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Growing convergence and globaliz-
ation in the communications sector
towards a changed societal communica-
tions system, which can be described
as mediamatics' (media, telematics),
poses far-reaching challenges to policy
makers worldwide. This article provides
an overview of convergence strategies
in Europe, puts it in the context of
related initiatives, and highlights the
partially hidden power politics of con-
vergence, which, alongside arguments
on the functional level, forms a crucial
factor in national and supranational de-
velopments. © 1998 Elsevier Science
Ltd. All rights reserved.
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Coping with convergence and

globalization

Michael Latzer

Pressure for change

From a historical-analytical per-
spective, the electronic communica-
tions sector emerged subdivided
into telecommunications and broad-
casting (electronic mass media).
The differences between these sub-
sectors regarding technical and
communication structures, societal
functions and political manage-
ments far outweighed the com-
monalities.? This traditional setting
is now being changed by the con-
vergence trend, which is linked with
growing computerization in elec-
tronic communications, and results
in the blurring of traditional
boundaries. Analytically, the con-
vergence trend can be subdivided
into two steps (see Figure 1).

(1) the convergence of telecommu-
nications with computers (in-
formatics) toward telematics,?
and
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(2) the convergence of electronic
mass media (broadcasting) with
telematics toward mediamatics.*

Digital technology, first estab-
lished in the computer sector, can
be regarded as the major link be-
tween the diverse subsectors of
communications. It provides a
common basis allowing cross-sub-
sectoral combinations, mixes and
substitutions for the contents, distri-
bution channels and equipment.
However, despite the focus of this
article, convergence is not limited to
the subsectors shown in Figure 1.
Other branches, e.g. publishers, home-
electronics companies and the soft-
ware industry, are involved as well.

The growing realization of the
first convergence step toward telem-
atics by policy makers in the late
1970s and its changed economics
resulted in a major political push
for the liberalization of telecommu-
nications markets, and has become
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Figure 1. Convergence steps in elec-
tronic communications.
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the central topic of EU telecommu-
nications policy over the past decade.

The current convergence debate
focuses on the second convergence
step, toward mediamatics. On
a technical and corporate level, it
had already started in the 1980s
and is now—with the usual time lag
between technical/corporate and
policy/regulatory changes—consi-
dered to be one of the major policy
challenges for the coming years. To
put it differently, we are currently
within the time lag between a cogni-
tive and an institutional paradigm
shift: First, growing awareness of
convergence leads only to a cogni-
tive paradigm shift. Eventually, this
results in an institutional paradigm
shift in politics—understood as
change of the dominant pattern in
the way the communications sector
is treated politically.

With the publication of the
“Green paper on the convergence
of the telecommunications, media
and information technology sectors,
and the implications for regula-
tion”> (COM 97, 623) in December
1997, the European Commission
put the convergence topic at top of
the EU communications policy
agenda. A Europe-wide consulta-
tion process was launched on the
appropriate regulation of the con-
vergent communications sector and
based on comments from the mem-
ber states. The debate is intended to
result in an action plan towards the

end of 1998. In Europe, this Green
Paper can be seen as the major
means of seeking a harmonized
strategy with respect to conver-
gence. Crucial incentives for regula-
tory change in the European Union
come from two sources:

e First, there are diverse, growing
convergence problems. New servi-
ces no longer fit traditional cat-
egories, leading to unintended
overlaps of the traditionally
neatly divided fields of media
and telecommunications policy.
The resulting arbitrariness and
interest-driven categorization is
contentious as it combines with
different regulations producing
different preconditions for mar-
ket development, caused—inter
alia—by different market entry
and content regulations. Exam-
ples are diverse internet-based
services, teleshopping and video-
on-demand. Moreover, almost
all new and emerging services
will be affected, leading to grow-
ing legal insecurity, growing in-
vestment risks, hampering the
rapid development of the media-
matics markets.

