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EU Telecoms Reform could lift cloud computing service providers off the 

ground says Canalys  

– Canalys’ point of view on EU Telecoms Reform 

Palo Alto, Singapore and Reading (UK) – Friday, 20 May 2011 

For immediate release 

 

Canalys today announced its view that cloud service providers would benefit from the new EU 

Telecoms Reform, which comes into effect on 25 May. Network operators able to modify their 

business offerings to include cloud computing and other hosted services stand to gain new 

revenue streams and market share in a more open pan-European market. These new revenue 

opportunities, in turn, would provide an incentive for operators to invest in network 

infrastructure upgrades, urgently needed if the EU is to make its target of having 50% of 

European households connected to high-speed broadband by 2020.  

 

Supported by the EU’s ambitious Digital Agenda, the new telecoms framework gives the 

European Commission more influence over national charges and service level quality, while 

ensuring transparency in service provider contract agreements across the EU’s 27 member 

states. The reform supports an open and more neutral Internet, enabling pan-European service 

providers to sell consistent service offerings across markets.  

 

‘A neutral Internet would increase fair access for customers, but also give operators able to 

capitalize on cloud services a competitive advantage,’ said Canalys Analyst Alex Smith. ‘To 

remain competitive in a pan-European telecoms market, these operators must invest in content 

delivery network platforms, in addition to accelerating the conversion to high-speed broadband.’  

 

The effectiveness of the new reform, however, is jeopardized by ongoing disputes between 

major operators and over-the-top service providers, with the former arguing that they absorb 

the costs of high-bandwidth content and services, such as the BBC iPlayer, Skype and YouTube. 

As the cost of upgrading existing telecoms networks is enormous, certain operators want to 

charge online content providers for high-quality delivery of video material.  

 

‘Operators such as SFR in France and BT in the UK, which are in the midst of cloud service 

offering roll-outs, could take an early lead in a pan-European market, where they could compete 

with other local service providers,’ said Smith. 

 

Of course, over-the-top service providers, such as Amazon, eBay and Google, would also benefit, 

as their services would not be blocked by any of the EU member states, unlike in China and 

other emerging markets, where this kind of protection is absent. 
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‘It’s an enormous challenge to offer services across national borders, where differences in 

culture, language and political regulations exist,’ said Smith. ‘A range of pan-European cloud 

platforms, developed with access, ease of use, efficiency and security in mind, however, would 

benefit businesses and consumers. If successful, this could be game-changing, both for European 

service providers and the region as a whole.’ 

 

The European Commission launched its Digital Agenda approximately a year ago with the aim of 

establishing a flourishing digital economy by 2020. Hoping to replicate Silicon Valley-style 

innovation, the Commission’s first objective is to establish a single digital market from which 

businesses and consumers will be able to access a variety of Internet-based services. Currently, 

the fragmented nature of the EU market inhibits local users from taking full advantage of these 

services.  

 

According to a European Commission report, for example, the US market for music downloads is 

four times bigger than that of the EU. The discrepancy arises from varying member state policies 

on digital rights management, licensing and payment transactions. Currently, an online service 

operating in the EU must resolve these issues on a per-country basis, significantly impeding 

competitiveness.  

 

Cloud computing service providers also face regulatory hurdles around data protection. Under 

the current Directive on Data Protection, there is little distinction between individual and 

corporate data rules, and businesses have to consult legal advice on a per-country basis. The 

Directive must be followed if processing equipment is located within the European Community, 

raising questions over cloud platforms, whose physical infrastructures are less than transparent. 

Virtualization further complicates the issue, with machines not tied to a specific physical server 

or location. 

 

‘Enforcing data protection through regulation, rather than a directive, is a delicate subject in 

the EU, as member states are inherently aware of the dangers surrounding data loss,’ said Smith. 

‘Most national governments would be opposed to subjecting their data protection regulations to 

an external governing body, so it is unlikely that the EU will ever have a uniform act for 

companies to abide by.’  

 

About the Canalys Data Center Analysis service 

For market intelligence, product and field marketing, and business planning managers, Canalys 

focuses on the sales opportunities and challenges associated with the next generation of 

virtualized data centers. The Data Center Analysis service examines the computing 

infrastructure market in its entirety, covering product trends, energy and channel issues, as well 

as shipment tracking into all facilities – from small server closets to the largest critical data 

centers. It provides detailed market estimates and forecasts for infrastructure spend on servers, 
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storage, Ethernet networking, storage networking, application delivery networking, network 

security, server virtualization, and associated management tools – all in a single tracker.  

 

About Canalys 

Canalys serves the technology industry with high-quality analysis, produced via a rigorously 

consistent methodology that is complemented by attentive customer service. Members of its 

talented, ambitious and globally integrated team are leading-edge users of technology. Canalys 

deploys innovative, web-based solutions to gather research, connect communities and provide 

customer-friendly deliverables. These investments underpin the company’s long-term approach 

to consistent, profitable global growth. 

 

Receiving updates 

To receive press releases directly, or for more information about our services or custom research 

and consulting capabilities, please complete the contact form on the Canalys web site. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Americas: Suite 280, Town & Country Village, 855 El Camino Real, Palo Alto, CA 94301, US | t: +1 650 681 4488 

APAC: 1 Pickering Street, Great Eastern Centre, #07-02, Singapore 048659 | t: +65 6671 9399 

EMEA: Diddenham Court, Lambwood Hill, Grazeley, Reading, Berkshire RG7 1JQ, UK | t: +44 118 984 0520 

www.canalys.com 

 

 

Follow us on Twitter @Canalys 

 

http://www.canalys.com/
http://twitter.com/

