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ETNO Reflection Document commenting on 
possible revision of the Commission 
Recommendation on the provision of leased lines in 
the European Union, Part II – Pricing of wholesale 
leased line part circuits 

 
Executive Summary1 

ETNO operators are concerned with the proposed recommendation for 
several reasons: 

• When remedy price control is needed the Recommendation and the use of 
benchmarks may in practice replace the application of targeted 'cost 
orientation' obligations based on a specific market analysis which has to 
follow under the new regulatory framework. Price control in the form of 
cost orientation will not be based on factual data as those provided by the 
accounting systems which are formally requested by the Access Directive. 

• The definition of 'leased lines circuit' opens for a too wide application of 
the benchmarks 

• The methodology applied to get the benchmark prices does not reflect 
differences in national markets nor the approach taken by NRAs so far 

ETNO questions the usefulness of the proposed Recommendation, but at 
least substantial modifications are required. 

ETNO welcomes the opportunity to submit comments on the Possible Revision 
of the Commission Recommendation on the provision of leased lines in the 
European Union, Part II – Pricing of wholesale leased line part circuits. 

We acknowledge that the scope of the  proposed Recommendation has been 
clarified after meetings in CoCom as well as with the industry and in particular 
we welcome the notion (p. 3) that the final Recommendation is to be applied by 
NRAs only to the extent the NRAs consider it is needed to complement their 
current practice. 

                                                 
1 BT does not support this paper. 
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Nevertheless we question the need for the benchmarks as they may pre-empt 
the outcome of the market analysis and the selection of remedies in accordance 
with the competitive situation in a given market. This even more as the product 
market for leased lines as such can be questioned because of the technology 
bound ex ante definition. 

The application of a benchmark as proposed will be based on non 
homogeneous data related to an abstract definition of partial circuit - which 
does not correspond to the concrete interpretation of several Member States 
and does not take into account the market analysis outcome. This may subsidy 
inefficient market entry that could jeopardise the competitive outcome of the 
telecommunications market. 

In principle the proposed definition of leased line part circuit should be linked 
to the relevant market 13 as defined by the Commission and should be 
considered as a wholesale product providing an input to the retail market 7. 

 

We have the following comments on the questions in the call for input:      

 
The overall level of prices of leased line part circuits in Member 
States 

The call for input explains why the Recommendation is needed:  

 

The Commission’s regular Implementation Reports  show that the variation of monthly 
prices for leased line part circuits across Member States remains very high compared to 
the retail leased line prices. In addition, information provided by Member States reveals 
persisting and aggravated problems with the level of notified operator’s prices for leased 
line part circuits and confirms problems with the variation of such prices.  

One-off connection prices are a considerable element of overall prices for leased line part 
circuits. Their importance in relation to the monthly rentals varies considerably across 
Member States, line capacities and line lengths (p.3).  

 

However, this statement isn't consistent with the findings of the 9th 
Implementation reportA which shows substantial price decreases for different 
types of lines in the EU. E.g. the average EU deviation from the price ceiling for 
the most used product such as 2Mb/s leased lines interconnection is 7,30% in 
2003: 
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The decrease in prices is further illustrated by the notion of the 9 IR that the 
average prices retail in EU is close to the US average (Annex 1, Charts 99-108) 
which earlier was used to exemplify the high level of leased lines prices in EU. 

 

Additionally we will recall that the current prices of wholesale leased lines 
products are examined and approved by NRAs in accordance with the 
requirement for cost orientation under the repealed Directive 92/44/ECC. 

 

We also  will draw the attention to the fact the recent discussion among 
different interest groupsB has demonstrated that the assumptions underlying 
the Recommendation: namely that leased lines prices are too high, leased lines 
are not priced in accordance with regulatory requirements , leased lines are 
provided at unsatisfactory conditions may be highly questionable and build on 
misunderstandings.  

 
The proposed reference model for data collection.   

We have commented on some aspects of the reference model in our comments 
on 5.1 below.  

 
The parameters for the leased line types to be covered by a revised 
Recommendation  

We have remarks on the following parameters: 
 

5.1 Definitions 'Leased line part circuit' 
The Recommendation gives the following definition: 
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'Leased line part circuit' (LLPC) means the dedicated link between the 
customer premises and the point of interconnection of the new entrant 

 

This definition is inconsistent with other definitions used in the RIOs for 
switched traffic, were the interconnection point is set at SMP operator’s node 
(the Digital Local Exchange or the Tandem Exchange of the SMP Operator), and 
not at the Exchange of the requesting operator. As a matter of fact, the traffic 
interconnection service of a SMP operator is provided at the SMP operator’s 
exchange, while the interconnection link can be provided by the requesting 
operator or by the SMP operator. 

According to this approach in Figure 1, the Label 'POI' should be changed to 
'Node of access seeker' and the Point of Interconnection should be set at the 
interface of Node A. 

 

With this in mind the Recommendation should be related only to the partial 
circuit which goes from the client to the nearest point of interconnection of the 
SMP operator (A in the reference model figure 2) where interconnection is 
possible. 

This means that distances of 50 km are not relevant in many Member States. 

Otherwise the leased line part circuit segment from the SMP operator to the 
requesting operator will include a significant part of the trunk network which 
will have capacity qualities and technical features that are not necessarily 
related with the partial circuit demand and should not be covered by a price 
ceiling. It may be subject if needed after a market analysis only to the Reference 
Interconnection Offer prices which grant orientation to cost and avoid market 
distortions on the network facility investments.  

