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Tele2 comments to the consultation on priority areas for the initial work programme of the European Regulators Group for electronic communications networks and services 
15 December 2002

Who are We

Tele2 is a competitive, pan-European operator that aims to challenge monopolies, enhance consumer choice, improve service quality and lower prices.

Tele2 operates in 21 countries and provides a broad range of services to more than 16 million customers. We are currently in the process of rolling out operations in a further three European countries. Within the Group, we also operate GSM mobile networks in Sweden, Luxembourg, Russia, Liechtenstein and in the three Baltic States and our affiliated company, Millicom International Cellular, operates an additional 19 mobile networks in 18 countries worldwide.  

Tele2 began its expansion outside Sweden in 1996. In the six years following, Tele2 has commenced operations in nearly all EU countries, and is expanding services as rapidly as possible into other countries, benefiting from the expansion of the EU. Mobile telephony has already overtaken fixed telephony and continues to grow. To counter the problems with access to spectrum, Tele2 has developed a concept enabling us to offer similar competitive products in the mobile environment, whilst respecting the major concerns of the network operators for payback of their significant investment and licence fees. Tele2 is already offering services in Denmark and the Netherlands as a Mobile Virtual Network Operator (MVNO) and has entered into commercial agreements in three other member states. Finally, the Group has been successful in being awarded UMTS licences in Finland, Sweden, Norway, Luxembourg and Liechtenstein.
Our Evaluation of the situation

In recent years, two of the most important objectives of the European Union have been, as stated by the Commission several times, (1) to promote and sustain an open and competitive European market for communications services, to provide an even better deal for the consumer in terms of price, quality and value for money, and (2) to benefit the European citizen.

Currently, we still have the sense that the European mobile telecommunications market has a strong need for further competition, since the present market situation has failed to deliver its promises to consumers. Indeed, there are still high tariffs for calls to mobile telephones and the European market is still controlled by few operators. In our opinion, the main reason for this situation is the limited number of mobile operators in each country and also the lack of harmonization around the Member States of the European Union that creates huge hurdles for a pan-European operator such as Tele2.  

One of our main proposed remedies to the problem is a system whereby operators that do not own a network (the so-called Mobile Virtual Network Operators (MVNOs)) would be given the possibility to access, through a commercial agreement (a win-win situation), to the mobile networks of the existing mobile operators. Indeed, this would enable the development of increased competition in the mobile market and would greatly assist in bringing down the high price of mobile terminated and roaming calls.

The introduction of an MVNO business model must be seen as an essential means for enhancing competition in the mobile sector. Indeed, mobile telephony has already overtaken fixed telephony in volume and continues to grow. To counter the problems with access to spectrum, Tele2 has developed this concept enabling us to offer similar competitive products in the mobile environment, whilst respecting the major concerns of the Network operators for payback of their significant investment and licence fees. 

Tele2 is already offering services in two countries as a MVNO, in Denmark and the Netherlands, and has entered into commercial agreements with host operators and been allocated the necessary numbering resources pursuant to an agreement in two additional member states. In two other Member States, we have found a commercial agreement with a host operator but due to regulatory problems we cannot start our MVNO activities.

In a situation where a concession holder can choose whether or not to open up for more competition, it is likely that they will decline or procrastinate. Our model is truly beneficial to the operator in financial terms, while clearly opening the competition in the European mobile market. Tele2 is also recognised as one of the leading drivers behind the huge price reductions in international and national call prices, which have put intense pressure on the traditional operators pushing them to try to restrict access to the mobile market.

Our support to the EC Telecom Framework

On 24 April 2002, the Telecommunications Package was published in the Official Journal. In this package the most important dossier for Tele2 is the Access and Interconnection directive. The overall result of this proposal is quite positive for Tele2’s aim even if some more actions have to be made: obliging existing mobile operators to unblock the access to the existing networks to MVNOs. Moreover, the new Regulatory Framework should enable an operator such as Tele2 to operate MVNO services around Europe. 

In several EU Member States the prohibition and/or the slowing down of MVNO services are the reality at the moment. In some others, the concept of MVNO is promoted and considered as a good tool to increase the level of competition in their national market. 
 
Currently, our plans and those of other Virtual Operators, are being hampered by the licensed operators who see no reason to complicate their comfortable lives with new ideas. In some member states even the NRA is acting as an impediment to free access to the market, possibly driven by other considerations.
We would like to underline the fact that on 24 April 2002, the New Telecommunications Framework was published in the Official Journal. The overall result of this proposal is quite positive for the opening of the mobile market, but the implementation in the legal framework of the individual member states is crucial. We are worried that some member states may choose to implement a very ‘mild’ form of this framework, effectively preventing or delaying the market entry possibilities, which we believe are required under other EU rules. 

