b tion and a free and open marketplace are
allatstakein this fight” he sard:

Such self-styled defenders of the mn-
remnet fiké to portray the net-neutrality de-
bate as a fight to stop evil telecomns firms
messing with freedom and innovation.
The mﬂfllyls mther more complicated For
astart, the internetisnot, infact, neufral to-
day, ¥ast broadband connections already
costmore than slower ones, forconsumers
and businesses alike. As well as buying
fast pipes and building huge “server
farms", big companies such as Google and
eBay alsa pay extra for specialist “confent
delivery” services; such as Akamai, to
make their websites download even

faster. None of this has hamperedinnovar

tion orhuzt smail _

 Risalso mther odd to see internet activ-
ists, who are generally suspicious of gav-
emment intervention, calling for reguta-
tors to step in and pass new laws in the
name of freedom. Laws mandating net
newrality coutd, infact, do a great deal of
harm. Ensuring “neuteality™ gould require
regulators to interpose themselves in all
kinds of agreements between natwork op-
erators, confent providers and consumers.
Content-delivery services, such as Ala-
mai's, might suddenly become illegal
Strict rules could also hinder the develog-
ment of new services thal depend on be-
ing able to distinguish hetween different
types of waffic. And it does make sense,
after-all, to be able 1o prioritise welephony
and video traffic over e-mails.“We are talk-
ing about some people getting a betrerser-
vice if they are prepared 16 pay foril,” says
Forrester's Mt Godell.

By dzessin the netneutrality de-
bate asa l‘:gﬂlﬁg I:I: oan;e.ftéedo%
ever, Google, eBay and other big interne
firms have cleverly diverted attention from
an {npleasant truth, ‘As telecoms firms
around the world upgrade theirnetworks,
there are two ways in which they can re-
coup the money. They can simply chamge
sitbscribérs more; or they tan pursue new
husiness models in ‘which big mtemet
firms and other content-providers pick up
some of the bill too. _

Butthe idea that big firms such as Gao-
gle ought (o contribue in-some way ©
these costs “has been moundly preeted asif
itis a threat to basic libertiés," notes Craig
Moffent, an analyst at Sanford Bernstein in
New York. Despite their howls at the idea
of paying for such services a5 packet priori-
tisation, he says, it would i faci be the big
internet companies thar would benefit
most from the new business models that
such premivm services might unlock

In the name of consumer choice

That does not mean that big telecoms firms
should be allowed to Interfere with access
w sttes that do no1 pay them. But Mr Whi-
tagze insists that ke has no plans to do so.
“We're not going to block. we're not going
to interfere with what's out there today,"
he says. Instead, the idea is 1o charge exira
for additional services: "The other way,
consumers are all lodked into oné calibre

of service, but consumersshould be free to

¢hoose what they wan{," he explains. Noi
everyone believes him, of course. But so

far there is oo evidence that AT&T or Veri-
zon have tied 1o block sites or demand

tansoms. And if they do, regulators will be
able to take action under existing antitrust
laws—there is no need for a new net-neu:
ality law,

‘Eveni so, the arguments of the past few
months have served a useful purpose,
“The public reaction has zlready been as
powerful and effective as any law,” says
Timothy Wu, a professor at Columbia Law
School who Is credited with coming the
term “neét neutrality”. The debate has put
the telecoms companies on potice lﬁal
ch_edy are peing watched closely, he says,
and has forced them 16 make public
pledges not to block or degrade access,
“Shame can have more power than litiga-
tog," says Mr Wi, “The miarket and con-
sumers can control bad practices, but con-
sumers actually have ta be aware of what
isgoingon for that to happer.”

The telecoms firms coutd even find that
the - boot s on the acther foot, says Mr
Odlyzko of the University of Minnesota.
Referring to companies sich as AT8T and
Vesizon, he asks: “Whar makes them thmk
that they are going to charge Gaogle, asop-
posed to Google charging them?” Cable
companies, he paints out, have to pay for
the television shows and (ilms they deliver
over their networks.

Cleatly convergénce réquires new or
updated rules In some areas and the en-
forcement of existiog rules in others. But
overall, by pitching companies in previ-
ously distingt industfies agains! each
other, convergence will result in more vig-
orous competition. That should allow
marketIorces, tather than regulators, to de-
termunethe bestshape fortheindustry. |

W‘HO is dght ahoul convergence, the
'Y hoosters or the sceptics? The. truth
probably lies somewhere in the middle.
Operalors have high hopes that conver-
gence will openup valuable new mar

but that seems unlikely. Voice-data corwver
pence can cutoperating costs, but the same
vorr technology is also eroding revenues
from traditional fixed-line telephony, and
new revenues from broadband will notfill
the gap. Fixed-mobile convergence may
helpoperators to hold on to customers, but
will novproduce much, if anything, in the
way of new revenue. And the prospects of

telecorns firms making money from televi-
sion also look din, because they will have
to Jure customars away foom other televi-
sion providersand investheavily.

Yei that is not to say thatielecoms firms
should keep clear of convergence. it might
still be the best way for them 1o cut costs,
fend off competitors, retmin customersand
mininuise their losses from declining fixed

- line voice revenues—not least because

everyone else will be'doing it. They may
have pverstated the money-making poten:
tial of convengence, but there are probabiy
good reasons 1o pursue it anyway. nol

least greater operating efficiency and

lower running costs.

“It's not & panacea. but it i$ 2 necéssary
step," says Alcatel's Mr Alwan. "It doesn’t
fix everythngrightaway—it's a multi-yeas,
multi-step, complex project that will ulti-

-mately deliver a better infrastricture with

whith to lower costs and improve ser-
vices." AT8T's onvergence project, Light-
speeid, forexample, is not heing doven by a
mania for technology for the sake of i,
says Mr Alwan, but “because there’s a sen-
ous threal (o voice revenues from triple-
play bundles from cable companies.”