e Second, with growing globaliz-
ation being characteristic of me-
diamatics, pressure for change
results from the triadic competi-
tion for the future mediamatics
markets between the US, Japan
and Europe. In particular because
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of the developments in the US,
the EU feels forced to act. The
EU finds itself behind not
only regarding the diffusion of
internet services and the develop-
ment of electronic commerce in
general, but also regarding the
realization of future-oriented
regulatory reforms. Until now
the US has followed the most
progressive regulatory policy re-
garding convergence. US activ-
ities point in the direction of
integration. Earlier plans to
introduce its own regulatory
chapter for converging services
have finally been rejected. The
US Telecommunications Act of
1996 embraces telecommunica-
tions, broadcasting and the so-
called ‘new media’ and reduces
cross-media and line-of-business
regulations. Only the intention
to harmonize content regulation
by extending it to (individual)
communication via the Internet
and other interactive computer
services in the Communications
Decency Act of 1996 had to be
withdrawn, because of heavy op-
position by the Internet commun-
ity and respective court decisions.
A hands-off strategy has officially
been proclaimed as regards the
regulation of the Internet. How-
ever, there is intense policy activ-
ity by a range of federal institu-
tions seeking to cope with issues
from privacy to intellectual prop-
erty rights. Altogether, there is
a similar situation within the triad
as there was earlier with liberal-
ization and Information Infras-
tructure Initiatives. The US activ-
ities are a major driving force and
orientation for comparable strat-
egies in Europe and Japan.®

Role and strategy of the
European Union

Starting in the 1980s, the European
Union has been working persis-
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tently on its special status in Euro-
pean communications policy. To-
day, its influence and importance is
not limited to member states, as the
liberalization of telecommunica-
tions in Europe has made clear. For
diverse reasons, other European
countries have followed its recom-
mendations and directives volunt-
arily. Several states, especially
eastern European countries, are
seeking EU membership. Others,
like Switzerland, do not want to
jeopardize their excellent business
relations with EU member states.
Altogether, this makes the commun-
ications policy of the EU the single
most prominent strategy in Europe.

However, convergence and glo-
balization issues are in the process
of changing the structure and focus
of the communications policy of the
European Union. Until now, the
neatly separated telecommunications
and media (audiovisual) policies have
concentrated on the harmonized lib-
eralization of telecommunications
markets and on public interest issues,
and the protection and promotion of
the European audiovisual industry
derived from this.

European telecommunications
policy started comparatively late,
triggered by developments in the
USA, in particular by the divesti-
ture of AT&T in 1984, and by early
liberalization efforts in the United
Kingdom. After a ‘Council Recom-
mendation concerning the imple-
menation of harmonization in the
field of telecommunications’ (84/
S49/EEC), the ‘Green Paper on the
Development of the Common Mar-
ket for Telecommunications Servi-
ces and Equipment’ (COM 87, 290)
initiated the official liberalization
procedure and was followed by
a series of detailed guidelines which
then had to be transferred into
national law by the member states.
This  harmonized step-by-step
liberalization strategy proved suc-
cessful and peaked in full market
liberalization starting 1998. The
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European Commission positioned
itself as a major player in European
and global telecommunications
policy. Within Europe, it pushed
regulatory reforms in countries, e.g.
in Austria, which otherwise—for
various reasons—would not have
happened to such an extent or in
this time frame.” However, with the
successful opening of markets, EU
intervention has not stopped but
has changed its focus. Interconnec-
tion and interoperability regula-
tions are being introduced to foster
effective competition. Alongside
liberalization issues, public interest
objectives are being followed in
telecommunications as well, aiming
at a harmonized strategy for uni-
versal services, consumer protec-
tion and privacy.

Liberalization in the audiovisual
sector happened at the same time as
that in telecommunications, but
with much less influence and coord-
ination by the EU. In this even
more politically sensitive and in-
fluenced subsector of communica-
tions, the EU has traditionally
focused on public interest issues
and on the free circulation of servi-
ces on the principle of subsidiarity.
The major EU instrument in the
audiovisual sector is the 1989 ‘Tele-
vision Without Frontiers Directive’
(89/552/EEC), amended in 1997
(97/36/EC), which coordinates na-
tional audiovisual policies regard-
ing advertisements, teleshopping
and-—most contentious—the pro-
motion of European programmes
through quota regulations. Copy-
right and conditional access
issues have been two other priority
items on the European agenda for
a harmonized regulatory frame-
work for a common audiovisual
market. For example, the frame-
work for conditional access to
digital television services broadcast
is laid down in article 4 of the ‘Di-
rective on the use of standards for
the transmission of television sig-
nals’ (95/47/EC).

