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EADT'’S feedback to the European Commission’s White Paper: Mastering
Europe’s digital infrastructure needs

The European Association for Digital Transition (EADT) is a European citizens'
organisation that was founded with the intention to mobilise and contribute to the
debates for an economically and socially efficient digital transition. In the European
context, the EADT is looking to contribute to the debate on digital sovereignty in order
to promote a digital transition in line with the founding values of the European Union
and its social model, while also supporting innovation and technological leadership.

Since its creation, the EADT has been working on three areas of European sovereignty:

e Political sovereignty, implying autonomy in democratic decision-making, without
interference.

e Economic sovereignty, relating to the ability of the economy and companies to
compete in a globally interconnected world.

e Individual sovereignty, referring to freedoms and rights in the digital world and,
specifically, to privacy in the new environment of business models based on data
capture and processing.

It is from these three dimensions and as European citizens that we propose our
contribution to the public consultation launched by the Commission, although we will
focus on the economic dimension.

The EADT welcomes the Commission's consultation based on the White Paper on “How
to master Europe's digital infrastructure needs?”. We believe it is a great success to
address, once and for all, a long-term strategy regarding Europe’s digital networks and
infrastructure needs.

The White Paper consolidates an interesting — though relatively well-known and,
therefore, somewhat late — diagnosis of the connectivity situation in the EU, which the
EADT largely shares. Additionally, it advances the preparation of a Digital Networks Act
(DNA), explores how to address connectivity issues, spectrum, and the necessary
investment for the deployment of high-capacity networks, including 5G, and establishes
some future scenarios for the development of digital infrastructure.

European political sovereignty embedded in digital sovereignty and connectivity

The White Paper mentions European digital sovereignty in the framework of the single
market. In line with the diagnosis made in Pillar I, we need strong digital network
infrastructures to strengthen European political and economic sovereignty.
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Effectively exercising political sovereignty requires efficient digital network
infrastructures in the EU. Such networks are part of the quality of our democracy and
thus of the ability to decide on our own future without interference.

We see networks as public goods providing services of general interest essential for the
economic, technological and social development of the EU. Networks play a strategic
role in strengthening social, economic and territorial cohesion in the EU and, ultimately,
in strengthening citizenship and the European social model. The deployment of
networks must be focused on this triple objective.

Disregarding this approach with an inappropriate approach to the development of these
networks —and consequently with the future law on digital networks —would contribute
to increasing economic, social and territorial inequalities in the EU.

Ensure and commit to the necessary investments for a rapid deployment of Digital
Network Infrastructures (DNI)

We need European public policies broadly shared by national governments that are
adequate to enable the development and necessary investments for the digital
transition. We welcome the vision for a Digital Single Market contained in Pillar Il of the
White Paper, including a review of the scope of the current regulatory framework for
electronic communications in the EU.

Investments in infrastructure must be guaranteed on a multiannual basis. The
investment needed in digital network infrastructures and their maintenance and
protection — as addressed in Pillar lll — must have a public/private component, giving the
correct signals to boost investments with a clear ROIC/WACC scheme.

In addition to national and European funds, it is necessary to strike a balance within the
private sector with contributions from various key players based on future use of the
networks and the expectation of profit. It is necessary to understand the ‘economics’
that are under this issue.

In short, the most appropriate diagnosis that can be made on the question of how
telecommunications networks are financed must be based on the strictest analysis of
Economic Theory: characterising what the network is, who its owners are, who its users
are (and their consumption rates) and what the prices should be that arise from the
equilibrium between supply and demand.

From an economic point of view, the justification in terms of increased data traffic, the
economic-financial situation of the companies, the structure of the market or the
competition regulation is duly developed in different documents drawn up over the last
months on the public consultation of the European Commission.
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But where the key lies is in the conceptualisation of the network as a 'club good":
Telecommunications networks can be considered as club goods, meaning that they are
goods or services that have characteristics of both public goods and private goods. This
idea is based on the economic concept of club goods, which was proposed by the British
economist Paul Samuelson in the 1950s.

In the case of telecommunications networks, we can understand them as club assets for
the following reasons:

1. Public good characteristics: Use does not exclude other users and consumption
by one individual does not reduce its availability to others. For example:

a. When one person makes a telephone call over a telecommunications
network, this does not prevent other users from making calls at the same
time.

b. Similarly, when several people access the Internet simultaneously, one
person's access does not adversely affect the access of other users. The
network infrastructure allows multiple users to connect and use
telecommunications services without significant restrictions.