This is the aim of this contribution: we would like to promote harmonized implementations of the New Telecommunications Framework and specifically of the Access and Interconnection directive. 
But the implementation process will be crucial…

[image: image1.png]The key issue for Tele2 is the mobile market. Although competition has developed in a number of segments of that market, mobile markets have not become fully “open and competitive”. Current levels of mobile price are artificially high, and they are a clear demonstration that between 2 to 5 operators in a market with restricted access will not of their own accord lower prices to desirable levels. 

A different market structure and more competitive prices could be achieved by enabling MVNOs to participate in the mobile market. These companies could contribute to fulfill the EU overall policy goals by lowering prices, enhancing service, increasing consumer choice, and ensuring efficient spectrum use by packaging services.

Tele2 considers that the NRAs should impose the obligation to negotiate access, at commercial conditions, for mobile operators. Although we recognise the difference in the history of the fixed and mobile markets (an argument often cited) we insist that mobile operators (and we are a mobile operator) control bottleneck facilities (mobile termination) access to scarce resources (spectrum), and that companies requesting access to these networks invariably find themselves in an unfavourable bargaining position. For these reasons obligations for mobile operators to negotiate would be beneficial to the entire communications market.

Mobile operators often cite investments in networks as the main reason why they should be allowed exclusivity. Tele2 recognises the argument in principle – but we think that mobile markets have reached a degree of maturity whereby such exclusivity is no longer reasonable. 
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Furthermore, we would hold that allowing MVNOs access to networks would be to the advantage of the communications sector as a whole, and would not undermine the profitability of the mobile sector. Finally, the increasing substitution by mobile of fixed services also means that differentiating between fixed incumbents and mobile ones becomes less and less meaningful in the future.
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As you will note from theses graphs 1 and 2, in 11 EU Member States the two main operators control at least 80% of the market shares and in at least eight EU Member States the index of competitive development of the mobile market is inferior at 50%.
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Is it the way to ensure competition for the 3G services  

Operators with UMTS licence only

Operators with UMTS and GSM/DCS licences


The MVNO concept enables more operators to be present on a market, whilst not placing undue burden on the operations of the holders of licensed mobile spectrum. This concept is accepted as the best solution and is supported by various operators and EU NRAs as providing a win-win solution. Moreover, this solution is also a way to improve the network utilisation of the third and/or the fourth operator in the Member States which are never utilised in an optimum way. 

We would like to state the main points that should be emphasized during the implementation process in order to promote the development of competition in the mobile market. We would like to emphasize two points: 

· The operator, which receives the request for access or interconnection should be under the obligation to enter into commercial negotiations and to negotiate in good faith. Also regarding the issue of negotiation, Tele2 believes that National Regulatory Authorities (NRAs) should intervene to settle any disagreement if called upon by one of the parties involved in a commercial negotiation. 

· All mobile operators should have a right and, when requested by other authorised operators in one or more EU Member States, an obligation to negotiate interconnection and access at commercial conditions. On this point a new obligations has been introduced and is really crucial in our opinion. It is the one saying that “Operators may be required to negotiate in good faith with undertakings requesting access” (article 12 of the Access and Interconnection directive). This obligation can be imposed on an operator by the NRA and Tele2 thinks that it is a crucial point for the development of the competition in the EU mobile market. Indeed, often NRAs do not have the power, or the will, to impose this kind of obligations that are now present in the new framework. 
These are the articles of the Access and Interconnection directive that we consider as most important in order to implement a harmonized technologically neutral pan-European mobile market

Recital 5
In an open and competitive market, there should be no restrictions that prevent undertakings from negotiating access and interconnection arrangements between themselves, in particular on cross border agreements, subject to the competition rules of the Treaty.  In the context of achieving a more efficient, truly pan-European market, with effective competition, more choice and competitive services to consumers, undertakings which receive requests for access or interconnection should in principle conclude such agreements on a commercial basis, and negotiate in good faith. 
Recital 6
In markets where there continue to be large differences in negotiating power between undertakings, and where some undertakings rely on infrastructure provided by others for delivery of their services, it is appropriate to establish a framework to ensure that the market functions effectively.  National regulatory authorities should have the power to secure, where commercial negotiation fails, adequate access and interconnection and interoperability of services in the interest of end-users.  …
Article 2: Definitions:

 

"access" means the making available of facilities and/or services, to another undertaking, under defined conditions, on either an exclusive or non-exclusive basis, for the purpose of providing electronic communications services.  It covers inter alia: access to network elements and associated facilities, which may involve the connection of equipment, by fixed or non‑fixed means (in particular this includes access to the local loop and to facilities and services necessary to provide services over the local loop); (…); access to fixed and mobile networks, in particular for roaming; access to conditional access systems for digital television services; access to virtual network services.
Article 3: General framework for access and interconnection
(
1). Member States shall ensure that there are no restrictions which prevent undertakings in the same Member State or in different Member States from negotiating between themselves agreements on technical and commercial arrangements for access and/or interconnection, in accordance with Community law.  The undertaking requesting access or interconnection does not need to be authorised to operate in the Member State where access or interconnection is requested, if it is not providing services and does not operate a network in that Member State.
Article 4: Rights and obligations for undertakings

(1). Operators of public communications networks shall have a right and, when requested by other undertakings so authorised, an obligation to negotiate interconnection with each other for the purpose of providing publicly available electronic communications services, in order to ensure provision and interoperability of services throughout the Community. (…)
.  
Article 5: Powers and responsibilities of the national regulatory authorities with regard to access and interconnection

(
1). National regulatory authorities shall, acting in pursuit of the objectives set out in Article 8 of the Framework Directive, encourage and where appropriate ensure, in accordance with the provisions of this Directive, adequate access and interconnection, and interoperability of services, exercising their responsibility in a way that promotes efficiency, sustainable competition, and gives the maximum benefit to end-users. 

(
4) . With regard to access and interconnection, Member States shall ensure that the national regulatory authority is empowered to intervene at its own initiative where justified or, in the absence of agreement between undertakings, at the request of either of the parties involved, (…)
Article 12: Obligations of access to, and use of, specific network facilities

National regulatory authority may, in accordance with the provisions of Article 8, impose obligations on operators to meet reasonable requests for access to, and use of, specific network elements and associated facilities, inter alia in situations where the national regulatory authority considers that denial of access or unreasonable terms and conditions having a similar effect would hinder the emergence of a sustainable competitive market at the retail level, or would not be in the end-user's interest. 
Operators may be required inter alia: 

a) 
to give third parties access to specified network elements and/or facilities, including unbundled access to the local loop;

b) to negotiate in good faith with undertakings requesting access; (…)

Conclusion 

Tele2 thinks that the adopted directives establish a quite clear and firm regulatory framework if it is implemented in a precise way. Indeed, we can consider that the NRA should intervene and settle the disagreement if one of the parties involved in a commercial negotiation asks for it and if, obviously, that market is still not considered as competitive. NRAs will have now the authority to impose such measures. 

As is stated in the European Commission documents, “the new regulatory framework aims at ensuring harmonisation across the single market and guaranteeing legal certainty”.  The current situation in the EU mobile market is in total contradiction with this aim and we think that a correct implementation of the current framework will be the solution to this problem. 

In conclusion, we would like to underline once more the articles that we consider the most important for the implementation of a competitive and technologically neutral electronic communication framework: 

· Recital 5
· Recital 6
· Article 2: Definitions of access

· Article 3: General framework for access and interconnection

· Article 4: Rights and obligations for undertakings

· Article 5: Powers and responsibilities of the national regulatory authorities with regard to access and interconnection

· Article 12: Obligations of access to, and use of, specific network facilities

Finally, we would like to insist on the importance for Tele2 but also for all the other new entrants of a correct and precise implementation of this package and specifically of the Access and Interconnection directive. We could summarise all these articles in two main points. The new regulation should allow in each Member States: 

· An operator, which receives a request for access or interconnection should be under the obligation to enter into commercial negotiations and to negotiate in good faith. NRAs should intervene to settle any disagreement if called upon by one of the parties involved in a commercial negotiation.

