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CHAIRPERSON'S REPORT

At the invitation of the ITU Devdopment Bureau (BDT) Director, Hamadoun |. Touré the
Devdopment Symposum for Regulators (DSR) was held in Geneva from 20-22 November to
launch a globd didogue among nationd communicetions regulators. The DSR was organized by
the BDT Sector Reform Unit (SRU) within the scope of the Valletta Action Plan programme on
Reform, Regulation and Legidation. Some 215 participants from 80 different countries participated
in the meeting, representing nationd communications regulators, policy mekers, heads of regiond
regulatory organizations and regulatory and policy experts. In order to fecilitate a far and frank
exchange among nationd regulators, paticipation was limited to regulaors policy mekers and
sdected experts. Members of the private sector were not invited to attend. Mr. Cuthbert Lekaukau,
Executive Charman of the Botswana Teecommunications Authority, chaired the mesting. Mr.
Jorge Kunigami, Chairman of the Board of Peru’'s OSIPTEL (Organismo Supervisor de Inversion
Privada en Telecomunicaciones), was the vice chairman of the meeting. Pierre Gagné, Chief BDT
Palicies, Strategies and Financing Department, served as the Executive Secretary of the DSR.

The DSR marked a milestone for ITU. It was the first time ITU organized an event just for nationa
communications regulators and policymakers interested in edtablishing a regulatory body. The
world now numbers 96 regulatory bodies, up from 30 in 1994 and 12 in 1990. Twenty-five more
netions have indicated that they plan to edtablish a regulatory body in the coming years. Many of
these fledgling agencies are driving to increese their knowledge base to become more effective
regulaors. At the same time, dl regulators — from those that are well established to those that are
brand new — ae druggling to keep up with the technologica changes that are revolutionizing the
information and communications technology (ICT) industry.

The DSR succeeded in launching a globd didogue in which dl the world's regulaiors can share
their experiences and views in order to learn from each other. The DSR dso agreed to a four-point
action plan to continue the globd didogue. The globd exchange mechanism cdls for each
regulaory agency to identify a focd point responsble for coordinating the exchange of regulatory
experiences with other regulators. It dso cdlsfor BDT to:

Creste awebsite for the exchange of regulatory and policy experiences,
Egablish aregulators hatline to provide rapid responses to urgent regulatory issues; and
Hold annud globa regulators medtings.

The DSR brought together regulaiors from indudridized countries and developing countries, big
and smdl countries, countries with more than a hillion inhabitants and sparsdy populated amdll
idand nations. It incduded William Kennard, Charman of the United Staes Federd
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Communications Commisson (FCC), one of the world's oldest independent regulatory agencies,
and Faih Mehmet Yurdd, Charman of Turkey’'s Tdecommunications Authority, one of the
world's newest regulatory bodies Highlevd regulatory officas from eech of the five regions of
the world participated actively in the DSR.

BDT decided to hold the DSR because it views sector reform as the key to bridging the digitd
divide. BDT is convinced that promoting a globd didogue among the world's regulators will serve
to drengthen these key players in the new tdecommunications landscape and thereby help them as
they dtrive to bring a broader array of ICT products and services to more of the world's people.

Many countries — driven by a concern that ther citizens will be shut out of the Information Society
— ae redructuring ther markets by opening them to competition and privae investment.
Compstition and private invetment ae not only hdping to devdop neworks for besc
telecommunicaion sarvices, they ae fuding the rallout of innovaive new technologies such as
mobile cdlular, the Internet and the marriage of mobile and the Internet — third-generation mobile
services cdled IMT-2000 services.

But naions have dso discovered tha they must edtablish the proper legidaive and regulatory
environment in order to atract private invesment and promote competition. It is for this reason
that most ITU Member States have created — or are in the process of creating — regulatory bodies.
They redize that regulators are leading the fight to close the gap between the Information haves and
the Information have-nots.  Competitive markets require referees.  Markets that continue to be
dominated by former monopoly operators do not automaticaly become competitive smply because
a new lav mandaies competition. Strong, independent regulators are needed to dlow competition
to flourish so that end users needs are met.

The role of regulaors is to promote the best interests of consumers — those who are dready usng
telecommunications services as well as those who have yet to place ther firs phone cdl, send ther

fird emal message or complete ther firs e-commerce transaction. The am of regulaion is to
fedlitate, to stimulate and to boost telecommunication markets to meet cusomer demands enabling
end users to communicate or do business from anywhere, a anytime and &t the lowest prices.



MONDAY 20 NOVEMBER 2000

Opening Ceremony

ITU Secretary-General Yoshio Utsumi and BDT Director Hamadoun |. Touré made welcoming
addresses.  FCC Charman William Kennard, Maya Shanker Verma, Charman of the Telecom
Regulatory Authority of India, and Cuthbert Lekaukau, Executive Charman of the Botswana
Tdecommunications Authority, delivered keynote addresses. Each of ther presentations is
available on the TREG webdte: http://www.itu.int/treg

Mr. Utsumi remarked that ITU can play an important role in heping to srengthen
regulaiors through three main vehides providing a forum for regulaors to discuss the
most current issues, providing a knowledge center or repostory of globd expertise and
acting as a conduit for the transfer of regulatory expertise.

Mr. Touré dressed the BDT's interest in hdping to strengthen regulators in an effort to
bridge the digitd divide. He encouraged them to use the DSR to launch a globd didogue
among the world's regulators.  Mr. Touré outlined some of the products and services BDT
is dready providing for regulators and chalenged the participants to identify new products
and savices they would like BDT to offer. He dso invited the paticipants to identify
issues for future globa regulators forums.

Mr. Kennard underscored the importance of launching a globd didogue among regulators,
noting that shared experience leads to shared progress for dl the people regulators serve,
heping to dose the globd digitd divide He mettioned that regulatory initigtives taken in
one country have a pogdtive impact in other countries.  While he acknowledged that this
positive impact often redounds to the benefit of U.S. companies, he said the U.S. dso has
an obligation to share its hardearned knowledge about meking a trangtion to a competitive
market with developing countries. At the same time, he noted that the U.S. is becoming a
sudent of developing countries.  Mr. Kennard dso spoke of globa cooperation among
regulators as necessary, given the globd activities of operators.  Incumbent operators may
ague agang compsition in ther home market while pushing for competition in countries
where they are active as new market entrants. Regulators cooperating on a global basis can
help keep operators “honest,” he noted.

