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EXECUTIVE SUMMARY

In order to pre-empt potential medium term competition and consumer
issues and ensure that its analysis of markets is future proofed, the OFT
needs to ensure that it is up to date with emerging trends that could
affect business practices and consumer behaviour.

To help meet this intelligence need, the OFT invited a panel of senior
figures from a range of fields to discuss emerging social, economic,
political and technological trends, and their impacts on consumers,
businesses and the relationship between markets and governments.

This report presents some of the highlights of the discussion that took
place.

In order to minimise the burdens of participation, the exercise took place
in a structured online discussion forum over a period of three weeks.
Chapter two discusses the methodology used in detail.

Chapters three and four cover the substantive content of the
discussions. It is important to emphasise that this report includes only
high level areas of consensus and disagreement, and is not intended to
reflect the complete breadth of comments that were made.

It is also important to make clear that the views expressed are derived
from the discussion that took place, and do not represent the OFT or any
of its staff.

Some of the key areas of consensus, along with issues that remain open
are summarised below:



Consumer behaviour and welfare

Multiple and complex options, information sources and bad choices
Points of consensus

e Consumers will be faced with a greater range of more complex options to
choose from.

e Information intermediaries will play an increasingly central role in facilitating
choice.

e Greater transparency about the incentives and commissions that information
providers receive is desirable where possible.

e Elected politicians, and not regulators, should be making substantive
decisions on social issues.

Open issues

e How detailed an understanding of complicated products and services is it
reasonable to expect customers to have when making choices?

e When does caveat emptor’ hold?
Vulnerability
Points of consensus

e Access to technology will recast the lines of vulnerability, which is a complex
phenomenon, and difficult to clearly define.

e The lack of a clear definition creates challenges for consumer protection.

' 'Let the buyer beware'



Open issues

e Whether the market will respond to the needs of those who do not keep up
with technological change.

e Whether vulnerability is an important issue for competition policy.

e Whether businesses will increasingly spot, and subsequently choose to avoid
the unprofitable consumer.

Business practices

Price discrimination, tailored direct marketing, and product
customisation

Points of consensus

e As firms have access to more information about their customers, price
discrimination and product customisation are likely to increase. Some
consumers will benefit, others will not.

Open issues

e Whether competition authorities should be concerned about fairness aspects
of price discrimination.

e The affect of increased price discrimination on foreclosure of markets.

e The impact of increased price discrimination on the number and type of
'marginal’ consumers, and therefore the level of competitive pressure that
firms face.

The balance of costs
Points of consensus

¢ In many markets the fixed costs of production will increase while the
marginal costs will decrease.



e This is likely to lead to more markets that are dominated by one or two firms,
and more goods that appear to be 'free'.

Open issues

e How competition authorities should react to the changing economics of
market equilibrium in high fixed cost, low marginal cost markets.

e The approach of competition authorities to network effects and intellectual
property.

e How to ensure that consumers get 'value for value' when supplying non-
financial value to firms in exchange for ostensibly 'free' goods.



2

BACKGROUND AND METHODOLOGY

Aim of exercise

2.1

2.2

The Office of Fair Trading (OFT) commissioned GfK NOP to consult a
panel of stakeholders and senior figures from a variety of fields® on what
medium-term trends the OFT should be aware of to ensure that its
analysis of market issues is timely, cutting edge and future proofed.

The discussion was not intended to reach concrete conclusions, but
rather to provide insights into the kind of issues the OFT should explore
further.

Figure 1: Aim of exercise
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2 This panel of 'experts' was called the 'OFT Futures Advisory Board'. See Annexe A for a full

list of participants.


































































































