2. Partial exclusion: Although telecommunications networks are available to a wide
number of people, their access may be subject to restrictions and limitations. For
example:

a. To use a telecommunications network, one is generally required to pay a
fee or subscribe to a service provider. However, these restrictions are not
as restrictive as in the case of private goods, where access is entirely
limited to those who can afford the purchase price.

b. In the case of telecommunications networks, it can be argued that the
partial exclusion is due to the need to cover the costs of operation and
maintenance of the infrastructure.

3. Economies of scale: Telecommunications networks benefit from economies of
scale, meaning that the cost of providing the service decreases as the number of
users increases. For example:

a. The construction of telecommunications infrastructure, such as fibre
optic cables or transmission towers, can be costly. However, once this
infrastructure is in place, its data transmission capacity can be utilised by
an increasing number of users without incurring significant additional
costs.

b. This allows more people to benefit from telecommunications networks as
the user base grows, and the average cost per user tends to decrease.

4. Positive externalities: Telecommunications networks generate positive
externalities, meaning that their existence and use indirectly benefit society as a
whole. For example:
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a. The availability of a high-speed broadband network can boost economic
development by facilitating business communication, e-commerce and
online collaboration. In addition, access to telecommunications services
improves people's quality of life by providing access to information,
education, health services, entertainment, etc.

b. These benefits are not limited to the direct users of the networks, but
extend to the societal level, positively impacting society at large.

It seems neither economically feasible nor efficient that investments needed would be
funded only by EU taxpayers or Telecom companies without considering the players and
main users who ultimately benefit from these investments. The financing of investments
should reflect the cost of infrastructure and the expectation of profit. This is far from
being assured for telecom operators, except when those who stand to benefit from the
use of these networks, mainly Content and Application Providers (CAP) and particularly
OTTs, participate somehow in the financing.

Europe cannot shoot itself in the foot anymore. Decisive action is needed to organise
and plan the investments needed for an EU network of digital infrastructures so that
expected benefits can be squared with the financing costs.

Fragmented national markets delay an integrated European market

While we share the White Paper’s view of a fragmented market in the EU, we are
concerned about its approach, which is almost exclusively focused on increasing scale,
following the recently established mantra of pursuing the creation of “European
champions” in various industrial areas of the EU.

We have several reasons for this partial misalignment with the Commission’s proposal.
In our opinion, the size of the digital single market is not the same as the scale at which
operators must adopt. There is not necessarily a causal relationship between market size
and operator scale. Other factors affect efficiency in the markets, such as R&D
investment and innovation, among others, and above all, the proper functioning of the
internal market.

The single digital and telecom market has never fully functioned, and the reasons have
been known for a long time. Most national telecoms markets are not functioning
properly. Among other factors, the Letta report and the White Paper itself accurately
reflect the excessive number of operators competing for mature markets.

To achieve a full and efficient digital single market, it is necessary to first achieve full and
efficient national markets capable of generating economies of scale at the European
level. This political action should be coordinated by the European Commission in the
framework of the Letta report and likely the future Draghi report on EU competitiveness.
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However, it is necessary to consider factors such as the governance of this infrastructure
network, which must include aspects of security and cybersecurity but also the opinion
of citizens and consumers so that the future DNA and investments necessary for the
development of these networks do not generate more inequality.

We agree with the Commission's analysis of spectrum and the inefficient allocation of
signal frequencies through national auctions. We believe that governments demonstrate
an excessive appetite for tax collection in the allocation of spectrum. Their tax-grabbing
is manifested in the diversity of 5G auctions in different countries. We agree that some
long-term coordination and harmonisation mechanism needs to be explored and agreed
upon — taking into account the duration of existing contracts in force — for spectrum
allocation between Member States. A solution is needed that can start to materialise at
supranational level, and not entirely at the EU level from the outset, i.e. an
implementation of spectrum harmonisation between those Member States willing to do
so and encouraged by the EC.

If this asymmetry is not corrected in the medium term, we will be losing another
opportunity, perhaps the last one, to reduce the gap that separates us from other
competitors in other regions of the planet.

