in the delivery of
digital services, which in recent years has become a mass phenomenon, is
represented by the production of information and entertainment services. In
North America, the offers prepared by the net head companies seem to produce
a negative impact on the pay-TV sector, while cable operators are making new
A more detailed description of the proposal is contained in the BEREC document, BoR
(12) 120, BEREC's comments on the ETNO proposal for ITU/WCIT or similar initiatives
along these lines of 14 November 2012.
32
BEREC expert workshop on IP-Interconnection in co-operation with OECD, June 20,
2012.
31
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and the World
Conference on
International
Telecommunications
(WCIT-12).

alliances with the OTTs in search of diversified sources of revenue through the
provision of HSD (high speed data) and VoIP services.33 These trends form part
of a broader picture of the evolution of the value chain linked to the offer of
audiovisual content over electronic communication networks, where an
absolutely new competitive scenario is appearing. The radio and television
companies in fact find themselves facing not only the growth of OTT services
offered by the Internet giants, but also the renewed attempt of some of the
major telecommunications operators, after the negative experiences recorded in
the last decade by IPTV, to use broadband networks as a tool for expanding into
new markets. To complete the picture, there are large manufacturing groups
which can take advantage of the leverage of their own devices to condition the
use of cross-media digital content, as evidenced by the Google-Motorola case
mentioned above.
and broadcastbroadband
integration.

In this context, the creation of integrated platforms including broadband
connectivity services and broadcasting business paves the way for profound
changes in the television industry, also obliging the European regulators to
face the need to monitor the new forms of convergence which includes
connected TV, in order to identify the implications in terms of competition
between services and platforms, as well as the adequacy of the present
system of protection to guarantee pluralism and fundamental rights. Broadly
speaking, the evolution of television sets to Internet-connected television sets
(smart TVs) is in itself a determining factor in the evolution of current
programme schedules – even more customised also for linear services – but it
does not exhaust the possibilities of connected TV. It encompasses a wide
range of services and platforms: IPTV, Web TV, Internet TV, OTT-TV and
online video-sharing sites which represent, from the content-supply viewpoint,
a varied landscape of solutions: from services such as catch-up TV in
streaming mode available from the official websites of the traditional
broadcasters, to the push VOD of the pay-TV operators, and the pay streaming
platforms of the OTTs. In addition to this already wide range of integrated
broadband-broadcast services, there is also social TV, which describes the
cross-media integration of services and television programmes and other
platforms, such as the social networks, which is achieved through social
interaction technologies based on the simultaneous use of several devices:
first and foremost, TV sets, smartphones and PCs.

SCREEN Digest (Research bulletin, Feb. 2013, issue no. 467) shows a loss of
subscriptions mainly due, according to the report, to OTT competition.
33
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1.5. Content
The central role
of pluralism

and the role of the
national regulatory
authorities.

Over the last year, the audiovisual media services segment has been the
subject of numerous fact-finding interventions and studies by the European
Union institutions – serving as preparation for regulation making – which has
reaffirmed the central importance of the plurality of information, a key-stone of
the democratic system, and the principle instrumental to the citizen's awareness
and participation in public opinion formation processes, in full compliance with
the rules of the Treaty and the Charter of Fundamental Rights of the European
Union. The production and supply of content, multiplied by numerous
distribution channels, requires, in line with the European regulatory framework,
rules designed to promote, on the one hand, the effective reception of a plurality
of information by the wider audience of users, and, on the other, regulatory
activities, supervision and sanctions to ensure compliance with the quantitative
and qualitative limits, aimed at maintaining the diversity of the sources and
critical tools for their assessment, as well as the legality of their content, in
order to safeguard the full development of the citizen exposed to the risks
arising from the use of the new and traditional broadcasting platforms. To this
regard, the European Commission, subsequent to the many recommendations
contained in the document published by the LIBE group, aimed at fostering the
freedom and pluralism of information in the European Union, launched two
public consultations last March, one on the subject of media pluralism, while the
other focused on the requirement of independence of the regulatory Authority,
both to be completed by June 2013.34 In particular, through consultation, the
Commission intends to investigate the issues related to the scope of EU action
relative to the full implementation of the principle of the pluralism of sources in
the Union.
Moreover, the EU itself has long entrusted to the national regulatory
authorities the task of monitoring the implementation of the quantitative rules
on proprietary concentrations and on the qualitative limits aimed at
guaranteeing information freedom and pluralism as well as sanctioning any
non-compliance of the same, introducing, for this purpose, careful efforts to
connect and exploit synergies with the various institutions involved. Also the
British Regulatory Authority, Ofcom, confirmed in a recent report that the
pluralism of the media, instrumental to the growth of democratic society,
becomes concrete when users have a wide range of information resources,
which are independent of each other and easy to find within a competitive
system free of entry barriers.35 It therefore stressed the need to continue the
periodic economic analysis aimed at ascertaining the presence of any
concentrations in the media sector, and it emphasised the essential role of
Parliament in the definition of ex-ante limits.
In such a scenario, the regulator's role assumes new and often complex
forms, in the face of rapid changes in technology and the market. In this
respect, the European regulatory context has long outlined a framework of
values applicable to all audiovisual media services, irrespective of the means
and techniques used, consistent with the affirmation of the technological
convergence processes.

High level group on media freedom to the European Commission and to the Civil
Liberties, A free and pluralistic media to sustain European democracy, January 2013.
35
OFCOM, Ofcom’s report on measuring media plurality, June 2012.
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To this regard, the Audiovisual Media Services Directive is a 'hard core' of
commonly shared values, which promotes the free movement of audiovisual
content and responds to the strategic objectives of public interest, such as the
ban on incitement to hatred, the protection of minors from harmful content, and
the promotion of European audiovisual works. With specific reference to the
present state of the implementation of European policies in the audiovisual
services field, in May 2012 the European Commission presented its first report
on the implementation of the Audiovisual Media Services Directive in the various
countries.36 Article 33 of the Directive, in fact, invites the Commission to
periodically submit to the European Parliament, the Council and the European
Economic and Social Committee a report on the application of the Directive. The
debate arising as a result of the presentation of the report has led to the
principle according to which media pluralism and the fixing of ceilings for
proprietary concentrations represent some of the main areas of interest on the
part of the European Commission; it has therefore brought to light the need to
achieve a regulatory framework aimed at reconciling the highest level of content
delivery with measures intended to protect the rights of the users/consumers.
In particular, in the first part of the report, the Commission stressed the
need to constantly monitor compliance with the rules on advertising on the part
of the Member States, and has feared the possibility of opening infringement
proceedings in the case of breach of the measures indicated in the Directive,
especially in the case of exceeding the time limits. It therefore stressed the need
to update the television advertising guidelines in 2013, and fixed, as strategic
objectives, the protection of minors from the risk of exposure to illegal content
and the ban on incitement to hatred based on discrimination against race, sex,
religion or nationality.
The Commission, in the second part of the report, focused instead on the
assessment of the future impact of major technological changes on the
regulatory framework in the context of the rapid convergence between
traditional broadcasting and the Internet. It therefore pointed out the
importance of connected or hybrid TV, which marks a new stage in the
broadcast-broadband integration process. In fact, the addition of Internet
connectivity to traditional television sets makes the user able to choose titles
from a library of programmes, to enjoy a variety of on-demand services, and to
access a variety of Internet content and services. The over-the-top and catch-up
TV services are contributing to the creation of a new model of television, which
draws additional wealth from the Internet in terms of the total offer to users,
which is growing rapidly with respect to both advertising and the forms of
subscription (cf. Focus 5 – Towards social TV). Not by chance, in order to
guarantee European citizens the use of the new services and access to
audiovisual content also through connected TV sets, the Commission has
expressed its intention to launch a public consultation in the near future on
regulatory issues on connected TV.37
The exponential development of the technicalities has therefore greatly
expanded viewers' choice, since the range of services and content grows
exponentially, focuses on a single device, and favours customisation and
First report of the Commission to the European Parliament, the Council and the
European Regions Economic and Social Committee on the application of the directive
2010/13/EU, COM/2012/0203 final.
37
On the issues linked to connected TV, see also OFCOM, Ofcom’s Communications Market
Report 2012. The French Audiovisual Higher Council, in December 2012, expressed its
intention to create an observatory in order to monitor the evolution of connected TV.
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The state of
implementation
of the Audiovisual
Media Services
Directive

schedule flexibility. Thus, the set of rules outlined in the AVMS Directive must
now deal with constantly evolving content distribution models, where many
players are involved in the chain, and the hybridisation of services and content
often corresponds to the need to design a system of "converging" rules.
The protection
of users and of
minors

