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The Evolution of Digital Markets, and their Dilemmas

Digital markets and online platforms are a fundamental part of 
today’s global economy. They exist in a complex ecosystem, 

populated by several different market actors, embracing all economic 
and social environments. Digital data is pivotal in this ecosystem 
and in the platforms’ economy – where interactions, transactions, 
consumption and production are made of, or based on, digital data and 
information. Crossing the traditional boundaries of the old dichotomy 
between physical networks and services has affected the way in which 
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regulation has been designed over the years for telecommunications 
and media markets. We are exposed to new emerging market failures, 
while we are still struggling to understand whether, and eventually 
how, to tackle these new failures with new regulation.

Moreover, at present, regulatory dilemmas affect regulators around 
the globe as, on the one side, applying standard rules to traditionally 
regulated firms may disrupt a ‘level playing field’, due to the threat to 
competition via alternative services offered by some global platforms 
(such as voice over IP [VOIP] calls for telecoms, or video sharing for 
media companies); whilst on the other, applying the same rules to global 
platforms managing multi-sided markets may prevent innovation and 
hamper new business models, and consumers’ welfare.

Every day in the digital ecosystem shows the centrality of the 
‘datasphere’. The volume, variety and velocity of data will shape the 
nature of the datasphere in the near future; changing the nature of 
products and services exchanged in the digital ecosystem, as well as 
the structure of digital markets – creating new trade-offs and dilemmas 
for regulators and policy makers.

As the digital ecosystem becomes fundamentally driven by datasphere 
growth, traditional value chains and vertical organisations in the 
communications industry will be rapidly transformed. Their role will 
be redesigned in terms of producer and/or recipient of data; while 
algorithm-driven platforms will take centre stage, with data exchange 
at the core of economic transactions involving multisided markets.

The 5G revolution, with the increase in ‘internet of things’ (IoT)- and 
machine–to-machine (M2M) connections, will further underline that 
“data is king” – the base economic product that creates value in the new 
digital product cycle for ‘matchmaker’ platforms, online advertisers, 
and so on. Moreover, cybersecurity issues have become crucial, as new 
standards struggle to succeed, and competition among manufacturers 
is influenced by geopolitical strategies deployed by sovereign states in 
the global arena.
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As with any revolution, the emergence of the ‘datasphere society’ 
generates important challenges for regulators and policy makers. The 
efficiency of platforms increases due to network effects and the value 
of data collected – which in turns improves the efficiency of algorithms, 
and consumer welfare (in terms of reducing transaction costs). Thus, for 
a platform to be efficient, the expansion of the service’s scope, and the 
extension of the markets served, will be a natural evolutionary process, 
aimed at capturing a consumer’s attention and time, with the promise 
of satisfying all of their needs, through the platform’s gatekeeper role.

As a consequence, under “business as usual” – ie. absent of any focused 
regulatory action – the spontaneous evolution of market forces will 
soon lead to structural changes in the traditional (and often locally 
based) vertical industry dynamics, inducing competition among (few) 
platforms for (many) global markets.

Growing concerns have emerged worldwide about, on the one hand, 
data protection and privacy, and, on the other, in terms of impact on 
competition, online pluralism, and consumer protection. Moreover, 
sophisticated Big-Data owners, through algorithm-based micro-
marketing, have transformed the advertising industry, on the one 
side, and can influence the information industry and its role, on the 
other. Changing the perception of facts and news conveyed by digital 
intermediaries, and exposing web users to disinformation strategies, 
may thus have a strong adverse impact on freedom of information 
and media pluralism. Policy makers and regulators are struggling to 
understand how to proceed, and how to approach the existing economic 
entanglements and trade-offs between:

• the static and dynamic market value of information and data 
economy; 

• the respect of individual and collective fundamental rights (eg. 
privacy, competition and media pluralism).