There cannot be European digital sovereignty or a single European connectivity market
if there are still 27 national telecoms markets that impose their own rules and facilitate
and promote the existence of small operators that compete in a race to the bottom on
prices to consumers, making economies of scale inefficient. As it stands now, the
configuration of national markets restricts the competitiveness of operators at the
European level. A European connectivity market will not be achieved unless the rules for
the functioning of national connectivity markets are first harmonised.

European digital ecosystem

It is necessary to recognise the enormous disadvantage the European Union is at in
building a telecommunications and digital ecosystem when it is in a situation of
dependency.

There cannot be a true European digital ecosystem without being aware that the Chinese
and US technology groups and large technology companies operating in Europe are
digital ecosystems by themselves. An approach to complete a European digital single
market must acknowledge this reality. CAPs and OTTs form interlinked clusters of
services that generate their own value chains. They form their ecosystems in their own
right.

We share the proposal to accelerate the switch-off of the copper network (Pillar II,
Scenario 5) by 2030, given the obsolescence of these networks and the need to link the
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future connectivity framework with progress on the twin transition and particularly on
the green agenda. Environmentally sustainable digital network infrastructures must be
compatible with technological progress.

The DNA framing the functioning of European connectivity markets

We support the contribution that a future digital networks law can make to consolidate
the framework for securing the necessary long-term investments in digital
infrastructures such as the functioning of connectivity networks.

The future law should be guided by better, Smart regulation criteria and minimising the
administrative burden as far as possible. Above all, action needs to be taken early and
forcefully. Internal wrangling and legislative debates can delay the regulatory framework
for years on an issue where powerful lobbies are at work. This time frame will work
against and undermine the development of technological competitiveness in the EU and
the deployment of the DNA.

The damage done to competition and technological competitiveness by very large
online platforms

The EADT acknowledges the problem of Europe's lack of competitiveness in the
technological development of digital network infrastructures vis-a-vis other competitors.
This problem has a direct and causal relationship with the lack of competition in the
sector.

It is a clear problem of market failure mainly due to the excessive dominance, and
sometimes abuse, of the market by a few non-European companies. In this regard, we
welcome the Commission's actions to enforce the digital package, including the DMA
aimed at regulating a space that has been abused for years by these non-European
companies. These are the same corporations that are set to play a leading role in the use
of the digital network infrastructures under consideration in the White Paper.

Very large US and Chinese online platforms already control a significant part of the
internet ecosystem and have caused damage to competition and technological
competitiveness in the European Union through practices that are now beginning to be
sanctioned in the digital sphere.

EU public policies in relation to digital network infrastructures will have to take into
account the causes that have led to this competition deficit. This anomaly in the
European digital market ecosystem needs to be addressed. Otherwise, it will perpetuate
a position of dominance that condemns European companies to dependence and
undermines the aspiration for true European digital sovereignty.
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To this end, it is essential to find ways for these companies to contribute financially to
the necessary investment in the digital network infrastructures from which their
business model will largely benefit (Pillar 1, Scenario 4).

Prices, consumers and citizens, and CAPs

The White Paper refers to the need to maintain appropriate pricing of services as an
element in the deployment of infrastructure networks. The EADT believes that retail
price formation in the consumer connectivity sector — and partly in B2B — should be
reviewed in light of the necessary investments in deployment of digital network
infrastructures.

With the scheme of fragmented players in national markets, the investments needed to
ensure the deployment of 5G and artificial intelligence could lead to a distortion of prices
and tariffs. Barring extraordinary public contributions in investments, prices could fall
below the cost of production for many services.

Further transparency in price formation in the value chain of digital networks is needed.
Big Tech companies claim that participating in financing the deployment of the digital
networks would increase the price of their services to users. It would make sense to ask
how much would be passed on to citizens (aka consumers) if Big Tech charged the cost
of using the network infrastructure that they do not pay for now. The breakdown of
prices and fees in digital services should reflect the hidden costs of the unwarranted use
of personal and company data. That is, citizens, consumers and companies pay for digital
services with their personal and company data.

Threats from OTTs about passing on any potential decrease in their huge profits, when
they have benefited from the absence of global regulation in the digital environment
through higher prices for services, should call for reflection on their commitment to the
European economy. We believe that such pressures are unacceptable from serious
partners and indicate that forcing them to participate financially in the roll-out of
networks is the only way to integrate them into the European digital market ecosystem.
As pointed out by CNECT's Director General Roberto Viola, who spoke at the BEREC
stakeholder forum in late March 2024, "For us there is no distinction between a cloud
operator and a telecoms operator [...] so there cannot be a regulatory difference".