The subject of the pluralism of content and the freedom of citizens to have
access to the information disseminated on different technological platforms is
intertwined, in such a scenario, with the limits imposed to protect users,
especially those groups that could sustain significant harm from viewing
shocking content. For example, with specific reference to the protection of
minors in the digital domain38, the European Parliament has recently stressed
the need to act on multiple fronts, resorting to an effective combination of legal,
technical and educational measures. Therefore, in terms of regulation, it is
necessary to stimulate the adoption of self-and co-regulatory measures which
involve those subjected to the rules while, on the training and educational level,
there is a need to invest in the education of adults and minors in order to
prevent or reduce the ex-ante access to illegal content on the continuously
evolving technological platforms. In this framework, therefore, the question is
whether to pursue policies for the repression of illegal content, based on
measures intended to improve notice and take-down procedures, to strengthen
cooperation with other countries and with the police, to promote the best
practices adopted in individual countries, and to implement the use of forms of
self-regulation.
For that matter, the Council of the European Union39 dealt with the
question of the protection of minors in the digital domain, addressing the
Member States, the European Commission and the content industry and
emphasising that the action plan "European Strategy for a Better Internet for
Children"40 is based on four pillars, namely the promotion of quality content, the
conscious use of technologies, the creation of a secure network, prosecution of
sexual offences perpetrated online. The parallel approach to technical and
regulatory measures appears to be justified by the need to balance the need to
protect minors with the potential offered by technological development.
Objectives which have been the subject of the Authority's attention for some
time, as evidenced by the draft interdisciplinary study aimed at the preparation
of a White Paper on the relationship between the media and children.
The subject of the pluralism of information and of access to content on the
part of a wider audience of users, as a value to offset respect for the exercise of
the freedom of enterprise, was recently addressed by the EU Court of Justice.
With regard to the limits in the definition of remuneration for transmission, by a
third issuer of short news reports on events of public interest falling within
exclusive rights, the EU Court of Justice has maintained that there is a greater
"goal of general interest," which is the freedom of citizens to obtain information
and media pluralism, as compared to the right of economic exploitation of
content. Moreover, the measure imposed by the AVMS Directive in accordance
with the Court also appears to be balanced with elements which make it
proportionate and in conformity with EU law: the creation of extracts is only for
events of significant public interest and they must be no longer than 90 seconds,
and only transmitted within the general news with an indication of the source
(EUOJ], Case C-283/11, 22 January 2013).
European Parliament resolution of November 2012 on the protection of minors in the
digital world.
39
The European Union Council's conclusion of November 2012.
40
COM (2012) 196 final – doc. 9486/12, May 2012.
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The same EU Court of Justice recently ruled on the issue of the free use of
content on convergent platforms, when it included within the concept of
"communication to the public" programmes broadcast in live streaming over the
Internet from a different station than the original, considering such transmission
therefore subject to the obligation of prior authorisation on the part of the holder
of the rights (EUOJ, Case C-607/11, 7 March 2013).
In addition, in September last year, the Commission itself adopted a
report41 designed to highlight the level of the promotion of European and
independent works in the context of linear services and from the viewpoint of
the principle of technological and regulatory convergence, also including
nonlinear services, by the individual Member States.
An important element that unites the European strategy on content and
other priority issues of the sector regards the attempt to meet the challenges of
convergence, overcoming the current fragmentation of the systems of rules
under
which
companies
covering
different
communication
sectors
(telecommunications, media, society) adhere, but which find themselves having
to face increasing competition in the arena of the digital economy, due to the
possibility of satisfying the same communication and entertainment needs with a
plurality of means and services which can replace one another. In this context,
the European initiatives in the field of copyright tend towards the creation of a
uniform system to protect the creative industry, which can, at the same time,
take into account the profound differences between the online and offline
worlds. The green paper on convergence in the audiovisual world considers that
the removal of the barriers which exist at present on the European market of
online services and content, thanks to the typical effects of the Internet and
media economy, would enable the economic operators who develop a legal
supply of audiovisual media to transform the more than 368 million Internet
users into potential viewers. In other words, the creation of a single market for
audiovisual Internet services would allow European operators and service
providers to exploit scale economies and competitive advantages, at the
expense of the U.S. competitors which currently take advantage of the
fragmentation of the national markets.

the promotion of
the legal offer of
content,

Against the backdrop of the recent publication of the Green Paper on
convergence in the media sector in Europe, there is, on the one hand, the
question of the adequacy of the current regulatory framework for audiovisual
media services with respect to the evolutionary scenario of the Internet, where
the central role of audiovisual services is increasing and to which a part of
political communication, which previously took place through traditional media,
now tends to move. On the other hand, a series of initiatives have been adopted
which affect the intellectual property protection systems in the digital
ecosystem. In the context of the European Digital Agenda and the Commission's
strategy for the creation of a European digital market, the central theme for the
Internet economy is the implementation of the Green Paper on the online
distribution of audiovisual works (COM (2011) 427 final).42 To this regard, in
September 2012, the European Parliament adopted a resolution containing a
series of proposals to ensure effective protection of copyright but without
European Commission, First Report on the Application of Articles 13, 16 and 17 of
Directive 2010/13/EU for the period 2009-2010. Promotion of European works in EU
scheduled and on-demand audiovisual media services, COM(2012) 522 final, 24.9.2012.
42
Green paper on the online distribution of audiovisual works in the European Union:
opportunities and challenges towards a digital single market, Brussels, 13.7.2011
COM(2011) 427 final.
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The promotion of
European works

Copyright
protection,

the online
distribution of
audiovisual
works,

hindering the circulation of online audiovisual content.43 The reasons for the
resolution include the consideration that in a digital multi-platform, converging
and multimedia environment, European television broadcasters could benefit
from greater flexibility and duration of the systems for the purchasing of rights
(distribution windows), also by the creation of a "one-stop shop", modelled on
those already in place in some Nordic countries. It also aims to encourage the
development of legal content at the European level, eliminating the geographic
and language barriers that currently exist, improving the degree of
interoperability and accessibility of payment and micro-payment online systems,
by analysing the current conditions of the protection and remuneration of
authors, in order to verify the existence of inequalities and asymmetries in rights
management. The backbone of the strategy proposed by the European
Parliament's resolution revolves, in any case, around three elements: the rights
to reproduce the works (copyright clearance); collective copyright management
systems; and the creation of pan-European licenses. On the first point, for the
purposes of cross-border circulation of audiovisual works, it proposes the
application of the rule of the State of origin of the holder of the reproduction
rights. In addition, it invites the Commission to require European digital
companies to eliminate geographic controls (for example, the block of IP
addresses) within the European Union to allow the use of cross-border video
streaming services.
collective
management
systems and
licences.

On systems of collective management and licensing, the Resolution
contemplates a point of connection with the proposed European Directive
presented by the Commission in July 2012, the adoption of which is scheduled
to take place by the end of 2013.44 Though the Directive regards only the
collective management of the rights to music, it outlines some tools and
systems in theory applicable to the whole field of audiovisual content
transmitted by electronic communications networks. The provisions relative to
the voluntary adoption of pan-European licenses (also according to the model of
extended collective licenses, provided they are not mandatory), is of particular
interest in this sense, as well as the possibility of alternative procedures for
resolving disputes also on a cross-border basis.
The rapid examination of the main interventions at the European level has
therefore highlighted the key issues associated with the fundamental principle of
the pluralism of information sources, on which the recent debate focused to a
great extent. In this country, the issues have been the subject of constant
attention on the part of policy-makers and the Authority.
On the first aspect, it must be noted that the theme of pluralism of
content is also interwoven with the recent interventions promoted by the Italian
Digital Agenda. The spread of broadband and ultra-broadband technologies is, in
fact, a decisive factor for the distribution of video content via IP protocol: the
economic development of enterprises and the competitiveness of the system
depend on the widespread expansion of the high-speed network, as well as the
creation of an environment to allow the greatest number of citizens to have
access to knowledge tools and to participate in the national and international
socio-political debate. In other words, the implementation of networks and
platforms, and the push toward the massive spread of digital technologies –
European Parliament Resolution of 11 September 2012 on the online distribution of
audiovisual works in the European Union 2011/2313(INI).
44
Proposal for a Directive of the European Parliament and of the Council on collective
management of copyright and related rights and multi-territorial licensing of rights in
musical works for online uses in the internal market, COM(2012) 372 final.
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accompanied by policies which foster the literacy of the population groups
subject to a cultural digital divide – generates a virtuous circle, since it
contributes to the full realisation of the principle of information pluralism,
expected at both the European and Italian levels.
The Authority's actions also follow in the wake of the decisions adopted at
the European level to promote the full expansion of new technologies and to
preserve the pluralism of sources, as well as the legality of the content
transmitted. For example, with specific reference to the guarantees of a
qualitative nature to protect users in the weaker groups, the Authority has
begun setting up a technical committee for the adoption of technical measures
designed to allow for the on-demand exclusion of minors from viewing harmful
transmissions, and it has recently submitted proposals for regulation in this area
for consultation cf. par. 3.2.2.5). Regulatory issues related to the advent of
connected TV are also addressed by the Authority in the survey "Television 2.0
in the age of convergence, "currently in progress (Resolution no. 93/13/CONS).
The promotion of European and independent works has also been the subject of
action on the part of the Authority (cf. par. 3.2.2.6 ), which has launched a
public consultation on a draft regulation concerning the methods and criteria for
carrying out verification of programming obligations and investment (cf.
Resolution 430/12/CONS). In addition, the Authority has approved guidelines on
the content of the additional obligations of the public service broadcaster, which
precede the conclusion of the service contract (for three years from 2013 to
2015), specifying further obligations that imply the public service mission, aimed
at ensuring both greater opportunities of access to content on different
platforms (satellite, IP), and in terms of greater attractiveness, quality and
public value of the offer. The regulator's contribution as regards the political
communications during election periods has therefore been particularly incisive
and is instrumental to ensuring the application of the provisions in force
concerning propaganda and political information (cf. par. 3.2.4), not only
through the enactment of regulatory measures, but also through the exercise of
moral suasion, due to the adoption of measures to recall the correct application
of the principles of pluralism and equal treatment in access to programmes.
Focus 5 – Towards social TV? Broadband-broadcasting integration and new
challenges for the European regulators
Connected TV refers to the technological evolution of the traditional TV toward hybrid,
intelligent devices ("smart TVs") which allow, from the technical point of view, access
to both traditional television programmes and the Internet. However, connection to the
Internet most often occurs not directly through the television set but via another device
(for example game consoles, set-top boxes). Since Internet content requires special
technical procedures to be displayed on the television screen, until now broadbandbroadcasting platforms have only guaranteed access to the Internet without restrictions
in certain cases. With the use of smart TVs, however, innovative forms of use have
been explored, since they allow simultaneous interaction with social network platforms
("social TV") either through portals and widgets that function more or less like
smartphone applications, so that a window can be opened on the TV screen which
allows for browsing on the Internet using the remote control or even mobile devices
like tablets.
Future challenges mainly concern how to use social tools which encourage user
interactivity and cross media phenomena by means of the second screen experience.
Broadcasters will increasingly integrate the social aspect into their activities, while
social networks will aim to provide content in advance of other platforms, overlapping
with the broadcasters' role. The path of evolution will, therefore, involve the
convergence of social media and broadcasting towards integrated services. It is a
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different phenomenon than that of connected TV and OTT TV, although they can be
composed of the former, making an increasingly more complex scenario for the
evolution of audiovisual media services.
In this new area, the initiatives of the European and national regulators therefore
started from the analysis of the technological convergence processes to arrive at the
identification of new forms of integrated and interactive use of the traditional and nontraditional media.
In June 2012, the Plenary Assembly of the Digital European Agenda met in order to
assess the results achieved by Europe as a whole and to update the issues that are
taking on greater importance for the full achievement of the Digital Agenda objectives.
In 2012, the Commission decided to devote a special work session to the issue of
converging platforms and, in particular, to connected TV. The discussion focused in
particular on the following aspects:
1. The convergence of terminals (devices) and of platforms: a trend that focuses on
new models of television broadcasting and cloud computing. As a result, the audiovisual
content tends to become a strategic asset for telecommunication operators,
manufacturing companies in the ICT sector, the Internet companies and the social
media, which find themselves competing in the supply of new applications through the
development of new business models designed to meet the demand for new ways of
using audiovisual content.
2. Increasingly more "literate" users from the IT viewpoint, likely to use devices for
access to digital content according to the "Anything Everywhere" model using a variety
of terminals (Internet-enabled TVs, PCs, smartphones and tablets).
In the past year, the subject of integration between broadband telecommunications and
media on the new markets of broadband-broadcasting platforms was also addressed by
BEREC in the document on competition issues relative to the practices of differentiating
IP traffic. This identifies the criteria and methods for the identification of the relevant
services, content and applications markets on which the anti-competitive effects of
traffic management practices can manifest themselves.
From a practical point of view, the report gives limited evidence of discriminatory
traffic-management practices on the part of telecommunications operators in respect of
content providers. Moreover, it recognises a positive effect for some forms of traffic
differentiation, tending to promote innovation and the development of premium
services on the IPTV and VOD markets. Even in these cases, however, it is not possible
to exclude in advance (i.e. before a precise analysis of the market, taking into account
the specific features of the audiovisual sector) anti-competitive effects related to
possible discrimination against certain content providers in favour of others (for
example, vertically integrated OTTs of global dimensions).
Lastly, in the First Report on the state of the implementation of the SMAV Directive,
published on 7 May 2012, the EU Commission placed great importance on connected
TV, as demonstrated by the title of the document "Audiovisual media services and
connected devices: past and future". In the document, the phenomenon of connected
or hybrid TV is compared with the less widespread OTT - TV. Connected TV, in fact,
includes a variety of services that stand out as regards integration between IP and
radio broadcasting platforms: some of these services do not offer true Internet access,
but only a limited number of applications; others, however, ensure open access to
audiovisual content available online. The report also notes that, at present, although
connected or hybrid television sets are already available on the markets in Germany
and Italy (and soon also France and Britain), these services are still relatively
uncommon, although they are expanding rapidly. Finally, it should be considered that
the expansion of new broadband-broadcast platforms may portend, by 2015, an
increase in competitive pressure on the audiovisual services and content markets, with
a series of new challenges for national regulators. In terms of competition in the field of
media and electronic communications, these mainly concern: the maintenance of fair
competition conditions on the markets of networks and services covered by the
integration processes; the standardisation and interoperability of the formats; access to
the underlying platforms (i.e. the electronic communication networks); switching costs
and barriers to changing suppliers (lock-in); control over the advertising market and