Almost all sectors, and all sector regulators, are affected by these 
phenomena. However communications and media authorities 
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are usually at the frontline of digital policy, as they traditionally 
regulate communications networks – which are the ‘backbones’ of 
the digital ecosystem, and because very often services provided by 
digital (platforms) are substitutes for traditional communication-, 
information-, and audiovisual services. Thus the main questions we are 
asking are the following: How do we manage this legacy, together with 
the new challenges? How do we engineer a regulatory transformation 
capable of managing change in market structures while preserving 
efficiency, enhancing consumer welfare, and preventing the emergence 
of an irreversible market power upon global digital platforms? Should 
we just give way to privacy law and ex-post antitrust scrutiny, or should 
we design a new regulatory paradigm and regime?

The Legacy

Many telecoms regulators around the world have been designed 
as independent ‘convergent’ regulators, in order to tackle the 
challenges raised by technology and market dynamics in the whole 
communications sector (thus including media, beside telecoms). This 
is the case, amongst others, for the Office of Communications (Ofcom) 
in the UK; the Federal Communications Commission (FCC) in the 
USA; the Australian Competition and Consumer Commission (ACCC) 
in Australia; the Canadian Radio-television and Telecommunications 
Commission (CRTC) in Canada; and the Autorità per le Garanzie 
nelle Comunicazioni (AGCOM) in Italy. Their legacy and experience 
in managing both telecoms and media networks and services are of 
paramount importance in understanding old and new market failures 
and in providing guidelines for a possible future regulatory paradigm 
and design for digital platforms.

A convergent regulatory authority typically supervises:1

• audiovisual and media sectors (including, amongst others, 
competences and powers regarding advertising; protection of 

1  This is the case with the Italian regulator AGCOM
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minors; political communication; copyright protection; assessment 
of dominant positions in the media sector);

• the electronic communications sector (including, amongst 
others, competences and powers regarding market analysis and 
definition of remedies for market power situations; definition of 
universal service obligations; definition of who is permitted to be 
an electronic communication operator through holding a specific 
register; allocation and assignment of spectrum and numbering 
resources);

• consumer welfare and interest (including, amongst others, 
competences and powers regarding consumer protection and 
empowerment; consumers’ complaints; setting and monitoring 
quality of services).

All these markets and socioeconomic contexts have been heavily 
impacted and transformed by the digitalisation process and new digital 
technologies. However, the current regulatory framework has not been 
completely adapted to those transformations.

Let us consider the case of Europe. The existing national and European 
Union (EU) legal frameworks for electronic communications and 
media markets originated in the analogue era, where regulators’ 
competences and powers were designed to govern completely different 
markets, business models and transactions. At EU level there has been 
a progressive adaptation to the digital world – through the recently 
revised EECC2 and AVMS3 directives, however this review process has 
been slow, partial, and defined by incremental and marginal changes 
to the old regulatory framework. This approach unavoidably involved 
problematic path-dependency phenomena and the difficult trade-offs 
between:

2  The Directive (EU) 2018/1972 of 11 December 2018 establishing the European Electronic Communications Code (Recast) is 
available at: https://eur-lex.europa.eu/legal-content/en/TXT/?uri=CELEX:32018L1972

3  The latest review of AVMS Directive (EU) 2018/1808, was completed on the 6 November 2018. The revised AVMS directive, is 
available at: https://eur-lex.europa.eu/eli/dir/2018/1808/oj. The description of the latest review is available at: https://ec.europa.
eu/digital-single-market/en/revision-audiovisual-media-services-directive-avmsd 
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• the risk of an unbalanced public intervention, based on extensive 
enforcement of the old regulatory model in the digital world, 
hampering innovation; and 

• the risk of a lack of intervention; not addressing new market 
failures issues; not promoting a competitive ‘level playing field’ 
among the different layers and/or nodes of the digital ecosystem; 
and not properly protecting consumers’ digital rights.

Moreover, the traditional regulatory approach is based on market-
specific rationales, whereas today’s markets are subject to a ‘new 
convergence’ – following the first one between telecoms and media, 
which some regulators were designed to tackle. This ‘new convergence’ 
is driven by digitalisation, and the development of the data economy: 
all the different parts of the digital ecosystem are so closely interrelated 
to make it difficult to identify single well-defined relevant markets, 
whereas the main players are (a few) large global companies (eg. 
Amazon, Facebook, Google, Apple, Microsoft) characterised by a 
high degree of vertical and horizontal integration in many segments 
of the ecosystem, working together with a myriad of small specialised 
companies.

