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Editorial

The telecommunications sector witnessed a number of contrasting trends in 2001.

The general economic climate worsened, resulting in widespread consolidation that winnowed the ranks of Europe's telecoms industry. 

But despite these setbacks, the market continued to expand. In France, telecommunications services saw double-digit growth driven by the Internet and mobile telephony for the third consecutive year.

Competition continued to intensify in 2001. This is reflected, for example, in the market-share growth achieved by new entrants in the fixed-wire sector, firstly for long-distance calls and then, since 1 January 2002, for local calls.


New market segments have also been drawn into the ambit of competition. The so-called "last mile" is beginning to open up with the deployment of the first wireless local loops – a difficult but ongoing process – and the operational implementation of unbundling. High-speed Internet access through ADSL technology, which is crucially important for the market and for the development of our economy, has been the key area of focus for ART from the standpoint of competition. The process of awarding UMTS licences continued throughout the European Union. The current outlook, which is based on normal leadtimes for rolling out this technology and is hence more realistic, suggests that UMTS services will be available in early 2004.


In France, public policy now harbours new ambitions in terms of nationwide telecoms coverage. The completion of mobile coverage and the deployment of high-speed communications throughout the country are now key issues for the telecommunications sector in terms of regional development. The role of local authorities in this sphere was strengthened in 2001, allowing them to take initiatives to encourage operators' efforts to grow the market.


The European telecommunications sector has adopted a new legal framework that allows for technological convergence and the spread of competition. The talks conducted throughout 2001 on introducing a new European regulatory architecture culminated on 7 March 2002 with the adoption of four directives and one decision that substantially modify the existing rules. The directives are due to be transposed into national legislation during 2003.


ART, which operates against a backdrop of multiple trends in the telecoms sector, has concentrated on fostering – and in some cases initiating – these developments, for the benefit of consumers, who are profiting from the market's current momentum. Although its activities are technical and therefore complex, ART carried out its mission without losing sight of the underlying objectives. As a result, factors such as the tangible implementation of unbundling, the introduction of an affordable flat-rate interconnection offer for Internet access and the decline in interconnection charges for fixed-to-mobile calls are harbingers of lower prices and greater diversity in terms of offerings and methods of accessing services.


The purpose of this annual report is to show, via a brief overview of five years of competition and regulation, how ART's decisions have helped to structure the markets that make up the telecommunications sector. The report also contains statistical data on the economic situation of the French market since 1998. This information is fleshed out with a thorough review of ART's activities and the situation of the principal markets in 2001.


The main projects undertaken by ART over the past few years are discussed in detail. These include the local loop, network coverage and UMTS, the success of which depends on continual and determined action by the regulator.


Lastly, the report analyses the economic, technological and regulatory factors that will shape telecoms regulation and considers how it can be amended. The fact is that regulators will have to adapt their methods and strategies in several areas, particularly with the forthcoming introduction of the new European regulatory framework. 

In early 2002, ART launched a review into ways of adapting French regulation to the new framework, as well as to the new economic and technological issues facing the sector. The results of these deliberations have been made public as part of the much-needed debate preceding the transposition of the new EU directives. This annual report contains a detailed analysis of the new European measures and will prove useful to readers seeking to understand the new policy settings and their implications for the future of the market.

All the evidence points to the fact that although the regulator's remit is set to change, it has certainly not run its course. This, moreover, is one of the main conclusions of the new directives. Resolute action by regulators is vital to help the market develop even further and to ensure that competition holds sway in all areas. ART has no intention of letting up its efforts; it intends to forge ahead, in collaboration with all interested parties, in an effort to reach the objectives defined by the public authorities. This collective involvement is crucial if our country is to reap the full benefits of the fast-developing information society.

Jean-Michel Hubert

I. The new telecommunications environment


The liberalisation of the telecommunications sector has been marked by technological developments that brought new services in their wake. This technological and commercial expansion, associated with intensifying  competition, has led to market development and strong growth in the sector, even though the economic climate has been less favourable in the past two years. 

A. The development of new services

1. Mobility

The French mobile telephony phone market has been open to competition since 1987. It has grown exponentially over the last decade to the point where mobile phones have become an indispensable part of everyday life.  In just seven years, from the end of 1994 to the end of 2001, the penetration rate of mobile phones in France rose from 1.3% to 61.6%. The number of mobile lines exceeded that of fixed lines in 2001, reaching 37 million at the end of the year. 


The mobile services market has changed substantially over the last decade. Initially based on analogue technology and confined to a small client base, mobile telephones are now widely used. This is due to competition, which has brought down prices and led to diversification of subscription packages. Flat-rate subscriptions and prepaid cards now share the market equally. Services have also expanded rapidly. Alongside voice services, new data services are emerging and developing, thanks notably to the success of "texting", or short message services (SMS). More complex services, such as the “mobile Internet”, are growing more progressively. The failure of Wireless Application Protocol (WAP) has demonstrated the need to develop a technology and an economic model better suited to these new services. This is a decisive factor for the future success of new mobile technologies, including GPRS and UMTS, that will come to market shortly. 

2. Internet

Together with mobile telephony, the Internet is the second market segment driving growth in the telecommunications sector. It has been radically transformed over the last five years, and the economic model used by market players has changed likewise. 

Internet access comes with a wide range of “free” services and content. This reflects the origins of the Internet: a non-commercial community spirit; an open architecture enabling all users – individual or otherwise – to publish content; and simple, low-cost traffic exchange mechanisms (peering). So the economic models are based largely on those of the broadcast media, with advertising as the main source of revenue. 

Over the period 2000-2002, market growth has flagged, resulting in concentration and the development of pay-per-use services. 


Internet access services have also seen major change over the last five years. Originally based on a monthly subscription and a charge per minute, they have evolved towards a flat-rate model, now standard for Internet access via the phone network. The model of totally free access, introduced in 1999, was quickly abandoned, as was flat-rate unlimited access, neither of which found their economic model. The successful launch of high-speed access from 2001 marked a new stage in the development of Internet services. 

3. High-speed access


As the Internet expands, users are becoming increasingly demanding in terms of service quality and comfort. The new services now available – downloading, streaming, on-line gaming, etc. – require high-speed or real-time transmission to function effectively. These are decisive factors governing the future success of high-speed access, not only for businesses but also for private users. 

The fixed technologies for high-speed access include the digital subscriber line (DSL), which converts conventional subscriber lines into a high-speed access-ways, cable, fibre, wireless local loop (WLL) and satellite. These different technologies are complementary. High-speed access via mobile terminals will hinge upon the development of third-generation mobile networks, the so-called UMTS. 

Only with widespread high-speed Internet access will it be possible to generate strong demand for innovative multimedia services that are both attractive for consumers and economically viable for content providers. 