· All mobile operators should have a right and, when requested by other authorised operators in one or more EU Member States, an obligation to negotiate interconnection and access at commercial conditions. 
� EMBED Excel.Chart.8 \s ���





� EMBED Excel.Chart.8 \s ���





� EMBED Excel.Chart.8 \s ���





� EMBED Excel.Chart.8 \s ���








PAGE  
1

[image: image5.wmf]61

39

56.7

39.1

57.7

29.8

54.4

30.1

45.9

37.7

49

34.6

56.9

24.1

41.5

38

45.9

33.8

45.3

32.5

43.4

32.2

43.5

31.2

44

25.5

39.6

23.7

27.3

25.2

0

10

20

30

40

50

60

70

80

90

100

L

IRL

FIN

B

S

F

E

D

I

P

EL 

A

NL

DK

UK

Mobile market shares controlled by the two main operators in % 

(from the EC 8th Implementation report)

Leading operator

Main competitor

_1101130184.xls
Chart2

		A		A

		UK		UK

		I		I

		NL		NL

		DK		DK

		E		E

		P		P

		S		S

		FIN		FIN

		IRL		IRL

		L		L

		F		F

		EL		EL

		B		B



Operators with UMTS and GSM/DCS licences

Operators with UMTS and GSM/DCS licences

UMTS licences 
Total EU: 62 licences

4

2

4

1

3

2

5

0

3

1

3

1

3

1

2

2

4

0

2

1

2

1

3

0

3

0

3

0



Chart4

		D		D

		A		A

		UK		UK

		I		I

		NL		NL

		DK		DK

		E		E

		P		P

		S		S

		FIN		FIN

		IRL		IRL

		L		L

		F		F

		EL		EL

		B		B



Operators with UMTS and GSM/DCS licences

Operators with UMTS licence only

UMTS licences Total EU: 62 licences. Probably only two new entrants…
Is it the way to ensure competition for the 3G services

4

2

4

2

4

1

3

2

5

0

3

1

3

1

3

1

2

2

4

0

2

1

2

1

3

0

3

0

3

0



Sheet1

		UMTS licences

		Total EU: 62 licences

		D		4		2

		A		4		2

		UK		4		1

		I		3		2

		NL		5		0

		DK		3		1

		E		3		1

		P		3		1

		S		2		2

		FIN		4		0

		IRL		2		1

		L		2		1

		F		3		0

		EL		3		0

		B		3		0

		Operators with UMTS licence only

		Operators with UMTS and GSM/DCS licences





Sheet2

		





Sheet3

		






_1101130761.xls
Chart1

		UK		UK

		S		S

		DK		DK

		D		D

		FIN		FIN

		L		L

		NL		NL

		A		A

		I		I

		IRL		IRL

		F		F

		P		P

		EL		EL

		B		B

		E		E



GSM and DCS or GSM only

Service providers

Operators authorised to provide digital mobile services 
(from the EC 8th Implementation report)

4

17

5

13

4

14

4

12

3

10

3

2

3

2

2

2

2

1

3

3

3

3

3

2



Sheet1

		Operators authorised to provide digital mobile services

		UK		4		17

		S		5		13

		DK		4		14

		D		4		12

		FIN		3		10

		L		3		2

		NL		3		2

		A		2		2

		I		2		1

		IRL		3

		F		3

		P		3

		EL		3

		B		3

		E		2

						Service providers

						GSM and DCS or GSM only





Sheet3

		





Sheet2

		






_1101130436.xls
Chart1

		B		B		B

		DK		DK		DK

		D		D		D

		EL		EL		EL

		E		E		E

		F		F		F

		IRL		IRL		IRL

		I		I		I

		L		L		L

		NL		NL		NL

		A		A		A

		P		P		P

		FIN		FIN		FIN

		S		S		S

		UK		UK		UK



38%

Leading operator

Main competitor

Other competitors

Operators market share in the 15 EU Member States (in%)
(from the EC 8th Implementation report)

27.3%

45.9%

57.7%

45.3%

43.5%

44%

61%

45.9%

56.7%

49%

56.9%

43.4%

41.5%

39.6%

54.4%

32.2%

23.7%

24.1%

34.6%

39.1%

25.5%

31.2%

32.5%

29.8%

37.7%

25.2%

39%

30.1%

33.8%

19%

24.4%

15.5%

36.7%

20.3%

47.5%

20.5%

4.2%

16.4%

30.5%

25.3%

22.2%

12.5%

16.4%

54.4

30.1

15.5

39.6

23.7

36.7

41.5

38

20.5

43.4

32.2

24.4

56.9

24.1

19

49

34.6

16.4

56.7

39.1

4.2

45.9

33.8

20.3

61

39

44

25.5

30.5

43.5

31.2

25.3

45.3

32.5

22.2

57.7

29.8

12.5

45.9

37.7

16.4

27.3

25.2

47.5



Chart2

		L		L

		IRL		IRL

		FIN		FIN

		B		B

		S		S

		F		F

		E		E

		D		D

		I		I

		P		P

		EL		EL

		A		A

		NL		NL

		DK		DK

		UK		UK



Leading operator

Main competitor

Mobile market shares controlled by the two main operators in % 
(from the EC 8th Implementation report)