Finally, current regulatory policies are designed and implemented at 
national level (or at continental level), whereas the digital and data 
economy, the digital platforms and their end-users, have global features 
and attitudes. This unavoidably induces a reduced regulatory capacity, 
misalignment of incentives, and cross-country externalities amongst 
the different national public bodies involved. These mismatches affect 
the ability of national public bodies to effectively govern these new 
markets and new social interactions. This ineffectiveness is also due to 
an augmented asymmetry of information in the digital world: it is indeed 
very difficult for public bodies to ‘push’ digital actors to reveal relevant 
information related both to: (i) their internal technical functioning 
(they are almost ‘black boxes’ from regulators’ perspectives); and (ii) 
the global digital market(s) dynamics. Regulators very often do not 
have tools to fill this deep informational gap.
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The main disruptive aspect of online platform economics concerns the 
establishment of a business model based on global digital transactions, 
where data are implicitly exchanged for cheap or free services in a multi-
sided market context. The other relevant (and potentially disruptive) 
economic feature of digital platforms is that they can drastically reduce 
consumers’ transactional and search costs, allowing them to reach cost-
efficient outcomes similar to a perfect competition context. Yet, there 
is a huge difference: within digital markets information at the base of 
such productive efficiency is not a public good, ie. perfectly observable 
by everyone, but (de facto) internalised and exploited by (vertically 
and horizontally) integrated platforms. Indeed, the more efficient their 
algorithms and their services are, the more the larger platforms are  to 
getting close to having all possible subscribers, and incorporating more 
and more traditional markets. Larger and larger sets of customers’ data 
give platforms the ability to identify the preferences and willingness-
to-pay of each customer, and thus the ability to perfectly discriminate. 
This also affects the users’ incentives to ‘trade’ more and more data in 
the implicit exchange for ‘free’ services and to stay inert as consumers, 
therefore not sanctioning service providers (and making data-
portability provisions useless).

What is positive from a productive-efficiency perspective is leading 
consumers to make their choices in smaller and smaller markets, 
finally tailored to each consumer. This phenomenon, jointly with 
indirect and direct network externalities, keeps users locked in an 
“digital information aftermarket”, through gatekeepers which more and 
more resemble 'the market', by selecting each user’s services, products 
and influencing her or his preferences. This outcome may well not be 
desirable from a competitive and social point of view, particularly when 
we consider the information system and informative contents that are 
able to influence personal and public opinion.

As a matter of fact, in the digital ecosystem, there is a larger 
availability of informative contents on the supply side; however, the 
reduction of transaction and search costs also decreases the time that 
consumers dedicate to information seeking. Digital platforms thus, on 
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the one side, solve digital-information overload, and efficiently select 
relevant information by perfectly discriminating and matching for 
each consumer their (current) preferences on informative contents; 
however, on the other side, this unavoidably undermines pluralism, 
because each consumer receives their existing world representation, 
whereas any informative content they might currently(!) disagree with 
is not selected and not offered.

This process has been observed as leading to pathological information 
phenomena such as confirmation bias, echo chambers and citizen 
polarisation (ie. the tendency to acquire information mainly 
consistent with existing ideological preferences) and to disinformation 
phenomena (that go beyond mere ‘fake news’). 

Approaches and Interventions – The AGCOM Experience

AGCOM has planned and implemented a number of regulatory and 
policy actions to understand and address digital-transformation 
phenomena, focusing on both Big Data and disinformation strategies, 
which are strictly interrelated. It undertook a market inquiry on 
Internet Services and Online Advertising (published in 2014).4  

On 30 May 2017, the Italian Competition Authority (AGCM), AGCOM, 
and the Authority for the Protection of Personal Data (‘Garante per la 
protezione dei dati personali’) launched the Big Data Market Inquiry 
to better understand the implications for privacy, regulation, consumer 
protection and antitrust, of the development of the digital economy. An 
interim report was published in September 2018.5 

AGCOM strongly believes that, because of structural and enduring 
market failures in digital-data markets, it is necessary to adopt an 
ex-ante approach to data regulation (and to the possible regulation 