Mr. Vama sad that the ultimate source of drength for a regulator comes from his
knowledge of the market and a thorough understanding of policy issues.  Regulators in
developing countries need empiricd informaion on how other countries have addressed
key regulatory issues He cdled for co-operaion among dl regulatory authorities and
proposed that the DSR be used to daborate a ligt of the most pressing issues regulators face
today. The next sep would be for regulaiors to exchange information on how they have
addresed these issues, together with the difficulties they encountered and innovative ways
of tackling these key issues Such an initigtive would require a focd point within each
regulatory body to coordinate and facilitate the exchange of information. He asked
ITUBDT to process the responses and provide follow-up action in the form of a
regulator's webste.  Mr. Verma aso backed cregtion of a regulators hotline and cdled for
gx-monthly or annua globa regulators mestings.

Mr. Lekaukau described the chalenges of regulaing a tdecommunications market in his
home country, a vast landmass with few inhabitants He dso highlighted the chdlenges
facing regulators in dl countries — induding unredigic expectaions of immediatdy
fogeing a competitive environment, building independence and regulaory expertise while
addressing the daunting task of darting a regulatory body. He backed gregter regiond and
globa cooperation to help strengthen regulators.



Rise of National Requlatory Authorities (morning session)

JeanMiched Hubert, Presdent of L’Autorité de Régulation des Téécommunications de France
(ART), made a keynote presentation. Four other nationd regulaors delivered presentations on the
chdlenges they face Gabor Frischmann, Presdent, Hungarian Communications Authority, Keng
Tha Leong, Director Generd (Telecom) Infocommunications Deveopment Authority of
Singapore, Vilmar Freitas, Member of the Governing Board of Advisors of Brazil's Agencia
Neciond de Tdecomunicacoes (ANATEL) and Fatih Mehmet Yurdd, Charman, Turkey's
Tdecommunications Authority. Each of their presentations is available on the TREG webste
http://Mmww.itu.int/treg

Mr. Hubert spoke of the crucid role regulators play in a liberdized tdecommunication
market and the need for regulatory independence. He didinguished the French word
“réglementation”— or lav making process — from— “régulaion” or implementation — which
fdls to regulators. He noted that the objective of tdecommunications regulaion is to
saisfy consumer needs, as wel as to promote employment, innovaion and competitiveness
in the tdecommunications indusry. He noted that it would be difficult for developing
countries to launch 3G mobile services without having firg launched 2G mobile sarvices
He added that edablished regulators should provide their expertise to regulators from
developing countries, for example in working to provide widespread Internet connectivity.
Mr. Hubert noted that ART is exchanging views and experiences with other francophone
regulators.

Mr. Frischmann spoke of the chdlenges facing a country in trandtion from a monopoly
environment to full competition, identifying three trangtiond pheses  In the firg phase,
chdlenges indude bdancing the gods of introducing competition and mantaning trugt in
the government in light of the incumbent's exdusvity period. The fird phase requires
open and trangparent regulatory behaviour and continuous contects with dl parties. In the
second phase, the chdlenges rdae to enacting tariff rebdancing while not bankrupting the
incumbent and continuing to meet universd sarvice gods.  This second phase requires good
public rdadions activity with politidans the public and the operators. The third phase
requires the regulators to step back, let, watch and intervene if necessary — especidly where
the dominant operator uses its power to limit compettion. This regquires a qudified
regulatory staff with legal, economic and technica experts.

Mr. Leong described the evolution of regulation in Singgpore induding advancing full
market liberdization by two years and described the new Telecom Code of Competition
introduced on 15 September 2000. The new Code rdlects the different bargaining and
market pogtions of different market players and places a greater regulatory burden on those
with dominant market power.

Mr. Fretas provided an higoricd ingght into Brazil's market restructuring, including the
creation of ANATEL and incressed tdedensty levels and infrastructure investment
achieved asaresult of restructuring.

Mr. Yurdd discussed the edtablishment of Turkey’'s Teecommunications Authority, its
dructure, financid independence (through license and spectrum usage fees, etc) and
responsbiliies Mr. Yurdd dso identified two new initistives expected to be implemented
in Turkey: cregtion of a Tdecommunicaion Policy Council -- made up of government
bodies, indudry, universties and consumers -- to act as a consultative body, and transferring
licenang and frequency planning responghilities to the reguletor.



Rise of National Requlatory Authorities Roundtable Discussion (afternoon session)

Each of the above regulators formed a roundtable that aso included Peter Fischer, Deputy Director
Gengrd, OFCOM (Switzerland), Chun Koo Han, Commissoner, Korea Communicetions
Commisson and Mamoun Bdgar, Director Generd of the Teecommunications Regulatory
Commission of Jordan. Each of these regulators was asked to identify the five most pressing issues
they face today. These issues were collated in Document 41 of the DSR. A revised verson of this
document  (Document 41Rev) — taking into condderation comments made during the cosng
sesson — is attached as Annex 1 to this report.

Reqgional/lnternational Cooperation

Heads of five regiond regulatory organizations plus representatives of the League of Ardb Staes
mede presentations about ther organizations and the need for regiond cooperdtion among
regulators.  EJ. Namanja, Director Generd, Mdawi Communications Regulatory Authority, spoke
as the Chairman of the Telecommunications Regulators Association of Southern Africa (TRASA).
Robert Rowe spoke as Presdent, Nationd Association of Regulatory Utility Commissoners
(NARUC). Donnie DeFreitas, Project Manager for the Organization of Eastern Caribbean States
(OECS) Project in St. Lucia, spoke on behdf of the Eastern Caribbean Teecommunications
Authority (ECTEL). Nils Gunner Billinger, Director Genera of the Nationd Post & Telecom
Agency of Sweden, spoke as the charman of Europe's Independent Regulators Group (IRG).
Datuk Hod Parman, Director of the Madaysan Communications and Multimedia Commission,
goke a the charman of the Aswocaion of South East Asan Nations (ASEAN)
Tdecommunicaions Regulators Council (ATRC).  Mrs. Nefertiti Mohamed A. Aziz Ali, a
telecommunications expert, and Mrs. Dina Ahmed Kamd, an economic expert, both spoke on
behaf of the League of Arab States. Each of their presentaions is avalable on the TREG webste:
http:/Amww.itu.int/treg  While Mr. Jorge Nicolin, Presdent of REGULATEL (Foro de Entes
Reguladores  Latiinoamericanos de Telecomunicaciones), could not paticipate an  information
document was submitted and is posted on the TREG website.

