[image: image5.jpg]| DCOM






[image: image4.jpg]| DCOM




 …/…    3


Bitstream access – ERG Consultation, July 14th 2003

Bitstream access offers intermediate levels of DSL interconnection, between one single national point of presence (resale) and multiple local points of presence requiring heavy investments (unbundling).

As such, it appears to be an opportunity to quickly develop althrough Europe a competitive broadband market, offering all competitors, including incumbents, the same playground field dedicated to the consumers benefit when bitstream access is available aside incumbents retail offers.

Neverthelss, any time delay between the incumbent retail offers and any other DSL wholesale services, can turn bitstream access into a device to squeeze infrastructure-based alternative broadband services, and notably unbundling.

This is specifically the situation in France.

For three years, the incumbent has delayed the entry into effect of a cost-oriented and operational distant ATM access, while preempting the retail market via its Internet subsidiary Wanadoo annd predatory pricing. The sole alternative left to surviving competitors were then to concentrate investments and efforts in rolling out unbundling. 

In country such as France, where many operators have already started to roll out their own unbundled access (LDCOM, Free, Colt, Telecom Developpement), the incumbent can use bitstream access to squeeze competitors and deter further investments. Regulation should then aim at preserving the economic tariff areas between the different levels of DSL interconnection, from resale down to unbundling. 

To be totally consistent, the regulation should also consider, to some extent, the incumbent end-user prices, for the Internet value chain is constrained by a lower bracket equals to incumbent unbundling costs which is monitored by NRAs, and a higher bracket equals to retail market prices.
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The (short) French market experience shows that price-squeezes have harmful effects which could have been prevented through a readable ex-ante regulation on every scale of the Internet value-chain. 

In October 2002, France Telecom was told to reduce strongly IP and ATM bitstream access prices, down to 30 to 40%. This price cut has boosted the competitors market shared, at least for the ISP level. LDCOM believes that if this boost had happened three years earlier, the French retail market would be about 50% bigger today, with more than 3 billions users, who would have benefitted much earlier from better prices, and innovative services (TV on DSL…).

Therefore, LDCOM consider that ex-ante regulation on every scale of the Internet value-chain needs to be confirmed as long as new entrants have not met a threshold of market share based on facilities-based networks.

Current situation is to that extent totally unsatisfying and needs further regulation :
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This appears to LDCOM to be The condition to achieve sustainable and long term competition in the Broadband Internet market.

1. How do you evaluate the options described or which (other) options should be made available/mandated ?

As a prerequisite, LDCOM considers that bitstream tariffs must not jeopardize unbundling investments, and consequently need to be determined in respect to adequate economic tariff areas.

Bitstream access needs differ depending on the existence of an in-house network.

ISP without network expect a Plug’n Play service, and will concentrate their commercial efforts in branding. They need competition on the wholesale market to get better prices. An offer with a national IP point of access matches their need (namely IP ADSL).

Wholesale operator (or possibly ISP with a network) will invest in network components and look for operational and technical differenciation. Appropriate bitstream access should allow them to capture markets in the same time as they roll out their network at a lower level of interconnection, ideally unbundling. 

Provided the two levels of DSL interconnections are economically compatible and that proceedings of physical migration inter-offers are clearly specified (including efficient sla’s) bitstream access may leverage the viability of the network investment and increase the density and speed of coverage.

Despite several contentious decisions over the last three years
 :

· French ATM distant access service lacks the operational flexibility needed to be complementary to unbundling services.

· The (managed) IP level access provided at national level needs to be improved in relation to migration costs and physical proceedings. The cost for migration from this option to unbundling tend to bar the end-user from moving from one option to another. Besides, the incumbent do not commit to any kind of SLA’s for either time delivery, rythm of production or continuity of service.

Finally, the de-averaging of the high potential areas could have dramatic consequences from a competition point of view, and should be delayed as long as new entrants have not met a threshold of market share based on facilities-based networks.

2- In which fields and by which means would you like regulators to take an harmonized approach? 


Commission could usefully recall the following statements, and let each NRA control their local application :

· Acknowledge the need for bitstream access in Europe, to develop the retail market, and competition

· Confirm the need for ex-ante price regulation on every scale of the Internet chain value, in order to allow sustainable infrastructure-based competition to the benefit of the end-user, as long as new entrants have not met a threshold of market share based on facilities-based networks.

· Monitor that the different levels of bitstream access preserve the economic tariff areas between the different levels od DSL interconnection including unbundling.

· Allow geographical de-averaging subject to minimum market shared captured by facilites-based competitors

· Impose the incumbent to provide within its wholesale portfolio the same SLA’s offered on its commercial services

· Ensure some fluidity inter-options, notably migration costs and physical operations. 
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Bitstream access offer�
Date�
Who�
Action�
�
Option 2 : ADSL Connect ATM�
Sept 99�
9 Telecom�
Ask for an intermediate bitstream access level between unbundling and IP ADSL�
�
�
Feb 01�
9 Telecom�
Considers France Telecom offers as non usable for new entrants�
�
�
Mars 01�
Libertysurf�
Ask for a fall of the prices, and for better terms (to remove the entry barrier)�
�
�
July 02�
ART�
Ask for a fall of the prices, as IP ADSL�
�
�
Dec 02�
LDCOM�
Ask for better terms (to remove the entry barrier)�
�
Option 3 : IP ADSL�
Nov 01�
T-Online�
Ask for same operational sales conditions for new entrants ISP and Wanadoo�
�
�
April 02�
ART�
Ask for a fall of the prices to permit to new entrants to propose competitive offers�
�
Option 4 : Wanadoo Extense�
July 03�
EC�
Fine for abuse of a dominant position�
�
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