The market for high-speed services, ADSL in particular, grew rapidly in 2001. In just one year, the number of high-speed subscribers increased three-fold, from around 200,000 to 600,000. These subscribers now represent 10% of all active Internet access subscriptions, i.e., 13% of corporate and 4% of residential subscriptions. These developments are important for the Internet sector, since high-speed access offers a level of user comfort – efficient browsing and downloading, permanent connection – that should stimulate the growth of e-commerce and new services. 

4. Convergence


The mechanism known as convergence is creating an increasingly pronounced distinction between the digital networks and the services they carry. Networks are carrying an ever wider range of services, with the same networks now used for voice, data and video transmission. So rather than the traditional distinction between audiovisual and telecoms networks, the distinction is now between networks (or "pipes") and content. 

The growing use of IP (Internet protocol) has contributed to this trend. IP is used to send all types of information, including voice traffic, through the networks. Its spectacular growth is a recent development, directly linked to the emergence of new associated technologies, the success of the Internet and the communication services that it provides. It reflects the trend of network convergence, and has wide-ranging implications – of a regulatory nature especially – which concern ART in particular. 

The ENUM standard is a significant example of this technological convergence. ENUM is an address resolution and conversion system that uses the domain name system (DNS) to map telephone numbers compliant with recommendation E.164 to Web addresses (e-mail address, URL, IP address, etc), with orders of priority. In this way, phone numbers can be associated with IP network resources and services, addressable using the DNS system. 

Now being finalised, this standard should simplify communication between phone and IP networks, while fostering the emergence of new, truly convergent applications: use of a single number to replace an individual’s multiple numbers and addresses, simplified Internet access from a mobile phone, etc. The system will be fully transparent for the end user. 

B. Strong market growth  despite a less favourable economic climate


In the last three years, the telecommunications market has seen double-digit growth, in both value and volume. This can be seen from the figures below, published by ART’s market observatory. They are broken down by market in Volume 2 of this report. The data for 2001 are the aggregate result of four quarterly surveys conducted by the market observatory in 2001. The last column of each table gives the growth rate in 2001
.

1. Employment


1998
1999
2000
2001
Growth in 2001 (%)

Number of employees at 31/12
155,992
155,297
155,663
152,615
-2.0%

Licence-holding operators employed a total of 152,615 people on 31 December 2001. The slight decrease this year can be explained by non-replacement of retirees and non-renewal of fixed-term contracts; it does not therefore result from redundancies. Note also that most employees are engineers and executives. 

2. Investment

€ million
1998
1999
2000
2001
Growth in 2001 (%)

Investment flows for the telecoms activity
5,538
5,909
7,854
7,176
-8.6%

Capital expenditure by operators was lower in 2001 than in 2000. However, this decrease is relative, since 2000 was a period of major deployment involving large-scale investment. In 2001, expenditure came back to a more customary level owing to financial rationalisation and the bursting of the speculative bubble. 

3. The end-user market

Change in revenues

€ million
1998
1999
2000
2001
Growth in 2001 (%)

Fixed telephony
14,931
15,063
14,631
14,438
-1.3%

Internet
162
344
731
1 160
+58.8%

Mobile services
4,042
5,658
7,789
9,877
+26.8%

Total telephony (fixed  and mobile) 
19,136
21,065
23,151
25,475
+10.0%

Advanced services
1,370
1,648
1,842
1,795
-2.6%

Leased lines
1,449
1,469
2,011
2,345
+16.6%

Data transport
378
404
530
667
+25.7%

Information and other income
557
584
320
342
+6.9%

Terminals
1,229
1,358
1,760
2,114
+20.1%

Hosting and call centre management
N/A
10
20
45
+128.8%

All telecommunications services excluding interconnection
23,957
26,537
29,633
32,782
+10.6%

N/A Not available
Change in volume

millions of minutes
1998
1999
2000
2001
Growth in 2001 (%)

Fixed telephony
124,898
124,029
121,950
118,622
-2.7%

Internet
4,976
12,617
34,016
72,728
113.8%

Mobile telephony
10,065
20,695
35,524
44,253
24.6%

Total telephony and Internet 
139,939
157,341
191,490
235,602
23.0%

Telecommunications revenues continued to grow (10% in value and 23% in volume), despite unfavourable market conditions. As in 2000, sector growth was driven by the Internet and mobile telephony, with an increase in revenues (respectively 58.8% and 26.8% over one year) and volumes (113.8% and 24.6%). Telephony has been contracting slightly since 1999. This may be because users are opting for mobile telephony and the Internet to replace fixed communications. Residential users appear to be moving towards these new forms of communication. 

4. The effects of economic and financial difficulties

· A morose business climate

After the euphoria of 2000, 2001 was marked by a slowdown in the world economy that worsened in the autumn and was further amplified by the terrorist attacks of 11 September, which shook the industrial and financial sectors. This economic turndown was felt strongly by the new information and communication technologies sector at a time when businesses were under pressure to run down stocks and rein in major investments.   Europe was not spared. Overall, France was among the countries least affected by the crisis, thanks to sustained consumption and an increase in household purchasing power. However, destocking was just as severe as elsewhere and investment stagnated. 

·  The telecommunications sector was hit by crisis…

The telecommunications sector was at the heart of the speculative bubble which burst in mid-2000. In 2001 it was hit by the financial after-shocks of this collapse. The high price of UMTS licences in some European countries also affected operators’ financial equilibrium. The sector is now in the midst of consolidation. Players are adjusting their market conquest strategies, with a tighter focus on restoring their margins, and investments are slowing. A decline in revenues from telecommunications services can be expected at both world and European levels. However, there are a number of contrasting trends. Equipment suppliers, who are anticipating a drop in sales, are experiencing greater difficulties than operators. These difficulties have a number of causes. They include excess installed capacity and lower prices charged by new entrants that have led to bankruptcies, the incapacity of some entrants to finance their development plans and massive debt incurred by  major operators due to acquisitions made at a time when telecommunications activities were overvalued on the financial markets. In addition, as the telecommunications sector waits for new technologies to reach maturity, the penetration rate of mobile telephony is slowing on most European markets. 

· But still a driving force of the French economy…

In France, despite the depressed business climate, the telecommunications sector continues to grow, both in value and in volume, and plays a central role in the French economy. More than 1.5% of consumer spending is devoted to telecommunications services, a figure that has practically tripled in 30 years. In volume, this same spending has increased annually by more than 20% since 1999, illustrating France's enthusiasm for information and communication technologies. The telecoms sector accounted for around 2.6% of French investment over the period. This figure is in slight decline, reflecting a certain market maturity following the explosive growth in investments in 2000. Once again, the market was driven mainly by the Internet and mobile telephony. These trends should be confirmed in 2002, though a slowdown in growth is likely. 