TRASA
TRASA was formed in an effort to promote regiond collaboration and integration in an effort to
create an enlaaged market that dtracts investment.  TRASA members recognized th,
individudly, they lacked resources to meet the needs of ther people Its man objectives are to
provide:

adequate telecom services for users

universal sarvice, especidly basic telecom sarvices, and

cooperative regiond activities.

TRASA was established in 1997. Regulatory authorities, which have been set up separately from
operators and from government ministries respongble for tdecommunication policy, ae digble
for ful TRASA membership. At present 11 out of 14 Southern African countries hold full
membership. In 1999, TRASA formed a three year Action Plan (1999-2001) which includes
promotion of TRASA, devdopment of human resources, development of information systems,
and development of policy guiddines and mode legidation (eg., licensng, competition &c.).

Its main chdlenge is lack of financdd and human resources, which require cooperation among
patners.  Its prime achievements indude completion of modd policy guideines (eg., reguletion,
tariffs, interconnection, frequency band plan ec) and harmonization among members regarding
empowerment of women and sdf -sustainability.  TRASA is willing to share experience, exchange
information and actively participaie in globd activitieslike the ITU.



Although TRASA members have drafted modd legidation, each TRASA Member is free to adopt
its own laws to meet its own naiond and conditutionad requirements. Individud governments
may modify or accept as much of the guiddines as they choose, respecting nationa sovereignty.
Enforcemert power is left to each country.

NARUC

NARUC is a nationd associaion composed of multi-sector regulatory commissons in the 50
Sates of the U.S, the Didrict of Columbia, U.S teritories and 23 nationd regulatory
commissons from aound the world. Its man functions include regulaion of utilities (eg.,
telecom, gas dectricity, nucleer sectors etc), research, training, policy development, advice on
regulation, legidation and policy and on-line communications in collaboration with sector and
international committees.

Joint sarvice regulatory bodies combine some or dl of tdecom, dectric, gas, waer, and
trangportation.  Goas are economies of scae and scope, dynamic efficiencies, common evolution
toward competition and convergence among indudries.  Joint service bodies may combine
functions in one entity but retan separate offices for each sector, recognizing industry
convergence.  Joint sarvice regulatory bodies can be organized by economics, consumer
protection and education, accounting and auditing, engineering, and complaints and enforcement.
They may evolve as markets, technology, and policies evolve

OECS/ECTEL

OECS is composed of 9 Caribbean countries, with a tota population of 600,000. All of these
gndl idand naions are underging a Smilar liberdization process due to the fact that the same
private entity — rather than the government — has held the monopoly in each country. The OECS
project, which dtarted two years ago, has created new legidation for five Member States and will
lead to the formation of a regiond regulatory body for these countries, the Eastern Caribbean
Tdecommunications Authority (ECTEL).  The five countries are the Commonwedth of
Dominica, Grenada, . KittgNevis, . Lucia and S. Vincent and the Grenadines. Its gods are
to achieve a regiond regulatory framework, cost-oriented tariffs, effective spectrum management,
an assessment of the cgpabilities and potentiad of the network and the development of a trained
ills-base for informetics.

Modd legdaion has been harmonized and passed in the five participating nations and a common
st of regulaions is now being deveoped. ECTEL’s independence is criticd. It should be
independent from service providers aswell as from government.

ECTEL is a legd entity with power. It will be given more power in two years, athough netiond
bodies will retain enforcement powers. In the case of licensng, for example, dl licenses will be
sent to the country in which the gpplicant wishes to operate. The individud licenses will be
forwarded to ECTEL for a recommendation. The countries would be required to take into account
the recommendation of ECTEL, but such recommendations would not be the sole bass for
making decisons on the award of licenses.

IRG

IRG is an informd organization made up of the directors generd of the nationd regulatory
authorities in 18 European countries that are independent from their governments and have a
liberdlized telecom market according to European Union dandards.  These courtries indude
regulators from the 15 European Union Member States, Icdand, Liechtensein and Switzerland.
It is a flexible organization heeded by a Director-Genera whose term runs for 4 years.  Its
working method is mainly through regular and extra meetings and through working groups. IRG



uses two kinds of working groups — one that develops common postions and one that serves as a
forum for sharing information and experiences.

IRG ams a harmonizing the regulatory practice in Europe based on prectical experience by
means of exchanging views and opinions and, when gppropriate, formulating common postions
and practices.

IRG intends to devdop and publish its common underdanding of the principles of
implementation and best practice on unbundled access to the locd loop, based on NRA'’s
practicd experience.  IRG members noted that they have dso been in regular email contact with
each other on 3G licendng issues.

ATRC was formed in July 1995 in recognition of the dynamic globd tdecommunications
environment  within  which the ASEAN nations operate. ASEAN members include Brune
Darussdlam, Indonesa, Lao Peoples Democraic Republic, Indonesa, Mdaysa, Myanmar, the
Philippines, Singgpore, Thalland and Vietnam. It was formed to provide nationd regulators in
ASEAN countries the opportunity to work together to develop the industry and serve consumers.
ATRC has no permanent secretariat.  The chairman’'s seet rotates every year, passng to the host
country of the next council mesting.

Its prime functions are;
Policies, drategies, and regulatory issues that are of mutud interes to ASEAN countries
(eg., sandards, frequency, internationd affairs etc.);
Promoting areas of cooperation; and
Exchanging information through seminars, workshops and other forums.

Its five mgor interested aress are:
. Harmonization of frequency spectrum alocation (e.g., mobile, celular etc.);
Harmonization of technicd/dandards for manufacturers in ASEAN countries to promote
the use of loca equipment;
Internationdl activities on ajoint or cooperdtive base;
I nteroperability among members, and
Human Resource Development for regiond requirements such as skill traning and
enhancement of manpower.

Severd aess of dandardization and cooperation have been pursued, eg., the famulation of a
mutua framework for type gpprova arangement (MRA) and common ASEAN frequency bands
for paging, cdlular and trunk radio. ATRC seeks a closer partnership with ITU and other regiond
forums for regulators.

League of Arab States (LAS)
The League of Arab States (LAS) created 10 pan-Arab free trade areas such as.
customs and tariffs, which have been reduced up to 10% in 10 years,
competition law;
the completion and didribution in February and September 1999 of two documents on
economic implication;
protection of consumers and SMEs from the incumbents or large companies,
focusing on competition for development; and
mestings on capacity building.