This approach was for example taken by the Swedish NRA which defines 
'terminating segments' so that:  

Terminating segments should include connections up to the point where it 
is possible to interconnect…with another operator regardless whether the 
connection actually takes place at that point or somewhere else in the 
network (our translation)C  

 

We strongly recommend that this clarification is taken into account so that the 
basic definition of the draft Recommendations is amended:  

 

“Leased line part circuit” means the dedicated link between the customer 
premises and the point of interconnection of the new entrant, where it is 
possible to interconnect 
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This may have an impact on the parameter line lengths so that 50 Km may be 
reconsidered.  

 

Specifically on the proposed lengths, it should be pointed out that in the 1999 
Recommendation, the Commission recommended prices for 2 and 5 km. lines, 
because they were considered the 'bottleneck' of the incumbent operator local 
access network (explanatory memorandum, point 3). 

 

It is difficult to understand why after 3 years more of competition, it proposes 
to increase the distance to 15 and 50km. The Commission should demonstrate 
that this bottleneck has increased to this extent. 

 

These are distances clearly belonging to the trunk network. For instance, an 
operator with only one point of presence and LLPC of 50 km available can 
build lines to cover a distance of 100 km., which is certainly a distance that 
belongs to trunk networks. 
 

5.2 Capacities 
The assertion that capacities of 155 Mbit/s in particular are 'intensively used' in a 
considerable number of Member States is not justified and our practical 
experiences are that is not the case. The use of this parameter may lead to 
undue requests and misunderstandings in national markets where such 
products only are delivered build-to-order with a case-by-case cost-oriented 
pricing as there is no demand for this as a shelf product. Furthermore, the 
demand which is intended to be targeted by 34 and 155M capacities is being 
met by other solutions delivered by competition and the market itself, like LAN 
Ethernet solutions, much more efficient than classic leased lines. 

 

If the benchmark exercise shall make sense at all only commonly available 
products for all national markets should be included, i.e. the inclusion of 155 
Mb and perhaps also 34 Mb cannot be justified.  

In addition, an operator might have a different SMP position for retail high 
capacity leased lines compared to low capacity lease lines such that no 
wholesale requirement imposed for high capacity are different or non 
existing. 
 

5.4 Best current practice prices 
In the Call for Input it is said that: 

'... There are also factors such as network density, labour costs and 
conditions, geological factors, permitted rate of return on capital employed, 
which vary between EU Member States. While such variations will to some 
extent affect the cost of leased lines and achievable delivery times, it is 
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considered that the differences can be accommodated within the ‘best 
current practice’ figures recommended here. ...' (p.8 

 

However, the methodology of the draft Recommendation does not reflect a full 
comparison of the half link offer for a new entrant. The best practice pricing of 
the Half Link offer should also take account of the QoS and the contractual 
conditions such that the best practice pricing does lead to a fair cost orientation 
tariff. The volumes of lines determine the cost per line and should therefore be 
taken into account in the pricing. The best practice recommendations should 
not take account of only one component but should take account of all 
important elements that determine the cost. Geographic characteristics should 
be taken in account; typically costs for small countries with high density are 
different that costs for big countries with lower density. The draft 
Recommendation thus leads to a specific network architecture which globally 
may be not efficientD.  

 

6.3 Reference model for price comparisons   
For 34 and 140 Mbit/s the subscriber line length should be 1 km instead of 3 
km, since subscribers requesting such capacity normally are placed near the 
main station. Without such a correction the comparison between tariff 
structures with a fixed charge for subscriber line and tariff systems with a 
length-depended charge for the subscriber line will be misleading. 

 

A subscriber line of 3 km is not consistent with a total length of 2 km, unless the 
distance of 3 km is based on actual route assuming a direct distance of 2 km. 
One must therefore assume this condition fulfilled for the subscriber line also in 
other configurations. 

 

6.5 Contract duration 
Contract duration of 4 years should be assumed for 34 Mbit/s and 140 Mbit/s. 
Customers requesting such capacities normally keep their connection longer, 
and in most cases operators do not require a full new one-off charge, when the 
connection is altered or expanded. 4 years therefore better reflects the reality for 
the customer. 
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A 9th Implementation Report, Annex 1 chart 37 
B Triggered by the publication of a 'scorecard' by ECTA 
C Terminerande avsnitt bör omfatta förbindelse fram till den punkt där det är möjligt 
att sammankoppla förbindelsen med annan operatören oavsett om 
sammankopplingen sker där eller på annat ställe i nätet och oavsett om annan 
infrastruktur finns utbyggd vid denna punkt eller ej, in: PTS:  Definitioner av 
relevanta marknader enligt förslag till lag om elektronisk kommunikation (prop. 
2002/03:110) – konsultativt dokument, p. 50 
D For example, when the draft Recommendation considers short leased lines 
interconnection (2 to 5 km) that means the terminal part which uses the local loop. 
Thus, to follow the Recommendation, interconnection points should be located at 
the main distribution frames. However, in order to respect best practices regarding 
Quality of service, a leased lines router has to be installed at the main distribution 
frames. These routers are for economical reasons better located at regional 
points, which result in an average distance of short leased lines which is 20 km on 
average - otherwise a costly and inefficient reconfiguration of the networks has to 
be carried out.  

 