C. The state of competition


Since 1998, competition has become a reality in France. This is reflected in the number of operators present on the market and also in the market share held by competitors:

· On 31 December 2001, 113 operators held licences, though the wave of consolidations initiated in 2000 reduced the number of players in 2001 (from 131 to 113).

· The French market is feeling the full effects of competition, with new entrants representing:

· 37 to 38% of the market for long-distance and international calls;

· 2% of the local communications market, prior to implementation of the decision extending carrier selection to local calls. Following its entry into force, the market share of new entrants rose sharply in early 2002. 


The reality of competition and its tangible effects for consumers are visible on all segments of the telecoms market. 

1. Fixed telephony


Market opening has been implemented in several stages:

· 1 January 1998: carrier selection for long-distance and international calls; attribution of 1-digit and 4-digit carrier selection prefixes;

· 17 January 2000: carrier preselection for long-distance and international calls; preselected customers no longer need to dial a prefix to select their carrier;

· 1 November 2000: carrier selection and preselection for fixed-to-mobile calls;

· 1 January 2002: elimination of the local sorting zone; selection and preselection for local calls, i.e., calls made within the département (administrative area).

Change in the number of subscribers using carrier selection and preselection

In units
31/12/98
31/12/99
31/12/00
31/12/01
Growth in 2001 (%)

Number of subscribers using selection and/or preselection
861,186
2,769,111
5,953,396
7,968,537
+33.8%

               o/w subscribers using call-by-call selection
N/A
N/A
4,453,936
5,148,627
+15.6%

               o/w subscribers using preselection
N/A
N/A
1,499 460
2,819,910
+88.1%

N/A: Not available
The number of subscribers using carrier selection and preselection rose sharply in 2001: the number using call-by-call selection grew by 15.6% in one year, while the number using preselection rose by 88.1%. Growing numbers of users switched to alternative operators in 2001. 

2. Mobiles


The mobile telephony market has been open to competition since 1987. It has been marked by several key trends over the last decade. 

The first GSM licences were granted to France Télécom Mobiles and SFR in 1991. 

With the arrival of a third GSM operator, Bouygues Télécom, in 1994, the market  became truly competitive, with the introduction of flat-rate subscriptions and lower prices. 

Between 1998 and 2001, GSM mobile network regulation focused on termination charges for calls from fixed to mobile networks, the main price component of fixed-to-mobile calls.

ART designated France Télécom Mobiles and SFR as operators with significant market power ("SMP operators") on the national interconnection market from 1999, thereby obliging them to bring interconnection prices into line with costs. This resulted in: 

· an initial 20% decrease in fixed-to-mobile call prices at the end of 1999, followed by all three operators; 

· a second reduction in fixed-to-mobile call prices at the end of 2000, along with a change in the interconnection regime for mobile telephony operators and the introduction of carrier selection for calls to mobile networks on 1 November 2000; 

· a programmed decrease of around 40% in termination charges for calls to mobile networks between 2001 and 2004. 

3. Internet access

Internet access in France represents:  

· 7.1 residential subscribers on 31 December 2001
,

· 15.7 million users at the end of 2001, up by 26% in the fourth quarter
, 

· More than two-fold annual growth in Internet traffic over the last three years. 

Though the word “Internet” does not appear in legislation, it is an area of daily concern for ART. Two categories of player are present on the Internet access market: access providers (non-regulated market) and operators. There are two distinct market sectors: 

· Low-speed access (via the phone network)
With 6.5 million subscriptions on 31 December 2001, 91.5% of all residential subscribers have low-speed access, according to AFA. 

There is fierce competition between access providers on the market for Internet access via the switched network. It has been actively encouraged and consolidated by ART, which has also taken steps to ensure effective competition between operators currently present on the Internet traffic collection market.

“All-inclusive” flat rates were introduced in 1999 following consultations headed by ART. ART has also defined the conditions for competition between operators on the Internet traffic collection market through the introduction of the indirect interconnection model which favours flat-rate pricing. This offer was included in France Télécom’s standard interconnection offer in 2000. 

On 1 September 2001, France Télécom issued a flat-rate interconnection offer to operators, enabling them to improve interconnection conditions for Internet traffic. In November 2001, an enhanced version of this offer was included in the France Télécom standard interconnection offer for 2002. The flat-rate interconnection offer available in France is now among the most attractive in Europe. 

· High-speed access
Around 600,000 residential subscribers, representing 8.5% of total residential subscriptions, had high-speed access on 31 December 2001
.

The French system is based on competition between operators as well as on diverse and complementary technologies. Several high-speed Internet access technologies have been developed in recent years, namely cable networks, wireless local loop and ADSL. ART has contributed to their deployment. 

The wireless local loop provides high-speed Internet access for small and medium-sized enterprises (SMEs) and local government bodies. France is one of the few countries where this technology is actually being deployed, despite adverse market conditions. Commercial offers are available in around thirty towns and cities. 

ADSL is a key technology for the development of high-speed access. Several offers are now available to stimulate competitive market growth: offers to access providers; an intermediate offer to operators via the ATM network; unbundling of the copper pair serving the customer. Around 600 lines were unbundled in April 2001. These offers must be harmonised to enable all players to operate under acceptable economic conditions. This is a key challenge for the development of high-speed access in France. 

In 2001, one-third of high-speed residential subscribers accessed the Internet via the cable networks. In France, though coverage is more limited than elsewhere (USA or Belgium for example), the cable networks have a key role to play in the development of the information society. 

In short, the measures taken to promote Internet access in France are fostering the parallel development of both high-speed and low-speed access. This situation could be unique to France. Among our main European neighbours, one or other mode of access is generally preferred, and the two rarely grow at a similar pace. 

4. Lower prices


Market opening over the last four years has brought down consumer prices in all telecommunications market segments. 

· Fixed telephony prices

On the basis of consumption baskets defined by ART, France Télécom's national call charges fell by around 60% over six years (1996-2001), both for business and residential users. The price of local calls fell by 11% for households and 14% for businesses. The fact that the average phone bill has decreased by only 10% and 28% respectively, is mainly the consequence of specific decisions to increase the France Télécom subscription charge. 

Over the last three years (1999-2001), the average price of long-distance calls has fallen:

· by 26.8% for France Télécom;

· by 35.7% for France Télécom’s main competitors.

· Mobile telephony prices


Call prices from a mobile phone fell sharply between early 1998 and early 1999 and then stabilised. 

On the basis of an average of the best subscription packages offered by mobile phone operators, mobile subscription formulas fell substantially from 1998 to 2001 for the four baskets defined by ART (30 minutes, 1 hour, 2 hours, 3 hours per month). 