LAS ds0 has introduced sector reforms since 1995 in which nationd regulatory agencies were
established: eg.
- Jordan in 1995;
Sudan in 1996;
Morocco in 1998; and
Mauritaniain 1999

The egtablishment of other nationa regulatory agencies is expected to follow. The next drategy
isto unify policy and exchange information in Arab States.



TUESDAY 21 NOVEMBER 2000

| nter connection Session: Trendsin Telecommunication Reform
Roundtable Discussion

This sesson was dedicated to the subject of interconnection, one of the topics identified as “most
pressng’ for regulators on the fird day of the meeting DSR Vice-Charperson Kunigami
(OSIPTEL, Peru) moderated the sesson. The draft report Trends in Telecommunication Reform
2000/2001 was the main document under consderation in the sesson. The author of each chapter
was asked to present a summary of his/her chapter and the man findings  Ben Petrazzini,
Strategies and Policy Unit, ITU, Hank Intven, Partner, McCarthy Tétrault, Canada, Susan Schorr,
Sector Reform Unit, ITU, David Townsend, Presdent David N. Townsend Associates, U.S, Dr.
Tim Kdly, Srategies and Policy Unit, ITU, Saburo Tangka, ITU Standardizetion Bureau, John
Alden, Vice President, Freedom Technologies, Inc., U.S, Lara Srivadava, Strategies and Policy
Unit, ITU and Anthony Brooks, Redity Engineer, Future Foundation, South Africa were this year's
Trends authors. Each of the author's presentations was followed by a roundtable discusson among
our diginguished pandists. Pandists included Peter Fischer, Deputy Director Generd OFCOM
(Switzerland), Edmundo Matarazzo, Superintendent of Public Services ANATEL (Brazil), Ravi
Kant, Member TRAI (India), Guilleemo Klein, Director, CNC (Argenting), Keng Tha Leong,
Director Generd (Telecom) IDA (Singapore), Patrick Masambu, Executive Director UCC (Uganda)
and Ari Fitzgerdd, Deputy Bureau Chief, FCC (USA).

Global Trendsin Market Reform

Ben Petrazzini provided an overview of globd trends in the sector. By the year 2000, there were
more operators with private than public cgpitd. This has had an impact on dl the other reform
eements, such asacountry’sleve of competition.

While mogt countries maintan a monopoly for the provison of bedc services, the number of
countries dlowing compstition is increesing. Developing countries have dlowed more competition
in locd than international savices. Competition is predominant in mobile, ISP and CATV sarvices.
More than 85 countries alow Internet competition.

Participants raised concerns about the effect of market reforms on universd service gods. Pandigts
identified universd  sarvice funds bidding processes, and incorporating  build-out  requirements in
operator licenses as means to finance and ensure the provision of universal service.

The Importance of I nterconnection, Regulatory & Technical |ssues

Hank Intven explained the importance of interconnection. Effective interconnection arrangements
ae essentid for the devdopment of today’s integrated globad telecommunication networks.
Interconnection is one of the foundations of vidble competition, which in turn is the man driver of
growth and innovaion in tdecommunication markets. The ultimate beneficiaries of wdl-desgned
interconnection policies are enduss  Efficient interconnection regimes help to promote universd
svice gods In the digitd age efficient interconnection regimes dso hdp to promote the
deployment and accessibility of agrowing range of innovative services.

In the beginning of the 90's, very few countries had interconnection regulaory frameworks. Today,
according to the ITU annud survey, more tha 95 countries have some kind of interconnection
framework. The rise in the number of frameworks has led to the harmonization of approaches due,
in pat, to the WTO reference paper as wdl as smilar equipment, network architecture, and
software. The EU, TRASA, APEC, and CITEL have dl daborated regiond guiddines.



Many countries have an incentive to adopt interconnection regimes dmilar to those of deveoped
markets in order to atract increesed invesment and technologica expertise. Adoption of existing
interconnection models, in whole or in part, can dgnificantly ease the workload of regulators and
operators around the world.

Without guiddines or by rdying soldy on ex post regulaions, interconnection negotiations are
frequently protrected, ddaying the introduction of compstition. This engenders regulatory
uncertainty and discourages invesment.  Interconnection arrangements that are negotiated in such
an environment often reflect the unequa bargaining power of the incumbent operator and may not
be optimd for devdoping an efficent competitve marketplace Previoudy, commercid
negotiations were left to the operators with the risk of having an agreement favoring the incumbent.
There gopears to be a growing consensus that advance regulatory guiddines (ex ante) may be
necessary to establish the proper environment to facilitate interconnection.

Countries seeking to introduce competition usudly require “dominant” carriers to interconnect with
other cariers and sarvice providers. Dominant carriers mugt interconnect in a timdy fashion, a
dandard interconnection points (or a any technicaly feesble point in the incumbent’'s or dominant
operator’s network -- providing that the requesting operator or service supplier pays for the codts of
interconnecting at such additiond points).

As makets become increasingly competitive, deregulation of interconnection arangements with
once-dominant cariers is likdy to become more widespread. However, during the trangtion to full
competition, a degree of asymmetric regulation may be required in order to level the playing fied
that is now tilted in favour of incumbent operators.

Some countries are now imposing interconnection obligations on dl network operators, including
non-dominant fixedtline and mobile network operators.  Attention is increesingly turning to data or
cable network operators and Internet service providers.

The WTO Reference Pgper outlines key interconnection rules. interconnection with maor suppliers
must be avalable, procedures must be public; agreements and/or Reference Interconnection Offers
(RIOs) must be made public; and a dispute resolution mechanism must be made available.

The pandids were asked about the necessty to develop detaled interconnection guiddines in their
countries or whether it should be left up to the operator.
Uganda developed a duopoly and edtablished a default interconnection agreement which
would kick in if negotiations failed. The second operator was licensed before the incumbent
was privatized. The secand operator uses GSM.
Switzerland relies on ex poste regulation to resolve interconnection disputes. Operators turn
to the regulator if thereisa problem.
In India, interconnection is supposed to be a commercid negotiation between operators, but
often these negotiations don't succeed. Certain intervention by regulators is useful. WTO
Reference paper is useful.
In Pery, interconnection ddays ae normdly the result of lack of agreement on
interconnection prices. OSIPTEL has edtablished a fixed price tha is used if the parties
cannot agreeto alower rate. This practice has helped to speed negotiations.
In Brazil, the regulator intervenes when the parties fal to reach agreement. There are two
goproaches mediation (hdpful a the beginning) and arbitration. For arbitration, the head of
ANATEL appoints a three-person council to make a determination, which must then be
followed by both paties Disputes normdly aise on: number of interconnection points,
collocation, and who should build links between points.
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The pandligs urged ex ante regulaion based on principles of trangparency, non-discrimingtion, and
cost-orientation. They emphasized the importance of RIOs as wdl as the regulaior's power to
abitrate or intervene. Mr. Ftzgedd dso suggested induding peformance indicaors in
interconnection agreements.

