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Thanks to the EU Telecoms Rules of 2002, markets have opened up to greater 
competition and in some telecoms markets former state-owned monopolies are no 
longer the dominant players. But in some crucial markets – such as broadband 
access – this is still not the case. Structural obstacles continue to impede the 
development of competition in several Member States. Under the EU Telecoms 
Reform, future regulation will carefully focus on such market impediments. The 
independence of national regulators will be strengthened. More competition will 
drive further strong investment and ensure that consumers reap the benefits of 
competitive markets – leading to more innovation, more choice and lower prices.     

A GOOD START, BUT EUROPE NEEDS MORE 
COMPETITION 

Competition has brought more choice to the 
markets. In 2006, the number of operators 
offering fixed voice services in the EU has 
grown. 

Driven by greater choice prices for 
telecommunications services have been 
falling – on average by 27% since 1996. The 
EU average charge of a 10-minute fixed call has 
fallen during the last 7 years by 74%. Mobile 
phone charges are still dropping fast, by nearly 
14% from 2005 to 2006 – all thanks to more 
competition. 

Competition is also a crucial driver of European 
investment in telecoms industries. More 
competition in telecoms markets leads to more 
investment, greater innovation and lower 
prices. In 2006 European investment in 
absolute terms was at least as high in Europe as 
in the US and Japan. The annual level of 
investment has risen to €47 billion in 2006, 

with a growth of 5% compared to 2005 - the 
fourth consecutive year of growth since 2003.  

MAKING THE MOST OF EUROPE'S 
AIRWAVES 

The rapid development of wireless technology, 
in particular for mobile use, has drastically 
raised the need for more flexible access to radio 
spectrum. In the EU the total value of telecoms 
services that depend on radio spectrum 
amounts already today to about €250 billion, 
roughly 2.2% of Europe's annual GDP.  

However, the current spectrum 
management system, where decisions are 
predominantly taken by national 
administrations, often bureaucratically and not 
oriented towards efficiency and market needs, 
leads to increased costs, lost market 
opportunities, and slows the take-up of 
innovative applications such as wireless 
broadband.  

The EU Telecoms Reform will make the 
administration of spectrum more efficient by:  

 strengthening technological neutrality 
(free use of any technology in a spectrum 
band) and service neutrality (free use of 
spectrum for any telecoms service); 

 allowing more unlicensed use of spectrum; 

 making usage rights tradable (secondary 
trading);  
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 creating a more efficient and coordinated 
system for authorising wireless systems 
with a pan-European or cross-border 
dimension. 

More efficient frequency management at EU 
level will drive innovation, create jobs, foster 
productivity growth and enable citizens to 
access new technologies more cheaply. 
Effective spectrum management is 
estimated to add €10 billion to GDP 
growth.  

FOCUSING REGULATION ON KEY 
BOTTLENECKS 

Markets need only be regulated until they are 
competitive. Some markets, in particular retail 
markets, have reached this point today. 
However, on access markets and several 
wholesale markets, more needs to be done.  

The Commission will focus regulation on 
markets where competition is not yet 
effective and which are crucial for Europe's 
competitiveness, such as broadband access. EU 
broadband penetration is currently on average 
only 18.2%, though as market leaders Denmark 
(37.2%) or The Netherlands (33.1%) 
demonstrate, there is much room for growth as 
the difference between European best and worst 
performers is huge.  

EU Broadband penetration rate (July 2007)
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National regulators will continue to examine all 
relevant markets, but will focus on key 
bottlenecks. To this end the list of markets 
which have to be examined will be reduced from 
18 to 7. This will decrease substantially the 
administrative burden.  

BETTER AND FASTER REMEDIES 
From country to country there are major 
differences in how the current rules are 
implemented. For example, accounting 
separation in the market for access to a fixed 
line has only been applied effectively in 12 
Member States and often non-discrimination 
remains ineffectively enforced. This prevents 
the full benefits of the internal market from 
being achieved.  

The proposed new rules give the Commission 
the power to oversee remedies suggested by 
national regulators, to help ensure a more 
consistent, efficient and speedy application of 
these rules across the EU. The Commission will 
in future validate draft remedies in close 
cooperation with the new European Telecom 
Market Authority.  

STRONGER, MORE INDEPENDENT 
REGULATORS 
We need independent and effective regulators 
to ensure a more consistent application of the 
telecoms rules. Only this will give market 
players the regulatory certainty for doing 
business across borders. 

The new rules will strengthen the 
independence and enforcement powers 
of national authorities. They will also limit 
the possible influence of other public bodies in 
the day-to-day management and ensure that 
they have their own independent budget and 
sufficient human resources.  

A POWERFUL NEW INSTRUMENT  
The EU rules give national regulators a flexible 
toolbox of remedies to tackle market failures. 
They will give regulators a new instrument, 
functional separation, for overcoming the 
main network access bottlenecks in cases where 
standard remedies have failed. Functional 
separation would be a good way of combining 
investment security and the principles of 
competition. 

 

 

For further information: 
Information Desk 
European Commission - Information Society and Media DG 
Email: infso-desk@ec.europa.eu  
Tel: +32 2 299 93 99 
http://ec.europa.eu/ecomm  

FUNCTIONAL SEPARATION LEADS TO MORE COMPETITION

Functional separation requires an incumbent operator to separate its network infrastructure from the units 
offering services on top of this infrastructure. Although operationally separate business entitities are 
created, overall ownership will remain unchanged. Functional separation allows network access to both 
new entrants and the incumbent's own retail division on the same terms. Incumbents would therefore no 
longer be able to unfairly discriminate against new entrants. This would fuel competition and at the same 
time strengthen incentives for the incumbent and for new entrants to invest in networks and services. The 
United Kingdom has already introduced functional separation, which has in turn allowed for substantial 
deregulation. Following the announcement of separation, BT’s share price increased. When it began in 
September 2005, only 105,000 unbundled access lines existed. Since then the number has grown to 3 
million. Italy ,Sweden and Poland are also considering introducing it. 
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