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Executive Summary 

ETNO is making this proactive submission to the Directorate-General for 
Information Society & Media to raise the issue of pricing of key wholesale 
access product on copper-based broadband networks and its impact on 
investment in next generation access networks (NGA).   

The main points of this paper are: 

• Europe’s competitiveness in the 21st century knowledge-based 
economy crucially depends upon a wide and timely deployment of 
NGA; 

• There are two related policy positions which could create 
disincentives for investment in the high-risk NGA business case: 

o The claim by some industry players that allegedly 
“excessive” wholesale prices for copper unbundled local 
loops (ULL) are creating a disincentive to invest in NGA – 
and especially fibre –  and that reducing the regulated prices 
of ULL and related access products will create incentives for 
investment; 

o The notion that divergent costing, or price-setting, 
methodologies and varying regulated access prices across 
the European Union (EU) are in themselves impediments to 
achieving a true single market in telecommunications, 
forwarded by the European Commission; 

• The first view is based on flawed premises.  In reality, placing 
downward pressure on the regulated wholesale price of ULL – 
whether intentionally or unintentionally as the consequence of ill-
conceived costing methodology reform – will have detrimental 
effects on the market and investment: 

o If the wholesale price of copper decreases, competition will 
lead to a decrease of the retail price of copper-based 
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broadband products. In turn, this will lower the end user’s 
willingness to pay for fibre and other NGA products, forcing 
operators to decrease the retail prices of their NGA-based 
access products to maintain their competitive position and 
making the investment case for private NGA roll-out even 
more difficult.  

o If the retail price level, or average revenue per user (ARPU), 
in the broadband access market is significantly reduced, it 
will also reduce the earnings of all players and their financial 
capacity to invest in NGA; 

• Regarding the second view, i.e., an appeal for harmonised prices in 
the single market, ETNO believes that additional Commission 
guidance to harmonise costing/price-setting methodologies is 
unnecessary given that: 

o considerable guidance has been provided by the European 
Commission and the European Regulators’ Group (ERG), 
and the ERG’s successor, the Body of European Regulators 
for Electronic Communications (BEREC), is examining the 
issue; 

o in the context of the existing guidance, common practice in 
regulatory accounting and costing methodologies has 
developed, as documented by BEREC’s latest “Regulatory 
Accounting in Practice” report1 ; 

o BEREC’s announced intention to further expand its yearly 
report,2 already restructured in 2010 to develop a deeper 
analysis on four key wholesale markets; 

o remaining divergence in regulated access prices across 
member states can often be directly attributed to national 
conditions – from population density to labour costs - rather 
than to divergences in costing methodologies;  

• The transition to NGA requires great caution for price-setting of 
‘legacy’ and current infrastructure as the methodology applied to 
these networks will affect both investment incentives and the 
methodology used for NGA; 

• ETNO is thus appealing for the further development of sound 
regulatory practice by national regulatory authorities (NRA) which 
ensures cost-recovery and network investment for both copper 
networks and NGA - and the uncertain transition between them. 

 

                                                 
1 BEREC, “BEREC Report Regulatory Accounting in Practice 2010,” BoR(10)48, 8 October 2010. 

2 BEREC, “Draft Work Programme 2011 BEREC Board of Regulators,” BoR(10)43, 8 October 2010. 
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CONTEXT 

In the context of President Barroso’s “Europe 2020 Strategy” and the 
European Commission’s flagship “Digital Agenda for Europe” policy 
programme3, both of which were endorsed by the Council and the 
Parliament, the European Union has recognised the importance of 
investment in NGA which can deliver high-speed broadband access.  
The key objective of this policy agenda “is to deliver sustainable 
economic and social benefits from a Digital Single Market based on 
fast and ultra fast internet and interoperable applications, with 
broadband access for all by 2013, access for all to much higher internet 
speeds (30 Mbps or above) by 2020, and 50% or more of European 
households subscribing to internet connections above 100 Mbps.”4 