In the European publishing sec-
tor, the basic goals being followed
are similar to those in the audio-
visual sector. However, in this
segment of the media market self-
regulatory bodies prevail.

The convergence issue can be
considered as more complex than
liberalization, as EU Commissioner
Bangemann stated in a speech in
Venice last November®, The pecu-
liarity of this area stems from the
fact that it necessarily blurs long
established and respected border-
lines between European telecom-
munications and media policies.

As in the rest of the world, three
distinct regulatory models for tele-
communications, broadcasting and
print have traditionally been ap-
plied.® For telecommunications,
the common-carrier model has
been adapted from the mail and
railway system. For broadcasting
and print, specific models have
been created. The major differences
lie in the content and the market-
access regulations. With diversity
and freedom of publication as cen-
tral policy goals, the print model
has experienced far fewer restric-
tions than telecommunications and
broadcasting, where market access
(telecommunications and broad-
casting) and content (broadcasting)
are traditionally tightly regulated.
In Figure 2, the classical common
patterns and, at the same time, the
major differences in the regulation
of broadcasting and telecommuni-
cations are summarized.

The information technology sec-
tor, which can be considered as the
link between telecommunications
and the media sector in the conver-
gence process, has no tradition of
sector-specific regulation. At the
EU level most notably, the general
competition rules of the European
Union apply.

The above-mentioned complex-
ity of convergence policies and re-
forms stems from the fact that, in
accordance with these differing
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Three classical regulatory models in communications

Print Common Carrier Broadcasting
(telecommunications)}
Infrastructure Regulation |  None High High
Content Regulation None None High
Sender access Open (1) Open Closed
Receiver access Open Closed (2) Open

(1) Open in principle, but there are economic entry barriers.

(2) Differing from print and broadcasting, reception is only for selected addressees, (Telephone privacy)
Source: Adapted from Windhal, S. and McQuail, D., Communication Models, Longman, second edition,
London, 1993, 211; based on Pool op cit Ref 9.

Figure 2. Three classical regulatory models in communications.

“Exceptions are the USA, Canada,
Switzerland and Japan.

models, separate regulatory agen-
cies'® have been established for
telecommunications and broad-
casting in most countries, different
norms have been adopted, different
authorities are responsible and the
policy fields are dealt with in differ-
ent parliamentary committees. Fur-
thermore, direct political influence
in these subsectors varies as well. It
was strongly reduced in telecom-
munications during liberalization,
but is still very strong in media
matters. Altogether, we have en-
trenched organizations which now
fear and fight any loss of power
resulting from an overall reform.
The European Union itself is no
exception to the structures de-
scribed above. As in most of its
member states, political responsi-
bilities for the telecommunications
and the audiovisual sector are sep-
arated, the focus of policies varies
and also the extent of centralist in-
tervention. Within the Commis-
sion, telecommunications is part of
the responsibility of DG XIIH
(Telecommunications, Information
Market and Exploitation of
Research) and media are part of the
agenda of DG X (Information,
Communication, Culture, Audio-
visual). In the European Parlia-
ment, telecommunciations matters
are essentially dealt with by the
economic committee and media
issues by the culture committee.

Because of the complexity of the
convergence issue, the policy pro-
cess of the Green Paper on Conver-
gence is regarded as taking longer
than in other cases. Currently,
a five-year period is scheduled,
which is considerably longer than
was the case with green papers on
topics like satellite communications
(COM 90, 490), mobile and per-
sonal communication (COM 94,
145), cable television networks
(COM 94, 440 and 682) or encryp-
ted services (COM 96, 76).

The Green Paper on Conver-
gence is formulated in a cautious
mannet. Issues are analysed but it
consciously avoids reaching con-
clusions. A lot of questions are
posed for public comment, seeking
answers from governments and es-
pecially from industry. Three basic
options are provided regarding the
future regulatory development.
Characteristic of the cautious ap-
proach, it includes the strategy of
more or less maintaining the status
quo:

e Build on current structures:
Leaves in place the current verti-
cal regulatory structure, sub-
divided into telecommunications
and audiovisual/broadcasting.

e Develop a separate regulatory
model for new activities, to co-
exisit with telecommunications
and broadcasting regulation.
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e Progressively introduce a new
regulatory model to cover the
whole range of existing and new
services,'!