The EADT, as a citizens association, advances the European dimension of citizenship,
being aware that citizens are also consumers, workers, users or entrepreneurs. European
citizenship is not limited to the political dimension but is also expressed in the social and
economic spheres. None of these dimensions is antagonistic or in opposition to the
others. We are therefore against a vision of the deployment of digital network
infrastructures based purely on the view of Europeans as consumers. We disagree with
a simplistic vision blinded by keeping prices low without taking into account the social
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and political function of digital networks. We are not keen on an exclusively price-driven
roll-out of digital network infrastructures. We do not want low-cost-driven European-
only digital networks. We want a balance that considers all consumer interests with the
political, social and economic rights of citizens.

The EU should wisely reconcile political and citizen interests with technological ones.
Consumers are also citizens with an interest in maintaining political and digital
sovereignty. The dialectic between consumers and citizens created by very large online
platforms is simply artificial. Keeping prices of services low has been used by large
companies to protect their business model based mainly on self-referencing and
advertising revenues.

Digital network infrastructures in the framework of a renewed EU industrial policy

The EADT is in favour of completing the deployment of DNI within the framework of a
renewed industrial policy. The attraction of talent and innovation must be combined with
the retraining of workers in the sector.

The investment and expansion of digital networks infrastructure brings quality jobs and
mostly high-skilled jobs and thus generates a social dividend that very large online
platform companies alone do not bring. While Telcos companies tend to take care of
their workers providing upskilling and reskilling programmes to face the rapidly evolving
technological developments — 5G, |oT, cloud computing, edge computing, Al — other Big
Tech companies headquartered in the US and listed on US stock exchanges proceed with
layoffs in the EU usually without the involvement of workers’ representatives: these
companies do not disclose details on redundancy processes as most workplaces have
neither EU standard collective employment rights in place nor social dialogue
frameworks.

It is significant that DG Grow has not clustered the telecom sector as an ecosystem but
has divided it into two ecosystems — IT and mobility — which sends a wrong message to
the industry. Connectivity, telecommunications, the internet and the digital environment
form a key ecosystem for the future of the EU and should be considered as such.

Solid and fit-for-purpose digital network infrastructures will allow economy of scales,
technological development, and competitiveness in the digital and telecom industries in
the EU, generating opportunities for start-up companies while establishing market
affordable prices for consumers. This equation must be possible.

Strategic nature of networks

Digital networks have an indispensable strategic content to complete and improve the
efficiency of the internal market in its digital connectivity dimension, but also to
strengthen the strategic autonomy of the European Union towards the outside world
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and to enable business development and innovation. To succeed in the deployment of
networks and the necessary investment, an appropriate balance must be struck between
economic and national security objectives, as addressed in Pillar 1l of the White Paper
through the discussion about secure and resilient digital infrastructures and
cybersecurity.

In the current geopolitical context, there is a risk to our economic security, especially if
this leads to additional over-reliance on non-EU actors in the entire digital services
sector.

Artificial intelligence is the new frontier in digital transition and networks

The term "digital" is beginning to be outdated by advances in Al, a multi-purpose
technology that is creating its own market and where the same patterns of domination
and market abuse that exist in the digital environment are reproduced: a few mainly US
companies monopolise the market expansion.

We welcome and support investment in innovation and Al development, but we believe
that the civic, social and economic implications of deploying this technology must come
first.

The effective and full development of artificial intelligence requires adequate digital
network infrastructures. European businesses need 5G to be deployed to make artificial
intelligence a reality in practice, in the various sectors of economic activity and in social
uses. A framework for the deployment of digital network infrastructures without the
financial participation of the leading Al corporations that stand to benefit most from such
deployment will lead to greater inequality between European business fabrics, between
territories and between social groups. The initial dominant position of these
corporations will contribute to the exponential growth of disparities and will distance
the goal of European digital sovereignty.

Final remarks

The EU needs a digital network infrastructure to provide the basis for a competitive
economy with which to strengthen its social model in a digital world. We trust that the
outcome of this White Paper consultation will provide the basis for discussions in the
next political term on how to improve connectivity in the EU, as well as to reposition the
EU in the global competition in the digital infrastructure sector.

The common European good, full effective citizenship, and equitable and socially just
economic and technological development must be at the forefront of future solutions
for digital network infrastructures.
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