Prices fell by:

· 29.7% for 30 minutes of calls per month;

· 11.6% for one hour of calls per month;

· 20.9% for two hours of calls per month;

· 15.7% for three hours of calls per month;

In addition, ART has contributed to a reduction in fixed-to-mobile call prices. A decrease of around 40% was obtained over the period 1999-2000 and a 40% drop in interconnection charges for these calls is programmed for the period 2001-2004. 

· Internet access prices

Between January 1999 and December 2001, the average Internet access price fell sharply:     

· a 65% decrease for short monthly connection times (between 3 and 10 hours);

· a 75% decrease for intermediate monthly connection times (between 15 and 30 hours);

· a 50% decrease for long monthly connection times (between 40 and 100 hours).

For short and intermediate connection times, prices stabilised from spring 2001. Prices for long connection times fell sharply until spring 2001 before rising again slightly from the second half of 2001 after the withdrawal of unlimited flat-rate subscriptions. 

· Interconnection prices

Interconnection charges fell by around 40% between 1998 and 2002, favouring a reduction in retail prices. 

II. Major regulatory changes


Several new legislative and regulatory provisions were adopted in 2001. Some of them were intended to complement the provisions of the Telecommunications Act of 26 July 1996. However, the most significant changes result from the adoption of a new European framework which will substantially modify the French regulatory environment. 

A. French regulatory changes

1. Transposition of existing directives

The edict of 25 July 2001 to adapt French intellectual property law and the Posts and Telecommunications Code to EU law
 has led to substantial amendment of the legislative part of the Posts and Telecommunications Code. It was adopted to complete the transposition of directives 97/33 on interconnection, 97/13 on licences, 97/51 on the adaptation of directives 90/387 and 92/44 to a competitive environment, 97/66 on the processing of personal data and the protection of privacy in the telecommunications sector, 98/10 on the application of open network provision (ONP) to voice telephony and on universal service for telecommunications, 99/5 on radio equipment and telecommunications terminal equipment and the mutual recognition of their conformity.

By this edict of 25 July 2001, 18 articles of the Posts and Telecommunications Code were amended, sometimes in depth, and four new articles were added. The main amendments are as follows:


Increased powers for ART in certain areas 

· Extension of the scope of the procedure for settling disputes relating to the supply of subscriber lists by operators;

· More precise deadlines for the sanctions procedure;

· More precise specification of markets on which operators may be designated as SMP operators and their ensuing obligations;

· Strengthening of ART’s powers with regard to interconnection and access, notably through a new power of direct intervention in negotiations between operators (art. L. 34-8-VI);

· Power to modify operators’ customer contracts for the supply of telephone services. 

Simplification of certain procedures

· Liberalisation of the terminal equipment market with the implementation of an ex post control procedure. 

· Abolition of the installer acceptance procedure.

Modification of the procedure for publishing a universal directory

· Dissolution of the independent body in charge of drawing up the subscriber list. 

· France Télécom is required to perform this function, even if other bodies are also competent to do so. 

· Operators are required to sell their subscriber lists at a cost-oriented price. 

In addition to the edict of 25 July 2001, the Act of 15 November 2001 has introduced EU provisions into the Posts and Telecommunications Code concerning the processing of personal data and the protection of privacy.  The decree of 8 January 2002, for its part, has transposed measures to safeguard users’ rights (data confidentiality, itemised billing, contract wording, calling line identification, call transfer, service quality)
. 

2. Other amendments

The Act of 17 July 2001 pertaining to a variety of social, educational and cultural provisions
, includes, in Title V, a number of provisions concerning the telecommunications sector:

· Article 19 amends article L. 1511-6 of the Local Authority General Code concerning the creation and provision of infrastructures for telecommunications networks by local authorities and public cooperation organisations which have benefited from a skills transfer. 

· Article 20 amends the first paragraph of Article 1 of  Act no. 66-457 of  2 July 1966 concerning the installation of receiving antennas, by instituting the right to an antenna for fixed telecommunications (wireless local loop). 

· Article 26 amends the Posts and Telecommunications Code by inserting two paragraphs in Article L.33-3 concerning the installation of mobile phone jammers in theatres. 

· Other texts
 adopted in 2001 or in early 2002 concern notably:

· Extension of the jurisdiction of the French authority for telematics services and the French advisory committee on telematics services to cover all telecommunications operators;
· Definition of limit values for public exposure to electromagnetic fields emitted by radiocommunications equipment;

· Application of the Posts and Telecommunications Code to the island of Mayotte. 

B. The new European regulatory framework

On 7 March 2002, the European Parliament and Council of Ministers adopted four directives
 and one decision
 which form the main texts of the new European regulatory framework for electronic communications, based on proposals published by the European Commission on 12 July 2000.  Two other directives, one on harmonisation, the other on liberalisation, will be added shortly. 

This regulatory “package” is intended to adapt the legal framework of the telecommunications sector to evolving technologies and market changes, to simplify its content for greater readability and to launch a new stage in the development of competition while strengthening EU harmonisation. 


The five texts adopted on 7 March were published in the OJEC on 24 April 2002. They must be transposed by members states within 15 months of this date, i.e., by 24 July 2003 at the latest. 

1. Presentation of the new framework

The regulatory “package” proposed by the Commission on 12 July 2000 comprises 7 texts:

· A directive on a common legal framework for electronic communications networks and services, setting the horizontal provisions of the new EU regulatory framework for electronic communications (Framework Directive): this is the most important text of the seven;

· A directive on the authorisation of electronic communications networks and services which aims to establish a single market for electronic communications services by harmonising and simplifying the rules governing authorisation to supply these services (Authorisation Directive);

· A directive on access to, and interconnection of, electronic communications networks and associated facilities, which establishes a framework for agreements on access to interconnection throughout the European Union (Access Directive);

· A directive on universal service and users' rights relating to electronic communications networks and services, notably with regard to universal service (Universal Service Directive);

· A decision on a regulatory framework for radio spectrum policy in the European Community, which establishes a political and legal framework for harmonising the use of radio frequencies in the European Union (Radio Spectrum Decision);

· A directive on the processing of personal data and protection of privacy in the electronic communications sector, which updates the directive currently in force with a view to guaranteeing technological neutrality and coverage of new electronic communications services (“Data Protection” Directive). This directive, slightly delayed with respect to the other texts on this level, should be adopted in 2002. Its transposition deadline may be limited to 12 months so that it comes into force at the same time as the rest of the package. 

· A directive on sector liberalisation (or “Competition” Directive), to be adopted by the Commission pursuant to its own jurisdiction with regard to the rules of competition, under article 86.3 (formerly 90.3) of the EC Treaty. It should be adopted and published in 2002. 