4  Available (only in Italian) at: www.agcom.it/documents/10179/540203/Allegato+21-01-2014+2/9376a211-ebb2-4df6-83ea-
282f731faaf2?version=1.1

5  English version available at: www.agcom.it/documents/10179/11898202/Studio-Ricerca+04-09-2018/388e9d5d-e80f-4af4-
a017-b81615c41fc1?version=1.0
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of related algorithms), while competition-law enforcement and data 
protection are not sufficient. Moreover, since the digital ecosystem is 
very complex, it is necessary to take a holistic/horizontal regulatory 
approach to its networks and services: an approach that is able to look 
at and address system interdependences, thus neither risking negative 
impacts on innovation, nor providing an incomplete, or merely formal, 
protection of consumers’ and citizens’ rights. That is, it is necessary 
to build a horizontal regulatory framework for the digital economy 
to protect and empower consumers and citizens in all the digital 
ecosystem’s markets and segments, where consumers’ information and 
data are crucial.

Within data markets, regulators experience a pervasive and structural 
information asymmetry vis-à-vis operators. As a first step, therefore, 
it is necessary to open up the ‘black box’ and look at the complex 
and composite digital-data transaction. Regulators need to have 
relevant inspection powers in order to ascertain and assess, amongst 
other things, timing and methods of data acquisition (data gathering 
and storage); the function of algorithms (algorithm accountability); 
methods of data conservation and analysis (data analytics); derived 
information; and deriving (primary and secondary) uses.  

The second point is that Big-Data dynamics – jointly with the IoT, 
artificial intelligence (AI) and 5G – make it necessary to dissolve the 
traditional distinction between different types of data (personal, non-
personal, sensitive, etc.), and the new approach must refer simply to 
the data 'per se'.

Thirdly, regulators must be given a mandate, competences and powers 
to address or minimise the risk of new market failures (such as 
implicit transactions, incomplete markets, information asymmetries, 
hold-up and locked-in phenomena) and to disentangle the trade-off 
between platform efficiency and the informational aftermarkets they 
create. To do that it is necessary (yet not sufficient) to look at data 
as an economic good, focusing on consumers’ incentives to engage in 
transactions, and what the economic effects of those transactions are. 
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In this way, it is possible to make the digital data transaction explicit 
and empower consumers to exercise their (existing) property rights, 
exerting a decentralised control on platforms’ market- and contractual 
power. Indeed, a key policy issue in the data economy is the definition 
of entitlements to data property rights, coherent with data-protection 
rules, in order to enable owners to explicitly exchange them in the data 
market, or exclude any other party from accessing or using them – even 
from ‘internal use’ as profitably done by vertically and horizontally 
integrated multi-sided platforms.

This approach would also tackle the existing tension between the 
objectives of data protection and pro-competitive rules, and it must 
be based on the strict coordination/integration of those rules and the 
implementing bodies. Protecting digital-data privacy, but neglecting 
the implicit exchange of those data in an incomplete (and unregulated) 
market risks jeopardising market dynamics, giving platforms incentives 
to vertically and horizontally integrate in order to internalise most 
elements of the data market, and ultimately putting the final user-
consumer at a disadvantage. As mentioned, it is crucial to look at and 
regulate data also as an economic good, and that’s exactly the approach 
that general data protection regulation (GDPR), with data-portability 
provisions, and other EU data policies are starting to build.

Digital platforms today play an increasingly pivotal role in the 
information system. This is due mainly to the capacity of digital 
platforms to gather personal information and extract value from data 
by means of accurate profiling (‘data analytics’), which makes these 
actors the world leaders in the (online) advertising sector – a resource 
that is still the main source of funding for online and offline information. 
Moreover, search engines and social networks play an increasingly 
crucial role as: (i) direct information tools, because a large and growing 
proportion of people use social networks to keep up with the news; and 
(ii) distribution channels for online news, provided that they operate as 
gatekeepers for access and distribution of online contents. Big Data are 
crucial from a pluralistic point of view, as they are the basis of platforms’ 
algorithms’ functions, and allow personalisation of information 
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generation and distribution, and thus disinformation, polarisation and 
other pathological information phenomena, as mentioned previously. 
Within social networks, automatic customisation systems (operating by 
means of algorithms and Big Data) and the sharing of user-generated 
informative contents support the viral spread of polarising contents, 
and the proliferation of fake news.