It is estimated that NGA, delivering fast and ultra-fast internet access 
– whether via fixed or via wireless connections, could create around 
one million jobs (base case; best case = 2.1m jobs) in Europe and spur 
broadband-related growth in economic activity to an amount 
exceeding €850 billion (base case; best case = €1,080 billion).5  NGA 
will enable to a wealth of innovative value-added services (from cloud 
computing to e-health), efficiency gains and the creation of new web-
based industries, thus serving as the engine for growth, productivity 
and job creation. Fostering widespread private sector deployment of 
NGA is thus a prerequisite for the success of the Digital Agenda and 
the EU2020 ambition of achieving “smart, sustainable and inclusive 
growth.” 

Despite Europe's achievements in basic broadband connectivity, the 
availability and penetration of high-speed broadband is quite limited 
in comparison with the rest of the ‘triad.’  In the EU, it is estimated 
that as of end-2009 only 1.2% of households were fibre-to-the-
home/building (FTTH/B) subscribers.  This is in comparison 50.4% in 
South Korea, 37% in Hong Kong, 35% in Japan and 4.8% in the United 
States.6 

The size of the investment required in NGA in Europe is estimated by 
the Commission at between €38 and €58 billion to achieve the 30Mbps 
coverage (using a mix of VDSL and next generation wireless) and 
between €181 and €268 billion to provide to achieve 50% of 
households at 100Mbps.7  The scale of this investment and the goal of 
universal coverage require a balance to be struck between private 
investment and EU and member states’ resources, the expenditure of 
which should be carefully targeted to complement, and not to crowd-
out, private investment. 

                                                 
3 European Commission, “A Digital Agenda for Europe,” COM(2010)245, 19 May 2010. 

4 European Commission, “Europe 2020 – A strategy for smart, sustainable and inclusive growth,” COM(2010)2020, 3 March 2010. 

5 MICUS, “The impact of broadband on growth and productivity,” report for the European Commission, Sept. 2008. 

6 IDATE, “FTTH Panorama,” Feb. 2010. 

7 European Commission, “Communication on European Broadband: investing in digitally driven growth,” COM(2010)472, 20 September 2010.  

The sources cited are Plum/Cave for the U.K. Broadband Stakeholder Group, JP Morgan and Analysys-Mason.  Differences are mainly due to 

varying distributions of household density and the mix of technologies. 
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Investments in NGA are characterised by significant demand and 
supply-side uncertainty and long pay-back periods, which make 
calculating their profitability very difficult.  Costs are mainly ‘sunk’ 
and would be lost in case the investment failed to yield earnings. In 
this context, regulatory conditions, especially where they affect price 
levels, can ‘make or break’ the business case for NGA8.  Unfavourable 
regulatory conditions, which limit or prevent profitability, will 
undermine the decision of private investors to invest in NGA.   

ETNO member companies are the leading investors in electronic 
communications networks and services generally and major investors 
in NGA.  In their traditional domestic markets, they are often 
designated as operators with significant market power  (SMP) in key 
wholesale access markets and are required to provide wholesale 
access at regulated prices.  In these markets, it is critical to understand 
that the recovery of costs for regulated access products determines the 
confidence of undertakings and of financial markets in the future of 
fixed electronic communications industry and therefore their 
willingness and ability to invest9.  Under-recovery would be an 
extremely negative signal in this respect and would distract financial 
resources from access networks. 