54

over access to content. The Report of May 2012 opened the way for the work of the
European Parliament which, last January, published a first Resolution proposal for
connected TV.45 This identifies a challenge for media regulation relative to which the
transmission medium (the Internet) must no longer be considered as an insufficient
resource but rather point of access to digital content, envisaging the possibility that - in
some cases - together with the existing "must carry" obligations, "must-be-found" rules
will be necessary for those service and content providers which are located in a
privileged position on the new hybrid platforms.
There are also some interesting initiatives at a national level. In France, for example,
the Higher Audiovisual Council (CSA) established an inter-institutional body in February
2012, with supervisory functions in the field of connected TV (Commission de suivi de
l'usage de la télévision connectée). The establishment of the Supervisory Committee on
the use of connected TV is the result of a process initiated by the European Symposium
on connected TV (HD Forum), which expressed a position summed up in the following
principles: (i) to avoid gaps in protection relative to the areas that may justify
regulation of "connected TV" services (protection of children, of human dignity, of
consumers, of pluralism, etc.); (ii) to loosen some legal constraints currently bearing
on the players in the value chain (e.g. distribution windows); (iii) to test the adequacy
of existing ownership concentration limits; (iv) to address the issue of exclusive rights
in the circulation of audiovisual content on the new integrated platforms and,
simultaneously, fair remuneration; (v) to adopt a co-regulatory approach with other
centres of expertise (domain experts, economic players, etc.) relating to the circulation
of audiovisual content on the Internet.

See the Commission's Report “Culture and education” containing a Motion for a
European Parliament Resolution on connected TV (2012/2300(INI)).
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1.6. The issues of convergence
Convergence
processes:

intra-sector

The evolution of the digital ecosystem in 2012 confirms an acceleration of
convergence processes triggered by rapid technological innovation and by a
revolution of digital languages, the protagonists of which are the network users.
The convergence is, above all, within the communications sector as shown by
the
processes
of
integration
and
substitution
between
traditional
telecommunications and postal services and Internet services to satisfy
interpersonal communication needs, therefore e-mail and certified e-mail
services co-exist with or replace certain postal services, and utilising the same,
smartphone users can choose whether to speak through a voice telephony
service or a VoIP application, and whether to exchange messages via SMS or a
social networking platform (cf. par. 1.1 and 1.4). On 25 February 2013, the
statement issued by Facebook on its own platform announced new agreements
with mobile operators for the provision of access free of charge or at reduced
prices to its messaging service available in the Messenger for Android,
Messenger for iOS and Facebook for Every Phone versions.46 On the media front,
the convergence between television and the Internet is the new frontier of
regulation, as declared in the Green Paper published by the Commission in April
"Prepare for an audiovisual world of full convergence: growth, creation and
values."47
These factors have a profound effect on the system of media and
communications, multiplying the available services, increasing data traffic (both
in terms of type and in access devices), and consequently generating an
unprecedented pressure on the structure of the communication networks, as
well as on the regulation strategies. The development of online services has
effects on every aspect of the economic chain: in fact each compartment is
potentially restructured by the emergence of new visions of the communications
market and digital media. The types and balances of the subjects in the field
change, with the establishment, through mergers and acquisitions, of large
multinational giants (which include both those which derive from the "old" sectors
of telecommunications, broadcasting and manufacturing, and the natives of the
digital ecosystem, the net-heads) and the emergence of new agile innovators
(start-up operators and OTTs).
In addition to the effects produced by the convergence processes within
the communications sector ("intra-sector" convergence), the development of the
Internet has repercussions also in terms of integration between the ICT industry
and traditional sectors of the economy. The latest OECD report on the
development of "B2C" e-commerce platforms estimates the economic impact of
these integration processes between the "offline world" and the Internet. 48 While
the Asian continent is set to become the largest market for e-commerce
globally, in Europe the value of online retail sales has almost doubled in the
period 2008-2011 and, in 2012, online sales accounted for more than 30% of
commercial retail business. At the global level, the Internet helps to produce
3.4% of the GDP of the G8 countries.

The commercial initiative regarded 18 countries, including Italy, Portugal, Ireland,
Brazil, Egypt and India.
47
COM (2013) 231 final.
48
OECD (2013), “Empowering and Protecting Consumers in the Internet Economy”, OECD
Digital Economy Papers, No. 216, OECD Publishing.
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The "inter-sector" convergence contributes, in turn, to putting pressure on
networks and influencing the market structure and business models: the
composition of the revenues of the individual markets is remodelled by the
availability of new digital services and new financial and marketing strategies are
defined to capitalise on the new economic resources that the ecosystem produces,
such as, for example, big data. The large quantity of information generated every
single moment on the Internet, stored and analysed in digital format, is the result
of technological innovations which allow for processing increasingly greater data
sets (the limit in 2012 is in the order of exabytes), also collected as a result of use
of smart mobile devices (for example information-sensing mobile devices, but also
digital cameras) in the service of different areas of knowledge, from meteorology
to marketing, which in turn impact the Internet services, such as search engines.
In fact, the information technology that has driven the era of globalisation
since the eighties is still the engine of convergence. The following figure illustrates
the production of data per minute from Internet use: 100,000 new tweets and 204
million e-mails compared with 72 hours of new videos and 3,000 photographs
uploaded, and 47,000 new applications downloaded through the use of devices
connected to the network which, in 2008, exceeded the world population (Figure
1.25).

