
G
etting communications policy right is really 
difficult, but the stakes for doing so have  
never been higher. Innovations enabled by 
widespread internet connectivity – both 

mobile and fixed – are widely recognised as 
significant drivers of economic growth. Yet, the pace 
of innovation delivered to customers of network 
infrastructure, especially in the so-called last mile or 
access portion of wireline and wireless networks, 
consistently lags behind the Moore’s Law rate of 
improvement that characterises other parts of the 
communications value chain, including internet-
connected devices such as tablets and smartphones. 

Reaping the full economic and societal bounty of 
the internet requires communications policy that 
encourages robust innovation both in the network 
(ie. within the network infrastructure itself) and  
on the network (ie. what customers do with it). 
Unfortunately, the most common approaches taken 
to communications policy over the past century – 
first emphasising universal coverage, then 
competition – have come up short in this regard.  
At best, innovation has been treated as an  
incidental side effect. At worst, it has been actively 
discouraged. 

In contrast, an ‘innovation-first’ approach could 
produce communications infrastructure that not 
only achieves the more traditional policy goals of 
coverage and competition, but also drives growth 

throughout the 
economy by being 
friendly to all forms 
of innovation. 
Communications 
policymakers who 
wish to make 
innovation their 
primary goal 
should:
l Modernise 
outdated laws and 
rules that have  

the effect of restricting innovation across the 
communications value chain, by using a ‘back to 
basics’ process and modern technological tools to 
determine and address today’s public interest 
concerns 
l Ensure that network operators are presented with 

the right incentives to support innovation, in their 
own networks as well as the devices and services 
that operate over them. 

This article discusses examples of ‘back to basics’ 
processes and tools used by leading regulators 
engaged in the modernisation process. It also 
reviews data points from countries whose 
communications policies have shaped incentives 
towards innovation-friendly networks, and finds 
that these incentives are not only consistent with 
the types of widespread innovation that drive 
economic growth, but also with network operators’ 
financial health.

InnovatIon hasn’t been the prImary Goal
For much of the 20th century, the main focus of 
telecoms policy was to make telephone service 
available to everyone – call it a ‘coverage-primary’ 
approach. Most countries used state ownership to 
finance universal build-out, while the US developed 
an elaborate state-dictated cross-subsidy scheme 
within a rate-regulated monopoly telephone system. 
Monolithic vertical integration was the order of  
the day: typically the same company operated 
communication networks, sold phone services to 
customers, and in many cases, designed and 
manufactured phones and other network 
equipment.

The coverage-primary approach was successful  
at achieving universal telephone service in many 
high-GDP economies, but it failed miserably in  
most lower-GDP markets, where wireline build-out 
remains limited and has typically been eclipsed by 
mobile coverage. Furthermore, in both types of 
market, competition was typically not allowed 
because of its potential to upset cross-subsidisation.

And while telephone companies adopted 
innovations such as automated switching within 
their networks, their prevailing ethos for consumer-
facing innovation was, to paraphrase Henry Ford, 
“any (corded) phone as long as it’s black”. Even 
worse, network operators fought legal battles to 
discourage third-party innovations. Paradoxically, 
these battles were even aimed at innovations that 
helped achieve universal coverage, such as the 
Carterfone radio intended to extend the reach  
of the phone network, wirelessly, across vast  
Texas oil fields.1
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economic growth, create jobs, raise wages and 
improve people’s lives.5

Innovations in communications are particularly 
noteworthy for their role in fostering healthy 
economies and societies. Innovations in network 
infrastructure enable better – for example, faster, 
mobile, or cheaper – connections between and 
among people and things, while innovations in how 
those connections are used can have impact on 
nearly every economic sector and social group.  
The creation and use of application and service 
innovations – such as Skype, Airbnb, Kickstarter and 
Kiva, to name but a few of millions of possibilities – 
grows consumer surplus, lowers transaction costs 
and creates new economic and social value. As new 
FCC chairman, Tom Wheeler, recently put it: “History 
has taught us that the power of the network has 
never been the network itself, but what those 
connections enable. It is the effects of networks that 
redefine economies and reshape individual lives.” 

Given the importance of communications-
enabled innovation, it seems curious that 
stimulating innovative uses of networks, as well as 
the network infrastructure innovations needed to 
enable those uses, should remain at best a side-
effect of communications policy.6

 
chanGes for InnovatIon
How would communications policy need to change 
for innovation to become its primary goal? And, 
could an innovation-first approach also allow 
policymakers to achieve the more traditional goals 
of coverage and competition?