There are two concurrent policy positions, however, which could 
jeopardise cost recovery and further weaken incentives to invest in the 
high-risk NGA business case.  These views are that: 

 “excessive” wholesale revenues from copper unbundled local 
loops (ULL) earned by significant market power (SMP) operators 
are creating a disincentive for them to invest in NGA – and 
especially fibre, which is being alleged by selected industry 
players10; 

 divergent costing, or price-setting, methodologies and varying 
regulated access prices across the EU are impediments to 
achieving a true single market in telecommunications, expressed 
by the European Commission.  It is implied that harmonisation of 
costing methodologies would result in a reduction in the average 

                                                 
8 For ETNO’s broader position about how regulatory conditions impact NGA investment incentives, see “ETNO Reflection Document in 

response to the Commission Recommendation on regulated access to Next Generation Access Networks (NGA),” RD307, July 2009; and 

“ETNO Reflection Document in response to the Commission Recommendation on regulated access to Next Generation Access Networks 

(NGA),” RD295, November 2008.  For example, Within we call for a regulatory environment comprising technology neutrality, proportionate 

access obligations, geographic segmentation in market definitions and the application of regulatory remedies and price controls, if necessary, 

allowing retail and wholesale pricing flexibility/differentiation . 

9 One notes that regulated access product prices are set based on a regulated return on the capital employed, or weighted average cost of 

capital (WACC). The resultant low access prices yield in general low returns, so hindering the entire financial viability of an SMP operator – and 

a low attractiveness of the undertaking in the financial markets. There is thus a relationship between the low price of the copper and the low 

level of investment of the SMP operator in new technologies generally. 

10 For example, European Competitive Telecommunications Association (ECTA), “Draft Recommendation on Regulated Access to Next 

Generation Access Networks (NGA) – ECTA response to Commission consultation,” July 2009:  “It is particularly important at this time that 

regulators assess the costs of copper rigorously ensuring that asset lives are appropriately set and the cost of capital is not excessive on this 

legacy ‘utility’ asset to avoid over-recovery. Ensuring that there is no excessive return in the pricing of copper above cost is important in ensuring 

the right incentives for SMP operators to upgrade the networks to make potentially higher returns through fibre.” 



 

 
ETNO Expert Contribution EC105 (2010/10) 
 

5

regulated price for key access products and reduced variance 
across member states. 

Arguments countering these two views  are addressed in turn below. 

 

REGULATED COSTING/PRICING OF COPPER AND ITS IMPACT ON 
THE NGA INVESTMENT CASE  

The argument on the part of certain industry stakeholders (and their 
economic consultants) for the artificial reduction of prices for 
regulated access products – and in particular copper ULL - claims in 
particular that SMP operators are earning excessive (regulated) 
returns on investment for such products, for example:  

“Incentives for incumbents to invest in FTTH/B are low -- not 
because of regulation, but because of cannibalisation and 
because of attractive pricing of copper network access 
products.”11 

These industry stakeholders, who rent ULL to provide their own 
services to end-users, have been promoting the idea that a significant 
reduction in the regulated price of copper loops would improve SMP 
operators’ incentives to invest in fibre.  The apparent rationale behind 
this idea is the following: the incentive for SMP operators to invest in 
fibre depends on the difference between the value of fibre-based 
access and the value of copper-based access. Therefore, assuming the 
value of fibre is fixed, the incentive to invest would increase if the 
value of copper decreased. 

But this rationale is flawed.  Formulating the argument explicitly 
exposes its weakness: the value of fibre-based access cannot be 
considered as fixed and independent from the value of copper-based 
access.  If the value of copper -- and more specifically the price of ULL 
-- decreases, retail competition will require ‘pass through’ of the 
wholesale price reduction and will lead to a decrease of the retail price 
of copper-based products and the ARPU.   

In turn, the lower retail pricing of copper-based broadband will force 
operators to decrease the price of their fibre-based access products to 
maintain their competitive position and keep a chance of attracting 
consumers on fibre.  The reduction of retail pricing of access product 
on the legacy network would be to the detriment of the end user’s 
willingness to pay, i.e., a lower propensity to pay a higher price for 
NGA products.   