Figure 1.25. Characterisation of Internet traffic (2012)

Source: processed by the Authority using Domo data

The continuing growth of data and information transmitted on the Internet
is certainly not without risks. In one single minute there are over 2 million search
queries on Google and 6 million visualisations on Facebook, twenty users of the
network are subject to identity theft and 135 cyber crimes are committed by
botnet infections.
For that matter, the convergence processes that form the background to
the evolution of the digital ecosystem also influence the main question that arises
for regulators of the communications sector: how to keep the network open and
neutral, at the same time ensuring high levels of security and financial
sustainability for investment in next-generation networks. These are, in fact, the
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and inter-sector

Network
neutrality

main problems which the various initiatives on the matter of net neutrality
attempt to resolve. From the point of view of legal policy, the debate between
national and European regulators in the past year has been marked by a greater
awareness of the real dynamics that feature the trend of Internet traffic and its
impact on the Internet access retail market and on the IP interconnection
wholesale market. The inevitability of the use of certain traffic flow management
practices and of the classes of the quality of Internet services, is not in itself anticompetitive and, in some cases, it is necessary to ensure the correct functioning
of the network, and in fact represents an element widely shared among regulators
and stakeholders. In almost all institutions, therefore, the terms of the comparison
have focused on conditions of transparency and competitiveness to be guaranteed
on the markets, in order to maintain freedom of choice and access to information
on the part of the users (cf. focus 6).
Focus 6 - Recent developments concerning Internet neutrality
The year 2012 was marked by a strong push from the European institutions for net
neutrality policies, in pursuit of ensuring transparent and competitive markets.
The debate in Europe was inaugurated by the publication, in May 2012, of a joint
investigation by BEREC and the European Commission regarding traffic differentiation
practices on electronic communications networks.49 The survey showed that among
European traffic management practices the most common regarded the freezing and/or
throttling of P2P services on both mobile and fixed networks, as well as blocking VoIP
traffic, especially on mobile networks. In any case, most of the ISPs on the market
present at least one offer of "unrestricted" Internet access, i.e. which excludes access
restrictions based on differentiation of traffic generated by specific applications or
services. Given these data, the paper reviews a wide range of traffic management
practices used to varying degrees by the operators. These range from the
implementation of data caps to limitations of a contractual or technical nature which
together contribute to determining a market situation in which 20% of European
consumers subscribe more or less consciously to contracts that allow operators to
impose restrictions on access to services or applications. The presentation of this survey
triggered off the reaction of the Commission Vice-Chairperson, Neelie Kroes, who
announced the initiation of a process for the adoption of a European recommendation
bearing rules (non-binding) on some key aspects identified by BEREC through the
publication, in the same period, of three public consultations.
As a result, in July 2012, the Commission launched a public consultation on key
regulatory issues identified by BEREC.50 In particular, the questionnaire aimed to gather
information on certain key issues including: the evolution of traffic management
practices in use by the operators, the removal of any barriers to changing operators
(switching) in view of maintaining competitive conditions on the markets and
consumers' freedom of choice, transparency rules on traffic management and service
quality, the impact of certain forms of traffic management on the confidentiality of
personal data on the network, the agreements on IP interconnection, and the
procedures for the exercise of the regulatory power held by the NRAs regarding net
neutrality, with particular regard for the imposition of limits on service quality and
connection speed. The public consultation ended in October 2012 and the information
acquired should serve to develop a European recommendation, the publication of which
is scheduled for the second half of 2013.
In addition, on the conclusion of the three public consultations held over the summer,
the thirteenth plenary meeting of BEREC approved and published, in December 2012,
BoR (12) 30 “A view of traffic management and other practices resulting in restrictions
to the open Internet in Europe” Findings from BEREC’s and the European Commission’s
joint investigation.
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Online public consultation on "specific aspects of transparency, traffic management and
switching in an Open Internet", July 2012.
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non-binding guidelines on the imposition of minimum service-quality levels, a report on
traffic management and competitive conditions, and a common position on the subject
of IP interconnection in the context of net neutrality.51 In support of the above
mentioned documents, two syntheses were also published which illustrate, respectively,
the results of three years of investigation and analysis of good practices, as well as the
positions of BEREC on the four main aspects analysed: transparency rules on traffic
management practices, enforcement of minimum service quality levels, IP
interconnection, and the relationship between competition and Internet traffic
discrimination.
In short, BEREC has expressed an opinion of the overall adequacy of the regulatory
framework outlined in the Directives of 2009 in relation to the issue of net neutrality.
This fact, in addition to the power to define minimum levels of QoS (which is the
ultimate motivation for national regulators), it attributes powers relative to access and
end-to-end interconnection in accordance with article 5 of the "Access" directive, and to
resolve any disputes between operators or between operators and users. These are
functions that require case-by-case verification of the impact of traffic management
practices in the wholesale and retail Internet access markets, and they therefore
guarantee the adoption of solutions suited to the actual circumstances in the case of
any deviation from the principle of net neutrality. This type of approach is considered
preferable in the current stage of Internet development which, according to the latest
analysis of BEREC, is still premature for the introduction of ex ante rules. In particular,
these conclusions were reached by the report on IP interconnection in the context of net
neutrality aimed at providing an initial assessment of the emerging problems of the
wholesale markets in relation to the trade agreements and the technical solutions
identified for the management of agreements between ISPs and other intermediaries in
the Internet value chain (BEREC, An assessment of IP interconnection in the context of
net neutrality BoR (12) 130). The report says that, at the wholesale level, the Internet
ecosystem has succeeded, so far, in ensuring, among other things, an adaptation of
interconnection agreements to technological developments, changes in the balance of
power between the various economic players, composition and trend of demand, and
the affirmation of new business models - all in the absence of an ex ante regulatory
intervention. With the aim of achieving a better understanding of business relationships
on the IP interconnection markets, the BEREC analysis points out that the development
of tenders for the supply of Internet access services with guaranteed QoS levels, such
as to cause an unacceptable lowering of best-effort services, is neither a technically nor
an economically realistic scenario. At the same time, the Internet ecosystem has
nevertheless developed alternative systems to improve the quality of experience such
as the control of traffic congestion phenomena at the level of logic ports for access to
the network (end-point congestion control), as well as by the use of content delivery
networks (CDNs). In fact, while differentiation by class of service quality may be
appropriate in access networks in order to manage the scarcity of available bandwidth
(e.g. to reduce latency in VoIP services), on the IP backbone networks the appearance
of congestion problems seems to be less significant and it is therefore more difficult to
justify IP traffic management practices based on QoS differentiation.
At the retail level, the publication of guidelines on the imposition of minimum QoS levels
- along with investigation into traffic management practices and the impact of traffic
discrimination on competition - closes the strategic framework outlined by the "BEREC
doctrine" regarding net neutrality, which opened with guidelines on transparency.52 In
fact, moving from a distinction between Internet access services and specialised
services (which by definition are based on a limited access to the network through the
use of a series of technical restrictions, and which require guaranteed QoS levels),
BEREC has stated that, at the present stage, it is not appropriate to regulate the
phenomenon of traffic management by classifying the different techniques of
prioritisation of the traffic flows generated by specific applications or users based on ex
ante classification practices. On the contrary, certain criteria are identified that may
A summary of the documents subject to public consultation in the summer of 2012 is
contained in the document BoR (12) 34.
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assist the assessment of each case that the NRAs are required to act on in the event of
disputes or incidents reported by consumers. These are: selectivity of the traffic
discrimination practice, possibility of control by the consumer, proportionality (necessity
and adequacy) in respect of the objective pursued (e.g. the management of congestion
risks), "agnosticism" in respect of applications which the user chooses to access.
At present, therefore, the approach suggested by BEREC to national regulators is to
constantly monitor traffic-management practices and the quality of Internet access
services, so that - in the case of excessive lowering in the quality of Internet access
services or poor availability on the market of offers of unlimited access to the network the imposition of minimum service levels could take the form of statically predefined
QoS thresholds, and a ban on blocking or throttling practices that affect specific
applications. In any case, the use of these instruments provided by the regulatory
framework must be preceded by careful scrutiny of proportionality assisted by the use
of a system for monitoring the QoS based on socio-economic and technical parameters
consistent with the objectives of net neutrality.
While with regard to regulation, the debate among European authorities focuses on a
progressive refinement of the techniques for ensuring transparency and competitiveness
of the electronic communications markets, in 2012 the first legislative action was
adopted on the part of the national parliaments. In particular, the first EU Member State
to adopt a law to guarantee Internet neutrality was the Netherlands, where a legislative
amendment to the existing text on telecommunications (Telecommunicatiewet, 7.4.a)
prohibits Internet access providers from implementing any technical measure to block
or in any case prevent access to websites and applications, as well as any tariff
differentiation on the part of the ISPs based on the accessibility or non-accessibility of
certain applications or services. However, the amendment, which came into force on 1
January 2013, does not prejudice Internet access restrictions which are justified by
needs worthy of protection: the management of network traffic congestion risks, the
maintenance of network security and integrity, fighting online offences on the part of
users (in case of breach known to the ISP, a system of notifications to the user is
contemplated), as well as the imposition of filters at the user's request provided the
request is dictated by reasons expressly declared and not the subject of commercial
transactions.
Also in Slovenia, 2013 opened with the adoption of legislation on net neutrality. On the
occasion of the adoption of legislation for the enactment of the European directives of
2009 (ZEKom-1), which entered into force on 15 January, the principle of equal
treatment of all Internet traffic transported over electronic communications networks
open to the public was pronounced, regardless of content, applications, services and
transmission and reception devices and sources. The principle which follows the
definition of net neutrality adopted by BEREC is embodied by Slovenian law under
articles 3 and 203: on the one hand, it identifies a new target for the national
regulatory authority (APEK), called upon to ensure the open and neutral nature of the
network; on the other hand, ISPs are forbidden to impose technical and commercial
restrictions based on the discrimination of traffic flows generated by specific services or
applications, except in the case of the reasonable need to protect other important
interests, on the basis of the provisions of Dutch law.
For that matter, the principle of Internet neutrality has been confirmed in national
legislation also outside Europe. In addition to the Chilean case, the first national
legislation to codify the principle in 2010, a UTI study published in October 2012 also
identifies Singapore and the United States as "active reformers" on this matter, as well
as Brazil where the first "Internet Bill of Rights" in the world was presented, which,
however, has not yet been approved.53
Developments in the last year are subject to constant monitoring by the Authority which
contributes to the international debate by actively participating in the definition of global
and European rules in their corresponding institutional seats (ITU, BEREC, the
Commission). In addition, the domestic market is monitored, as this is essential for the
adoption of a correct regulatory approach within the framework of principles and tools
53
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defined by the European reference standard.