Even before the end of the five
month consultation period in April
1998, there has already reportedly
been a strong response to the Green
Paper from the member states.
National discussions on the conver-
gence issue have been launched in
nearly all the member states.

The Green Paper was jointly
proposed by commissioners Martin
Bangemann (DG XIII) and Mar-
celino Oreja (DG X). However,
within the common strategy on the
convergence issue, DG XIII is the
major driving force for reforms,
whereas DG X is rather reserved
and more prone to maintain the
status quo. The reasons are that, for
the audiovisual sector, the policy of
the Commission might change
drastically, as broadcasting is in-
creasingly being treated as an eco-
nomic rather than a cultural good.
This implies that more and more
strategies and policy instruments
originally developed for telecom-
munications will be applied. Alto-
gether, the centralist influence of
the EU may increase and its ori-
entation is likely to change. The
outcome of current reforms has to
be seen in this perspective as well.
The decision between the basic pol-
icy options listed above is greatly
influenced by the anticipated
power-political consequences of
these strategies.

Embedded in information
society strategy

The subtitle of the Green Paper,
‘Towards an Information Society
Approach’, already points to the
fact that the whole convergence
topic is embedded within the Euro-
pean Information Society Initiat-
ives. Hence, the Green Paper on

Convergence should be analysed as
part of this overall strategy
which—inter alia—aims at job
creation, economic growth and
consumer choice. It should, in par-
ticular, be understood in combina-
tion with initiatives to encourage
the growth of electronic commerce.
The Communication on ‘A Euro-
pean Inititiave in Electronic Com-
merce’ (Com 97, 157) was published
in 1997. Again, it has to be analysed
in combination with US President
Clinton’s 1997 ‘Framework for
Global Electronic Commerce’?
and also as a reaction to the fact
that ‘At this stage, the US has built
a substantial lead over Europe’.!?
The creation of a favourable regula-
tory framework is an essential part
of this initiative and includes the
aim of building an adequate frame-
work for convergent markets. Fur-
thermore, solutions are being sought
regarding encryption, digital signa-
ture and electronic payments.
A Communication from the Com-
mission entitled ‘Ensuring Security
and Trust in Electronic Commun-
ication’ (COM 97, 503) lays out the
policy challenge of digital signa-
tures and encryption. According to
the timeframe laid down in this
Communication, proposals for fur-
ther action, e.g. a directive on
digital signatures, is planned for the
second quarter of 1998, and by the
year 2000 a common framework for
cryptography will be put in place
throughout the Union.'*

Finally, the Green Paper on
Convergence is considered as major
input for the upcoming review of
the EU telecommunications policy
in 1999.

Combined with Globalization

The global nature of developments
is acknowledged both in the initiat-
ive for Electronic Commerce and in
the Green Paper on Convergence,
where the question of the need of
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further action at international level
in the light of convergence is ex-
plicitly posed (chapter 1V.5). So far,
there have been differing degrees of
cooperation between the major
players at the international level,
such as the OECD, ITU, WTO and
WIPO, focusing on convergence
and globalization problems as well.

At the International Level

However, in a speech in Venice in
September 1997, Commissioner
Bangemann had already given
a first answer regarding the necess-
ity of further international activ-
ities, when he argued the need for
‘An International Charter for Global
Communications’. Policy makers
have to admit that they can no lon-
ger act independently of each other.
In particular, Bangemann sees the
need for an international frame-
work going beyond the EU to
expand the Internet, to establish
a virtual space for business, a vir-
tual legal space and a virtual space
for learning. Furthermore, he is op-
posed to the stance that no regula-
tion other than self-regulation is
needed regarding the Internet. The
new model of regulation is to take
into account convergence, globaliz-
ation, and the nature of the Inter-
net.!3

At the beginning of 1998, on the
joint initiative of Commissioner
Bangemann (DG XIII) and his col-
league Leon Brittain (DG I, Ex-
ternal Relations), the Commission
launched an international debate
by publishing a communication on
‘The Need for Strengthening Inter-
national Coordination’ (COM 98,
50) on how to improve coordina-
tion of world-wide policies affecting
the fast developing global ‘on-line’
economy in general and electronic
commerce in particular. DG X is
not one of the initiators as its inter-
est in further centralized market in-
fluence is very limited. It has to be
borne in mind that the WTO agree-
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ments do not apply for broadcast-
ing either.