Economic I ssuesin I nterconnection

David Townsend identified the economic issues to be addressed in interconnection. When looking
a cost issues, there is no sngle cost modd, and no Sngle way to look a codts.

Cost of interconnection can be looked a through various lenses: categories of codts (eg., fixed vs.
vaidble direct vs. indirect), types of interconnection (eg. locd and long digance, fixed and
mobile, and data/l P networks), etc.

Measuring codis is not an exact science. Severd factors need to be taken into consideration that will
vary from country to country depending on loca conditions.

There are two main theoretical frameworks used to measure costs:  fully distributed osts, or FDC,
which uses higtoricd data, and forward looking, incrementd costs (such as LRIC, TSLRIC, FL-
LRAIC, etc.) which etimate what the cost for a service would be in the future, in a fully
competitive market. In redlity, cost models are based on amixture of both theories.

Three categories of cods are teken into condderation and should be equdly andyzed (up to now
cepitd  expenditure has mainly been consdered). These caegories ae capitd invesment (plant
whose acquistion cost is depreciated or amortized over a number of years); operating expenses
(outlays for goods and services that are paid from the current budget); and personnd costs (saaries,
wages and benefits of regular employees).

Cog dudies should be as thorough as possble, given the available data. Three generd approaches
to cogt dudies can be pursued, ether sparatdly or in combination:  BottomUp, Top-Down, ad
Outside-In. The bottom-up agpproach is based on the idea that service costs can be identified from
the fadlities and other inputs needed to provide the services. The cods of the inputs are combined
in proportion to ther utilization in providing each savice, and then divided by the number of totd
units of sarvice, resulting in per-unit facility costs The top-down gpproach begins with aggregate,
company-wide cost data. The god of a top-down study is to take these aggregate costs and dlocate
them among dl services provided by the carier. The outsidein approach is to use “proxy”
edimates from outsde sources, edtablishing cost “benchmarks” or ranges of cods for services or
fedilities.

Three codt recovery principles have been agpplied to interconnection charges efficiency, equity and
competitive baance. Some regimes have dso adopted a*“laissez-faire” approach.

Interconnection fees should mirror both the network operators costs and the regulatory policies that
governments wish to pursue. There are severd options to choose from in setting interconnection
charges. These can be cost-based charges (set to recover costs in roughly the manner in which
cariers incur them); retail-based charges (basng interconnection charges directly on a carier's
retall collection raes), price caps (placing a ceiling or cgp on charges for a group of services tha
are placed together in a conceptud “basket.”); “ Bill and Keep” or “ Sender Keeps All” (each carrier
“bills’ its own customers for outgoing traffic that it “sends’ to the other network, and “keeps’ dl
the revenue that results), and Revenue Sharing (sometimes used in place of paying an explicit
interconnection charges).
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Participants were asked their view on internationa benchmarks. It was suggested thet it be seen as a
trandtion, replacement solution by countries lacking data collection. Internationd benchmarks can
be used as a compaison tool in associaion with the top-down and bottom-up approaches. The
ddegate of Mdta further suggested that a dynamic database for benchmarks should be established
to serve as arepogitory of information.

Network Unbundling

John Alden described the evolution of locd savice provison from dae-owned/State-supported to
competition as a growing new paradigm. Legdizing locd competition doesn't meen effective
competition is taking place in practice. Why? The incumbent has disinct advantages (eg., history,
network build out, and dominance).

How can new maket entrants compete? Lower prices, market innovation, and new technologies for
“last mile’ locad access trangmisson. In severd countries, these factors are now coming together in
the form of network unbundliing policies. Unbundling is the offering of discrete network fadilities,
functions, or services on a dand-done bass. It is the conceptud oppodte of service bundling or
packaging.  Unbundling dlows someone to purchase network eements on an a la carte bass,
paying only for the facilities or functions that they need.

The concgpt of unbundling is an enhanced form of interconnection.  Without unbundliing, a
competing carrier may be adle to interconnect with an incumbert carrier a various network points.
But the competitor ill must condruct its own network, complete with switching, interoffice
trangport, and loca loop fadlities to every cusomer it wishes to serve.  Unbundliing dlows the
competitor to use parts of the incumbent’s network.

The term unbundling in many countries is meant as local loop unbundling. Thelocd loop is a the
heart of the critica bottleneck thet incumbent carriers il control, in most places around the world.

Unbundiing in many countries connotes accessng loca loops in order to use them to provide
advanced, Internet protocol (IP) services usng asymmetrica digital subscriber line (ADSL) and
other XxDSL technologies. Competitors increasingly seek to use incumbents loca loops, equipped
with XDSL technologies, to offer Internet access and, eventualy, |P voice services.

Unbundling in the United States has been one of the basic tools for fogering locd exchange service
competition. The fig wave of unbundling focused on voice services. With the second wave of the

late 1990s, the focus shifted to advanced services such as xDSL which could revolutionize the locd
sarvices market.

Once a country decides that requiring the unbundling of an incumbent’s network is necessary to
promote campstition, it must decide how much unbundling is needed. Locd loop unbundiing can
indude any one of the following gpproaches providing fully unbundled locd loops offering bit-
dream unbundling, in which the incumbent operator sdls wholesdle xDSL sarvice to competitors
for resde resdling locd traffic, in which the competitor purchases pat or dl of the incumbent's
retal service and resdls it locdly; offering “permanent virtud circuit access” which dlows a
competitor to provide the service whle the incumbent continues to provide the connectivity to the
customer; dlowing shared access (dso cdled “line shaing”) for two operators to provide their own
svices over the same copper par; and providing enhanced or andllay sarvices tha support
competitive offerings, such as operator services, directory assstance, or billing and collection.

Once the scope of unbundling is determined, it must be decided how competitors will collocate
their equipment to teke advantage of unbundling, and how prices will be set for unbundled network
elements and collocation pace.
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Unbundling is not a solution but a trangtion for new entrants until they build ther own network. It
is a complement and not a subditute to network building. It enhances access of end users to
broadband Internet services. It should dso be kept in mind that dternative infrastructures can be
more suitable for certain markets.

