A TRANSATLANTIC POLICY FRAMEWORK FOR NEXT
GENERATION NETWORKS

EXECUTIVE SUMMARY
ICT technology has been changing at a rapid pace over the course of the past decade, and if the
EU and the U.S. want to excel in ultrafast broadband networks they need regulatory approaches
that incentivize investment and innovation.
Therefore, Trans-Atlantic companies would like to provide policy makers in the EU and the U.S. with
some suggestions on deployment and adoption of Next Generation Networks (NGNs).
1. For the EU
o
o
o
o

Review telco regulatory framework to prioritize infrastructure-based sustainable
competition.
Recognize and encourage commercial agreements over regulatory impositions, where
competition is possible.
Use commercial negotiations as the starting point for price setting.
Roll-out inclusive incentives, capturing the widest range of technologies and investment
models.

2. For the U.S.



Avoid intrusive and uncertainty-creating legislations.
Enhance better cooperation between regulators and private sector.

Overall, both sides of the Atlantic should:






Facilitate a swift transition to NGN fiber based networks.
Incentivize a technology neutral approach that enables deployment of different
technologies, depending on use case and market forces.
Encourage an adequate policy approach towards spectrum and mobile NGNs.
Minimize regulatory impediments through horizontal legislations, rather than rely on
sector-specific approaches.
Promote entrepreneurship and educate citizens to use digital services and projects.
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1. Background
ICT technology has been changing at a rapid pace over the course of the past decade. While
these advancements come with huge benefits, there are also challenges associated with their
implementation, particularly in regard to ever growing investment requirements in connectivity.
In order to continue moving past the roadblocks and towards the full development of a digital
economy and society, more input is needed surrounding the direction of the burgeoning field
of Next Generation Networks (NGNs). Trans-Atlantic companies are at the forefront of the
latest technological developments, and therefore have value input to give policy makers in the
EU and the U.S. at this juncture.
The global race for high-speed broadband connectivity to the Internet is on, with capacity
demands constantly increasing as technology breakthroughs (e.g. cloud computing, Big Data,
Internet of Things, industry 4.0, connected cars, HD and UHD videos, etc.) demand greater
bandwidth and require expanded specific service capabilities (e.g. reliability, short delay, large
number of connections, etc.). Moreover, the much anticipated convergence in addition to IP
connectivity has become a reality with a wide range of voice, video and other data services
being offered; policy-makers should take care to enable continued innovation in and delivery
of such services by all players, competing on equal footing.
2. EU vs U.S.: a tale of two different broadband landscapes
A lot of research has been conducted in the last eight years to determine where the EU and
the U.S. stand in terms of deployment and take up of next generation networks. Much of this
work has been grounded on the fundamentally different approaches that have inspired the
regulatory frameworks in the EU and in the U.S. for over a decade.
In the EU, the implementation of the 2003 Regulatory Framework was strongly conditioned by
objectives geared towards promoting competition based on network access by favoring new
entrants through stringent regulation of wholesale access products made available at costoriented prices. This approach was slightly modified in 2013 with a recommendation to lift
cost-orientation requirements for Next Generation Access Networks, providing that strong
non-discrimination rules were in place.
Meanwhile, the U.S. sought to encourage investments in new infrastructures by forbearing
from sector regulation to foster a model of infrastructure-based competition based on multiple
competing platforms (Cable, FTTH, Mobile and Satellite).
These two fundamentally different approaches have contributed to very different scenarios for
the sector, the status of NGN deployment and take up across the Atlantic. The highly regulated
EU market contributed to a decline in EU telecoms revenues vs. growth in other regions of the
world including the U.S. Until 2016, the perspectives followed a trend that showed 1.3% per
annum decline in revenues for telco operators in Europe vs. 4% per annum positive in the U.S.
This trend is directly correlated with investment in new generation networks and a growing
gap between both regions.
According to the latest figures compiled by Plum Consulting1, investment in fixed infrastructure
in the five biggest EU member states is at $130 per line, compared with $270 per line in the
U.S. Between 2008 and 2014, the U.S. invested more than twice as much per fixed line as the
Plum Consulting “Fostering investment and competition in the broadband access markets of Europe”, February
2016
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EU5 and this gap, if anything, is growing. The report found that as a result Europe has less
availability of high-speed broadband, poorer download speeds, and uses less data per capita
than the U.S.
Measured in terms of capital expenditure per capita, Plum concludes that from 2008 to 2014,
the U.S. invested twice as much per capita as the EU5 in mobile networks and 80% more in
fixed networks. A recent study by Idate2 concurs with this conclusion, indicating that mobile
CAPEX per capita in the U.S. almost reaches 80€, in line with Asian leaders, while in the five
biggest EU member states it is below 40€. This investment gap has increased dramatically
over the last 5 years.
As a result of this investment gap the U.S. has a substantial lead over the EU in terms of
NGNs coverage and adoption. Thus, multiple LTE networks already reach 98% of the
population in the U.S. while in the EU coverage remains at 79% of the population. Overall,
high-speed broadband availability is 30% lower in the EU than the U.S.; average broadband
speeds are 20% lower; and data use is more than 50% lower.
These differences increase the risk of an unbalanced development of the Digital Economy
across the Atlantic which is already creating tensions reflected in debates around digital
platforms and the new positions of dominance along the digital value chain. The best way to
achieve a more balanced development of the digital ecosystem across the Atlantic would be
to create the right conditions to stimulate investment in best in class connectivity in Europe
and to maintain the conditions to stimulate investment in the U.S. Strong operators with
sufficient scale capable of greater investments could be the platforms on top of which the
European digital ecosystem for services and applications could develop.