The elements debated which contribute to preserving the open and neutral
nature of the Internet include the guarantee of the security of the networks and
of the information transmitted over the networks, as recently clarified the
Commission on the occasion of the publication of the new EU Information
Security Plan to protect the open, free Internet and opportunities on the network
(February 2013).54 In Europe, the impact of the cyber-attack risk has been
estimated through statistical surveys which show the effects on the behaviour of
consumers and businesses on the markets of the digital economy. 55 For
example, because of negative experiences due to cyber attacks, 18% of Internet
users declare that they are now less inclined to purchase goods and services
online, while 15% are less willing to carry out online banking transactions. Given
these data, the monitoring activities carried out by Eurostat in the field of cyber
security in 2012 showed that only 26% of companies in Europe had established
a policy regarding IT security.
The question of cyber security therefore influences the correct functioning
of many markets and production activities, which range - for example - from
financial and credit services to those of gaming and gambling, from services for
businesses to those for personal care, from public administration services to ecommerce. Moreover, it directly involves the ICT sector to the extent that the
networks and electronic communications services are the vehicle through which
the information offences in cyberspace are committed. In this sense, the
transversal nature of the questions raised by the need to guarantee forms of
cyber security in national systems is an example of the increasing link between
the communications industry and other sectors that make up the manufacturing
base, i.e. the process that contributes to inter-sector convergence which the
legislator is already aware of (cf. focus 7).
Focus 7 - Cyber security in public policy
The issue of cyber security is on the agenda since the widespread nature of the network
and the huge increase in the spread of access devices, especially mobile, are intrinsic
factors in the increase of security risks for the digital world. Security has been identified
as a priority for the European Digital Agenda and its review in December 2012
confirmed this fact, contemplating the objective of adopting a European directive on
cyber security, the first step of which was, at the beginning of 2013, the issue of a
proposal for a European Directive.
More generally, the increase in the spread of the Internet in society has made the
security of cyberspace essential to the world economy. In addition, cyber security is
fundamental in order to ensure the operation of critical systems at the national level,
such as those dedicated to emergency response and infrastructure protection. Many
network security breaches aim at identity theft or the theft of financial information or
industrial secrets. Therefore, in addition to profiles of civil and criminal liability that may
be raised by attacks on the security and integrity of the networks, such breaches in the
global economy can serve to procure unfair advantages for certain economic players
due to possible unauthorised access to confidential information. Today, threats to
network security, after an initial pioneering phase which has now been completed, are
prevalently due, not to isolated individuals, but to organised groups. They can be
classified into three main types: cybercrime, hacktivism and military hacking. The first

The plan represents a tool for the implementation of the European strategy on IT
security – “An open, safe and secure cyberspace”.
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Special Eurobarometer 390, Cyber Security report, July 2012
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area is driven by motives aimed at illicit gain, the second by reasons of political
activism, while the third considers cyberspace as a new stage for conflicts.56 The
technical aspects of a cyber attack are generally complex and continually changing.57
In the face of this reality, the concept of cyber security refers to policy objectives which
pursue the prevention of cyber attacks through electronic communications networks, by
the adoption of appropriate physical, logical and procedural measures. These cover both
aspects of a preventive type nature and activities for the management of any
emergencies that may occur. The prevailing approach to the issue of cyber security is
based on risk-management tools, i.e. the process by which the risk present in a certain
context is measured or estimated (i.e. risk assessment) and the subsequent
development of strategies to control that risk. These usually consist of the adoption of
countermeasures that will reduce the residual risk to an acceptable level, taking into
account the value of the assets to be protected and the available budget. These
countermeasures, regarding both the prevention and management of incidents, must
also be subject to a periodic supervisory review process regarding their effective
validity, adoption and updating. The cycle described can also be based on international
standards, such as ISO/IEC 27001, and principles of best practice.
In general, to adequately address cyber-security problems, significant investments are
required in terms of the amount of effort, specialised technical skills and hardware and
software. Company operating centres to combat cybercrime are known as SOCs
(Security Operation Centres). The major telecommunications operators have their own
SOC both to safeguard the security of the infrastructure and to manage internal security
services offered to their customers.
Given the importance of cybersecurity in the information society, there have been
numerous initiatives undertaken by national authorities and supranational organisations
on this front in recent years. For example, in the USA - where in 2008 the National
Cybersecurity Center (NCSC) was established as the office in charge of information
security within the United States Department of Homeland Security (DHS) - specific
legislation was adopted (Comprehensive National Cybersecurity Initiative and the
Cybersecurity Act of 2010).
There have also been many initiatives in the European Union. As long ago as 2004, the
EU adopted a European Union Agency for Network and Information Security (ENISA)
which essentially acts as a platform for the exchange of information and best practices
between EU institutions, national authorities and businesses, analysing current and
emerging risks and helping to ensure a high level of network and information security
within the Union.
As previously reported, the adoption of a strategy for cyber security has been identified
as a priority for the European Digital Agenda, of which it represents the third pillar
(Pillar III: Trust & Security). The revision of the objectives of the Agenda in December
2012 has more specifically identified the aim of adopting a European directive on cyber
security, which was followed by a Directive proposal, COM (2013) 48 final, "Concerning
measures to ensure a high common level of network and information security across the
Union" of 7 February 2013. Considering certain studies published in 201258 which show
the incidence of cyber attacks on European businesses, as well as on the activities of
the institutions themselves, the Directive proposes an extension of the network security
and integrity obligations, currently set by the directives of the European framework for
electronic communications.59 The proposed directive in fact contemplates that others in
It is also worth noting the term Cyber warfare which refers to Internet attacks in order
to obtain military, political and economic advantages over adversaries.
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In this context, at least the following essential technical concepts must be noted:
Distributed Denial of Service (DDoS): a type of aggression aimed at interrupting a service
by saturating the response capacity. Zero day: an attack which exploits the previously
unknown vulnerability of a computer programme. Botnet: a network of computers infected
by malware, each owned by an unaware user, which is in fact controlled by a single entity,
the botmaster , for illegal purposes.
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See, in particular, PWC, Information security breaches survey, 2013.
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Considering nos. (23) and (24) of the directive proposal.
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the Internet value chain, which provide information society services - for example,
search engines, e-commerce platforms and social networks - must obligatorily adopt
cyber risk management systems by means of specific measures for the prevention,
control and reporting of any incidents or attacks on networks and strategic ICT
infrastructure. In particular, Art. 14 "Security requirements and incident notification",
requests Member States to ensure that the PA and market players assess and manage
risk situations in networks and information systems, controlled or used by them, by
adopting the necessary technical and organisational measures to ensure a level of
security appropriate to the degree of risk identified. In particular, measures should be
taken to prevent and minimise the impact of incidents on the networks and information
systems to ensure continuity of services provided.
Another significant aspect of the Directive refers to the competence profiles. According
to Art. 6, each individual Member State should identify a competent national authority
for the security of networks and information systems. Those subject to the obligations
of prevention and control (public authorities, telecommunications operators, service
providers of the information society and ICT companies) are required to report to such
authorities any security incidents that have a significant impact on the main services
which they provide. The competent authorities of the individual Member States should
also periodically report to the European institutions regarding any reports received and
the action taken, as well as ensuring administrative cooperation in the context of a
network organisation contemplated under article 8 of the Directive proposal.
The Italian legislator is also aware of the need to develop a coherent framework for
cyber security. In the 2012 amendments to the Electronic Communications Code, the
new article 16 bis "safety and integrity" was introduced, which implements article 13 bis
of the framework directive 2002/21/EC as previously amended in 2009. In enactment of
the provisions laid down therein, a new decree was introduced: "Directive laying down
guidelines for cyber protection and national information security" (Prime Minister's
decree of 24 January 2013 published in the Official Gazette of 19 March 2013), which
governs the question of cyber security within the pre-existing national security
structures. In particular, it identifies an "Interdepartmental cyber crisis table" and in
art. 8 provides for the creation of a special "Cyber security unit" to be set up at the
Office of the Prime Minister's Military Adviser. This is an inter-ministerial task force
which also provides for the involvement of the Agency for Digital Italy. It is also worth
mentioning art. 11 of the Prime Minister's Decree concerning private operators which
provide electronic communications networks and services, required to report breaches
of the prevention and security system.
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1.7. Future regulations
Regulatory issues