In the discusson, unbundling of wirdess locd loop (WLL) was seen as a complementary solution
to unbunding. The development of WLL is rapid and compatible with ADSL. It supplements the
role of dterndtive infrastructures in alowing competitive choice for end users.

On the quedtion of smdl markets, unbundling was seen as a practicd propostion, as new operators
would not have to build their own network to start operating. Duplication would be prevented.

I nterconnection/Mobile Networks

Lara Srivastava explained that we are witnessing a mobile revolution, a mobile information society.
By 2003, mobile services will overtake fixed services and 75 percent of dl cdls will be placed to or
from amobile termind.

Mobile cariers ae incressingly adopting pre-paid card offerings.  Prepad cdling has dtracted
customers who otherwise might never have subscribed to mobile or even fixedHine services. Pre-
pad plans are effective in countries usng the “cdling paty pays’ (CPP) pricing Structure, which
alows mobile service usersto receive incoming calls free of charge on their home networks.

However, cdling paty pays schemes lack tariff trangparency. Consequently, mobile operators do
not lose customers if they mantan high termination rates. High termination rates for fixed-to-
mobile cdls in a CPP enwvironment are the product of both market Sructure and the lack of
trangparency in pricing.  Analysts have determined that gpproximately 70 per cent of the codts of
completing a fixedto-mobile cadl cogs occur in the termination portion of the cdl, largey because
the cdled paty must be located in a mobile environment. High cods are dso the result of Sate-
owned incumbents, lack of regulaory intervention and limited competition. A cdler has no choice
as to which operator terminaes the cal.

Fixedto-mobile interconnection rates usudly teke the form of per-minute or unit-based termination
fees, dong with assorted charges for the physcd links connecting the networks, including leased
lines and collocation arrangements.

Mobile-to-mohile interconnection rates are the product of commercid negotiations, not regulaory
intervention.  Mobile-to-mobile interconnection charges have tended to be dgnificantly lower then
fixed-to-mobile charges.

Mohile operators continue to face technicd bariers to entry in some countries  Incumbent fixed-
line operators have imposed codly and time-consuming technica prerequistes on  interconnecting
mobile cariers, threatening the development of mobile markets. Nationd regulators often must
intervene to ensure the most efficient and equitable interconnection arrangemerts.

The question was raised whether countries should move to a CPP scheme.  Mr. Fitzgerdd
commented that in the US, CPP is neither mandated nor prohibited. However, most U.S. mobile
operators offer pricing plans that include a “bucket” of minutes. Mr. Klein noted that an Argentine
court struck down CPP on the grounds that it violated the operator's license; the court found thet
operators using the CPP scheme would not have any incentive to lower costs even in the face of
declining prices. Pakigan noted that it introduced a CPP regime on 3 November. A paper
describing Pakisan's new CPP regime is avalable on the TREG webste  http://www.itu.int/treg.
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Pekistan has three active mobile operators and a fourth operaor will launch its sarvice in January
2001. Pakigan introduced CPP because it concluded that mobile growth was decreesng under its
RPP scheme.

I nternet I nterconnection

Anthony Brooks explained that the Internet indudtry, like other segments of the communicaions
sector, rdies on interconnection. While regulators have played a key roe in esablishing
interconnection principles for telephone networks, so far they have played only a minimd role in
the devdopment of the Internet. This may be due to the fact that the technology of a packet-
switched Internet network is fundamentdly different from the technology involved in a dircuit-
switched telephone network.

The Internet market in developing countries is often composed of locd and naiond 1SPs with no
connection (peering) between them a a nationd or regiond leve. In order to connect to each other,
ISPs in developing countries often have to send their Internet traffic through the U.S. or Canada
The egtablishment of a nationd/regiond Internet exchange point dlows I1SPs to peer without having
to route the traffic to and from the U.S. This alows |SPs to reduce costs and provide faster access.

There are various forms of interconnection that currently exisg among Internet operators of various
gzes. The most common form of interconnection is that between an ISP and a cusomer (the
customer pays the ISP and gains a connection to the Internet usudly via a did-up PSTN connection
or a leased ling).  Ancther form is the interconnection of 1SP-to-ISP without one being a clear
cusomer of the other (eg., the traditiona peering agreements between ISPs of amilar sze). When
seveard ISPs need to interconnect in the same city or other locdity, they may make use of an
Internet Exchange Point (IXP). This type of joint interconnection is more efficient than forming
Separate interconnection agreements among al interconnecting carriers.

Mr. Brooks argued that implementing balance of payments and Internet accounting rates between

countries might not be he solution. He noted that the less regulators intervene the better it may be
for the Internet market.

Although few regulators have intervened in Internet interconnection issues, there is catanly a
roe for government to play in ensuring far compeition (monitoring the dominant players),
increesed trangparency and, above dl, increesed competition.  All players seem to agree on this
point: Telecommunication competition is good for Internet devel opment.

Future trends in Internet interconnection are evident:
the move from higtoricd “peering” to interconnection rates based on traffic flows or other
perceived vaue will continue;
prices for internationd Internet interconnection will continue to drop steedily;
Despite faling cods, Internet access may not become avalable in al geographic locaions
on an equitable bess
new protocols and more careful traffic management will dlow ISPs to offer increesngly
differentiated servicesto customers.

International | nterconnection

Dr. Kely explaned that in the past, the only kind of interconnection was for internationa services.
Internationa interconnection was settled through a bilaterd accounting rate system. In the new
world of bandwidth exchanges, the focus has moved to trading minutes.

Prices for internationd caling have fdlen due to the decline in settlement rates. Settlement rates, in
turn, have been tumbling because of compstition and leest-cost routing. Despite the price reduction,
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the growth in internationd caling has gopeared to dagnae. One reason is that consumers have
gpent increasingly less time making fixed-ine cdls

The retal prices of internationd cals are converging with those of locd cdls Incressingly, there
will be little diginction between the price of nationd and internationd cdls, a least in liberdized
markets.

The accounting rate regime has begun to unravd. With market liberdization, net settlements are
increasing, cregting incentives for operators receiving more treffic than they send to keep the prices
high Pressure for a multilatera agreement is growing (the current WTO agreement avoids

discussng accounting rates). While accounting raes are fdling, the decline has been too dow
resulting in bypass viathe Internet, refile, or bandwidth exchanges.