Towards the end of the 20th century, especially  
in developed economies, competition began to 
supplant coverage as the primary goal of 
communications policy. Governments privatised 
their state-owned operators, created independent 
regulators, and enabled competitive entry into 
successively more portions of the communications 
value chain. Over time, policymakers split out 
equipment manufacturing, allowed more services 
(such as fax and data communications) to use the 
network, and lowered barriers to entry in networks, 
by allocating spectrum to multiple mobile 
operators.2  

Predictably, elevating competition above coverage 
has led to gaps in high-speed wired and wireless 
broadband coverage in less populated areas,  
where the economic case is more challenging for 
deployments of next-generation networks. On the 
other hand, the ‘competition-primary’ approach  
has been more effective than its predecessor at 
facilitating consumer-facing innovations, from the 
adoption of cordless phones, data modems, and 
consumer internet access, to the smartphone apps 
and cloud-based services of today. Innovations 
within the network, however, have continued to 
focus primarily on efficiency improvements that 
enable operators to achieve scale economies, 
whether organically or through mergers. 

The ironic result is that marketplace 
consolidation now threatens the ability of the 
‘competition-primary’ approach to deliver on its 
main goal. As an investment research firm recently 
wrote:3

“In the large majority of markets, fixed and mobile 
broadband services are highly concentrated markets. In the 
US, fixed broadband is mostly a two-player market. Mobile 
is also dominated by two players, and, in our view, both 
markets are likely to remain concentrated for the foreseeable 
future. The same is true (with a few exceptions) in most 
Western European countries.”    

Data from the most recent wireless competition 
report issued by the US Federal Communications 
Commission (FCC) confirms that the Herfindahl-
Hirschman Index – a widely used measure of 
market concentration – for the US mobile wireless 
services industry has remained in the ‘highly 
concentrated’ range since 2005.4 

Why InnovatIon?
Given the weaknesses of the coverage- and 
competition-primary approaches, could an 
innovation-first approach provide a stronger 
foundation for communications policy in the  
21st century?

By innovation, we mean novel approaches that 
create value through one of two mechanisms: either 
by improving on something that already exists – 
whether a good, a service, or a process essential to 
the production or delivery of either – or by doing 
something wholly new. The first mechanism 
generates classic productivity improvements, while 
the second spurs the creation of firms and activities 
that generate new forms of value (consider Twitter, 
Wikipedia, or the Khan Academy). Taken together, 
these two mechanisms of innovation drive 
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 Policymakers who wish to make innovation ‘primary’ 
should undertake a ‘back to basics’ process of: 
l Identifying rules that are barriers to innovation
l Clarifying the original public interest values served by 

legacy policies, and determining which values remain 
relevant today

l Leveraging technology to help address today’s concerns. 

Identifying and narrowing barriers: The first step towards 
making innovation primary involves modernising outdated 
laws and rules that restrict innovation, whether intentionally 
or not. One common class of restrictions involves barriers to 
entry and exit. If information technology companies had 
been subject to the same kinds of entry and exit restrictions 
that are commonly imposed in telecoms and broadcasting, 
Google would probably never have developed Android, 
Microsoft the Xbox, or Amazon its cloud computing service.

While it is true that entry and exit in communications can 
raise issues of, respectively, cream-skimming or loss of an 
essential service, not all entry and exit restrictions are 
narrowly tailored to these exceptional issues. By narrowly 
focusing these rules, policymakers could encourage the kinds 
of forays into new parts of the value chain that have proven 
essential to the innovative dynamism and healthy growth of 
the technology industry.7

Clarifying the public interest: Another class of  
rules ripe for modernisation are those that impose 
societal obligations. Typically, such rules were 
enacted long ago in furtherance of what was then 
seen as the public interest. While some of the values 
embedded in those rules remain relevant, others 
have been overtaken by changes in the technology 
and industry landscape. 

The Let’s Talk TV consultation, launched by the 
Canadian Radio-television and Telecommunications 
Commission (CRTC) in October 2013, provides an 
example of what such a back-to-basics public process 
could look like. The proceeding invites consumers to 
use a variety of traditional as well as internet-based 
tools to discuss what’s important to them about 
television, including questions such as, “Would it be 
important for you to know which programmes are 
Canadian?”8 The context for this question is legacy Canadian 
content rules that impose obligations and benefits on 
broadcasters. These were initially grounded on the notion 
that the spectrum used by broadcasters was a public resource 
and that, absent such rules, Canadian artists would have 
limited means to reach their audience. 