Therefore, the short-term difference between fibre value and copper 
value for the SMP operator will not increase at all. It may even 
decrease, if the fibre premium (if any) is perceived by consumers in 
percentage terms, and the operator has to lower its retail price uplift 

                                                 
11 Neumann, K-H., “Regulating NGA – current approaches and market outcomes” presentation, “High-speed Internet for All” conference, 

European Competitive Telecommunications Association (ECTA), 2 June 2010. 
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for fibre in absolute terms to maintain the same price difference in 
percent. Moreover, the retail price level, or ARPU, would have been 
lowered and therefore the long term business perspectives for fibre 
access for the SMP operator would also be worsened. 

In addition, one observes that reducing the value of copper-based 
access will have negative implications on the incentives of alternative 
operators (“altnets”) to invest in their own fibre.  In the first instance, 
there will be negative implications on their short-term incentives 
because fibre investment would save less unbundling costs for them.  
They will continue to ‘buy’ access to the copper network rather than 
‘make,’ or invest, in an alternative fibre network12.   

There will also be negative implications on their long-term incentives 
because the ARPU in the access market would have been lowered for 
altnets too and therefore their long-term business case of fibre access 
also would be worsened.  Such altnet behaviour in the Netherlands 
was recently observed and commented upon by independent 
consultants13 engaged by the Dutch NRA, OPTA: 

“It is very questionable whether current wholesale access 
prices reflect the costs for the complete lifecycle of the access 
networks, including removal. Even more so when considering 
that the regulated ULL-rates went down from €13 in 2002 to €6 
today, while the original policy of OPTA in the 1999-2000 
timeframe on ULL was that those rates would be adjusted 
upwards. 

OPTA’s tariff policy was one of the reasons that in 2009 two 
major CLECs, Online, a Deutsche Telekom subsidiary, and 
Tele2 terminated their initial negotiations with Reggefiber to 
launch an FTTH-trial and decided to opt for VDSL2 from the 
Central Office instead. 

OPTA, by setting very different wholesale tariffs between old 
and new access networks, influences the market offerings. By 
effectively under-pricing competing copper and coaxial plants, 
when assessed on a FL-LRIC model, a substantive investment 
hurdle is created for FTTH deployment. This difference in 
wholesale access rates is an important factor in the viability of 
FTTH deployment. It creates an artificial funding gap between 
the fibre loop and the copper loop of ca. €8 per month that has 
to be overcome by the retail service providers.” 

The reduced or non-existent incentive of altnets to invest in fibre will 
in turn have a supplementary negative effect on the incentives of SMP 
operators to invest, given that one of the motivations of SMP 

                                                 
12 One should recall that the aim of the price control regulation, as highlighted by the ‘Bronner Case’ of the European Court of Justice (ECJ 

Case 7/97), is to create the conditions for an effective competition among competing infrastructures in the long term.  For example, in the 

opinion of the Advocate General, it states (para 57), “If access to a production, purchasing or distribution facility were allowed too easily there 

would be no incentive for a competitor to develop competing facilities. Thus while competition was increate in the short term it would be reduced 

in the long term.” 

13 Stratix Consulting BV, “FTTH deployment overview Q1 2010,” August 2010.   
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operators’ investments in fibre is to remain competitive with 
infrastructure-based competitors. If altnets do not invest in fibre, SMP 
operators would have fewer reasons to invest themselves. 

The same case can be made when considering the competitive 
pressure of cable network competition and its impact on fibre 
investments. If the ARPU in the broadband access market is 
significantly reduced, it will also reduce the earnings of cable 
operators and their financial capacity to invest to expand the 
‘footprint’ and/or upgrade their access networks.  

The same logic applies for altnets with pre-existing fibre networks. If 
the retail price level and ARPU in the broadband access market is 
significantly reduced, it will also reduce the earnings of fibre altnets 
and their financial capacity to further invest and expand their 
footprint. The competitive pressure for telecoms operators, SMP 
operators or altnets to switch from copper to fibre would vanish. 
Similarly, a significant decrease of copper prices may even slow the 
development of mobile broadband because of a lower relative cost 
premium of 3G or LTE mobile services when compared with copper-
based access. 