In 1990, 60 percent of dl traffic originated in monopoly markets now 20 percent originates in
monopolies.

In an effort to sgpeed up the reduction of accounting rates towards codts, the ITU's Standardization
Sector's Study Group 3 adopted Recommendation D.140 in 1992 which contains, inter dia the
principles of trangparency, non-discrimination and cogt-orientation. Recommendation D.150 was
revised in 1998, to incdude three new procedures for compensating cariers tha terminae
internationd traffic. The first was the termination charge procedure, which dlows governments or
operators to edtablish a sngle charge for terminating traffic in their country, provided the charge
meets certain multilaterally agreed criteria The second, the settlement rate procedure, dlows
operaors to negotiate cogt-oriented and asymmetric settlement rates that would be better suited to
the new maket gStuation. The third procedure dlows any other bilaterdly negotiated commercid
arrangement between international carrier correspondents.

It is hoped that the adoption of these three new compensation procedures can be regarded as a red
breskthrough in the reform of the accounting rae sysem. They should facilitate market reforms,
benefiting the entire tel ecommunication community—jparticularly end users.

Dr. Kdly suggests tha we avoid protecting operators from competition. Even in monopoly
Studions, it is possble to introduce resde so that the operator will be in a better podtion once the
market is open. Thisisaform of “soft competition”.

Mr. Matarazzo of Brazil emphasized the importance of trangparency in settlement rates and/or
interconnection rates.

For more detalled information on any of the topics discussed in the interconnection sesson, consult
Trends in Telecommunication Reform 2000/2001 or http:/Awww.itu.int/treg.

Gender Perspectivesin Telecommunications

Sonia Jorge presented a sngpshot of a curriculum  addressng  gender  perspectives in
telecommunications. Jorge emphasized the crucid need for a gender perspective in dl areas of
policy meking. The ITU Task force on Gender Issues (TFGI) has taken the lead to promote a
gender-awareness mode of operation among its member states.

A training curricullum on gender perspectives in tedlecommunications policy provides an important
opportunity for regulators and policy mekers to paticipaie in specidized training that will assgt
them to effectively integrate gender perspectives in tdecommunications policy.
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The curriculum’s am is to promote a better undersanding on the implications of integrating gender
perspectives in diginct socid, culturd, economic and politica environments through the exchange
of information. A gpecid workshop was organized immediatedy following the dosng of the
symposum on Ensuring Affordable Access Gender Perspectives in Telecommunicetion Policy. For
more information, seehttp://www.itu.int/ITU-D-Gender/

Requlatory Strategiesto I ncrease Internet Connectivity

Mr. Guy Girardet (CTO) explained how increased access to the Internet is hindered by high access
charges. He emphasized the importance of telecentres as a means to bridge the digitd divide. The
proliferetion of telecentres brought about by competition has driven down prices and resulted in
better services and higher Internet usage.

To increase Internet connectivity governments, municipdities and policy maters need to incresse
telecentres to serve mostly poor populations. Such telecentres should ensure sugtainability.

Mr. Vicente Rodriquez (Conatd, Venezuda) outlined ther action plan for increesng Internet
connectivity. This action plan has led to an increese in service providers and interconnectivity. The
new legidative framework (June 2000) defines the role of the regulator and liberdizes the provison
of Internet sarvices, encourages interconnectivity, and increesed the legd security, thereby
favouring investments. National objectives to increase Internet connectivity are:

Expard the nationa network to interconnect with the globa network;

Expand teecommunication services,

Promote the development of information infrastructure;

Provide incentives for the application of convergent technologies;

Promote the production of national content. This increased the need for users to connect, use
and inves in the Internet;

Develop educetiond programmes and information on the use and applications of the
internet;

Crestion of anationd universal service fund,

Crestion of multipurpose community telecentres with internet services,

E-government programmes.

In the question and answer period, the Venezudan dedegate was asked to explan wha was being
done in the area of universa service (for basic sarvices). Venezuda employs subsidies and aso
imposes universd  sarvice obligaions on operaiors  these obligetions ae detalled in  operaior
licenses. Venezuda adso has a Universa Access Fund. It didributes universal access funds that are
to be used for rurd communities through a public tender process. Standards and criteria are
outlined in the legd framework.

Participants expressed interest in the role of the regulaor in the establishment of telecentres in Peru

and Venezuda It was explained that while the regulator did not play a direct role, the overdl
establishment of a competitive environment facilitated the development of the telecentres.
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WEDNESDAY 22 NOVEMBER 2000

Workshop A: Thelmpact of Convergence on Requlators

Mr. Kunigami served as the workshop charman. Pandigs incuded Mr. Leong (IDA Singapore),
Manda Msmang, Specid Advisor for Council of the Independent Communications Authority of
South Africa, Alison Birkett, Head of Sector, Internationd Regulatory Aspects, European

Commission and Luiz Fernando FerreiraSilva, Manager Service Regulation, Anatel, Brazil.

Pandists and paticipants identified a number of issues rdated to the impact of convergence on
regulaiors. In spite of the diversty of issues, most attendees agreed on a number of chdlenges
posed by convergence that are common to dl regulators.

The world has fundamentdly changed

Workshop participants noted that convergence has made redundant the artificid boundaries
regulaors used in the past. The diginction between vaue added services and basic sarvices
no longer applies. People can now surf the Internet on mobile phones and use the Internet to
place phone cdls. These fundamenta changes bring new risks and new chdlenges They
require a new regulatory gpproach. The only certainty is change. Staying with the satus
guo is not an option. Some countries are adopting new modds to promote their nationd
marketsas ICT hubs.

Convergence is Increasng Demand For Proactive Regulaion

All workshop paticipants agreed that technologicd and service convergence has been
coupled with greater demand for proactive regulatory agencies—at least in the early days of
service and market convergence.

The convergence of sarvice, technologies, and operators of varying Sze and drength hes
generated condderable asymmetries in most markets experiencing  convergence.  Such
asymmetry requires a referee that has the tools and the capabilities to create a fair and leve
playing fidd for new entrants and smdl players.

Some participants noted that regulatory intervention is the only guarantee that smdl players
and new entrants will bring competition and with it a vaigy of new converged
communication services,

Regulation should be technologicdly neutrd

Workshop participants agreed that convergence takes place esser and fagter in those
markets in which policy and regulation have not intervened to pick winners and losers in the
technology marketplace. All policy and regulaion should am to reman technologicaly
neutrd and let operators pick and choose the technology that better fits the service they are
trying to provide to satisfy the needs of consumers. Singapore’'s new Competition Code and
the European Commisson's proposed regulatory framework ae examples of
technologically neutral regulatory regimes.