The Commission will also publish several follow-up texts for implementation of the new framework:

· Guidelines for analysing the market and assessing the power of operators on a given market, intended to help national regulatory authorities to apply the new regulatory framework. A consultation process has been launched for the initial draft guidelines and ART has submitted a number of comments. 

· A recommendation on relevant product and service markets in the electronic communications sector to define the market segments on which specific obligations may apply. The draft recommendation on relevant markets will be submitted for public consultation in April/May 2002 and adopted in June 2002, according to the Commission;

· A decision instituting a “European Regulators’ Group” (ERG), bringing together national regulators and the Commission to promote cooperation and harmonise decisions for implementation of the new regulatory framework;

· A decision establishing a “High Level Spectrum Policy Group” comprising representatives of member states and the Commission, who are responsible for making recommendations and, when applicable, adopting harmonised conditions for the availability and efficient use of radio frequencies. 



The Commission announced that it would adopt the decisions on the ERG and the Spectrum Policy Group in 2002.

2. Principles of the new regulatory framework



The new regulatory framework lays down a number of general principles:

· Confirming the objective to establish genuine competition across a harmonised electronic communications market and to ultimately achieve supervision by ordinary competition law;

· Maintaining sectoral regulation of the electronic communications sector and strengthening the essential role played by national regulatory authorities (NRAs) in its implementation: specific telecommunications law remains in place so long as genuine competition has not been achieved, although enforcement may be eased as competition develops. In addition, the new framework brings the principles of this sectoral law and of ordinary competition law closer together;

· In a context of growing convergence, the harmonised regulatory framework applies to all “electronic communications” infrastructures”, whatever their use (audiovisual and/or telecommunications), while the content of services provided on the electronic communications networks remains covered by separate regimes; 

· Strengthening mechanisms to coordinate the actions of NRAs. To achieve harmonisation of national practices, NRAs must work together, as well as with competition authorities and with the authorities in charge of consumer protection policy;

· Strengthening coordination between national regulatory authorities and the European Commission and providing for closer supervision by the Commission in order to encourage European harmonisation.

All the directives thus provide for a significant strengthening of the powers of NRAs, in accordance with the wishes of the European Commission. One of the examples which most clearly illustrates this reinforcement of the powers of NRAs is found in the Access Directive which gives a practically exhaustive list of additional conditions that NRAs can impose upon service or network providers with significant market power who enjoy a position equivalent to that of dominance (art. 13 Framework Directive). Among these obligations, the NRAs may choose the most appropriate regulation tools for each situation. This allows for flexibility to safeguard the specific regulatory regime of each European market as it evolves. 

However, it is in the fields of cooperation and harmonisation that the new framework will certainly effect the greatest change. Cooperation among NRAs and between NRAs and the European Commission is now more strongly anchored, via provisions for information exchange and prior consultation laid down in article 7 of the Framework Directive, even though the Council has refused to grant the European Commission a general “right of veto” on national measures (except for the definition of relevant markets and SMP operators, according to a complex procedure). 

Moreover, this trend will be reinforced by a decision instituting a “European Regulators’ Group” (ERG), bringing together national regulators and the Commission to promote cooperation and harmonise decisions for implementation of the new regulatory framework. 

3. The main provisions of the adopted texts

The Framework Directive contains the horizontal provisions of the new regulatory framework concerning electronic communications in the European Union; it serves as a basis for the specific provisions contained in the other directives. The provisions of this directive specify the area of action of the national regulatory authorities, the principles governing management of the radio spectrum, numbering, rights of way, infrastructure sharing, procedures for settling disputes between companies, the concept of significant market power. 

· Powers of the national regulatory authorities

The Framework Directive stipulates the duties of the national regulatory authorities, who must exercise their power with fully transparency. Their decisions must be open to appeal. The NRAs must take all reasonable measures to achieve the objectives set by the directive, i.e., to establish an open and competitive market. The measures taken must be proportionate to their objective and respect the imperative of technological neutrality. The directive also defines procedures for settlement by the NRAs of disputes between operators. 

All measures taken by an NRA concerning market power, the imposition, modification or withdrawal of obligations imposed upon market players, or retail pricing, and which adversely affects trade between member states, must be submitted to the other NRAs and to the Commission, who must state their opinion within one month. This deadline cannot be extended. The Commission has a “right of veto” on decisions relating to competition law (definition of relevant markets, designation of SMP operators). 

· Obligations of operators with significant market power

After public consultation and consultation of national regulatory authorities, the Commission will adopt a recommendation defining an initial list of relevant product and service markets upon which the national regulators will be required to work (art. 15 of the Framework Directive). On the basis of this reference list of markets, the NRAs will determine which markets are not competitive; they will identify operators with significant power on these markets and will decide whether to impose or maintain increased regulatory obligations (art. 16 “market analysis procedure”). 
The definition of SMP operators is a decisive element of the new EU regulatory framework, since national regulatory authorities may only impose specific obligations (primarily those stated in articles 7 to 13 of the Access Directive) on SMP operators. The national regulatory authorities are responsible for designating these operators, though the process is closely supervised at Community level with a view to promoting harmonisation. 

The Framework Directive defines an SMP operator as an operator which, either individually or jointly with others, enjoys a position of economic strength affording it the power to behave to an appreciable extent independently of competitors and ultimately consumers. The Framework Directive thus introduces the concept of “joint dominance” which already exists in competition law. Commission guidelines will be issued to define the market analysis procedure. Under a degree of supervision by the European Commission (article 7 of the Framework Directive), the NRAs will determine, by collation of indexes, whether companies enjoy a joint dominant position in Europe, on the basis of the guidelines and of a list of criteria listed in an annex to the directive: degree of market maturity; growth in demand; elasticity of demand; product homogeneity; similarity of cost structures; degree of technological innovation; existence of excess capacity, informal links between companies, etc. 
· Granting of authorisation

The Authorisation Directive aims to reform the current system of 15 different national regimes with a view to establishing a harmonised market and to limit regulation to the strict minimum, as is already the case in several member states. 

The replacement of individual licences with general authorisations, with a specific, parallel licensing system for scarce resources (frequencies and numbers), is the key innovation of this text. Once authorised, companies are entitled to provide electronic communication services and to negotiate interconnection with other providers throughout the European Union. A clear distinction is made between the conditions applicable for general authorisation and those linked to the rights of use of radio frequencies and numbers. 

General authorisation and rights of use are subject exclusively to conditions listed in the annex to the Directive, concerning, for example, financial contributions to the funding of universal service, network interoperability, number accessibility and portability, rules for protection of privacy and, more specifically, protection of minors. Administrative charges may be levied on companies which have been granted general authorisation. The specific obligations which may be imposed upon operators with significant market power are legally distinct from the obligations and rights relating to general authorisations. 