The analysis carried out on the networks, services, content and issues of
convergence suggests that because of the numerous changes in the
technological, economic and regulatory framework, the policy makers have the
difficult task of contributing to the digital development of the country
accompanying the changes taking place. In other words, this implies that the
sector regulator must act as guarantor of the balance of the markets of
audiovisual media services, electronic communications and publishing, as well
as postal services, supporting the innovation and development processes, and
at same time introducing corrective measures in the case of market failure.
Thus, the drive towards innovation simultaneously combines the need to protect
various interests such as, inter alia, network access under fair and nondiscriminatory conditions, the pluralism of sources of digital media, and the
rights of end users to take avail of and contribute to the production of content
transmitted over the network. While timely corrective action is applied by means
of litigation and supervisory functions, the regulatory activity rather aims to
identify the generally and theoretically effective measures for ensuring optimal
conditions for the possibility, on the market, for competition and for the push
towards innovation in the technical, economic and socio-cultural fields, often
triggered off by the advent of new communication technologies. If the main
purpose is to remove the obstacles that still hinder the full digitisation of the
country, an essential prerequisite of regulatory measures is the full involvement
of the different stakeholders in all stages of the decision-making process,
including that logically prior to the fact-finding investigation.
In particular, the action of the regulator works on different levels networks, services and content - necessarily spanning a number of issues of a
technical, economic and socio-legal nature, which represent the continuing
challenges that confront the regulatory, supervision and assurance functions of
the electronic communications, media and postal services markets on a daily
basis (Figure 1.26).
Figure 1.26. Regulatory issues

Source: The Authority
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In this context, the action of the Authority must first and foremost satisfy The Authority's
the need to continue the work of reducing the barriers to the dynamic action
development of the digital ecosystem. Barriers of a long-term nature or which
arise with the evolution of the sector, and which effectively bar entrance to the
market or which hinder the action of subjects - companies, consumers and
citizens - already active on the market. These barriers, in fact, slow down or
prevent users from access to certain services or slow down or prevent
enterprises access to specific network resources, resulting, if they remain in
place over time, in a reduction of the range of services available to consumers,
or insufficient investment in the installation of broadband and ultra broadband
networks.
Many rules currently in force have affected the barriers to entry onto the
markets, resulting in their reduction, and contributing to maintaining an open,
available, competitive and plural context. Moreover, technological developments
and markets tend to overcome certain typical obstacles of the communications
industry. The Internet in particular, is a carrier of fundamental economic
features: low entry barriers, which allow for product and process innovations;
low transaction costs, which allow for the multiplication of trade; introduction of
new business models, facilitated by the versatility of the technology; almost
instant access to services and content. Nevertheless, some structural obstacles
still exist in the field and at times new obstacles arise.
In fact, there are still technological and economic obstacles that affect
production costs and create asymmetric conditions between old and new
companies, potentially altering the access to the market or competition in the
market by the latter: the absolute cost advantages, capacity limits and the
presence of unrecoverable costs can slow down the full unfolding of the
competitive mechanisms. Similarly, the administrative procedures and processes
that lead to the exchange of productive factors may be, in some cases, unduly
costly and they may require measures to ensure the reduction of transaction
costs, and can therefore hinder the proper functioning of the sector. Lastly,
there are barriers of a social nature that hinder access to services, applications,
and digital content, and therefore there may be scope to expand the possibilities
of communication between people, businesses and institutions.
Thus, the economic and technical conditions of the sector dictate to the
policy makers, on the one hand, the need to draw up new rules, in line with the
progress of the markets, and, on the other hand, the opportunity to update the
existing rules through maintenance work on the regulatory system in force. In
preparation for the execution of the works in question, there are monitoring,
study and register activities to be carried out that are of strategic importance in
such a framework.
In this context, there are many specific and concrete actions that the
Authority is called upon to take in the near future, in the wake of measures
already adopted and in force. Among the main issues, different aspects central
to the development of the digital ecosystem certainly emerge.
In particular, technological and market changes require - in line with the
guidelines from the European Commission and the Italian Parliament - new
regulatory action to ensure fair and non-discriminatory access to the networks of
all operators, to outline measures to facilitate competition, and to protect the
rights of the end consumer. In the coming months the action of the Authority
will therefore focus on the implementation of the rules on access to fibre-optic
and copper networks, a matter which the Authority has been concentrating its
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Some dossiers:

- NGN networks

attention on for some time.60 In this regard, the Authority, in April 2013,
prepared a draft resolution submitted for public consultation and for the opinion
of the Antitrust Authority, aimed at defining the relevant markets for wholesale
and retail access services on both copper and fibre-optic fixed networks, the
assessment of their current and estimated future level of competition and the
regulatory measures to be adopted.61 To complete the asymmetric regulation
resulting from the market analysis, the Authority, at the same time, also
approved the draft resolution submitted for public consultation on the imposition
of symmetric access to the terminal section of the fibre-optic networks.62
- regulation of
relevant markets
(media, TLC and
postal services)

- the
management of
scarce resources

- network
neutrality

Together with the regulatory proposals aimed at the electronic
communications segment, it is clear that the target scope of the national
regulator extends, in the current media panorama, to a number of relevant
markets (i.e. those whose products and/or services are regarded by the
consumer as interchangeable or replaceable due to their features, their prices
and their intended use) which have increasingly blurred boundaries: pay TV,
free-to-air TV, radio, newspapers and magazines. The lines between markets
blur, in fact due to a greater interchangeability on both fronts: on the supply
side and the demand side. One of the challenges facing the Authority regards, in
this perspective, the opportunity of considering the various forms of advertising
transmitted on the Internet (search, social networks, mobile) within the
assessment of the relevant markets that make up the ICS (Integrated
Communications System) also in line with recent changes introduced by the
legislator with law 103/2012 and, in particular, the provision according to which
- from 2012 - all economic areas linked to the Internet (online advertising,
including search, social networking and that available on mobile devices)are
included in the ISC assessment.
This regulation also includes the measures for the management of the
frequency spectrum, designed to ensure the efficient use of scarce resources in
line with the indications from Europe and with the requirements of the
temporary and reviewable nature of managing the airwaves because of the
changing technological and market situation, taking into account differences
between the operators on the market.
While regulatory action in the allocation of the spectrum is predominantly
marked by the observance of the principle of technological neutrality in the use
of electronic communications networks, the concept of neutrality pervades the
regulator's action in relation to the new markets of services, applications and
online content, the development of which obliges regulators to face the question
of if and how to intervene in order to ensure the open and neutral character of
the Internet. In debate between telecommunications operators and Internet
service providers this is an extremely hot topic at present, with the presentation
With specific reference to fibre-optic networks, cf. for example, Individuazione degli
obblighi regolamentari relativi ai servizi di accesso alle reti di nuova generazione
[Identification of regulatory obligations relative to next-generation network access
services] (resolution no. 1/12/CONS).
61
Resolution no. 238/13/CONS, Consultazione pubblica concernente l'identificazione ed
analisi dei mercati dei servizi di accesso alla rete fissa (mercati nn. 1, 4 e 5 fra quelli
individuati dalla Raccomandazione 2007/879/CE) [Public consultation on the identification
and analysis of fixed-network access services (markets nos. 1, 4 and 5 of those identified
by Recommendation 2007/879/EC)]
62
Resolution
no.
239/13/CONS,
Consultazione
pubblica
concernente
la
regolamentazione simmetrica in materia di accesso alle infrastrutture fisiche di
rete [Public consultation on the symmetrical regulation of access to the physical
infrastructure of networks].
60
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of different proposals and solutions regarding the sustainability of the business
models currently prevailing on the IP interconnection markets, the balance of
power between the various components of the value chain in the Internet
ecosystem, and the guarantees of transparency and competition on retail
markets.
In addition, the increasing complexity of the content offered in the
- protection of
context of audiovisual media services shifts the question of regulation from
pluralism
competition to rights. In other words, the pluralism of information sources has
to be balanced with a mass of other rights such as the right to privacy, the
protection of human dignity and the right of access to the network on the part
of the consumers. The variety of distribution platforms, the multiplicity of the
relevant markets and the range of different institutional players involved,
therefore contribute to making the Authority's role particularly complex and
multifaceted. Technological convergence itself poses some important questions
for the regulator, especially when it comes to choosing between a regulatory
option common to several services, or favouring regulatory asymmetry, also due
to the fact that at the European level the electronic communications package,
the SMAV Directive and the Electronic Commerce Directive represent legislative
packages which are at present separate from one another.
The issue related to the protection of online content is, from this
viewpoint, another of the challenges on which the Authority is to focus in the - protection of
coming months. In this context, therefore, the issues related to the protection online content
of intellectual property and copyright on the Internet are of increasing
importance, their regulation being able to contribute to the benefits of
innovation, in terms of their overall offer of content, promotion of legal content
and an increase in the total revenues of the sector. The regulator will therefore
have to draw up a new proposal that can satisfy as well as possible both the
right to freedom of expression and access to the Internet and that of the authors
to ensure fair remuneration for the creation and circulation of intellectual works,
in respect of the principles of proportionality, effectiveness and speed that
characterise the administrative action.
The subject of digital content is also closely linked to that of ensuring
equal treatment both during election periods and at other times: a significant - political
advertising
aspect which the Authority is called upon to deal with, especially with regard to
the issue of political pluralism on the network. In the present regulatory
framework, the regulator's action aims to ensure balance, impartiality,
objectivity and completeness of information in electoral and other periods, while
the policy maker in turn assesses whether a new law is advisable, designed for
the new world of digital content which is developing and for the programmes
broadcast by means of the converging audiovisual media services, which will be
able to outline in advance the scope within which the regulator's actions can
later be implemented.
Thus, the rules on equal access among the various stakeholders involved
(i.e. between operators, between end-users, between political forces) are based
on the need to ensure all subjects the availability of services for which there are
effective access barriers, of either a technical or an economic nature.
Guarantees - as mentioned earlier - which result in measures to reduce the
barriers that hinder entry onto the market or which hinder the maintenance of a
level playing field between businesses and consumers which are already
communication service users.
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Macro activities:

All these tasks are addressed, in the core of the mandate dictated by the
national and European legislator, in six areas of activity that correspond to as
many lines of action, supported by a preliminary research and study phase
aimed, ultimately, at contributing to the development of the digital ecosystem.
The areas are closely linked with one another and, in any case, they include
ordinary activities, carried out progressively over time, together with measures
whose effects unfold over a period of several years.