Today, Canadian artists and publishers can deliver their 
content over the internet, where no Canadian content regime 
is enforced or required, thus enhancing the efficiency of 
Canadian telecoms markets and the productivity of the 
economy. Rather than reflexively extending the existing  
rules by applying them to internet-based entrants – an effort 
that may be more likely to reduce innovative choices for 
Canadians from broadcasters and web-streamers alike – the 
CRTC is taking the novel step of hearing from the public what 
actually matters to them. 

A similar reluctance to create barriers to innovation is 
reflected in several European countries’ responses to the EU’s 
‘connected TV’ green paper, which explores the impact of 
internet-enabled media consumption on the regulatory 
distinction between linear (eg. broadcast) vs non-linear  
(eg. on-demand) content established in the EU’s Audiovisual 
Media Services Directive (AVMS) of 2010. 

The green paper asks questions such as, “Given convergence  
between media, is there evidence of market distortion caused 
by the regulatory differentiation between linear and non-
linear services? If yes, what would be the best way to tackle 
these distortions while protecting the values underpinning 
the EU regulatory framework for audiovisual media services?” 

Responses from Belgium, Finland, the Netherlands, Sweden 
and the UK argue against extending broadcast rules to 
on-demand services, with the Netherlands in particular 
noting that the playing field would be better levelled by 
relaxing EU rules for broadcasters than placing burdens on 
new media services – in other words, by giving both legacy 
and emerging market participants more chances to innovate.9

Leveraging technology: Broadband speed measurement 
projects in a number of countries illustrate how policymakers 
can harness the internet-based tools of crowdsourcing and 
reputation systems to protect consumers while also fostering 
innovation among internet access providers. The US National 
Broadband Plan notes that studies in Australia, Ireland, Italy, 
New Zealand and the UK had shown that the broadband 
speeds actually delivered to customers were typically much 
lower than advertised speeds (57% in the UK, for example).

Rather than rely on the traditional regulatory processes of 
rulemaking and enforcement, the FCC convened an industry 
group to work with the agency to develop a technically valid 

measurement methodology. 
Subscribers of each 
participating wired access 
provider, representing over 
80% of the US residential 
market, volunteered to host 
measurement devices, and the 
agency began reporting the 
results annually in 2011. 

When the first report found 
that one cable operator was 
delivering only 54% of 
advertised speeds during peak 
periods – and the competing 
telephone company used this 
data for bragging rights in its 
own advertising – the cable 

operator was quickly forced by the market, rather than by a 
prolonged and uncertain regulatory enforcement proceeding, 
to invest in network and management improvements.10 
Building on this success, the FCC has recently released an app 
for measuring mobile broadband performance as well.11 

InnovatIon WIthIn the netWork – a unIque role
Innovations within the wired and wireless networks that 
deliver internet-based services, especially those affecting the 
so-called last mile or access portion, are particularly 
important because of the key position that networks occupy 
in the communications value chain – they are the glue 
between customers and the cloud-based services they use. 
Innovations in computing and communication devices,  
the applications they run and the services they connect to  
are only valuable to customers if the network in-between 
supports them. Conversely, when network operators don’t 
innovate and deploy new technologies, they ultimately  
limit the scope for innovation within devices, applications 
and services. 

Consequently, the second step towards making innovation 
primary is for policymakers to ensure that network operators 
are presented with the right incentives to drive innovation, 

innovations within 
the networks that 
deliver internet-
based services, 
especially in the 
last mile, are very 
important.  
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not only in their own networks but also in the third-party 
applications that attach to them. While doing so, 
policymakers must also ensure that operators cannot unfairly 
compete with their customers, for example by restricting 
access to certain network capabilities and/or cross-subsidising 
their own applications.

Anti-competitive foreclosure of this type is more than a 
theoretical possibility: as European regulators’ body, BEREC, 
found, 24% of European mobile network operators restrict 
use of VoIP technology in some way (including, in some cases, 
charging extra for use of VoIP apps), and roughly half of 
European mobile broadband subscribers obtain service from 
providers that block or throttle VoIP for all or a part of their 
customer base.12 Getting operator incentives right can be 
especially challenging in the presence of highly concentrated 
markets, such as those noted above.