· Access and interconnection 

The directive relating to access and interconnection establishes a framework for access and interconnection agreements throughout the European Union. It aims to clarify the relationship between the concepts of interconnection and access. This text lays down the rights and obligations of companies which own or operate networks and those wishing to interconnect with or access these networks. Lastly, the directive lists the increased obligations that the national regulatory authorities may impose upon SMP operators. 

When market distortions are observed, the national regulatory authorities are empowered to take ex ante remedial measures. In this case, the regulator must impose upon certain companies with significant power all or part of the increased obligations stipulated in the new Community framework: compliance with the principles of transparency, non-discrimination, accounting separation, price control and cost orientation. 

The directive introduces greater flexibility to enable regulators to adapt their action to the specific conditions of the market concerned. 

· Universal service

The Universal Service Directive defines the obligations in this sphere. The aim is to make certain services available to all users on the territory of each member state, irrespective of their geographical location, with a specified level of quality and at an affordable price. Universal service comprises:

· user access to the public telephone service at a fixed location with transmission rates sufficient for functional Internet access;

· access to a directory and information service;

· provision of public pay telephones;

· specific measures for the disabled and for users with special needs. 

The scope of the universal service obligations will be periodically reviewed, for the first time two years after the directive comes into force and every three years from then on. 

The directive gives the NRAs the authority to calculate the net cost of universal service. This net cost corresponds to the difference between the cost borne by a company when it provides a universal service and when it does not. It is calculated on the basis of the costs corresponding to services which can only be provided at a loss or provided under cost conditions falling outside normal commercial standards. It must take account of the intangible benefits, monetary or otherwise, for the universal service operator. With regard to the funding of the universal service, the directives offers two alternatives: funding from general government budgets or the creation of a cost-sharing mechanism to which all operators make contributions. 

The NRAs are responsible for supervising the pricing levels and structures of the universal service. In the light of national circumstances, they may require that companies offer price options or formulas to customers which differ from normal commercial standards, notably with a view to ensuring that vulnerable users have access to telephone services. For certain users, prices may differ from normal commercial standards by virtue of price control regulation or geographical averaging. NRAs may also impose retail price regulation on operators with significant market power. 


The Universal Service Directive also includes provisions relating to carrier selection and preselection, fixed and mobile number portability and a series of measures for consumers. 

· Frequency management
Without prejudice to existing technical mechanisms, the decision on a regulatory framework for radio spectrum policy aims to:
· facilitate policy making with regard to the strategic planning and harmonisation of the use of radio spectrum in the Community; 
· ensure the coordinated provision of information concerning the availability and use of radio spectrum ;

· ensure the effective coordination of Community interests in international negotiations where radio spectrum use affects Community policies.

The Radio Spectrum decision will shortly be followed by a decision instituting a High Level Spectrum Policy Group.

· Data processing
The directive on the processing of personal data and the protection of privacy has not yet been formally adopted, but should be so during 2002. This directive updates previous texts and extends them to electronic communication services. The new provisions of the draft directive mainly concern the commercial use of electronic messaging, the use of “cookies” and the processing of data that make it possible to locate a person. 

III. Regulation priorities


The regulation priorities aim to respond to this new technological, economic and regulatory environment. Their purpose is to foster growth in competition, broader availability of services and the development of new markets under conditions which address the needs of all consumers throughout France. 

A. The local loop and high-speed services

The development of competition on the local loop is essential, especially to increase the availability of high-speed Internet access. Cable and wireless local loop technologies have an important role to play. Cable Internet access is developing, though primarily among urban users. The wireless local loop is used mainly by SMEs and local government bodies.

ADSL technology will need to be developed to extend the availability of high-speed services to a broad customer base across the whole of France. Growth must be competitive since clearly, ADSL deployment must not be monopolised by a single operator. This will involve a new stage in the unbundling process, which entered an active phase in autumn 2001 and, as yet, primarily concerns large companies in urban areas. For this reason, ART asked France Télécom on 16 April 2002 to modify its reference offer for unbundling, notably to offer more attractive tariffs to operators and to improve operational procedures.


ART is also working to improve the other offers to access providers and operators, under conditions that enable all these actors to operate in the ADSL market under economically viable conditions.


Satellite and RLAN technologies are also developing rapidly. In 2001, ART examined several requests for licences to deploy satellite networks intended notably for provision of high-speed Internet access. At the end of 2001, ART also launched a public consultation on the technical, economic and regulatory questions raised by the use of RLANs, in particular for high-speed Internet access. 

B. UMTS


 UMTS is being introduced in France against a difficult European background. Several factors explain the problems encountered. Firstly, the timetable set by the European Union for the introduction of UMTS proved over-ambitious in relation to the technical and economic constraints to be overcome before UMTS reaches maturity. Secondly, a lack of harmonisation between the different member states led to major disparities in the operator selection procedures. The number of countries opting for auctions was practically equivalent to the number opting for beauty contests. These disparities placed excessive financial burdens on the winning bidders, a factor which contributed largely to the slump in the financial markets and the current high levels of debt among the main European operators. 

France, for its part, held a "beauty contest" to award four licences. An initial selection procedure was launched on 18 August 2000. The fee for obtaining UMTS frequencies was set by the government at €4.95 billion for each operator.  Further to this procedure, ART selected the two operators that had submitted an application (Orange and SFR) on 31 May 2001. On that date, two licences were still available. No other operators submitted applications due to the worsening financial situation in 2000 and the high cost of the licences on offer. For this reason, when announcing the results, ART suggested that the financial conditions be revised. The government responded in the autumn of 2001 by setting an initial charge per operator of €619 million for all UMTS operators, followed by an annual levy of 1% of revenues throughout the term of the license, which has been extended to 20 years.


Further to these modifications favourable to market development, ART promptly prepared a new call for applications to award the two remaining licences. It was issued on 29 December 2001. All applications were to be submitted by 16 May 2002 at the latest and the results will be published before 30 September 2002. For reasons of fairness and legal security, the obligations applicable to operators were not modified. Only the conditions of roaming compatibility with the GSM networks for a new entrant were changed. On 10 December 2001, ART also published its analysis of the opportunities for infrastructure sharing offered by the UMTS regulatory framework in France. Indeed, such opportunities have become a key issue throughout Europe, as they should enable operators to make cost savings in a financial context less favourable than before. 


Hence, at the end of 2001, the French system had several distinctive aspects. 

All the provisions adopted in 2001 are naturally favourable to market development and should, following the second call for applications, create conditions for effective competition between operators. 

In this area, ART’s objective was to ensure that the French market keeps pace with the general movement, with the best possible starting conditions and optimal visibility. There is no lag in French UMTS market, taking account of the time required for the ongoing standardisation process, which should be completed in time for a market launch in late 2003-early 2004, in France as in the rest of Europe. 