Online information distortions represent a complex and multifaceted 
phenomenon, varying in terms of actors involved, underlying 
motivations, communication techniques, tools and technologies used, 
and resources invested. To understand this phenomenon, AGCOM 
has conducted market research on news consumption (published 
in February 2018)6 and is carrying out a market inquiry on online 
disinformation strategies and the fake content supply chain (interim 
report published in November 2018).7

The main outcomes are the following. Firstly, online disinformation 
distortions operate both on the supply and the demand side of the 
information system. Secondly, the fake-news production, distribution 
and dissemination processes hinge on a full-fledged supply chain 
of fake contents, which may be structured according to promoters’ 
motivations and the kind of audience targeted by the disinformation 
strategy. Thirdly, it is possible to detect online disinformation strategies 
by exploring each specific cases of online disinformation strategy and 
its supply chain. 

Against this variety of online disinformation problems, AGCOM 
believes that both self-regulatory and (co)regulatory measures 
should be adopted. With this aim, AGCOM has launched a co-
regulation “technical committee (‘tavolo tecnico’) on pluralism and 
fair information on digital platforms”,8 comprising AGCOM and most 

6  English version available at: www.agcom.it/documents/10179/10214149/Studio-Ricerca+10-04-2018/4619854b-6d9b-491b-
a3c8-f7444487006d?version=1.0

7  English version available at: www.agcom.it/documents/10179/12791486/Allegato+25-1-2019/831ee043-55dd-41e2-b87d-
4578016b9989?version=1.0

8  www.agcom.it/tavolo-pluralismo-e-piattaforme-online
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of the market stakeholders (eg. social networks, search engines, press 
editors, audiovisual service providers). This committee aims to create 
consensus, identify and promote self- and co-regulatory solutions 
to online disinformation problems, and is coordinated by AGCOM’s 
directors of the Economic Analysis and AVM service units. It, and the 
related co-regulation approach, is another way to open up the ‘black 
box’, by means of analysis and surveys based on information provided 
by online platforms. It is working to establish operative solutions, 
among which there are included:

• Constant monitoring of online disinformation and hate-
speech phenomena, by establishing an observatory on online 
disinformation: the observatory’s first report was published in 
March 2019.9

• Establishing a coordination platform for autonomous fact-
checking activities, and setting journalistic standards in terms of 
transparency, ethics and quality of the editorial structure. 

• Actions for media literacy and against online hate-speech 
phenomena: a draft regulation on hate speech was published in 
2019.10

• Definition and implementation of direct-access procedures – by a 
third independent party – to profiled data, in order to assess the 
impact of self and co-regulatory measures.

The decision to focus on an interdisciplinary study and launch a joint 
enquiry originates from the full awareness that the characteristics 
and complexity of the digital economy are such that the individual 
competences and targets of the three independent authorities tend 
almost inevitably to generate strong interdependence and are not 
always easy to disentangle. The complex relationships between 

9  English version available at: www.agcom.it/documents/10179/14174124/Allegato+12-3-2019/679c5e28-5a99-4d1b-b638-
1a04e2c63c18?version=1.0

10  www.agcom.it/documents/10179/13446572/Delibera+25-19-CONS/9e06b04c-9a35-40de-88d2-62f2580dc25d?version=1.0
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competition, privacy and online pluralism requires, indeed, a rather 
close and ongoing institutional coordination. The constant comparison 
between the various independent authorities is also necessary in order 
to identify and reconcile possible trade-offs between instruments and 
objectives of the various authorities.

The contribution that each authority can provide to the other two is 
extremely valuable, both for a better understanding of the phenomena 
in progress, as well as for the choice of the most appropriate toolkit to 
select in order to face some specific critical issues at the boundaries 
between different competences, and, finally, to complement the actions 
of the competent authority best “positioned” for each specific issue at 
hand.

