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Why we need to consider holistic consumer

outcomes

As government policy, regulation and competition law all aim to make a positive difference for consumers, it is
crucial to have a common understanding of what constitutes a consumer benefit. To date, consumer outcomes
have been considered mainly in terms of price, quantity, quality, innovation and choice. However, Tim Hogg, Oxera
Consultant, argues that advances in technology mean that authorities should consider an additional set of holistic
consumer outcomes, including relationships, fairness, truth, and privacy

This article is based on Hogg, T. (2019), ‘The Sociology of Technology’, InterMEDIA, International Institute of Communications, January, https:/www.
iicom.org/intermedia. The article won the 2018 International Institute of Communications Future Leaders Competition, https:/www.iicom.org/join/
item/2018-iic-future-leaders-competition. The views in the article are those of the author.

Our common understanding of what constitutes a consumer
benefit—i.e. how we define consumer outcomes—is a
crucial element in policymaking, regulation and competition
law:

economic impact assessments are conducted to
quantify the effects of potential policy decisions;

if a regulator identifies a market failure causing
(sufficiently) poor consumer outcomes, it may choose
to enact regulatory remedies;

competition law has developed to ensure that
anticompetitive practices or mergers do not lead to poor
consumer outcomes.

Given that consumer outcomes are so important, the way

in which they are considered is crucial. There is generally

a high degree of consistency in this across policymakers,
regulators and competition authorities, as shown in the table
overleaf.

Technological advances mean that
we need a holistic view of consumer
outcomes

The depth and breadth of
relationships are being affected
by technology

Technology has the ability to bring people together;
through social media, we can make new friends and
remain in contact with them even if they travel to the
other side of the planet.

However, technology can also cause isolation.
Loneliness appears to be growing in many societies
across the world, and technology may play a role in this
for some people.! Evidence suggests that the loneliest
age group in the USA is 18-22, and individuals in this
group are arguably likely to be the heaviest users of
technology.? Indeed, therapists advise that switching off
devices can deepen intimacy.?

The net effect of technology on the quality of both online
and offline relationships is a matter of heated debate.*
Few argue, however, that technology has had little impact
on the relationships of billions of consumers.

The fairness of consumer outcomes
is being affected by technology

Technology is changing the distribution of consumer
outcomes (distributional fairness) and the way in

which firms set prices (procedural fairness). Different
consumers are quoted different prices for the same
goods. Advances in algorithms and access to consumer
data mean that personalised pricing is growing in
importance.®

While price discrimination is a natural (and often
efficiency-enhancing) part of markets, technology is
increasing the opportunities for it. In many cases,
technology is undoing existing cross-subsidies, which
may have unintended social consequences. This was
highlighted in the UK by a recent complaint to the
Competition and Markets Authority from consumer body,
Citizens Advice.”
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Table 1 Five consumer outcomes

Lower prices are beneficial for consumers, who are able to
consume more while remaining within their limited budgets.
For example, lower broadband prices are a positive
consumer outcome.

Price

Greater quantity is beneficial for consumers, in terms of

both the number of consumers who purchase a productand

the amount of a productthat individual consumers

@ purchase. Quantity is driven largely by price. For example,
greater broadband penetration is a good consumer

Quantity ——

outcome.

Greater product quality is beneficial for consumers. For
example, higher broadband speeds enable consumers to
gain more utility from Internet access. Quality also
encompasses time savings.

Quality

Faster innovation leads to better-quality products and the

Innovation development of new products. Forexample, innovation in
fibre broadband has increased broadband speedsand data

caps.

A greater variety of products available enables consumers
T (with varying preferences)to choose the most suitable

Choice

Source: Hogg, T.
Dissemination of truthful news
is being affected by technology

Technology is changing the dissemination of news, with
93% of US adults viewing some form of online news
media.® This is much more convenient (and cheaper) than
buying a daily newspaper, and it means that we are often
far more aware of global events than we would have been
otherwise.

However, the impact of technology has not been totally
positive when it comes to the dissemination of news—for
example, it has made it easier and cheaper to spread
false information (such as ‘fake news’). Fake news
undermines trust in online news (and social media
platforms) and harms democratic debate.

Privacy is being affected
by technology

Technology is changing the level of privacy that
consumers enjoy, as many online business models

rely on access to consumer data. For example, price
comparison websites are able to match us with providers
when we enter our personal details and preferences.
Social media accounts are often free because of targeted
advertising.

The cost to consumers of these positive outcomes is

a reduction in privacy.® This could lead to consumer
detriment, as some people may be unaware of how their
data is used—and feel powerless to do anything about

it.1

product. For example, a range of broadband products with
differentspeeds, data caps and prices means that
consumers can choose the product best suited to them.