Thus, the idea that the policy objective of increasing investments in 
access networks in general and in fibre access in particular can be 
reached by reducing the value of copper access is not only ill-
conceived and opportunistic but potentially ruinous. An artificial 
reduction in regulated price of copper ULL would lead to significant 
market distortions by discouraging all industry operators from 
investing in NGA and send a disastrous signal to financial market on 
whether financial resources should be allocated to the fixed access 
networks industry. 

This in turn would undermine Europe’s digital agenda goals and 
global competitiveness and, next to telecoms operators and 
consumers, negatively affect manufacturers and other adjacent 
industries, hampering the development of the entire ICT sector. 

 

REGULATED COPPER COSTING/PRICING TO DATE 

In its recent review of the Article 7 procedure, the consultation 
mechanism which aims at ensuring a consistent regulatory approach 
within the EU telecommunications market, the European Commission 
concluded: 

“Regulatory remedies still vary across Europe, even where the 
underlying market problems are very similar. This is a serious 
impediment to achieving a true single market. In particular, 
NRAs continue to apply divergent price-setting methodologies 
when regulating key access products that enable alternative 
operators to compete against the dominant undertakings 
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which own most of the access infrastructure. The Commission 
has urged NRAs to use appropriate cost-accounting methods 
and to consult the actual level of regulated access prices across 
the EU.” 14 

Later it states,  

“An examination of the methodologies applied for defining 
cost orientation has shown that the NRAs` approaches differ 
unnecessarily. What is needed here is a more coherent 
approach, to regulatory accounting for key inputs across 
Europe.”15  

The examination to which it refers, however, is not made public. 

Under the heading “Reinforcing the single market for 
telecommunications services” in the Digital Agenda communication, 
the Commission indicates that it will address this issue by issuing 
some form of guidance: 

“Since the single market demands that similar regulatory 
issues be given correspondingly similar treatment, the 
Commission will prioritise the provision of guidance on key 
regulatory concepts under the electronic communications 
rules, in particular costing methodologies and non-
discrimination, and will also look for durable solutions for 
voice and data roaming by 2012.” [emphasis added] 

ETNO finds that the Commission’s concern is unwarranted – and 
possibly influenced by the above-mentioned biased altnet position.  
We do not see a need for an additional regulatory guidance to 
harmonise costing/price-setting methodologies given that: 

o considerable guidance has been provided by the European 
Commission and the ERG, and the ERG’s successor, the BEREC, is 
examining the issue; 

o in the context of the existing guidance, common practice in 
regulatory accounting and costing methodologies has been 
developed; 

o remaining divergence in regulated access prices across member 
states mostly can be attributed to national conditions – from 
population density to labour costs, rather than to divergences in 
costing methodologies. 

And, as we will argue in the section to follow, the transition to NGA 
requires great caution for price-setting of ‘legacy’ infrastructure as the 
methodology applied to copper networks will affect both investment 
incentives [see above] and the methodology used for NGA networks. 

                                                 
14 European Commission, “Communication on market reviews under the EU Regulatory Framework (3rd report) – Further Steps towards the 

consolidation of the internal market for electronic communications”, COM(2010) 271, 1 June 2010, p.4. 

15 Ibid, p.9. 
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EU level guidance available16 

ETNO maintains that the European Commission and the European 
Regulators’ Group (ERG) have provided national regulatory 
authorities (NRAs) considerable and sufficient guidance. In 2000, the 
Commission adopted the Regulation on unbundled access to the local 
loop17, which required that: “Pricing rules should ensure that the local 
loop provider is able to cover its appropriate costs in this regard plus a 
reasonable return, in order to ensure the long term development and 
upgrade of local access infrastructure.”  SMP operators were required 
to charge prices for ULL and related facilities set on the basis of cost-
orientation. 

