From: nico.noort@kpn.com

To: Infso-A1@cec.eu.int

Subject: Input to the Work Programme of the ERG for 2003

Sent: mar. 17/12/2002 11:54

Dear Sir/Madam,

Royal KPN N.V. has taken notice of the creation of the European Regulators Group (ERG) and the possibility for market players to contribute to the work programme of the ERG for the year 2003. 

KPN suggests to include the issue of a price squeeze test in the work programme for next year, combined with the possibility to introduce optional tariff packages. 

Price Squeeze Test

A price squeeze test is currently applied by several NRAs to exclude the possibility that vertical integrated telecom operators squeeze their competitors out of the market by increasing the tariffs on the upstream wholesale market or by decreasing the tariffs on the downstream retail market. The concept of a price squeeze test is closely related to the concept of predatory pricing used in competition law.

However, current and past practice in Europe has shown that NRAs apply the the concept of a price squeeze test in different ways. In reply to the new and recent consultation of OPTA on this subject, KPN has also focused attention on the significant differences between the OFTEL approach and the proposed new OPTA approach regarding the application of a price squeeze test. 

Optional Tariff Packages

One of these differences relate to the fact that optional price packages for fixed telephony and internet are judged far more strictly by OPTA than by OFTEL. As a result, KPN will not be given the opportunity to introduce such packages in the Netherlands, while some telecom operators in other Member States do have this opportunity. This limits KPN's commercial targets compared with other operators in Europe and, moreover, reduces economic welfare significantly by limiting the use of optional tariffs packages by customers. 

KPN acknowledges that the issue is rather fresh, in particualr from a jurisprudence point of view, and that there exists a risk of divergent practices. It is therefore that we want to urge the ERG to come forward on short notice with a harmonised approach towards the application of a price squeeze test and the possibility to offer optional price packages to customers in all Member States. KPN reckons that any proposals regarding these issues will be subject to a consultitive procedure in line with Article 9 of the Rules of Procedure for ERG. If found necessary by the ERG, KPN is willing to supply additional information regarding the price squeeze test and optional tariff packages, i.e the severe disadvantages and flaws of the current and proposed price squeeze test by OPTA and a detailed KPN proposal which would counter these disadvantages and flaws, i.e. a combinatoric test in wich both integral and incremental costs are being addressed. 

Should you have any further questions on this matter, please do not hesitate to contact Mr Machiel Bolhuis, tel. +31 70 343 2292.

Kind regards,

Nico Noort

KPN European Affairs