As previously mentioned, a big data interim report was published 
by AGCOM and a report by AGCM that illustrates the results of a 
survey on the propensity of online services users to fully understand 
the economic use beyond data release. With the Authority for the 
Protection of Personal Data, 11 Guideline and Policy Recommendations 
were published in July 2019:

1. Government and Parliament are asked to promote an open 
discussion about the need to introduce an appropriate regulatory 
framework addressing the issue of full and effective transparency 
in the use of personal information (vis-a-vis individuals and the 
community).

2. Strengthening international cooperation on the design of policies 
for Big Data governance.

3. Promoting a unique and transparent policy regarding the 
extraction, accessibility and use of public data for the design of 
public policies enhancing the benefit of businesses and citizens. 
Enhancing coordination with existing European strategies for the 
establishment of a digital single-data market will be necessary.
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4. Reducing informational asymmetries between users and digital 
operators, in the data-collection phase, as well as between the 
large digital platforms and other operators that make use of these 
platforms.

5. Prior to data-processing operations, identifying data nature 
and property as well as the concrete probability of personal 
identification from 'anonymous' data.

6. Adopting new tools for the promotion of online pluralism and 
transparency in the selection of content as well as users' awareness 
about the selection of content and the nature of the information 
received online.

7. Pursuing the objective of protecting consumer well-being with 
the aid of the instruments of antitrust law, extending them also 
to the evaluation of objectives related to the quality of services, 
innovation and equity.

8. Reforming control of merger operations in order to increase the 
effectiveness of the competition authorities' actions.

9. Simplifying the process of data portability and mobility between 
different platforms, through the adoption of open and interoperable 
standards.

10. Strengthening the powers of acquisition of information by AGCM 
and AGCOM outside of the preliminary proceedings and building 
towards sanctions in order to guarantee effective deterrent effect of 
consumer protection laws.

11. Establish a “permanent coordination” among the three authorities.

In particular, the joint inquiry acknowledges that competition is 
undoubtedly a useful tool, but insufficient to guarantee the protection 
and promotion of pluralism:

…even a competitive working process can, in fact, lead to market 
structures inconsistent with pluralistic, especially when misinformation, 
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disinformation and malinformation strategies are at stake and when self-
selection information phenomena, particularly under online behavior, occur, 
such as confirmation bias, anchoring effect, echo chambers, groupthink 
behavior, and so forth. In all these cases, the mere availability of a plurality 
of information sources, and therefore the operation of the competitive 
mechanism on the supply side, may not be sufficient to generate verified 
quality, diversity and pluralistic information. On the opposite, competition 
may lead to accentuated forms of self-selection and polarization in the 
research and dissemination of information (backfire effect).

As mentioned, the main result of AGCOM’s actions about Big Data 
and disinformation strategies was to partially open-up the ‘black box’ 
and partially fill the informational gap. This has been done by means 
of: (i) market enquiries, often carried out in cooperation with other 
public bodies (eg. competition authority, data-protection authority, 
governmental agency for cybersecurity and public administration 
digitalisation); (ii) studies and specific research commissioned from 
universities and research centres; (iii) cooperation with market 
actors and stakeholders (technical committee on pluralism and 
disinformation, adoption of self- and co-regulation approaches based 
on data provided by the market).

These activities also allowed AGCOM: (i) to promote the adaptation 
of platform governance and self-regulation in a number of contexts, 
particularly related to disinformation strategies and hate speech; (ii) 
to identify contexts where the current legal frameworks, regulatory 
mandates and powers are not completely adequate; and (iii) to promote 
extensive information campaigns to effectively increase consumers/
citizens’ understanding and awareness of these issues. 

AGCOM’s experience, however, reveals that self-regulation is largely 
insufficient to tackle disinformation strategies unless it is coupled 
with auditing and inspection powers regarding the role played by 
profiling algorithms in the (self) selection of online content – powers 
still missing under the current regulatory framework. A third and 
independent verification of the results, and of the measurable impact 
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of the self-regulation initiatives, is therefore highly desirable. Thus, it 
seems appropriate to carry out legislative initiatives aimed at providing 
AGCOM with powers of auditing and inspection of algorithmic profiling, 
as well as the assessment of the internal regulation and policies 
adopted by digital platforms for the removal of false information or 
hate speech. This implies that public regulation will not refer to the 
nature of the content, rather to the regulator’s ability to verify and 
control how data, algorithmic profiles, and private rules effectively 
work. To date, a verifiable report of these autonomous initiatives is 
lacking. Finally, with reference to expressions of hate speech, following 
the transposition of the new directive on audiovisual media services, 
AGCOM will also apply its own regulation, pursuant to Resolution 
157/19/CONS, to video-sharing platforms; in the meantime initiating 
forms of co-regulation for this type of platform.