Leading policymakers have pursued two broad approaches 
to this challenge: ‘watchdog’ approaches that rely on 
behavioural rules, and ‘decoupling’ approaches that aim to 
align incentives through structure. Watchdog examples 
include open internet/network neutrality rules adopted in 
Israel, the Netherlands, Slovenia and the US, as well as 
proposed in the EU as part of the Digital Single Market/
Connected Continent package.13 Decoupling approaches 
include UK Ofcom’s functional separation of BT and 
Stockholm’s limitation of its municipal fibre network 
operator, Stokab, to provision of dark fibre.

Watchdog approach: Consider the US, which has 
the longest history of open internet expectations. The 
FCC issued a directional policy statement in 2005 and 
adopted enforceable rules in 2010 that:14

l Required transparency (“fixed and mobile 
broadband providers must disclose the network 
management practices, performance 
characteristics, and terms and conditions of their 
broadband services”)

l Prohibited blocking on fixed broadband networks 
of “lawful content, applications, services or 
non-harmful devices” and lawful websites or 
applications that compete with the voice or video 
telephony services of mobile broadband networks 

l Prohibited fixed broadband providers from 
unreasonably discriminating “in transmitting lawful 
network traffic”. 

 
In January 2014, an appeals court remanded the 

prohibitions on blocking and unreasonable discrimination  
to the FCC, while upholding the transparency rule and the 
FCC’s general authority to regulate broadband. The court’s 
concern was not with the merits of the provisions against 
blocking and discrimination, but rather that the FCC hadn’t 
adequately established its statutory authority to adopt them. 
While the FCC’s response remains pending, major US 
providers have rushed to assure the public that they remain 
committed to the open internet principles nonetheless.15

As the US rules illustrate, the watchdog approach requires 
policymakers to anticipate specific ways that a broadband 
provider may inhibit innovation in content, applications, 
services or devices, and then be prepared to adjudicate 
complaints brought against these standards. Although no 
formal complaints had been brought under the rules prior  
to the court decision, the FCC had informally been asked  
to investigate cases involving charging for network 
interconnection as well as policies regarding differential 
applications of usage caps.

While operating under the expectation – if not the legal 
certainty – of open internet norms since 2010, US fixed and 
mobile broadband operators have remained profitable, 
continued to invest heavily in more capable networks 
(including widespread LTE deployment ahead of much of the 
world), and been in the lead of operator transitions to business 
models that work with data-oriented customers. 

Instead of ‘protecting’ telephone and cable network operators 
from over-the-top innovation and furthering their reliance  
on revenues from legacy voice or video services, the early 
expectation-setting by policymakers encouraged operators to 
develop innovative business models in response to a changing 
technology landscape, strengthening their competitiveness 
even as consumers shift from their legacy products.

Decoupling approach: Similar outcomes are seen in the 
case of the UK’s functional separation of its dominant 
national telecoms operator, BT. Ofcom required this 
separation in 2005, in response to limited development of 
competition in telecoms and broadband; for example, only 
about 123,000 out of over 6 million broadband subscribers 
were served by BT Retail’s competitors using unbundled loops 
from BT. The separation involved both organisational changes 
within BT and development of an equality of access regime. 
Openreach was created as a functionally separate division of 
BT to run the company’s backhaul and access network; it 

reports to BT’s CEO and 
board, separately from the 
rest of the company and with 
its own systems, processes 
and sales incentives. In 
addition, it is under the 
oversight of an equality of 
access board, comprising a 
majority of independent 
directors. 

Crucially, Ofcom did not 
prescribe specific prices,  
but instead imposed an 
‘equivalence of inputs’ 
regime, such that whatever 
inputs (such as access to 
loops) Openreach provided to 

BT Retail, it had to provide on equivalent terms to BT Retail’s 
ISP competitors.

Functional separation led BT Retail, Openreach and BT’s 
competitors to innovate. As a customer of equivalent inputs, 
BT Retail was forced to differentiate in service, billing, 
marketing and pricing, while Openreach management 
focused on providing better service to attract a broader array 
of customers – with Ofcom publishing its service metrics to 
help keep it honest. By 2012, the UK had over 20 million 
residential and small business broadband subscribers, with 
about 8 million served by competitors using unbundled loops 
and another 6 million served by other competitors, all with 
lower prices and faster broadband speeds. 

