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Lithuania’s situation in broadband infrastructure 
development



Broadband penetration: Lithuania
in European context

Source: Point Topic’s World, 2009



Reasons of broadband digital divide

• Densely populated areas of Lithuania (major cities, and especially 
Vilnius): 

– these areas have sufficient demand for broadband services, and
– users have sufficient purchasing power -> 

– result - effective competition between broadband ser vice 
providers . 

• Rural areas of Lithuania:
–settlements are geographically scattered rendering the necessary initial 
investments in rural areas much higher than in cities, and 

– the inhabitants of rural areas have generally a lower income and thus 
are unable to pay for the actual costs of the service ->

– result - broadband access operators are not interest ed in 
investing and providing broadband services in such areas .



Broadband digital divide: 
statistics, 2008

Source: Plačiajuostis internetas, 2008
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Why State intervention?



Legal and strategic environment

• Law on Electronic Communications (in force since 1st May 2004) -
“The State shall develop broadband infrastructure in areas where it 
does not exist or where there is no competition in providing 
broadband services. Development of public broadband infrastructure 
shall be co-ordinated and implemented by the State’s designated 
authority (Article 37)”.

• The Strategy of the Lithuania’s Broadband Infrastructure 
Development 2005-2010 (approved by the Government, November 
2005) sets such objectives:
– to create favourable terms for public institutions and individuals to get 

access to broadband communications;

– to encourage competition within the market of Internet Access delivery 
by using investments from State and commercial funds;

– to pursue to positively influence the social and economic growth;
– to decrease population’s digital divide in the territories of Lithuania.



Justification of intervention

• Demand-side measures in favour of broadband have been in place in 
Lithuania for several years. However, these measures do not solve 
the above described problem on the supply side.

• Although ex ante regulation has facilitated broadband deployment in 
urban and more densely populated areas, it is unlikely to lead to 
sufficient investments for the provision of broadband services to 
underserved areas as it presupposes the existence of broadband 
access infrastructure.

• Despite efforts from alternative instruments initiated by the Lithuanian 
authorities, limited private investments have taken place in the
targeted areas. Without further public intervention, reducing the 
"digital divide" between rural and urban areas seems not possible.



RAIN project: State aid scheme



RAIN project: the idea

• Lithuanian authorities have decided to make public intervention for 
construction of broadband infrastructure in rural, or “white”, areas , in order 
to induce growth of employment, social inclusion, economic cohesion.

• It was decided to support the construction of an infrastructure which will be 
made available to all operators on non-discriminatory terms, who, in turn, will 
supply broadband services to final users.

• For construction of such infrastructure, project “Development of Rural 
Area Information Technology Network RAIN” is being implemented, 
according to the State aid scheme .

• The value of the project is 60,5 million euros (51 million euros from ERDF, 
remaining amount – from Lithuanian budget), duration – 40 months .

• Financing for project from Economic growth programme’s 3 priority 
“Information society for all” was granted and project started in December 
2009.



Objective and scope

• RAIN project aims at:
– helping to eliminate digital divide of broadband infrastructure between 

cities and rural regions, 
– to increase social cohesion, and 
– contribute to economic growth by achieving these goals. 

• The project consists of two layers:
– the first layer is dedicated to tender out the construction of 

passive network infrastructure (works, ducts, fibers) to 
construction companies;

– the second layer is management of constructed infrastructure 
and offering wholesale services to ISPs who in turn will provide
retail services to end users at conditions and prices similar to
urban areas.

• RAIN Project is being implemented by Ministry of Transport and 
Communications in partnership with public institution “Placiajuostis
internetas” that is a public non-profit legal entity. 



Planned infrastructure



Key principles

• The open access: the built infrastructure may be employed by all 
service users. Technical solutions must allow ensuring this principle.

• Technological neutrality: the selected technologies should allow 
all potential users of the network to use the resources of the network 
freely without restrictions to technical solutions.

• The selected solutions must optimally promote development of a 
competitive environment , i.e. the end user should be allowed to 
freely choose the service provider and services.

• The infrastructure is constructed only in areas where it doesn’t  
exist .

• The selected technical solutions should serve long-term and meet 
the needs for a period of at least 10 years.



