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Definition of OTT

Any Content and
Applications Provider
(CAP) providing online
services that can be
regarded as potentially
substituting for traditional
telecommunications and
audiovisual services such
as voice telephony, SMS
and television1

Source: http://ottsource.com/ott-blog/
1Directorate General for Internal Policies, EU: OTT Players, Market Dynamics and Policy Challenges
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What is  App Economy ?

The app economy is defined as the sum of all economic activity, products and services, 
required to deliver app functionality to end users via mobile broadband services. 

The app economy has unleashed a ‘virtuous 
cycle’, transforming multiple economic and social 
activities on its way, opening up new channels of 
innovation, productivity and
communication. The rise of the app economy and 
ubiquity of smart mobile devices create great 
opportunity for companies who can leverage 
global scale solutions and systems.
Technology design deployed by disruptive app 
companies – such as Uber or Airbnb – reduces 
transaction costs while allowing for increasing 
economies of scale. The outlook for both network 
operators and over-the-top providers (OTTs) is 
bright as they benefit from the virtuous cycle – as 
the ICT sector outgrows all others, innovation 
continues to power ahead creating more 
opportunities for growth.
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OTTs and Race for the Scale

▪ The rise of the app economy and ubiquity of smart mobile devices create 

great opportunity for companies who can leverage global scale solutions 

and systems. 

▪ The growth of OTTs is driven by falling transaction costs, falling 

organizational costs and increasing economies of scale.

▪ Businesses featuring physical products, stores and factories cannot grow 

indefinitely since their physical assets will become too large to manage 

effectively and unit costs will rise.

▪ Economists characterize this as ‘diseconomies of scale’ (represented by 

the upward slope of U-shaped blue curve in Figure here). The point at 

which unit costs start to rise marks the ‘maximum efficient scale’. While 

this maximum efficient scale is small compared to the entire market size, 

there will be room for several large firms to compete in the market.

▪ In the digital world, the traditional long-run cost curves are superseded by 

long-run cost curves that see unit costs continue to fall regardless of 

production levels (the red curve) – i.e. diseconomies of scale never set 

in. Under such conditions, firms that identify new business models are in 

a global race with competitors. As companies like Uber or Airbnb pull 

ahead of the competition, their unit costs fall and competitors can no 

longer keep up.



The APP Economy Ecosystem

• The app economy ecosystem is an 

interacting set of handset makers, platform 

owners, app developers and consumers in 

a highly competitive and dynamic 

technological environment

• It is characterised by interacting sets of 

network effects: 
– More consumers per platform, the more profitable will 

be app development for that platform

– More apps and better apps will attract more 

consumers

– Handset manufacturers achieving greater scale will 

lower unit costs, fine tune production value chains, 

enabling  more competitive handset market

– Better handsets mean more consumers and so on...

Source: The Race for Scale:  Market Power, Regulation, and the App Economy, GSR 2016



Regulatory imbalances between traditional and OTT operators



ICT Regulators at the forefront of dealing with new challenges : OTTs and OSPs

Seventeen ICT regulators have so far been assigned to deal 
with the new and challenging areas of over-the-top (OTT) 
players and online services providers (OSPs), such as Google, 
Facebook and Alibaba. From the start these areas were not 
clearly defined and their monetization potential was largely 
underestimated. The
issues involved in regulating such areas are certainly 
complex and multi-faceted and for the time being there is no 
universal agreement on what would constitute good 
OTT/OSP regulation. National views on issues like net 
neutrality, content regulation and even the definition of 
regulated services or relevant markets
diverge significantly. The 17 countries which have assigned 
ICT regulators to take on these challenges include Australia, 
Bulgaria, Canada, Iran, Trinidad and Tobago, and Viet Nam. 
The current EU approach to regulating OTTs is highlighted in 
Box 17.



Panelists will Discuss

▪ Key issues facing the industry and the regulators

▪ Practical aspects of implementation from global deployments and 

challenges

▪ Addresses some successful implementation from Asia-Pacific region 

and role various stakeholders are playing to make it happen

▪ Standards and best practices 

▪ Possible approaches for consideration
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