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T4 TA4T Y LTV IRNERRRERBRE—TF
(“Telecommunications Markets in Europe: Growth and Investment need competition” 21 March 2007, Brussels & Y $k#%)

Access-based competition

“ Local loop unbundling is an essential enabler of competition in emerging broadband markets. In the absence of full
infrastructure competition, unbundling gives alternative operators the chance to offer highly differentiated services.”

<{RER>

CO—AN=TFUNRELE, ERLODO$HSHTA— NV FHFISENT, BEEAMELTELODFARGERTHL. 1735
R—XATOREGHENMERE LGVKRIZEWTIR, 7UN\Y PR, BEEFREICH LT, SEICERESn (HN@EEDH5)
Y—ERXRZRMT IHEEE52 5.

Next generation networks

Third, we have the local loops that are the bottleneck not only to competition in traditional telecommunication markets
but also to fast, all-IP networks. Here is where the regulatory attention has to concentrate to open up and keep open
competition, which is why | have been very vocal on the developments in Germany.
Giving a regulatory holiday to VDSL investments by the incumbent (which would mix the legacy copper loop with new
fibre investments) will not lead to more innovation. Rather it will turn back the clock by giving back the dominant actor
on the market a bottleneck asset and by stranding the infrastructural investments of competitors. Such an approach is a
competition killer, which will in turn hold back the innovation that is essential to making Europe more competitive in the
global market place.
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T4 TA4T Y LTV IRNERRRERBRE—TF
(“Telecommunications Markets in Europe: Growth and Investment need competition” 21 March 2007, Brussels & Y $k#%)

Functional separation and other regulatory solutions

One thing is clear, where the roll out of full fibre networks is considered, the ducts carrying the fibre optic cables become
key bottlenecks in the access network. It might be therefore that a more aggressive approach to unbundling the physical
infrastructure is needed. This could be a stimulus to infrastructural competition.

However, in many regions of Europe, it does not look as though there will be an economic case for infrastructural
competition. The high costs of rolling out new networks means that when (and if) we arrive at a full fibre local loop, they
will probably be non-replicable (i.e. monopoly) assets. In these cases, a good regulatory solution could lie in "functional
separation" — that is the separation within the business of the management of the infrastructure provision from service
provision.

This may provide an elegant solution to the age old problem of discrimination between the incumbent's services and the
services of others. If set up, correctly — that is to say if there is transparency and appropriate incentives to offer innovative

services on a non-discriminatory basis - then it could offer a way of encouraging efficient and open fixed networks the
wider population of the EU.
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