Holistic consumer outcomes
can and should be considered

New consumer outcomes must be
important, quantifiable and widely
applicable

One should exercise a certain degree of caution before
adding new consumer outcomes to the existing list.
Newly considered consumer outcomes should be:

- important to a broad range of consumers, and
not overly similar to consumer outcomes already
considered;

- quantifiable, in order to be useful in decision-
making by policymakers, regulators and competition
authorities;

- widely applicable across a broad range of markets,
and in the application of policy, regulation and
competition law.

The four holistic consumer outcomes in Table 2 overleaf
meet these criteria.

Relationships

Technology is having a significant impact on the
relationships enjoyed by consumers, in both positive and
negative ways. Relationships are important to all aspects
of the economy, as stated by Ashcroft et al. (2016):""
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Table 2 Holistic consumer outcomes
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Source: Hogg, T.

Creating value, managing risk, achieving performance
in a fast-moving business environment, improving
wellbeing, building social capital, developing nations:
all these challenges are affected by the health or
otherwise of relationships.

Perhaps contrary to expectations, the quality of
relationships (e.g. intimacy versus loneliness) can be
quantified. Five quantifiable metrics have been identified
elsewhere as: effective communication; momentum in the
relationship (e.g. a sense of belonging); transparency;
participation; and synergy (e.g. a shared identity).?

Policymakers are already acting to address some of
the issues in relationships that may be exacerbated

by technology. For example, in January 2018 the

UK appointed a ‘ministerial lead on loneliness’ with
responsibility for building ‘more integrated and resilient
communities’.’®

Consideration of relationships is also widely applicable
across the whole economy. As Sir Joseph Pilling, a
senior British civil servant, put it:'*

It would be a happier world if civil servants were
required at the end of every policy paper they wrote
to include a paragraph assessing its relational
implications for the society they are serving.

To summarise, the depth and breadth of relationships
are important, quantifiable, and widely applicable. The
relationship consumer outcome can be defined as:

Greater depth and breadth of consumer relationships,
in terms of leading towards intimacy or isolation.

of consumer relationships, in
terms of leading towards
intimacy.

Greater distributional and
procedural fairness towards
consumers, ensuing that no
consumeris unduly
exploited.

Greater prevalence (and
penetration) of truthful news
(as opposedto unreliable or
fake news).

Greater awareness of how
consumerdatais used, and
greater ability to control how
consumer datais used.

Fairness

Technology is affecting distributional and procedural
fairness. There is a vast body of evidence from
psychology, neuroscience and behavioural economics
showing that fairness is important to consumers.'®

Distributional and procedural fairness is relevant to all
markets where there is price discrimination, and can

be considered by policy, regulation and competition
law.'® While definitions of fairness are likely to remain

to some extent subjective, policymakers and regulators
are already beginning to consider fairness. For example,
the UK Financial Conduct Authority regulates to ensure
that firms are ‘treating customers fairly’, and it is able to
quantify and assess fairness."”

Fairness is therefore an important, quantifiable and widely
applicable consumer outcome. The fairness consumer
outcome can be defined as:

Distributional and procedural fairness towards
consumers, ensuing that no consumer is unduly
exploited.

Truth

The ability to uncover, proclaim and find truth is a vital
part of the democratic process. The truthfulness of online
news has come under question with the rise of fake news,
and tackling fake news must be a high priority.

Facilitating the truth in online news is already a large part
of a range of business models. For example, publishing
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organisations aim to promote quality in journalism, and
online platforms are dealing with the issue, assisted by
independent fact-checkers.™ It is possible to define fake
news and quantify its prevalence.®

The truthfulness of news is relevant across policy,
regulation and competition law. Indeed, policymakers
are beginning to take the question of truthfulness in
news seriously.

Truth is therefore important and quantifiable. While there
could be a debate over whether truth is widely applicable
enough (given the focus on news), it should be noted
that a variety of online markets, such as social media,
affect truth—on balance, it is likely to be applicable in a
number of contexts. The truth consumer outcome can be
defined as:

Greater prevalence (and penetration) of truthful news
(as opposed to unreliable or fake news).

Privacy

Privacy is important to many consumers, although the
degree to which they are concerned varies by country.?
The primary concerns about privacy lie in whether
consumers are aware of how their data is used, and
whether they have control over this.2! Both privacy
awareness and control are quantifiable through surveys
and experiments and can be evaluated by policymakers.

Privacy is also widely applicable, as it is relevant to
all online markets. Indeed, where policymakers and
regulators have begun to act on privacy (e.g. the
European General Data Protection Regulation), the
remedies have been wide-reaching in scope.?