The functional separation regime has also been flexible 
enough for Openreach to develop a next-generation (ie. fibre) 
access offering as well, requiring Ofcom and BT to reach 
agreement on the list of specific inputs to be provided on  
an equivalent basis with the new technology. As with US 
broadband providers, becoming more innovative has been 
consistent with continued investment and strong financial 
results: BT has a substantially higher return on invested 
capital than eight other major European operators (both  
fixed and mobile), and is the only one that grew its  
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return on invested capital from 2008–12.16 
Stockholm’s experience with its city-owned fibre 

operator, Stokab, further demonstrates how a 
decoupled approach can foster innovation by a 
network operator as well as its customers.17 Stokab is 
structured as purely a dark fibre provider with a 
long-term commitment to stay that way, so that its 
customers can innovate without fear of competition 
from their fibre supplier. 

As a result, a rich value chain has arisen built on 
top of Stokab’s offerings, including communications 
operators selling lit networks, integrators serving 
local and international businesses, and residential 
service providers offering broadband, TV and other 
communications. Mobile broadband operators have 
also flourished: the widespread availability and 
affordability of fibre backhaul helped make 
Stockholm a leader in LTE, with four competing LTE 
networks as of July 2012. 

Similarly, ubiquitous fibre connectivity allowed 
Sweden’s national television company, SVT, to 
innovate in how it films live events in Stockholm. 
Instead of having to edit the filmed content in 
special trucks at the event and send the results back 
to a production studio via satellite, SVT is able to 
connect its cameras directly to dark fibre strands 
leased from Stokab and send the uncompressed 
video feed directly to the studio, saving an estimated 
40% of production costs. 

Stokab itself has also innovated not only in  
ways that would be familiar to any network 
operator, such as improving its back-office systems, 
simplifying its pricing structures and working  
with a vendor to figure out how to lay more fibre in 
the same space, but also in unconventional ways, 
such as installing a cross-connect node underneath 
a public school and using the heat for the school, 
reducing electricity consumption by 30% and saving 
energy costs for the city. Stokab became profitable 
in 2008, 13 years after it began operations.

Summary: While these differing approaches 
reflect the particularities of local circumstances, 
they also provide diverse data points illustrating 
that proper incentives for innovation in networks 
and services can in fact be consistent with overall 
economic growth and the financial health of 
network operators. Although this consistency isn’t 
sufficient to demonstrate cause and effect, it does 
suggest that policymakers should be wary of 
regulatory bargains in which operators that are less 
innovative and less financially successful propose  
to increase their level of investment in network 
infrastructure in exchange for the ability to provide 
applications and services on a preferential and 
unequal footing. 

We are concerned that such arrangements would 
ultimately limit innovation within the broader 
economies of these markets and, in so doing, 
further endanger the financial health of those same 
operators. Furthermore, such arrangements would 
appear to be unnecessary, given the financial 
success and strong investment record of operators 
in innovation-friendly markets – which demonstrate 
that investments in network infrastructure can, in 
and of themselves, be highly profitable.

hoW Would InnovatIon support other Goals?
Making innovation primary need not entail 
sacrificing the more traditional goals of coverage 
and competition. In fact, prioritising innovation can 
help policymakers achieve both goals.

Take coverage. The historical emphasis of 
universal service policies has been obligating and/or 

funding traditional telephone 
companies to provide service to 
all. Today’s challenge, however, is 
no longer to ensure that everyone 
can make phone calls. Rather, it is 
to ensure that everyone has access 
to a broadband network, whether 
fixed or mobile, so that they can 
communicate using whichever 
internet-based application or 
service they prefer, whether it 
uses calling, texting, emailing, 
streaming or social media.

Details of gaps in network 
coverage vary across countries 

and regions, but a typical challenge is posed by 
areas that are very remote or feature low population 
density, where broadband providers cannot expect  
a reasonable financial return when using 
technologies and business models designed for 
higher density geographies. 

One approach is to encourage speciality carriers 
using alternative technologies and business models. 
For example, in rural Vermont, Vanu CoverageCo is 
deploying a mobile service using multistandard 
network equipment based on software-defined 
radio, inexpensive backhaul, and wholesale access 
to national carriers’ spectrum. The national carriers 
gain additional coverage for their customers, while 
the speciality carrier garners revenues from both 
local inhabitants and roaming subscribers. 

Innovation can also help address coverage issues 
by recasting the problem as one of how to empower 
‘self-service’ projects by those who are unserved, 
rather than universal service administered through 
commercial providers. For example, Sweden has 
addressed service in remote villages through an 
innovative subsidy programme directed not at 
providers, but at the people with homes in such 
areas, offering a rebate on the cost to the 
community to build out a network, if sufficiently 
high participation rates are reached – encouraging 
take-up as well as pure coverage. 

