


developing new, decentralised terrestrial networks with their own supercomputing capacity. 
The GSMA’s Open Gateway initiative was designed to help this process through the 
development of Open APIs and universal federation. 

 Developments in services spurred by technological advances, such as remote surgery, super 
high-definition video etc. made it difficult to plan network developments in advance, 
particularly when return on investment was below the cost of finance. Regulatory barriers 
should not impede the quest for solutions. 

 While there were constraints on the development of pan-European synergies and scale, the 
bigger limit was imposed by the nature of local infrastructures. In a 5G environment it was 
impossible to achieve returns over cost of capital if 4 networks were competing to provide 
services to the same buildings. With low market shares it was impossible to drive returns 
above the cost of capital. This was the fundamental problem hindering investment and 
innovation.  

 Given the political constraints in Europe on increasing consumer prices, it was extremely 
difficult for European network operators to invest in the high-tech solutions needed for the 
networks of the future, at the same time as investing in fibre and 5G roll-out, and so 
compete with the US in this area. There was no growth in free cash flow in the telco industry 
in Europe, whereas operators were growing their free cash flow in other parts of the world. 
There was therefore a risk that the new technologies would be developed in the US and 
exported to Europe. The only solution was to charge those using the infrastructure to deliver 
their content and services. 20-30% of traffic is spam, and the content providers currently 
had no incentive to reduce these levels.  

 If European telcos cannot find a way to generate greater returns on their infrastructure 
investments, it would be US, not European companies, that will benefit. European telcos 
were one of the most indebted sectors in the world and need to generate returns to service 
their debts. A significant proportion of telco investments was going to ensure delivery of 
wasteful or valueless traffic (spam, cybercrime, unsolicited video on mobile devices etc.). An 
incentive was needed to induce content providers to use networks in a responsible and 
efficient way. A more efficient use of networks would generate investment capacity for 
telcos where it was really needed. 

EVP Vestager made clear that no decisions had yet been taken on the follow-up to the exploratory 
consultation. A third party was analysing the responses and the Commission would provide a resume 
before the summer. The Commission would carefully consider all evidence obtained before taking 
any further steps. The consultation included seeking to identify the barriers to the development of 
pan-European telecom companies and how to gain the scale needed for the networks of the future. 
It was also important to understand the link between the level of profitability of telcos and their 
investment in infrastructure. As regards security challenges, the mix of equipment in networks was a 
European concern: not all Member States were yet meeting the goals of delivering safe networks.  A 
report on the progress achieved in the use of the 5G toolbox would be issued soon. 