In summary, privacy is important, quantifiable and widely
applicable. The privacy consumer outcome can be
defined as:

Greater awareness of how consumer data is used, and
greater ability to control how consumer data is used.

Considering holistic consumer
outcomes will benefit consumers and
society

Giving societies flexibility

Holistic consumer outcomes will naturally vary across
the world. This flexibility is important and necessary,
and it will help to counteract common critiques of
globalisation.?®

Policymakers, regulators and competition authorities
must be fully equipped to take the decisions that will
most benefit consumers in their jurisdiction. Each
society must reflect on the way in which technology is
changing a broad array of consumer outcomes, and
select the holistic outcomes that best reflect their own
values, preferences and priorities. Considering holistic
consumer outcomes will empower societies to ensure
that technology benefits all of their consumers.

Creating commercial opportunities

As shown in Figure 1, considering holistic consumer
outcomes in policy, regulatory and competition law
decisions results in a virtuous circle.

Figure 1 Considering holistic consumer outcomes will create

Technological advances

Greater societal
support for
technological advances

Better holistic
consumer outcomes

Source: Hogg, T.

Changes in broad array
of consumer outcomes

Consideration of
holistic consumer
outcomes
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Tackling objections

Any proposed change to policymaking, regulation and
competition law must be robust to challenge.Table 3
explores five possible objections to considering holistic
consumer outcomes, and how these may be overcome.

Conclusions

The next step is to start an open debate in each society
about which holistic consumer outcomes are important,

quantifiable and widely applicable. Policymakers,
regulators and competition authorities can then begin to
define high-level objectives based on these outcomes.
These objectives will inform their decisions, and further
incentivise enterprises to provide technology-based
solutions to the benefit of consumers worldwide.

Tim Hogg

Contact: Felipe Flérez Duncan

Table 3 Five objections to considering holistic consumer outcomes

Objection Response
Replacing the current
set of defined
consumer cutcomes
would harm
consumers

considerations).

Holistic consumer outcomes are complements, rather than substitutes,
to the current set of consumer outcomes (which remain vital

Holistic consumer
outcomes cannot be
quantified

Holistic consumer
outcomes are
uncommercial to
provide

Considering holistic
consumer cutcomes
will resultinless
competition

Holistic consumer
outcomes are outside
the boundaries of
economics

CQuantification of holistic outcomes is achievable. The challenge of
quantification is also relevant to some of the existing consumer
outcomes considered, such as quality. This does not mean that we
should stop caring about quality—rather, we should work towards
understanding and measuring quality more robustly.

Holistic consumer outcomes can be commercial to provide. For
example, Instagram and Facebook are introducing tools to help
consumers control the amount of time they spend on the sites, which
could help consumers improve offline relationships.' Financial services
firms inthe UK often advertise the fact that they treat customers fairly.
Facebook is developing new fact-checking technology to tackle fake
news.2 In the messaging app market, some apps explicitly advertise
themselves as better for privacy, such as Telegram and Signal * Signal's
slogan is ‘Fast, simple, secure. Privacy that fits in your pocket '

The intention is that there will be more competition, not less.
Considering holistic consumer outcomes will help to shift the competitive
equilibrium to one where firms compete over a broader array of
consumer outcomes. We are already seeing competition over holistic
consumer outcomes in some markets (such as messaging apps
competing over privacy).

Otherfields, such as sociology, have a great deal to add to policy,
regulation and competition law. In any case, the boundaries of traditional
economics are broader than often assumed—economics has a long
tradition of considering issues such as relationships, fairness, truth and
privacy.# Holistic consumer outcomes could also be thought of as
externalities or market failures.®

Note: ' Ranadive, A. and Gindberg, D. (2018), ‘New Tools to Manage Your Time on Instagram and Facebook’, Instagram, 1 August, https:/bit.ly/20LZBjs.
2Lyons, T. (2018), ‘Increasing Our Efforts to Fight False News’, Facebook, 21 June, https://bit.ly/2yxj976. * https://telegram.org/; https:/signal.org/.

4 There is a long tradition of viewing economics as ‘the study of human relationships that are sometimes expressible in numbers, a study that deals

with tradables, but also one that deals with nontradables (friendships, freedom, efficiency, growth).” Sedlacek, T. (2011), The economics of good and
evil, Oxford University Press, p. 14. First published in Czech as Ekonomie dobra a zla (2009). 5 Holistic consumer outcomes might be consumption or
production externalities. Varian, H.R. (2010), Intermediate microeconomics, eighth edition, New York, p. 645.

Source: Hogg, T.
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