In the Communication on Inter-
national Coordination, the idea of
an ‘International Charter’, under-
stood as a legally non-binding
multilateral understanding, is fur-
ther developed. In order to minim-
ize power-political struggles, the
Commission stresses that no inter-
national supervisory authority
would be required under such
a solution. The issues to be tackled
in the Charter range from inter-
operable technical (e.g. domain
name systems) to legal solution (e.g.
tax, jurisdiction, copyright, labour
law, consumer protection, trade-
marks, content). According to the
Commission, such an ‘International
Charter’, which would also coordi-
nate public and private sector inter-
ests, could be adopted by the end of
1999.

At the EU Level

At the EU level, Bangemann fur-
ther argued in his Venice speech
that a ‘Furopean Communications
Act’ and a ‘Single European Regula-
tory Authority for Communications’
might one day prove necessary.!®
This discussion is not totally new.
Some years ago, a supranational
regulatory authority had already
been proposed in the context of the
development toward a Common
Information Area (CIA).'7 How-
ever, the initiative was dropped
after a while and has now returned
as part of the intensified conver-
gence and globalization debate.
Nevertheless, a Common European
Communications Act and a single
regulator for mediamatics are very
sensitive issues in Europe, not so
much because of the question of
whether this would be the best in-
stitutional framework for the devel-
opment of the information society,
but more because of the implied
shift of power between member
states and the EU, and between
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telecommunications and media in-
stitutions. Furthermore, commun-
ications policy is a central part of
the Internal Market strategy and its
current reform debate touches
some core problems of European
integration. What are the basic ob-
jectives of the European Union? Is
further centralization of power
legitimized in general? To what ex-
tent is the European integration
process economically driven by
functional considerations or by the
proclaimed practical necessity of
being globally competitive? To
what extent is integration a generic
political goal of strengthening cen-
tralized power structures in a politi-
cal union?'®

Not surprisingly from a political
science point of view, the powerful
players within the European Com-
munications Policy Network have
different points of view. The Com-
missioner is the one who pushes
most for a single institution, Repre-
sentatives of the Commission are
more reserved. The European Par-
liament argues for more power for
the EU—and in particular for more
power for the Parliament compared
to the Commission. The member
states and the European Coun-
cil—which is dominated by the
single interests of the member
states—are rather more selective re-
garding centralization of power ini-
tiatives. In general, the loss of na-
tional sovereignity and the feared
uneven distribution of economic
advantages caused by suprana-
tional solutions complicate their
political realization.

National Strategies

Despite the above-described world-
wide commonalities of traditional
regulatory models for the subsec-
tors of electronic communication
(see Fig. 2), the detailed institu-
tional settings and hence the scale
of convergence problems vary

widely within the EU member
states. Different starting positions
for regulatory reform not only stem
from different institutional settings
but also from different political cul-
tures in general. Altogether, the
preconditions for the realization of
different policy choices provided in
the Green Paper vary considerably
between individual member states.

Political responsibilities for tele-
communications and the audio-
visual sector are variously split be-
tween federal ministries (e.g. for
telecommunications and terrestrial
broadcasting) and between federal,
state and local authorities (e.g. for
CATYV). For example, this results in
the open question of whose re-
sponsibility the fully integrated
broadband networks will come un-
der. In every country, the list of
organizations already involved in
the regulation of the convergent
mediamatics market is long, and for
transnational activities the list of
involved regulatory organizations
is correspondingly even longer.