In 2002, the Framework Directive18 and Access Directive19 were 
adopted, instituting a regime which eventually allowed the 2000 
Regulation to be repealed20.  The Access Directive prescribes cost 
orientation as a form of price control in situations where a market 
analysis indicates that a lack of effective competition means that an 
operator with SMP might sustain prices at an excessively high level, or 
apply a price squeeze, to the detriment of end-users21.  For example, 
NRAs shall take into account the investment made by the operator 
and allow him a reasonable rate of return on adequate capital 
employed, taking into account the risks involved. NRAs shall ensure 
that any cost recovery mechanism or pricing methodology that is 
mandated serves to promote efficiency and sustainable competition 
and maximise consumer benefits. 

The European Commission published a Recommendation in 2005 on 
accounting separation and cost accounting systems22 “to ensure a 
consistent application of principles, systems and methodologies at EU 
level taking into account the experience gained at national level.”  The 
Recommendation does not impose a specific costing methodology, 
allowing regulators to choose the most adapted to the country-specific 
conditions under the principle of subsidiarity.    

In 2005, the ERG issued a Common Position on how to implement the 
2005 Commission Recommendation on cost accounting and 
accounting separation.23 It describes the different methodologies 
which may be used by NRAs, suggesting ‘best practice.’  

                                                 
16 Costing methodology issues are application for numerous access products.  A focus is made here on ULL costing/price-setting due to its 

relevance. 

17 Regulation No 2887/2000 of 18 December 2000 on unbundled access to the local loop. 

18 Directive 2002/21/EC of 7 March 2002 on a common regulatory framework for electronic communications networks and services. 

19 Directive 2002/19/EC of 7 March 2002 on access to, and interconnection of, electronic communications networks and associated facilities.   

20 As called for by Directive 2009/140/EC of 25 November 2009 amending Directives 2002/21/EC,  2002/19/EC, and 2002/20EC. 

21 The local loop is generally considered to be as ‘essential facility’ on which the incumbent enjoys a monopolistic situation. Therefore, NRAs 

generally impose cost-oriented prices for ULL. 

22 Recommendation of 19 September 2005 on accounting separation and cost accounting systems under the regulatory framework for 

electronic communications. 

23 ERG(05)29, “ERG Common Position:  Guidelines for implementing the Commission Recommendation C (2005) 3480 on Accounting 

Separation & Cost Accounting Systems under the regulatory framework for electronic communications.” 
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BEREC has also included a “Regulatory Accounting” work stream in 
its 2010 Work Programme. It intends to “investigate the extent to 
which further alignment among Member States might be achievable. 
This could include carrying out an additional analysis of NRAs 
regulatory accounting approaches in key wholesale markets, aiming at 
identifying the rationale behind different price control methods and 
modelling choices.”  

According to BEREC, this could be the basis for the development of 
consistent regulatory approaches and ‘best practice.’ The results of this 
analysis should be assessed before deciding upon any potential 
Commission initiative.  

Development of common practice 

Since 2005, the ERG has been collecting information annually from its 
members on the implementation of regulatory accounting 
methodologies, systems and processes. The main purpose of these 
annual reports, “Regulatory Accounting Report in Practice,”24is to 
provide an up-to-date overview of the regulatory accounting 
frameworks used and an assessment of the level of harmonisation 
achieved by NRAs. 

The reports confirm a trend towards common practices in regulatory 
accounting and costing methodologies.  For example, it is now a well 
established regulatory practice that where cost-based pricing is 
mandated, the prices for network access should be calculated on the 
basis of average long run incremental costs (LRIC) to not 
disincentivise competing and new infrastructure investments.  The 
“BEREC Report - Regulatory Accounting in Practice 2010” finds that: 

“There are clear preferences for price control methods (cost orientation 
alone or in combination with price cap), cost base (current cost 
accounting – CCA) and accounting methodologies (mainly long run 
incremental costs with fully distributed costs preferred only in a few 
markets). The degree of harmonisation of methodologies seems high 
and accommodates the use of elements or parameters that reflect 
national circumstances.”25 

In its draft work programme for 2011, on which it is currently 
consulting, BEREC has announced its intention to further expand its 
yearly report,  which already was restructured in 2010 to develop a 
deeper analysis on four key wholesale markets: Line Rental, 
Unbundled Access, Broadband Access and Leased Lines Terminating 
Segments. 