ART’s actions are motivated by a desire to establish effective competition for third-generation mobile services, in line with French market potential.    The system set in place should enable France to play its role in Europe and contribute to the development of a new technology vital to the emergence of the information society. 

C. Regional development

The year 2001 was marked by an important event concerning the role of territorial authorities in the development of telecommunications: an interministerial committee meeting on regional development devoted to the information society was held in Limoges on 9 July. 
During this meeting, the government decided to focus on the development of the “Information Society for all”, with two key objectives:  firstly, to complete nationwide mobile network coverage and secondly, to promote speedy development of high-speed Internet access for all. These objectives should be reached by means of a financing system bringing together operators, the State and territorial authorities. 

ART has noted this commitment and, within the scope of its authority, is contributing actively to ensure that the objectives of the State are realised. 

1. Mobile coverage

According to the three mobile operators, between 97% and 98% of the population is covered by their networks, a percentage well above their coverage commitments. Via the interministerial committee on regional development, the government has launched a programme to complete nationwide geographical coverage, and not simply population coverage. As part of this programme, ART implemented a project to measure geographical coverage in partnership with the territorial authorities. The available results reveal average geographical coverage of 72% over 14 départements. Completion of coverage should be financed jointly by the operators, the State and the territorial authorities. It should also be noted that two technical solutions – roaming and sharing of passive infrastructures – are available to complete mobile coverage. These two solutions are complementary and it would be regrettable to rule out the use of one or other solution – roaming in this case – capable of addressing the needs of all consumers, whatever their operator. 

2. High-speed access

High-speed Internet access is growing steadily. Its development will depend upon effective competition on the local loop and the availability of complementary technologies (ADSL, cable, wireless local loop, optical fibre, satellite). Conditions of access are not the only factor governing the growth of Internet use. Other factors such as terminal availability, content development and user training also come into play. Use of the power transmission system to develop intermediate networks might be an interesting option, though its implementation would not solve all outstanding problems. Though it offers a low-cost solution for creating intermediate networks in areas with limited coverage, it cannot be used to serve customers via the access networks. Moreover, a series of technical and legal difficulties stand in its way. 

3. The role of territorial authorities

Article L. 1511-6 of the Local Authority General Code states that territorial authorities may provide passive infrastructures to encourage operators to establish local network coverage. This article was amended by the act of 17 July 2001, that includes a variety of social, educational and cultural provisions, with a view to promoting the involvement of territorial authorities. This amended bill is fully consistent with the proposals formulated by ART. ART issued an opinion on the draft circular for application of this article, submitted for public consultation by the government in early 2001.


In its opinion issued on 5 March 2002, ART pointed out that though territorial authority involvement is justified in principle, it must fully respect the principle of competition. The aim is to make life simpler for operators, but not to take their place or to grant them government assistance. This distinction is vital and must be clearly stated in the provisions for enforcement of the act. Moreover, ART highlighted the need to safeguard overall network consistency, with a view to ensuring that local investments by territorial authorities do not result in deployments that are socially and economically unjustified. The major role of the territorial authorities was not foreseen by the 1996 Act. Legislative amendments will doubtless be necessary to take account of this situation. 

4. ART's role
Given the scale and complexity of the involvement of territorial authorities, there is a need for a guidance and supervision system that encompasses all legal and economic aspects and that is consistent with the demands of competition regulation in the sector. ART believes that this supervision should be organised in a way which takes account of all these questions at the earliest possible stage and in a consistent manner. This will necessarily mean close involvement on the part of the regulator and a reinforcement of its operational cooperation with the territorial authorities and the decentralised authorities of the State. 

D. Adapting regulation to economic and regulatory changes

Since it was first set up, ART has been responsible for implementing telecommunications market opening within the regulatory framework defined by the 1996 Act. This act, itself a transposition of previous European directives, has largely determined the regulator’s role, though this role has evolved in response to inevitable changes in the telecoms markets, both fixed and mobile. 

Today however, the economic and regulatory contexts are such that ART is no longer called upon simply to respond to an evolving environment, but to address fundamental change. For the first time in its brief history, ART is entering a whole new stage in the regulation process. 

1. The economic context

In the early days, the regulator applied a system of asymmetrical regulation based on the need to break up national monopolies in order to establish fair and sustainable competition. Though these principles are still the driving force behind the regulatory process, it is also clear that their conditions of implementation have changed substantially. 

Firstly, the multiplication of telecoms operators, a “natural” consequence of market opening, has been followed by a consolidation phase whose effects have still not been fully measured. The number of operators on the European market has decreased, to the point where there is a risk that new oligopolistic trends will emerge, with impacts on the markets that raise new problems of competition and hence of regulation. 


At the same time, notably on the key segment of access to end consumers, incumbent operators are still in a position to generate major distortions of competition. As we know, in France as in all European countries, the action of the regulator is vital for the creation of a truly competitive telecommunications services market, including free access to Internet, whose development is a decisive factor in the emergence of the information society. 

Lastly, and this is probably one of the most positive effects of telecommunications sector liberalisation, the very nature of the markets has changed. Increasingly, operator strategies are based on segmentation according to a product/customer pair. Consequently, certain operators are refocusing on niche markets in the hope that specialisation will safeguard their long-term future. Though this trend may limit the market power of global operators over time, it is also giving rise to new practices which, in some cases, are liable to create additional obstacles to the establishment of true competition. 

Clearly, these developments generate crucial new challenges to be addressed by the regulator now and in the future. Though asymmetrical regulation is still a necessary component of its action, ART will increasingly be confronted by a real asymmetry of information concerning not only the incumbent operator, but indeed all players present on all segments of the telecoms market now open to competition. This increasing complexity will necessarily oblige ART to produce analyses that are much more fine-grained than at present. And alongside its traditional legal and technical expertise, ART will, in coming years, be required to develop its competencies in economic and financial analysis, not only to understand the complex mechanisms governing the sector’s value chain, but above all to foresee or correct any anti-competitive effects. 

Hence, and contrary to hypotheses that might have seemed feasible in the mid 1990s, far from rendering regulation obsolete, market opening calls for greater vigilance and stronger action on the part of the regulator, and a broadening of its powers beyond mere supervision of the incumbent operator. Given that regulatory action of any nature, be it arbitration or a decision, may have a significant impact on a sector highly sensitive to variations in its economic and regulatory environment, it is now essential to strengthen the powers and adapt the role of ART not only for the benefit of consumers, but also for the industry as a whole. 

2. The regulatory context

If the role of ART is to evolve and broaden in scope, the legal framework guiding its actions must make way for these changes. In this respect, the new European regulatory framework
, integrating changes in the telecommunications sector, imposes legislative changes which, in some cases, will have an inevitable impact on ART's role. 