AGCOM’s inquiries and dissemination activities have also fed public-
policy debates on the adaptation of public intervention to ongoing 
digital transformations of markets and society, both in terms of 
revision of current regulatory frameworks ('digital update'), and also 
in terms of institutional design (ie. the establishment of a 'horizontal' 
authority competent for all the regulatory issues in the digital markets, 
a proposal echoed in a number of other countries, such as UK, France, 
Australia and Japan). 

The Debate over a New Digital Authority

In the last ten years, a large group of economists has repeatedly argued 
that the position of leadership, as well as the concentration of a few 
digital platforms, at a global level, is very ‘liquid’ and temporary, as a 
result of a tough and pervasive ‘innovation battle’ that is waged every 
day in the world, through innumerable ‘strokes and clicks’. Furthermore, 
according to them, digital platforms, connecting various sides of the 
relevant markets, would eliminate the old information intermediaries 
on which the freedom of choice of consumers depended. A bit like 
when, in the last century, electricity replaced candles or the first cars, 
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carriages with horses. A world ends. There are those who win and 
those who lose. In short: the paradigm changes and we must change 
our vision of the world. Digital capitalism would not, therefore, reduce 
competition but would simply transform it towards a new dimension 
(geographical and product) with reduced transaction costs.

The web is thirty years old. It has launched an era of unprecedented 
freedom of speech, to share information, to reduce traditional 
transaction costs associated with intermediation, and search for 
news, products, services. Yet, after thirty years, there has been a 
strong acceleration of the global debate about the need of some form 
of regulation for the global online platforms, targeting competition 
and pluralism concerns. In the dock – where even the inventor of the 
web, Tim Berners-Lee, placed them – there is ‘Big Tech’ in relation to 
Big Data; that is, the ability to generate, through data collection and 
algorithmic profiling, two ‘Big Risks’ at a global level:

• non-contestable - or at least oligopolistic – positions in the markets 
where global platforms play; 

• segmentation in the ‘market of ideas’, with a strong reduction in 
online pluralism and a growing exposure of web users, in social 
media in particular, to strategies of disinformation, misinformation 
and mal-information.

The above two Big Risks are interdependent, since the mechanisms 
that generate them seem to be the same:

• Extraction and profiling of data;

• (Self) Algorithmic selection of supply and demand information 
online;

• Network effects;

• Enhancement of attention time;

• Reduction of search costs.
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Algorithmic profiling shows a pervasive trade-off: if, in the field of online 
commercial and consumer choices, algorithmic profiling is efficient 
in relation to its ability to filter and eliminate irrelevant alternatives, 
when we pass that efficiency to informative pluralism. It translates into 
danger. Economic efficiency and pluralism seem antithetical to the 
work of matchmaker platforms: a tip to satisfy our preferences to the 
maximum, the other aims to provide us with a representation of the 
plural world and therefore (also) different from ours. Pluralism has 
nothing to do with ‘perfect matching’: it is the removal, in comfortable 
and lukewarm conformity, of the unwanted and the unexpected. How 
to design then a policy selective intervention able to disentangle 
efficiency of algorithmic profiling (in terms of reduction of transaction 
costs) and (in)efficiency in promoting pluralism?