 

 

 

                                                 
24 See ERG(06)23, ERG (07)22, ERG(08)47, ERG (09)41. 

25 p. 3, BoR(10)48. 
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Differing national conditions can in practice lead to different costs  

As presented in the Commission’s ‘15th Implementation Report,’26 
while ULL monthly average prices have decreased in the period 2005-
2008,27 a  variance in the price across the member states28 remains. 

Such variance in ULL pricing should not be attributed directly to 
divergences in costing methodologies but also to widely differing 
national circumstances. Operators are indeed faced with a wide range 
of country-specific cost drivers:   

o scale factors; 
o asset types and configuration; 
o demographic network effects (such as population 

density and degree of urbanisation); 
o weather effects; 
o employee compensation costs; 
o regulatory environment costs affecting employment 

costs; 
o maintenance intervention costs; 
o physical planning costs; 
o regulatory costs reflecting quality of service 

regulations; 
o regulatory costs arising from compliance and 

regulatory finance; 
o cost differences and trends affecting other inputs to 

operating costs (materials, energy, equipment) that are 
complementary to labour in direct operating costs; 

o cost differences and trends in other services that enter 
into indirect operating costs (surveying, construction, 
legal and accounting services, and insurance being 
examples). 

 

Against this background, the divergences in ULL prices in Europe 
cannot mainly be attributed to diverging costing methodologies, but 
instead to factors such as those listed above. 

Despite the differing national circumstances and cost drivers, there is 
convergence in ULL average prices across the 27 member states. The 
remaining ULL price differences between the EC countries are in fact 
less significant than fundamental differences induced by their 
economic and demographical features, such as the density of 
population, the GDP per inhabitant and broadband penetration rates; 

Given that in 2010, price variance is at its lowest level ever, one could 
expect that the ULL price convergence trend will continue.  

                                                 
26 European Commission, “Communication - Progress Report on the Single European Electronic Communications Market 2009 (15th report),” 

COM(2010)253, 25 May 2010. 

27 Ibid, Annex 2, Figure 112b. 

28 Ibid, Annex 2, Figure 112a. 
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Against this background, as well the existing guidance at EU level and 
constant monitoring by BEREC, additional EU level guidance to bring 
further harmonisation does not seem necessary.  

 

CONCLUSION 

As we have argued in this submission, the transition from current 
copper-based networks to NGA can be greatly affected by changes to 
the costing methodology for key wholesale access products. In this 
transition, continuity in costing methodologies appears to be an 
important element of regulatory certainty. In this context, it seems 
important for NRAs to maintain the degree of discretion that they 
currently have in applying an appropriate costing methodology. An 
assessment of any further harmonisation requires the recognition of its 
impact on this transition process.  

The recovery of all relevant costs for regulated access products is a key 
variable in determining the willingness and ability of the SMP 
operator to invest – in both existing copper networks and NGA – and 
in determining the overall level of private investment in NGA. It 
should be a basic principle which informs the market reviews of and 
the imposition of any price control remedies by NRAs and any 
possible future BEREC or Commission guidance.   

ETNO calls upon the Commission’s Directorate-General for 
Information Society & Media to encourage sound regulatory practice 
to ensure this cost-recovery and network investment in both copper 
networks and NGA - and the uncertain transition between them. All 
arguments brought forward in the debate on costing of wholesale 
products should be considered with a thorough consideration of their 
impact on electronic communications markets as a whole and on the 
broadband targets of the Commission’s Digital Agenda. 

ETNO will contribute additional, more detailed input on costing 
methodologies for current and next generation networks in a 
forthcoming submission. 

 