Infrastructure management model

1. RAIN network will be owned by the State. Ministry of Transport and Communications   
owns it, sets services and tariffs.
2. Public institution “Placiajuostis internetas”, non-profit organisation set by the Ministry of 
Transport and Communications, is supervisor of RAIN network. 
3. Maintenance of RAIN network is executed by private sector entities selected via public
tenders.
4. Potential users of RAIN network are all retail operators  (on equal conditions, i.e. 
without any restrictions, or tenders).
5. End users can freely choose retail operator, services and last mile technology 
according to their needs.

Planned RAIN Network 
Services:

•Transmission service via 
optical fibers

•Transmission service via 
multiplexed optical fibers

•The service of data 
transmission
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Requirements for network

Requirements for network in view of the broad geogra phic 
coverage, nature of intended services and a high nu mber of 
users:

• network must meet high requirements for reliability, speed-rate and 
quality parameters;

• The built infrastructure must serve for at least 10 years.
The best solution that was chosen - the universal environment of 
optical fibre cables.



Pricing and tariffs

• The tariffs of the wholesale service will be determined by Ministry of 
Transport and Communications and will be applied for all ISPs which 
are in the Lithuanian market, regardless in which part of Lithuania 
these operators provide their services. 

• The target of Lithuanian authorities is to provide retail broadband 
services in the targeted areas at price similar to urban areas, so 
wholesale tariffs will be set:
• taking into account average retail price paid by end users in urban territories 
that do not benefit from State funding, and 
•concerning the costs of construction and maintenance of the infrastructure. 

• Permanent monitoring of the wholesale prices effect to retail price will 
be executed. 



Beneficiaries

• Ministry of Transport and Communications and “Pla čiajuostis
internetas”. The project will not give any potential advantages to the  
Ministry, or to “Plačiajuostis internetas” as it is public non-profit legal entity. 
The entire infrastructure being created and managed in accordance with 
public interests will remain in the ownership of the state to the full extent no 
less than 5 years upon completion of the project.

• ISPs. Third party providers of broadband services will benefit from the State 
resources, as they will be customers of “Plačiajuostis internetas”. In all 
areas covered by the project, there is no broadband infrastructure and 
therefore no wholesale offer at all, preventing market entry of third parties.

• End users. The ultimate objective is to provide necessary broadband 
infrastructure and a wholesale service that enables retail broadband 
services to end users:

– Public organizations;
– Business entities;
– Inhabitants.



Why is it a good measure?
Main aspects (I)

The Lithuanian authorities have designed the measure in a way which 
minimises the State aid involved and potential distortions of 
competition:

• Detailed mapping and coverage analysis, and consult ation with 
stakeholders: the Lithuanian authorities have undertaken an analysis 
of the existing broadband infrastructures in order to clearly identify the 
areas where state intervention is necessary, consulted with existing 
operators and with other relevant stakeholders, such as the National 
Regulatory Authority, the National Competition Council.

• Open tender procedures: the Lithuanian authorities are selecting the 
undertakings for the construction and the maintenance of the network 
in full compliance with national and EU public procurement rules. 

• Technology neutrality: the measure will enable several alternative 
platforms (such as wireline, wireless, mobile solutions) to utilise the 
publicly funded infrastructure, it does not favour any particular 
technology or network platform.



Why is it a good measure? 
Main aspects (II)

• Open wholesale access: the wholesale operator of the new network 
will provide open wholesale access to all interested parties in an open, 
transparent, non-discriminatory manner. The operator will not offer 
retail services to end users. 

• Benchmarking pricing exercise: in order to ensure effective 
wholesale access and to minimise potential distortion of competition, 
wholesale prices on the subsidized network will be monitored by the 
National Regulatory Authority with the objective to offer similar retail 
access prices as in non-subsidised areas. 

• Monitoring and use of surplus: the project will be examined on a 
regular basis and the monitoring mechanisms implemented will ensure 
that if the beneficiary fails to comply with the rules, the granting 
authorities will be in the position to recover the aid granted. 



Thank you!

Question, comments:
i.zilioniene@ivpk.lt

g.liaugminas@placiajuostis.lt