3. Policy recommendations to stimulate NGNs deployment and adoption across
the Atlantic
A. NGN Deployment
If the EU and the U.S. want to excel in ultrafast broadband networks they need regulatory
approaches that incentivize investment and innovation as the outputs of the policy process
that will maximize long term consumer interests. A number of factors seem to greatly influence
the specific deployment of Next Generation Access (NGA) Networks, namely the chosen NGA
structure, the technologies deployed and also the pace at which rollout takes place.
For the EU, that would mean using the review of the telco regulatory framework contemplated
in the Digital Single Market Strategy to deviate from the current regulatory paradigm applied
since the process of liberalization of the sector started in the 90’s. Under this approach
consumer welfare was identified with low prices brought up by a services based competition
model, favoring a considerable number of players who cannot provide directly owned
connectivity through regulation. This model was intended to foster competition over already
established networks but it has proven to be inappropriate to stimulate the deployment of new
generation networks. This is why the new framework objectives should move towards
prioritizing infrastructure based competition which is more conductive to innovation and
investment. The new focus should be placed on encouraging and rewarding long term
investment, including risk taking and innovation so that operators can compete by

Mobile operators’ investments, Whitepaper based on IDATE study for Ericsson and Qualcomm, November
2015
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differentiating amongst themselves on network features (quality/capacity/resilience) and by
extending their coverage and services.
Under this new approach commercial agreements (i.e. voluntary wholesale arrangements
between infrastructure owners and access seekers) should be recognized and encouraged
over regulatory impositions where sufficient competition is possible. Ex ante control of
wholesale prices should be avoided to ensure reasonably priced wholesale service. As
foreseen in the EC 2013 Recommendation, a balance must be struck that does not jeopardize
the value of the networks and thereby discourage investment. Commercial negotiations, which
consider risk sharing and long-term commitments, should always be the starting point for price
setting, subject to ex-post oversight. Instead of artificially creating several layers of access
products, ex ante regulation, if needed, should be significantly simplified, focused only on key
network inputs and applied where there is insufficient competition to discipline prices. We need
to provide all European regions with advanced telecommunication networks. Market-led
choices on investment and technologies are the best way to ensure that no European territory
is left behind and that all citizens can tap into digital opportunities as soon as possible.
Individual or collective investments in the most powerful networks, including FTTH, FTTC,
G.fast, cable and mobile wireless, will contribute to deliver faster internet speeds to consumers
across Europe and accelerate 5G deployment. For this reason, roll-out incentives need to be
as inclusive as possible and capture the widest range of technologies and investment models,
bringing benefits to citizens more widely and more quickly.

For the U.S. a regulatory approach that incentivizes investment and innovation would mean
refraining from imposing some of the more restrictive, intrusive and uncertainty-creating
provisions and focusing ex ante regulation to ensure just and reasonable rates. Since 1999,
and before the 2015 Open Internet Order, U.S. regulators applied light touch regulation to
wireline broadband and exempted mobile broadband from Title II regulation, encouraging the
capital-intensive investment necessary for competitive broadband deployment. Those
decisions achieved astonishing success, generating investment of hundreds of billions of
dollars and bringing both first- and next-generation broadband service via multiple networks
to urban and suburban areas, and frequently even to rural and other underserved areas.
The 2015 Open Internet Order classified broadband as a Title II telecommunications service.
We hope that the FCC will continue weighing carefully different industry comments and
proposals to ensure competition across the digital ecosystem while preserving the value of
investment in networks.
We hope that in lieu of moving forward with regulation that has the potential to inhibit
investment and stifle innovation, the FCC will weigh carefully different industry comments and
proposals to ensure competition across the digital ecosystem while preserving the value of
investment in networks. Policy makers in the EU and the U.S. should focus on adopting
collaborative, self-regulatory initiatives among industry stakeholders that helped fuel growth
in the U.S. from 2010 to 2015.

Both in the EU and the U.S. the following topics require an adequate policy response:
I.

Swift transition towards all IP networks:
To facilitate a swift transition to NGN fiber based networks, a flexible approach to
copper switch off should be adopted. It should promote the development of broadband
networks, incentivizing all market players to move towards new technologies without
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harming the principle of technological neutrality. The approach should also eliminate
any regulatory barriers that impede the deployment of scalable next-generation IP
networks that will enable secure and high-performance IP services from wireless to
Over-The-Top (OTT) to the fast growing Internet of Things (IoT) services.
II.