- protection of
competition

In particular, a first group of activities consists of the preparation of
legislation aimed at promoting competition the electronic communications,
audiovisual media, press and postal services markets.

- promotion of
NGAN
investments and
of innovation

A second line of action is the promotion of investments in next-generation
networks and more generally to stimulate product process innovation in the
creation of networks, services and content.

- consumer
protection and
service for
citizens

- services for
companies,
Registers and
Records

- the optimisation
of scarce
resources
- pluralism and
personal rights

A third group of rules relates to processes designed to maximise consumer
welfare, through the expansion of the range and quality of communication
services and the maintenance of reasonable prices in the relevant markets;
standards which also intend to guarantee users more information which is
increasingly clear and complete in order to allow them to make an effective
choice based on the knowledge of the essential elements which govern
consumption decisions.
These, again, are rules which are designed to provide services to
businesses, with the dual aim of i) facilitating trade and accelerating
negotiations, in order to avoid disputes between operators and to guarantee the
market players that the services are not supplied under discriminatory
conditions, and ii) reducing production costs and minimising the administrative
burden which weighs on production activities. Alongside these activities, register
functions must also be carried out, first and foremost the Register of
communications operators and the System Economic Information Note, as well
as monitoring, starting from the radio and television broadcasting sector with in
terms of social/political pluralism, users' guarantees and programming
obligations.
Another type of activity regards the need to set up rules for the best use
of public resources and ensure their efficient use, also in order to foster
investments in infrastructure and promote innovation processes in the
production of digital content and services.
Lastly, part of the work required regards tools which contribute, in a
constantly changing sector, to ensuring information pluralism, to protect the
freedom of expression of every individual, to protect children who are at risk of
watching programmes harmful to their development, to safeguard the rights of
authors and of each individual of the value chain in the digital ecosystem, as
well as to ensure that the communication means are open to all opinions and
political, social, cultural and religious trends.
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Figure 1.27. Regulation macro activities

Source: The Authority

In this context, the acceleration towards full digitalisation of the networks
and services appears to be one of the country's priorities: the National
Broadband Plan of 2011 provides for bridging the first-generation digital divide
by 2013, through co-financing arrangements with Regional Authorities; the Ultra
Broadband Strategic Project intends to carry Italy towards the full achievement
of the objectives of the European Digital Agenda: 30 Mbps for 100% of the
population and 100 Mbps for at least 50% by 2020. In these terms, the
Authority's contribution, in the form of opinions and reports to the institutions
aimed at favouring the implementation of the Digital Agenda over the whole
country, could be significant (see Focus 8).
In conclusion, in the coming months the goals and challenges facing the
regulator are many, and they are ambitious. However, the complexity of the
issues with which this institution must deal seems balanced, from a strictly
procedural viewpoint, by the correct and effective exercise of regulatory activity.
On the one hand, said activity can be carried out with the support offered by the
analysis of the impact of regulation, the purpose of which is to provide an
assessment of the costs and benefits of the different regulatory options,
identifying the option that results in the greatest net benefit for the community,
consistent with the provisions and internal regulations from Europe. On the
other hand, the Authority's action is based on the principles and institutions of
participation in administrative proceedings, in order to involve the largest
number of stakeholders, and it therefore represents the different interests
involved in each case, in accordance with the principles of speed, transparency
and joint nature of the administrative decision.
In the light of what has been shown, it can be concluded that the policy
makers' action is therefore wholly oriented towards the future, in as much as
aimed at influencing a number of services, connected to each other by the fact
that they are intended, in equal measure, to be carried by digital highways.
However, the regulatory scenario in which the Authority's action is carried out
today appears to be extremely varied and complex, given the difficulty of
identifying regulatory options which are flexible and adaptable to the fluctuating
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technological context. In any case, the segments of electronic communications,
audiovisual media services, publishing and postal services are the subject of
constant attention on the part of the European institutions and the national
parliament, a fact which reflects the close link between the regulator's action
and that of the policy-maker in the common awareness of the important
contribution that information technologies make to economic growth and the
overall welfare of the digital society.
Focus 8 - The European Digital Agenda
The action of national policy makers described so far is fully in line with the initiatives
promoted by the European Union. As is known, in fact, in 2010 the European Commission
presented a Communication "A Digital Agenda for Europe" (COM (2010) 245, followed by
the package of measures for the implementation of the September 2010 Agenda) which,
among other things, aims to guarantee all European citizens access to broadband (basic
for 2013 and fast for 2020), to encourage public and private investments for the
development of electronic communications and, therefore, to achieve a single digital
market for access to online services and content.
According to the Commission, fast networks play an important role in the current
economic situation, as they stimulate a virtuous circle, developing services that require
increasing bandwidth capacity and, therefore, favouring users' demand for connectivity,
which in turn will act as an additional stimulus to the development of broadband and the
growth of employment.
Thus, over the last year, the Commission intervened on numerous occasions on the topic,
focusing its attention on the definition of additional measures to improve the level of
development of the network and digital services, which are considered objectives of
strategic economic and social interest. On 18 December 2012, the European Commission
therefore indicated seven priorities for the digital economy and society (COM (2012)
784), including the creation of a new stable regulatory environment for broadband, for
new infrastructure, for digital public services, and for the preparation of an EU strategy in
the field of computer security. They represent a series of objectives of a programmatic
nature, in order to illustrate the main guidelines to lead the Member States towards
sustainable and competitive "digital growth", thus aimed at encouraging investments,
streamlining rules and fostering faster decisions.
In particular, in order to monitor the level of progress registered in the individual Member
States, in May 2012 the European Commission published an annual scoreboard, intended
to illustrate the progress achieved by the States in their pursuit of the objectives set for
the European Digital Agenda. In particular, the Digital Agenda Scoreboard monitors a
series of indicators in terms of performance (reference period: June 2011 - May 2012)
and records the developments of the Member States with regard to the set objectives, the
state of the market and any critical elements. As can be seen from the report, the
potential resulting from the development of new technologies seems to be compromised
by a number of shortcomings, particularly the lack of ICT skills on the part of the
European workforce, a limited use of electronic commerce by SMEs, an attitude to
investment in research which is lower than those of competitors, and excessive tariffs for
mobile roaming.
Italy's performance in respect of the goals set by the European Digital Agenda have been
recorded in the Digital Agenda Scoreboard 2012: the trends that characterise the Italian
scenario are highlighted in par. 2.2 (cf. Focus 9).
In conclusion, the recent actions promoted by the European Commission converge toward
a single objective, namely the development of a Single Digital Market in the EU area,
since the existence of barriers caused by the diversity of the regulatory systems hampers
the free movement of services and content between the borders of the individual Member
States, and therefore hinders digital growth. Therefore, in the coming months, the
Commission will set out new measures to modify the common framework, whose
principles include, inter alia, the prevention of abuse during electronic transactions, the
adoption of common systems for the protection of copyright online and the issue of
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certificates authorising spectrum use, as well the resolution of any disputes by methods
which are quick and simple to put into practice. In order to complete the policy actions
outlined in the course of this three-year period, in the coming months the Commissions
will therefore focus on the adoption of a plan devoted to the completion of the Single
Digital Market within 2015, containing a road map with concrete measures, addressed to
the individual national regulators.

1.8. The new regulations
In the period of reference, the following regulatory measures have been
introduced at national level, in the areas of interest to the Authority.
In the audiovisual sector, significant changes regard the subject of child
protection, the obligations of investment in European works, and the imposition
of sanctions for breach of the relevant provisions in the field of radio and
television broadcasting. The reference is to legislative decree no. 120 of 28 June
2012 on "Amendments and additions to legislative decree no. 44 of 15 March
2010 for the implementation of Directive 2007/65/EC on the coordination of
certain provisions laid down by law, regulations or administrative provisions in
the Member States concerning the pursuit of television broadcasting activities."
The legislator has thus introduced more rigorous regulation for the
protection of child viewers by replacing article 34 of legislative decree no. 177 of
2005 (TUSMAR), limiting the possibility of transmission of content which is
potentially harmful to the physical, "mental" or moral development of minors
only to providers of on-demand audiovisual media services and providing these
use methods "such as to exclude minors from coming into contact with these
services." Also, regarding the amended paragraph 1 of art. 34, the Authority
must establish the criteria to be met by service providers so that programming
complies with the ban on the broadcasting of programmes which are seriously
harmful to children's development. The same provision of law also introduces, in
paragraph 3, an absolute ban on the transmission of films which, for projection
or representation in public, have been denied clearance or which are prohibited
to persons under the age of eighteen, thereby removing the previous time
bracket between 11 p.m. and 7 a.m. The start of the time bracket when films
unsuitable for children under 14 years can be broadcast has also been changed
to 11 p.m.
Another important change introduced by the legislative decree in question
concerns the obligation to invest in European content, with particular reference,
as far as the Authority is concerned, to the control procedure. In addition, the
Authority will issue rules for defining the criteria for assessing applications for
exemption and it will define the procedures and criteria for verifying compliance
with the investment obligations.
Lastly, the introduction of penalties for violation of the relevant provisions
in the field of broadcasting, pursuant to art. 51 of TUSMAR, is also important.
With this rule, in fact, the legislator has extended the benefit of the reduction by
a tenth - contemplated by paragraph 5 of the same article - of the sanctions
imposed on local broadcasters for breach of the obligations relative to
programming, advertising and broadcast content - including sanctions imposed
on local broadcasters under article 1, paragraph 31, of law no. 249 of 31 July
1997, articles 97 and 98 of legislative decree no. 259 of 1 August 2003, article
5, paragraph 8, of legislative decree no. 9 of 9 January 2008, and under article
1, paragraphs 10, 11 and 12, of law no. 220 of 13 December 2010.
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Audiovisual
services

