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The Regulation of Access of Business to Business Communication Services 
 
“There is evidence that Europe is falling behind its major global competitors in most 
areas of economic performance, particularly productivity growth.  Key to Europe’s 
ability to bridge the gap will be its ability to deploy technology as cheaply and effectively 
as elsewhere in the world.  The competitiveness of the B2B [Business to Business] 
communications sector is a fundamental factor in whether or not it achieves this”.1 
 
A.  Introduction 
 
1. The Lisbon Strategy of March 2000 set the ambitious objective to make the EU “the 

most competitive and dynamic knowledge-driven economy by 2010”.  In the critical 
review of 2004 headed by Wim Kok, it was affirmed that “The Lisbon strategy is 
even more urgent today” and at the 2005 midway point the Commission’s i2010 
initiative reaffirmed the centrality of a competitive telecommunications market by 
setting as one of its three principles the creation of “an open and competitive single 
market for information society and media services within the EU”. 

 
2. In the context of this repeated acknowledgement of the need for a single competitive 

telecommunications market, much of the regulatory reform and effort has been 
focused on improving competition in the supply of services to residential consumers, 
particularly broadband.  While this focus has undoubtedly delivered benefits, it has at 
times distracted attention from improving the competitive supply of business to 
business (B2B) services which arguably deliver greater economic benefits and 
efficiencies.  

 
3. The competitive supply of telecommunications services to residential consumers is 

not at odds with the competitive supply to business consumers.  Nor is the necessary 
competition enabling regulation.  These two groups of consumers  may, however, 
require different regulatory implementations, as noted by Ovum: “Although the 
principles of regulation are largely the same regardless of whether they are applied 
to the business or residential sectors, the practical application differs significantly.” 

 
B:  Ovum Report 
 
4. ECTA member, BT Global Services (BT) commissioned Ovum to fill a gap in the 

current literature, namely the application of the Ladder of Investment (LOI) to 
                                                             
1 Ovum, “Business to Business Communications: Understanding the role of the Ladder of Investment”, 30 
March 2006, page 27 
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business services.  While the LOI is not a new idea, most reviews and studies of it 
have focused on its applicability to business-to-consumer (B2C) services with 
relatively little research on its relevance to business-to-business (B2B) services. 

 
5. The paper found that the needs of business customers differ from those of residential 

customers in a number of important respects, particularly the following: 
• “The multi-site nature of business premises and services compared with the single 

site nature of residential premises 
• The far greater degree of variety or product differentiation between the offerings 

of business compared with residential service providers”.2 
 
6. A key implication of the first noted B2B characteristic, is that an operator holding a 

dominant position in access in one location, can leverage that dominance across 
locations where it does not hold dominance.  

7. A core difference between business and residential customers is their needs and 
approach to purchasing, particularly where they need to purchase services in multiple 
countries. 

 
8. In addition to the differences between the supply of residential and business services 

discussed in the Ovum Report, ECTA would note that another key attribute particular 
to business customers is the criticality of delay in the provision of services.   This 
problem is often exacerbated by the delay in the implementation or enforcement of an 
appropriate regulatory remedy aimed at ensuring non-discriminatory supply.  Speed 
to market is far more crucial for business services than services for the mass market, 
because: 
• business customers are fewer in number but higher in value, and thus the supplier 

able to capture the first mover advantage has a substantial advantage in capturing 
a large share of the addressable market; 

• business customers tend to purchase on long term contracts, thus once they have 
entered into a supply contract they remain out of the market for a long time; and 

• most business customers3 tend to want to use a single supplier for most of their 
services across Europe, particularly for complex services.  As noted by Ovum, 
this means that, once they have contracted with a particular supplier, customers 
are less likely to be available for future competitive offerings throughout Europe.  
In other words, the presence of a competitively constrained service in one country 
has a chilling effect on the competitive supply of the entire European market. 

 
9. One particular aspect of the regulatory implementation that is sometimes advocated4 

with the LOI is the concept of a pre-determined timetable for the withdrawal of 
                                                             
2 2 Ovum, “Business to Business Communications: Understanding the role of the Ladder of Investment”, 
30 March 2006, page 5 
3 Some very large businesses may provide the exception to the preference for single sourcing on the 
grounds that they are large enough to justify the added complexity of a secondary supplier, typically of low 
level connectivity, on the grounds of mitigating single supply risk. Such exceptions naturally do not 
provide the second supplier with anything like the same value opportunity. 
4 Martin Cave, “Making the ladder of investment operational”, 2004 
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regulated access as competition develops.  Ovum point out that the cost of any 
mistiming of the withdrawal of regulation when it is still needed, is potentially much 
larger for B2B than B2C services.  Worst still, such commitments can deter 
investments. 

 
“In such circumstances, when the main source of the uncertainty and risk is the 
outcome of investment programmes, a pre-commitment to a phased withdrawal of 
regulated access may actually deter investment - precisely the opposite of the 
intended result.”5 
 

C:   Conclusions 
 
10. Ovum conclude with two recommendations: that it is necessary for regulators to: 

• “consider allowing multiple access services, or LOI rungs, for operators serving 
multi-site business customers even where such services have been withdrawn from 
operators serving residential customers; and  

• modify the LOI so that, rather then being based on a time-bound pre-commitment 
for regulatory withdrawal based on a prediction of competitive entry, the 
criterion for the removal of rungs for business services should be the actual state 
of competition”.6 

 
11. ECTA supports the report’s recommendations and urges the Commission and ERG to 

explicitly acknowledge the differences between the needs of residential and business 
telecommunications users and to ensure that these needs are reflected in the current 
and future regulatory regime and decisions of the NRAs.  It may be appropriate in 
certain product markets to consider separate customer markets: residential and 
business, so as to apply different regulatory remedies or apply the same remedy 
differently. 

                                                             
5 Ovum, “Business to Business Communications: Understanding the role of the Ladder of Investment”, 30 
March 2006, page 5 
6 6 Ovum, “Business to Business Communications: Understanding the role of the Ladder of Investment”, 
30 March 2006, page 2 


