SPEECH 

Mr. Erkki Liikanen

Member of the European Commission, responsible for Enterprise and the Information Society. 

European Regulators Group (ERG) :  inaugural meeting

Brussels, 25 October 2002

Introduction

Today is an important day as we embark on a crucial step in the implementation of the new regulatory framework. 

It is certainly a pleasure to be here before you today, although I wish it was under better circumstances for the telecommunications industry.

This inaugural meeting marks formally the establishment of the much-awaited European Regulators Group. It brings into being one of the key components of the EU policy on electronic communications networks and services.

As the Commissioner responsible for Enterprise and Information society I am delighted to welcome you all and delighted to launch the Group as it embarks on its ambitious journey. 

Role of NRAs - Situation in the telecom sector 

As you know, the new regulatory framework, to be implemented by Member States by July 2003, is more flexible than the existing one. It will provide greater regulatory stability and transparency, and will foster increased competition and consumer choice. It offers new mechanisms to avoid fragmented approaches within the single market. This Group has a crucial role and the effectiveness of its working methods is a prerequisite for its success. It will in due course need to include the National Regulatory Authorities from the accession counties. We will work closely with you, the independent national regulatory authorities, towards the implementation of the new regime.

Today, however, the sector is in a crisis due to an unprecedented combination of factors: burst of the Internet bubble, economic slowdown, and over‑capacity. At the same time the mobile sector is confronted with the changeover from second to third generation (3G). High 3G licensing costs are a burden on several operators in Europe. I will come back to this issue in a minute. In addition, the corporate scandals in particular in the USA, have added to the uncertainty in the financial markets. 

Telecommunications is of huge importance for the economy. With revenues of over €300 billion it employs more than 1.5 million people. It has seen substantial growth over the past years, with many new players entering the market, lower prices for consumers and growth of employment. You as National Regulatory Authorities were instrumental in this success.

While the overall state of the sector is of interest, you as Regulators must remain focused on your objectives, which are to promote competition, to protect the citizen, and to work to consolidate the single market. Regulators must take into account the need both to encourage efficient investment in infrastructure and to promote innovation. This will help to guarantee the long term sustainability of the sector. It will be especially important for you to agree the types of instruments and remedies best suited to address particular market situations.

We must take into account the realities of the financial markets. Regulatory risk is one of the factors that affect the financial ratings of market players and thereby their cost of capital. You, as the authorities in close touch with players in your countries are the best informed about the underlying financial dynamics and realities of your markets. Consistency and predictability of regulatory intervention are crucial. It is for us to listen and profit from your detailed knowledge and experience of the markets. 

It has become clear that the Commission and Member States need urgently to look together at what specific actions can be undertaken, ensuring that the European markets develop in an efficient and sustainable way.. Any actions must take account of two factors: first the need to ensure both that the new regulatory framework is  fully implemented on time, and that it remains stable; second, that the integrity of the internal market and the principles of competition policy must be respected.

The added value of this Group is that it brings together you, with your national expertise, and us with our specific role and competencies under the Treaty, in a forum where we can work together to assess the situation at European level and to find European solutions to common problems. 

NRAs achievements

National Regulatory Authorities are first and foremost responsible for guiding the application of the new framework. This will not be an easy task. In realising this task, the new Framework requires that your independence should be guaranteed by the Member States with a view to ensuring the impartiality of your decisions.

I want to congratulate you on the considerable progress you have made in supervising the current regime, and your continuous efforts for co-operation with each other via the IRG. 

At the risk of burdening you with further high expectations, I would refer to some of your successful achievements during the last years:

· interconnection/access-interconnection tariffs are moving toward cost in the fixed market, 

· cost accounting systems are in place and provide a statement of compliance, 

· serious work is being done on bit-stream to ensure non-discriminatory access; 

· NRAs have made large number of determinations to clarify the regulatory framework for local loop unbundling. Problems remain, however, regarding pricing and access to facilities. 

· The elaboration of the principles of implementation and best practices (PIBs) that IRG has produced on LLU, cost accounting, SMP are examples of how you are already striving to achieve consistent application of the EU rules. 

This gives all of us great confidence as to the successful co-operation in this Group.

3G deployment delays

The issue of delays in the 3G deployment schedule has been recently raised in more than one Member State and has attracted great public attention. National authorities (ministries and regulators) have been or are likely to be confronted with an increasing number of requests by operators to revise the deadlines foreseen in their licences for 3G network deployment and, in some countries, launch of commercial services.

Let me share with you my reflections on this issue. I am convinced that a stable and predictable regulatory environment is very important for the sector. However, we also have to consider that some flexibility may be  needed in cases where circumstances have changed unpredictably. This may occur, for instance, in cases of serious technological and administrative obstacles, such as the non-availability of terminal equipment in large quantities and delays in issuing permits for base stations. Consideration will also have to be given to the relevant economic factors.

At a time when the telecom sector is struggling to get back on its feet, 3G has clearly a strategic importance and we need to stand up to face problems that may arise in a co-ordinated manner. The sector needs a strong, positive signal that regulators, at national and European level, are doing their part and are acting together in order to find solutions to remove obstacles to 3G deployment. And we have to be able to show that we are taking action now. 

Today’s meeting provides a much welcome opportunity to exchange information and views on this issue. I would therefore invite you to report on the status of 3G deployment in your country and I look forward to hearing your views on possible grounds that may call for a change to deployment obligations and on the general approaches that you would recommend when dealing with this issue.

Conclusion

I want to repeat, there are a lot that have been done. But there is much more to do. Your specific role under the new framework is crucial. We both face a big challenge. To make the new framework a success in line with the expectations of the 21st century.

In closing, I would like to encourage you to concentrate on two key words as we build this group: co-operation and  transparency.

Today we have the opportunity to start building this group  on a frank and open way of working with this new multi-layer regulatory approach, pre-eminent in the world of electronic communications, recognised for its co-operation, and trusted for its transparency.

An exciting prospect; I wish you every success. 
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