Lastly, there are innovations relative to film trailers, as cited in article.
paragraph 12, of TUSMAR, which the remedial decree has described
"promotional or presentation films sequences." As a result there are
remaining doubts about their exclusion from the definition of advertising
therefore, from the rules and relative limits.
Unfair trading

38,
as
no
or,

Decree law no. 63 of 18 May 2012, converted with amendments into law
no. 103 of 16 July 2012, has introduced provisions on unfair business practices.
In particular, art. 23, paragraph 12-quinquiesdecies, introduced during
conversion, adapting the wording of article 27, paragraphs 9 and 12, of
legislative decree no. 206 of 6 September 2005, on unfair trade practice, states
that: "The maximum amount of the penalties contemplated by article 27,
paragraphs 9 and 12 of legislative decree no. 206 of 6 September 2005, on
unfair trade practice, which the Antitrust Authority must ascertain and punish,
excluding only cases in which unfair trade practices are in place in sectors whose
regulation derives from EU law, aimed at consumer protection, assigned to other
authorities endowed with powers to inhibit or sanction, and only regarding the
regulated aspects, is increased to Euro 5,000,000."
Although on the one hand the modification confirms the Antitrust
Authority's competence to ascertain and punish such practices, on the other it
reflects the principles expressed by the Council of State at the Plenary Meetings
on 11 May 2012, nos. 11, 12, 13, 15 and 16, explicitly excluding from antitrust
jurisdiction "cases where unfair trade practices are in place in sectors which are
disciplined by a regulation derived from EU law, with the aim of consumer
protection, entrusted to other authorities endowed with powers to inhibit or
sanction and limited to the regulated aspects."

Digital
publishing

The above-mentioned decree law no. 63 of 18 May 2012, converted with
amendments into law no. 103 of 16 July 2012, has also introduced urgent
measures concerning the reorganisation of the contributions to the publishing
companies as well as sales of newspapers and magazines and institutional
advertising. This legislative measure is bound to have a significant impact on the
Authority's institutional activity, since it also introduced certain innovations on
integrated communications system (hereinafter ICS, for brevity) and the
communications operators register (hereinafter COR).
On the one hand, in fact, article 43, paragraph 10, of TUSMAR has been
modified, including "advertising online and on the various platforms also in
direct forms, including the resources obtained by search engines, social
platforms and sharing" among the ICS items on which to calculate the antitrust
ceiling of 20% of total revenues (a limit aimed at preventing the formation of
dominant positions in the single markets of ICS). In this context, article 1,
paragraph 6, letter a), number 5) of law no. 249 of 31 July 1997 has also been
amended, which requires the explicit reference to advertising agencies "on the
web and other fixed or mobile digital platforms", for those obliged to enrol on
the COR. On the other hand, COR registration is not required for magazines
produced solely in electronic format and distributed solely via computer or
online, whose publishers have not applied for benefits, contributions or public
subsidies and whose annual revenues from publishing activities do not exceed
Euro 100,000.
In the reporting period, several measures were also issued to reduce the
limit of public spending, some of which involved the independent authorities.
Decree law no. 52 of 7 May 2012, converted into law, with amendments,
by art. 1, paragraph 1, of law no. 94 of 6 July 2012, entitled "Urgent measures
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for public spending rationalisation," has attributed to the Prime Minister the
power to appoint a special commissioner with the task of defining the level of
spending for purchases of goods and services of public authorities, which also
regards the independent authorities. The same provision also recognises that
each administration has the power to identify, among the staff in service, and
without additional remuneration, a manager for the public spending
rationalisation referred to in this decree.
Decree law no. 95 of 6 July 2012 on "Urgent provisions for the review of
public spending with non-variance of services to citizens", converted with
amendments into law no. 135 of 7 August 2012, entirely dedicated to the
introduction of measures to curb public spending, is also of significant impact. In
particular, with reference to the independent administrative authorities,
measures are contemplated for the rationalisation of public assets and the
reduction of rental costs paid and, more broadly, the general reduction of
expenditure. Art. 5, paragraph 7, of law no. 44 of 28 April 2012 also pursues the
same purpose of limiting public spending.
Lastly, the measures introduced by law no. 228 of 24 December 2012,
"Provisions for the preparation of the annual and long term financial statements
of the State (Stability Law 2013)" are also worth noting. The said law partially
extends, for the three-year term 2013-2015, the obligation to transfer a portion
of the funds derived from the "self-financing" system of the Authority to other
independent authorities (article 1, paragraph 136). More specifically, the law in
question lays down containment measures: on property rental and purchase
(art. 1, paragraph 138); on expenditure for the purchase of furniture and
fixtures (paragraph 141); and on the conferment of consultancy mandates in the
information field (paragraph 146).
Finally, confirming the trend to reduce state allocations in favour of the
independent authorities, the said 2013 Stability Law (Table C) does not
contemplate any allocation to the Authority.
Legislative decree no. 33 of 14 March 2013 is also worthy of mention,
introducing important provisions for the reform of the rules concerning the
obligations of publicity, transparency and the disclosure of information on the
part of public administrations.
In particular, in achieving these fundamental principles of public
transparency, pursuant to the decree in question, the independent authorities
competent for assurance, supervision and regulation must provide for the
implementation of the provisions of the laws in force on transparency according
to the indications of their respective systems (Article. 11, paragraph 3).
A selection of the regulatory initiatives taken at European
international level, explained in this chapter, is given below (Table 1.9).
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Table 1.9. Reports and public consultations of the European and international
institutions (2012-2013)
Author
RSPG
EC
Eur. Parl.
BEREC
EC
EC
Eur. Parl.
OFCOM
OFCOM
BEREC
EC
CEPT
BEREC
ITU-T
Eur. Parl.
Eur.
Council
EC
BEREC
EC
OECD
EC
Eur. Parl.
OECD

Document title
Strategic Challenges facing Europe in addressing the Growing
Spectrum Demand for Wireless Broadband (draft)
Proposal for a Directive of the European Parliament and of the
Council concerning measures to ensure a high level of network
and information security across the Union, COM(2013) 48 final
Decision of the European Parliament and of the Council
establishing a long-term radio spectrum policy programme
(report)
A view of traffic management and other practices resulting in
restrictions to the open Internet in Europe (report)
First report of the Commission to the European Parliament, the
Council and the European Regions Economic and Social Committee
on the application of the directive 2010/13/EU, COM/(2012/)0203
final (report).
Digital Agenda Scoreboard 2012
Regulation of the European Parliament and of the Council on
roaming on public mobile communications networks within the
Union (report)
Report on measuring media plurality (report)
Communications Market Report 2012 (report)
Online public consultation on "specific aspects of transparency,
traffic management and switching in an Open Internet"
First Report on the Application of Articles 13, 16 and 17 of
Directive 2010/13/EU for the period 2009-2010. Promotion of
European works in EU scheduled and on-demand audiovisual
media services, COM(2012) 522 final (report)
Improving Spectrum Efficiency in the SRD bands (report)
Common position on best practice in remedies on the market for
wholesale (physical) network infrastructure access (including
shared or fully unbundled access) at a fixed location imposed as a
consequence of a position of significant market power in the
relevant market (report)
GSR 12 Working paper, Net neutrality: A regulatory perspective
European Parliament resolution of November 2012 on the
protection of minors in the digital world (resolution).
Council conclusions on the European strategy for a better Internet
for children (conclusions)
Decision on the harmonisation of the frequency bands 1920-1980
MHz and 2110-2170 MHz for terrestrial systems capable of
providing electronic communications services in the Union (report)
Report on the BEREC public consultations on net neutrality BoR
(12) 139
Consistent non-discrimination obligations and costing
methodologies to promote competition and enhance the
broadband investment environment (draft)
Working Party on Communication Infrastructures and Services
Policy - The development and diffusion of digital content
EU Guidelines for the application of state aid rules in relation to
the rapid deployment of broadband networks (report)
LIBE, High level group on media freedom to the European
Commission and to the Civil Liberties, A free and pluralistic media
to sustain European democracy (draft)
Empowering and Protecting Consumers in the Internet Economy,
OECD Digital Economy Papers, No. 216

74

Date
February 2012
February 2012
March 2012
May 2012
May 2012
June 2012
June 2012
June 2012
July 2012
July 2012
September 2012
September 2012
October 2012
October 2012
November 2012
November 2012
November 2012
November 2012
December 2012
December 2012
January 2013
January 2013
January 2013

BEREC
ITU-T
BEREC
OECD
ISOC
UNESCO

Brief Note on the European Commission’s Draft Recommendation
on implementing universal service for digital society
Competition and regulation in a converged broadband world
Opinion on the Commission draft Recommendation on nondiscrimination and costing methodologies (report)
The Relationship between Local Content, Internet Development
and Access Prices, No. 217,

January 2013
February 2013
March 2013
March 2013

Preparing for a Fully Converged Audiovisual World: Growth,
April 2013
Creation and Values
EC
Digital Agenda Scoreboard 2013
June 2013
Key: BEREC – Body of European Regulators for Electronic Communications; EC – European
Commission; CEPT - Conférence européenne des administrations des postes et des
télécommunications; Eur. Council – European Council; ISOC - Internet Society; ITU-T –
International Telecommunication Union – Telecommunication standardization Bureau;
OECD - Organisation for Economic Co-operation and Development; Eur. Parl. - European
Parliament; RSPG - Radio Spectrum Policy Group; UNESCO – United Nations Educational,
Scientific and Cultural Organization.
EC
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