One of these changes, essential both in the spirit of the Community legislator and in the letter of the Framework Directive, concerns the definition and analysis of the relevant markets upon which the regulator is required to act. This directive very clearly imposes new duties of expert economic analysis on the national regulation authorities, based on Community competition doctrine. ART will be required to produce economic analyses of all relevant markets and to regulate their activity, notably by designating SMP operators and by imposing specific obligations upon these operators. In addition, and on the basis of these economic analyses, the choice of proportionate and appropriate regulation tools will be one of the corollary but essential duties of ART, be it for access or interconnection. 

Lastly, this new economic regulation function must always be conducted in accordance with the Commission’s own analyses and in coordination with the national competition authorities. This new role devolved upon the NRAs by the European directives in response to the market developments presented above, will call for a strengthening of the powers of ART well beyond a mere adaptation process. 

The second key factor arising out of the new regulatory environment is the switch from a regime of individual licences to a system of general authorisations. Though this major modification of the legal framework, specific to the telecommunications sector, is also a logical response to changing markets and the need for simplification that must accompany the growth in competition, it will not reduce ART’s workload. Indeed, under the planned system of simplified notification, the regulator is required to manage a new system of declarative information which is nevertheless insufficient to cover all aspects of its economic and technical regulation duties. It will therefore need to reinforce its after-the-fact controls and develop new competencies in economic investigation and analysis covering all players in the telecommunications sector. Only by setting up and managing reliable databases, will ART be in a position to perform its new economic regulation functions in a pertinent and responsive manner. 

Finally, the last structuring aspect for ART will be a new focus of activity, arising directly out of the implementation of the new directives, and that can be grouped under the generic term of institutional relations. Indeed, the creation of the ERG establishes and formalises the closer involvement of national regulators in the work of the Commission and, secondly, as pointed out earlier, ART will need to maintain closer relations with the competition authorities. Lastly, the new directives include measures to take account of growing convergence. If the sectoral regulation system remains as it stands, this will call for permanent coordination with the audiovisual regulator to define and harmonise shared areas of jurisdiction while maintaining the specific nature of the areas covered by each. Though it is outside the scope of the present report to speculate on the future organisational structure, it is nevertheless certain that in coming years these new duties will constitute a crucial component of the regulation activity. 

3. The impact of transposition of the directives  

Quite apart from the inevitable effects of directive implementation, it is important to consider potential changes which may or may not occur, depending on the public policy decisions made when the directives are transposed.

A key issue, which will raise many questions at the time of transposition, is that of tariff approval. Indeed, tariff approval is a temporary instrument which should become redundant when effective competition prevails on the markets concerned. Moreover, with the implementation of universal service obligations, a certain number of telecommunications services will remain subject to a priori tariff  monitoring. The new directives, and notably the one concerning “universal service and users’ rights relating to electronic communications networks and services” confirm the importance of tariff monitoring as a means to prevent anti-competitive behaviour and clearly designate the national regulators as the executors of this tariff monitoring process. It should be noted that such monitoring, as laid down in the directive, should be accompanied by proprietary powers enabling NRAs, on the basis of their economic analyses, to lift tariff obligations on a given market if the state of competition so permits. 

For ART’s tariff monitoring activities, as for all of its duties, a clear distinction should be made between the competencies of each body concerned: though it is the natural role of government and Parliament to define public policy objectives, it is the role of ART to implement them under Parliamentary supervision. 

Regional development is another area which, though not directly covered by the European directives, may nevertheless be viewed in the light of these directives at the time of their transposition. The State is clearly responsible for defining regional development policy, though its implementation may, in part, come under a system of regulation. 

It is well known that the government wishes to implement a public policy which spreads the financial burden of deploying infrastructures for nationwide high-speed Internet and mobile access, notably in zones where operators have no economic incentive to invest. At the same time, these operators clearly expect to receive financial assistance from the public authorities and more precisely from the territorial authorities for the deployment of their networks. At the same time, certain local elected representatives are eager to take practical action to encourage operators to deploy their service offers locally. 

The involvement of territorial authorities must be supervised and monitored so that the full impact of their initiatives in the field of telecommunications infrastructures can be gauged. Overall network consistency, respect for competition, interests of consumers and regional development are all factors that will call for close involvement on the part of the regulator and a reinforcement of its operational cooperation with the territorial authorities and the decentralised authorities of the State. 

4. ART is preparing for change

Far from playing a less prominent role in years to come, telecommunications regulators will have an even broader range of duties, both in quantitative and qualitative terms. 

The success of the liberalisation process launched in 1998 will depend largely on the ease with which they adapt their role to the new environment in a sector weakened by recent financial upheaval and the uncertainties still weighing upon its future. 

Yet the socio-economic stakes are high and the regulator must have sufficient skills and resources to address the challenges ahead, so that industry players benefit from the regulatory visibility that is vital to their performance. 


For this reason, in early 2002, ART launched an overall review to prepare for future changes in the telecommunications sector. It published its conclusions in July 2002. 

� As the data supplied by operators for quarterly surveys and for the annual survey are not necessarily identical, marginal differences may exist between the compiled quarterly results and the annual survey results. 


� Source: AFA – Association des fournisseurs d’accès à Internet (association of Internet access providers)


� Source: Médiamétrie.


� Source: AFA.


� {0>Ordonnance n° 2001-670 du 25 juillet 2001 portant adaptation au droit communautaire du code de la propriété intellectuelle et du code des postes et télécommunications, publiée au J.O. du 28 juillet 2001 p. 12132.<}0{>Edict no. 2001-670 of 25 July 2001 to “adapt French intellectual property law and the Posts and Telecommunications Code to EU law”, published in the O.J. of 28 July 2001 p. 12132.<0}


� {0>Cf. tome 1 du présent rapport pour une description détaillée et les références précises des textes.<}0{>Cf. volume 1 of the present report for a detailed description and exact text references. <0}


� Act no. 01-624 of 17 July 2001 pertaining to a variety of social, educational and cultural provisions, published in the O.J on 18 July 2001, p. 11496.


� {0>Cf. tome 1 du présent rapport pour une description détaillée et les références précises des textes.<}100{>Cf. volume 1 of the present report for a detailed description and exact text references. <0}


� {0>La directive « Cadre », la directive « Autorisation », la directive « Accès » et la directive « Service universel ».<}0{>The Framework directive, the Authorisation directive, the Access directive and the Universal Service directive.<0}


� {0>Décision relative au spectre radioélectrique.<}0{>Radio spectrum decision.<0}


� Adopted on 7 March 2002, this new regulatory framework includes (at this stage) four directives concerning electronic communication services and networks – Framework Directive, Authorisation Directive, Access Directive and Universal Service Directive – and a radio spectrum decision. This new system must be incorporated into French law by 24 July 2003 at the latest. 
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