61

39

56.7

39.1

57.7

29.8

54.4

30.1

45.9

37.7

49

34.6

56.9

24.1

41.5

38

45.9

33.8

45.3

32.5

43.4

32.2

43.5

31.2

44

25.5

39.6

23.7

27.3

25.2



Sheet1

		Digital mobile market share (GSM 900/DCS 1800)

		B		54.4		30.1		15.5		L		61		39

		DK		39.6		23.7		36.7		IRL		56.7		39.1

		D		41.5		38		20.5		FIN		57.7		29.8

		EL		43.4		32.2		24.4		B		54.4		30.1

		E		56.9		24.1		19		S		45.9		37.7

		F		49		34.6		16.4		F		49		34.6

		IRL		56.7		39.1		4.2		E		56.9		24.1

		I		45.9		33.8		20.3		D		41.5		38

		L		61		39				I		45.9		33.8

		NL		44		25.5		30.5		P		45.3		32.5

		A		43.5		31.2		25.3		EL		43.4		32.2

		P		45.3		32.5		22.2		A		43.5		31.2

		FIN		57.7		29.8		12.5		NL		44		25.5

		S		45.9		37.7		16.4		DK		39.6		23.7

		UK		27.3		25.2		47.5		UK		27.3		25.2

		Leading operator

		Main competitor

		Other competitors





Sheet2

		





Sheet3

		






_1101128929.xls
Chart1

		B		B		B

		DK		DK		DK

		D		D		D

		EL		EL		EL

		E		E		E

		F		F		F

		IRL		IRL		IRL

		I		I		I

		L		L		L

		NL		NL		NL

		A		A		A

		P		P		P

		FIN		FIN		FIN

		S		S		S

		UK		UK		UK



38%

Leading operator

Main competitor

Other competitors

Operators market share in the 15 EU Member States (in%)
(from the EC 8th Implementation report)

27.3%

45.9%

57.7%

45.3%

43.5%

44%

61%

45.9%

56.7%

49%

56.9%

43.4%

41.5%

39.6%

54.4%

32.2%

23.7%

24.1%

34.6%

39.1%

25.5%

31.2%

32.5%

29.8%

37.7%

25.2%

39%

30.1%

33.8%

19%

24.4%

15.5%

36.7%

20.3%

47.5%

20.5%

4.2%

16.4%

30.5%

25.3%

22.2%

12.5%

16.4%

54.4

30.1

15.5

39.6

23.7

36.7

41.5

38

20.5

43.4

32.2

24.4

56.9

24.1

19

49

34.6

16.4

56.7

39.1

4.2

45.9

33.8

20.3

61

39

44

25.5

30.5

43.5

31.2

25.3

45.3

32.5

22.2

57.7

29.8

12.5

45.9

37.7

16.4

27.3

25.2

47.5



Chart2

		L		L

		IRL		IRL

		FIN		FIN

		B		B

		S		S

		F		F

		E		E

		D		D

		I		I

		P		P

		EL		EL

		A		A

		NL		NL

		DK		DK

		UK		UK



Leading operator

Main competitor

Digital mobile market share % 
(GSM 900/DCS 1800)

61

39

56.7

39.1

57.7

29.8

54.4

30.1

45.9

37.7

49

34.6

56.9

24.1

41.5

38

45.9

33.8

45.3

32.5

43.4

32.2

43.5

31.2

44

25.5

39.6

23.7

27.3

25.2



Sheet1

		Digital mobile market share (GSM 900/DCS 1800)

		B		54.4		30.1		15.5		L		61		39

		DK		39.6		23.7		36.7		IRL		56.7		39.1

		D		41.5		38		20.5		FIN		57.7		29.8

		EL		43.4		32.2		24.4		B		54.4		30.1

		E		56.9		24.1		19		S		45.9		37.7

		F		49		34.6		16.4		F		49		34.6

		IRL		56.7		39.1		4.2		E		56.9		24.1

		I		45.9		33.8		20.3		D		41.5		38

		L		61		39				I		45.9		33.8

		NL		44		25.5		30.5		P		45.3		32.5

		A		43.5		31.2		25.3		EL		43.4		32.2

		P		45.3		32.5		22.2		A		43.5		31.2

		FIN		57.7		29.8		12.5		NL		44		25.5

		S		45.9		37.7		16.4		DK		39.6		23.7

		UK		27.3		25.2		47.5		UK		27.3		25.2
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