Role of Public Funding on NGN deployment:
Ubiquitous connectivity through NGNs is a prerequisite for a digital society that will
bring with it both economic and social benefits. For those reasons ubiquitous NGN
coverage is a political priority on both sides of the Atlantic. Regulatory approaches that
foster and incentivize private investment as described in the above will be essential to
achieve this goal. Where public funding of high-speed digital networks is deemed
necessary, the allocation of such funding should always follow clearly defined state aid
rules and be targeted towards those areas in the absence of which it would not be
possible for the private initiative to make a business case. Both the EU and the U.S.
can improve the prospects for investment in all areas, by avoiding complex regulatory
solutions and adhering to a technology neutral approach that enables deployment of
different technologies depending on use case and market forces.

III.

Adequate policy approach towards spectrum and mobile NGNs:
Because multiple competitive mobile networks already exist, they should be exempted
from access obligations. Instead, this competitive market should be supported by
progressive spectrum policies that promote the robust allocation of additional spectrum
and the technological progress being made by industry and standards bodies to
develop innovative technologies such as the forthcoming 5th generation (5G) of
wireless services. Spectrum should be assigned under criteria and conditions that
provide predictability and allow sound business decision-making, such as longer lives
for spectrum licenses and flexible license conditions that would facilitate spectrum
trading and efficient change of use. High reserve prices in the assignment procedures
or excessive annual spectrum fees detract resources for investment and can have a
negative impact on coverage, network quality and prices to end users. Continuing the
overall process of making more spectrum available is essential to ensuring the
deployment and availability of the networks through which IP, OTT and IoT solutions
will be enabled, especially as the industry looks ahead to 5G.

IV.

Adequate understanding of convergence and the new positions of dominance in
the digital value chain:
In the new IP world where services are increasingly provided by a range of players
over the Internet, network operators still face outdated sector-specific regulations in
critical policy areas such as privacy. This frequently impedes them from providing new
and innovative services while having a negative impact on their ability to tap new
revenue sources. Ultimately, these regulations limit their ability to create new business
opportunities while coping with the investment requirements in NGNs to the detriment
of consumer welfare.
Policy makers in the EU and the U.S. should seek to minimize regulatory impediments
to these services through pursuing a horizontal instead of sector-specific approach.
Going forward, the need for sector-specific regulation must be considered in the
context of the converged digital ecosystem which has overall created much more
dynamic and competitive retail markets. As a result most sector-specific end-user
rights and protection obligations (services regulation) are no longer necessary.
Horizontal legislation (GDPR, consumer rights directive, e-commerce directive, unfair
commercial practices) already provides strong and extensive end-user and consumer
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protections. Further, more rights are in the pipeline, e.g. consumer rights for digital
content.
Market definition, market power assessment, abuse theories, cooperation agreements
or merger control should be rethought in this new digital environment where access to
data should be considered as specific parameter of competition across the value chain.
Thus, the scope of ex-ante telecom (Electronic Communication Services) sector
specific regulations should be reduced to those cases where it is strictly necessary.
Where there are industry best practices or voluntary frameworks already in place and
prove to be effective, policy makers should support them equally for all market players,
rather than applying regulation. And where the development of new best practices and
frameworks are necessary, policy makers should support industry-led or multistakeholder efforts in these areas to ensure flexibility for all providers. In those limited
cases where regulatory action may be justified, any regulation must be applied with
the lightest possible touch to avoid duplicative regulation, and should be horizontally
consistent, competitively and technologically neutral. This may require policy makers
to consider new proportionate legal instruments.
B. NGN Adoption
As much as the EU and the U.S. should focus on the right policy framework to stimulate
investment in NGNs, they both also need policies to promote adoption by consumers.
In part, increasing consumers’ use of broadband networks depends on the availability of
innovative services that are valued by consumers. In that regard, promoting a culture of
entrepreneurship to facilitate the creation of new digital companies is critical, especially in
Europe. Although some successful startups were born in Europe, such as Spotify, Skype or
Shazam, the European startup ecosystem struggles when it comes to competing with other
economies such as the U.S. or China. In this regard, there are a number of policy challenges,
such as: the education system and the training programs; and, the creation of the necessary
regulatory conditions for startups to grow (harmonization of fiscal schemes, reduction of cross
border costs, etc.) together with an appropriate investment framework (venture capital,
business angel, etc.).
The European venture capital ecosystem is unbalanced. Europe boasts a dynamic and
healthy landscape of accelerator and incubator initiatives as well as an early stage funds. Early
stages are therefore quite well covered with a network of seed funds and early stage VC and
Angel funds. But many startups struggle to get access to later rounds and so face barriers to
growth. It is therefore important to consider policy measures that increase the visibility of scaleup investment opportunities and support for those that are helping scale-ups to achieve their
potential.
At the same time, transforming education, learning and teaching will be of the utmost
importance in enhancing citizens’ capabilities and skills for using digital services/products. In
this regard, there is a need for a broad vision that goes beyond the academic years to support
the continuous re-skilling of experienced professionals along their career: either through
continuing education or through innovative self-learning approaches.
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