Analysis of national policy re-
forms reveals different strategies.
Again, the specific starting posi-
tions have to be borne in mind: for
example, it makes a difference
whether responsibilities for tele-
communications and broadcasting
are split between federal ministries,
as in Austria, or whether they are
split between the federal govern-
ment and the federal states
(Lander), as in Germany. Seen pol-
itically, it can be argued that Ger-
many and Belgium have the most
difficult starting positions for the
realization of a reform that will in-
tegrate and bundle the responsibili-
ties for mediamatics.

Despite some political efforts for
an integrated solution, and despite
arguments from academia, the Ger-
man strategy finally chosen pro-
longs and consolidates separation
of regulatory organizations and pol-
itical responsibilities. Alongside tele-
communications and broadcasting,
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the categories of teleservices (under
federal responsibility) and media
services (the responsibility of the
federal states) have been introduced
for new services. A federal teleservi-
ces law and a media services treaty
between the federal states (Staats-
vertrag) form the legal basis for the
new categories. The proclaimed
political goal of creating legal and
planning certainty for the prospec-
tive mediamatics market does not
seem to be achievable in this way.
Quite the reverse, categorization
problems could intensify, as not
only will there be such problems
between tele- and media services
but also between the new and the
old categories.’® It seems that in
Germany the strategy followed will
be to achieve the integrated ap-
proach, perceived to be necessary,
through extended coordination ef-
forts rather than through organiza-
tional mergers. Altogether, the pol-
itical conflict over responsibilities
between the federal and the federal
state level seems to be the primary
factor in designing the new regula-
tory structure. In this respect, the
current categorization trials some-
how recall the introducion of the
‘value-added services’ category in
the 1980s, which was a result of the
liberalization process. As was the
case then, categorizations are in the
first place based on political consid-
erations and not on objectively sus-
tainable distinctions.

A different strategy was chosen in
Italy by the decision for an integ-
rated Media and Telecommunica-
tion Authority in 1997. In the UK,
where mediamatics regulation is
basically being split between Oftel
(Office of Telecommunications) and
ITC (Independent Television Com-
mission),?® the restructuring of
Oftel into an integrated Ofcom (Of-
fice of Communications) was pro-
posed in order to use growing
synergies between telecomunica-
tions and broadcasting regulation
and is currently under debate. In
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the meantime, a compromise on the
regulation of digital broadcasting
has been found. Oftel regulates the
infrastructure for digital (satellite
and terrestrial) broadcasting in-
cluding the question of conditional
access systems, but not the broad-
cast content. In several other EU
member states similar discussions
on integrating regulatory reforms
have started, however with no vis-
ible solutions so far.

Résume

In reaction to growing convergence
and globalization, some basics of
European communications policy,
¢.g. the traditional separation of
telecommunications and audio-
visual/media regulation, are in
a process of destabilization and
hence in an accelerated state of flux.
Final results of the current debates
are not yet predictable, however,
developments are appearing in out-
line. In Europe, the European
Commission—and in particular
DG XIll—has taken the strategic
lead in this debate, basically with
the publication of the Green Paper
on Convergence and the Commun-
ication on the Need for Strengthen-
ing International Coordination.
The major pressure to act stems
from growing convergence prob-
lems, and in particular, from policy
and market developments in the US.
The current European debate
can be boiled down to the following
basic strategic questions which
need to be decided in order to cre-
ate an appropriate regulatory
framework for mediamatics:

e Incremental or radical change of
the regulatory framework?

e Degree of integration of telecom-
munications and media regulation
on organizational level and on the
level of norms?

e Appropriate mixture of self-regu-
lation and prescriptive regulation?

465



Comment

466

e Sector specific or general regula-
tions?

e Is competition regulation suffi-
cient on its own?

e Appropriate mixture of central,
supranational regulation and regu-
lation by the nation states?

Interviews with policy makers sug-
gest that the awareness of advant-
ages of a specific policy option on
a functional level, e.g. for a radical
change toward an integrated ap-
proach to mediamatics, is not
necessarily the crucial factor for

future policies. The anticipated
power-political consequences of
various options also deserve special
attention. Audiovisual/media regu-
lation, in particular, is confronted
with crucial changes with the grow-
ing dominance of economic over
cultural/political ~ considerations.
However, the starting positions for
regulatory reform vary widely be-
tween the member states, as do the
anticipated gains and losses that
the various reform options hold in
store for the long list of players.