The main issue today is not that of discussing whether rules for Big 
Platforms are needed, because the rules are there and are decided by the 
platforms to improve their business models. The point is whether public 
regulation is necessary to prevent and counter new forms of market 
failure, and damage to pluralism. However, evaluating the introduction 
of new rules requires having a measure of their impact with respect to 
possible alternatives (including the absence of rules). We know very 
little about the impacts of private rules – used by platforms for their 
business models and to track user behaviour. A similar path is emerging 
in many sectors: global digital platforms are expanding their activities 
('platform envelopment') through a gatekeeper strategy aimed at 
managing, potentially, all possible online behaviour and information 
regarding platforms’ users, from e-commerce to e-finance. Volume and 
variety of data collected by global digital platforms are thus becoming 
a new barrier to entry, together with patented business models aimed 
at unifying online transactions under a unique gatekeeper umbrella, 
as they allow machine-learning algorithms to enhance their predictive 
behaviour. ‘Multi-homing’ behaviour, in this respect, is not sufficient 
to allow isolated, sectoral operators to contrast the “conglomeral, 
multi-sided competition” threat presented by global digital platforms. 
At the same time, the lack of effective interoperability and portability 
policy, or its delay, increases platforms’ competitive advantage at the 
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global level. Besides, privacy laws seem to favour exclusive use of both 
structured and non-structured data within the same global platform.

In recent months, many authorities, parliamentary committees 
and research bodies have produced reports aimed at studying and 
preventing these risks, comparing them with the other major issue of 
digital privacy. See the following table:

European 
Commission

http://ec.europa.eu/competition/publications/reports/kd0419345enn.pdf

https://ec.europa.eu/digital-single-market/en/news/final-report-high-level-
expert-group-fake-news-and-online-disinformation

USA https://www.judiciary.senate.gov/download/morton-written-submission

ACCC https://www.accc.gov.au/system/files/ACCC%20Digital%20Platforms%20
Inquiry%20-%20Preliminary%20Report.pdf

UK https://assets.publishing.service.gov.uk/government/uploads/system/
uploads/attachment_data/file/785547/unlocking_digital_competition_
furman_review_web.pdf

https://assets.publishing.service.gov.uk/government/uploads/system/
uploads/attachment_data/file/785547/unlocking_digital_competition_
furman_review_web.pdf

https://publications.parliament.uk/pa/ld201719/ldselect/ldcomuni/299/299.
pdf

https://assets.publishing.service.gov.uk/government/uploads/system/
uploads/attachment_data/file/793360/Online_Harms_White_Paper.pdf

AGCOM https://www.agcom.it/documents/10179/10875949/Studio-
Ricerca+08-06-2018/c72b5230-354d-444f-9e3f-5467ca450714?version=1.0

https://www.agcom.it/documents/10179/12791484/Documento
+generico+09-11-2018+1541763433144/e561edf2-a138-443e-9937-
303f68d92cc3?version=1.0

https://www.agcom.it/documents/10179/12791486/Pubblicazione+23-11-
2018/93869b4f-0a8d-4380-aad2-c10a0e426d83?version=1.0

In Australia, Japan and the UK some reports from parliaments, the 
government, and authorities have suggested the need for new ex-
ante rules, albeit light ones, even envisioning a digital-coordinating 
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authority. The same proposal was made by research presented at 
Booth Chicago. One of the central issues discussed was whether it is 
necessary to revisit the antitrust rules, for example on concentrations 
and mergers, or if, some ex-ante regulation on Big Tech is needed. There 
is now an increased awareness by the public about the impact of digital 
and data economy. National (and continental) policy makers well 
understand that it is fundamental to assess the impact of digitalisation 
and disruptive technologies on regulatory capacity of national public 
bodies, with the aim to understand if, and how to, rethink and redefine 
regulators’ competences, powers and cooperative mechanisms, both 
to facilitate the development and exploitation of the digital and data 
economy potential benefits, and also to address also their challenges 
and risks.

The repeated requests by the European Commission and other 
regulatory authorities for access to information on data treatment and 
profiling by online platforms remain unanswered. It is crucial, then, to 
provide independent regulatory authority, with audit and inspection 
powers, on the use of economic data, and on the impact of platform 
rules (in particular social media) on the dissemination of information 
and on the transparency of algorithmic profiling for the user. This 
proposal will help regulators to provide a regulatory assessment on the 
economic dynamics of data markets and on the role of platforms on the 
one side; and on the impact of the self-regulation approach to online 
pluralism on the other. But it is necessary to hurry: effective solutions 
urgently require monitoring powers, while the road to dominance 
proceeds very quickly, and disinformation strategies spread around 
the web.
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