The FCC has also recognised that user-directed 
subsidies might work better for remote areas  
and envisions them being used to defray the 
subscription costs of alternatives to traditional 
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terrestrial technologies, such as unlicensed wireless  
(the ultimate self-service technology) or satellite-based 
broadband.18

Unlicensed wireless use of otherwise unused portions of 
the TV spectrum (known as TV white spaces) has particular 
potential to bring broadband to remote areas at lower costs 
than traditional networks, given the favourable propagation 
characteristics of these low-frequency bands. With 
governmental, NGO and other commercial partners, 
Microsoft has been involved in numerous projects in Africa 
and Asia that are demonstrating the potential of this 
innovative approach to bring affordable broadband to remote 
areas.19 In Kenya, for example, the ministry of information 
and communications, a commercial ISP and Microsoft are 
collaborating to deliver low-cost wireless broadband access to 
previously unserved villages and schools, using solar-powered 
base stations where electricity isn’t available. 

As for competition, although it is well understood that 
competition drives innovation, it is less well noted that the 
relationship also works in the opposite direction. For 
example, the innovations in cellular technology that led to 
mobile phones began as a novelty, were first adopted as a 
luxury (once policymakers allowed this use of spectrum), and 
achieved widespread adoption as a complement (to landlines, 
long assumed to be a natural monopoly). Ultimately, quality 
improved to the point that now mobile phones have become a 
substitute, a true competitor, to the landline. Innovations in 
video delivery, such as on-demand video-streaming services 
like Netflix, remain in the complement phase (in this case, to 
traditional subscription TV). It is not difficult to imagine, 
however, that if legal and policy barriers allowed such services 
access to a wider range of content (including live sports), they 
would become fully-fledged competitors.

Given this interdependence, policies that enable innovation 
within the network can feed a virtuous cycle in which 
technical and business model innovations enable new 
entrants, which in turn generate competition that stimulates 
innovation and investment by incumbents. Conversely, if 
policymakers inhibit and slow down innovation, markets 
begin to stagnate and incumbents consolidate, thereby 
reducing both competition and innovation. 

conclusIons
Given the internet’s impact on virtually every aspect of our 
economy and society, innovations in how networks are built 
and used are critical to economic growth and societal 
wellbeing. Shouldn’t communications policymakers be 
directly encouraging both types of innovation?

Making innovation primary can start by lifting archaic 
restrictions on innovation throughout the communications 
value chain. Policymakers do not have to throw out the 
societal goals that remain important to today’s constituents. 
Rather, they need to clearly identify today’s goals and address 
them with today’s tools and technologies. Given the storied 
roles that telephone and broadcast networks played in 
binding countries together in the 20th century, a culture of 
‘communications exceptionalism’ is understandable among 
policymakers. However, the internet has brought us an 
abundance of ways to communicate as well as to create  
and consume media, allowing policymakers to revisit 
assumptions about which aspects of communications really 
remain special and to focus their actions accordingly.

Just because a communications network operator is allowed 
to innovate, however, doesn’t mean that it will – or that it will 
support growth-inducing innovation by its users. The second 
step to making innovation primary, therefore, is for 
policymakers to ensure that network operators have the right 
incentives toward innovation. The cases of watchdog (rules-
based) and decoupling (structural) approaches do not strongly 
suggest that any one approach is universally better, but it is 
worth noting that decoupling approaches do seem to provide 
more regulatory certainty to both network and service 
innovators than the case-by-case, fact-specific judgments to be 
expected from the watchdog approach. With either approach, 
a clear policy statement reinforcing the importance of 
innovation appears to have been important, not only to user 
innovation but also to the financial health of network 
operators. Like trade protectionism, ‘incumbent network 
protectionism’ may boost operator revenues in the short term 
but ultimately diminish competitiveness as incumbents fail 
to adapt to inevitable shifts in consumer preferences.

Finally, establishing innovation as the primary goal need 
not mean abandoning more traditional goals; in fact, 
innovation can reinforce coverage and competition. Innovative 
unlicensed wireless technologies in particular can be used in 
conjunction with community- and user-centred subsidy 
models to address lack of coverage in remote areas. And 
innovation can drive competition – if policymakers let it. 
Where there is room for innovation, new players can take 
advantage of emerging technologies to create new business 
models, deliver new capabilities and foster economic growth.
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