Licenses should migrate towards generd authorizations

Paticipants noted that the traditiond practice of requiring separae licenses for different
services and restricting the operations of sarvice providers to the type of sarvices permitted
by such separate licenses undermines the potentid of developing converged services. New

entrants should only be required to obtan generd authorizations to operate. They should
use such generd authorizetions to provide any kind of service, especidly sarvices in which
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there is unsatisfied demand. This is one example of a technologicadly neutra gpproach to
regulaion.

Once full compstition is reached, requlation should be ex-post

The role of the regulator in a converged environment is to promote and monitor, rather than
to control and restrict. Workshop participants therefore emphasized that regulaion should
am to be ex-post rather than ex-ante — a least once full competition has been established.
The key function of regulation in a converged marketplace is that of nonitoring the degree
of effective competition and intervening only in those cases in which the dedred leve of
competition has been harmed by the sgnificant market power (SMP) or dominance of one
of the players.

Until full competition is edablished, some workshop participants backed the use of
asymmetric regulation in which a greater regulatory burden is placed on SMP or dominant
market players than on new market entrants. Both Singapore's new Competition Code and
the proposed European Commission regulatory framework adopt this gpproach.

Content regulation should remain separate

Paticipants questioned whether the regulator's mandate should include content control.
Some of the pandids argued that content regulaion should not be incduded in the ICT
regulator's mandate.  One of the main mandates of a regulator in the converged environment
is to find legd and regulaory tools to promote and dimulae the production of content and
the flow of such content through ICT networks. Content promotion is a odds with content
control. Some participants noted, therefore, that -- to the extent a country wishes to control
content -- a different inditution should be responsible for content control.

A converged requlator is not essentid

Based on the experience of those regulatory agencies that have merged their telecom,
information technology, and broadcasing agenciess, some pandlids noted that the
establishment of a “converged’ regulator — or a regulaor that merges these functions -- is
not an inevitable mandate in the evolution of the communications marketplace.

Severd countries, mindful of the technology and service convergence that is taking place in
the locd maket, ae managing the transformation through a stronger and better coordinetion
and cooperaion of the exiding inditutions—i.e, telecom, broadcasting, and informetion
technology regulatory and policy agencies.

Some paticipants and pandigts highlighted the fact that some regulaory bodies that have
integrated their inditutions (the former broadcagting and tedlecom regulatory agencies) into
one sngle entity have, in some cases, neverthdess kept them functiondly separate as two
separae divisons or depatments. South Africa, for example, has undergone inditutiond
convergence but its regulatory framework has lagged behind the inditutiona restructuring.
Thus, dthough dl South African regulators are now under one inditutiond umbrela the
main sector legidaion and the overdl regulatory framework for the sector remains separate
and unchanged.
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Workshop B: Institutional framework, legislative reforms and establishing and independent
requlator

This workshop was designed to address the issues to be consdered when establishing a regulator or
trying to strengthen an exigting regulaor.

David Souter of the CTO explaned the rdlevance of a regulaiory regime. He emphasized that

regulatory independence should be looked & not only from the operaior, but dso from the
government. He focused on the impact of the regulatory regime on universd services and market
evolution.

When looking a regulatory governance, we must look at the rdationship between the regulator and
the government, operators and consumers. The reationship between the government and the
regulator should show a cler separation of powers, wheress the relaionship between the regulator
and the operators should ensure that decisons are transparent (a dialogue between the regulator and
operatorsis key for a condructive engagement).

When it comes to daffing a new regulator, highly qudified professonds should be sought. Proper
wages for regulatory officiasis key.

Becoming an effective regulatory referee
Fred Bigham of Industry Canada looked at how to become an effective regulatory “refereg’. He
explained that it was like putting together a theatrica piece:
You haveascrlpt which indudes
legidation (nationd policy and regulatory powers)
cregtion of an agency
funding mechanisms
rules of procedures
dispute resolution methods
gppedl proceses
Then of course, you have your stage. The stage includes:
- accommodetions
daff competencies
decison making sructures
andyss support structures
And flndly, the performance. Thisincudes:
privatization
licensng
universa access
interconnection
pricing
cogting, €tc.

As a refaee, a good regulaior is hardly noticed. Intervention must be rare, transparent, and
reasoned.

Whereishdp available?
Experience countries may wish to look to those tha have long experiences (eg., US
Canada, UK, Audraia, and regulatory associetions)
Funding: World Bank, CIDA, CTO, TEMIC, etc.

-19-



Training: Canada (CRTC/IC, TEMIC), CTO, USA (FCC, Universties, USTTI), Australian
Communications Authority, I TU Centers of Excellence, and consulting firms.

Knowledge trandfer is not easy. A given country may have experience that is not appropriate in
another country. We mugt al develop solutions thet suit our nationd Situaions.

Establishing an independent regulatory authority: the Austrian example

Stefan Bernhardt of Telekom-Control explained thet Audria established an independent regulatory
authority three years ago. It is composed of two bodies: Teekom Control (management level) and
Tdecom Control Commisson (judge and decison making). Tdecom Control is a non-profit limited

lighility company owned by the dae It has a norma capitd of over 3 million euros which gives
financid independence. Wages are at level between government and industry.

Based on the Audrian experience, the key factors to develop a successful regulator are competence,
independence, and objectivity which are established by:

collaboration between Control and the Commission;

cooperation between policy makers;

IT based culture of informetion sharing;

good human resources, team work, and culture of cooperation.

Regulatory Entity: the Brazilian example

Mr. Freitas of ANATEL explained that the inditutiona modd is criticd in the establishment of a
regulaory entity, and it should be in accordance with the country context and with the future
scenario that is desred. ANATEL was crested in November 1997. The government's first
objective in the reform process was to separate roles, hence the creation of ANATEL and the
privatization of the incumbent operator.

The pillars of a regulaor can be defined as folows public credibility (grest mediation capacity is
key); technical cgpacity (daff of highly qualified professonds and sdaies compatible with the
market becomes fundamentd); and independence (management autonomy, Own resources, no
hierarchical dependence, no hierarchica revison of its acts).

To assure its own resources, a Telecom Ingpection Fund was created to maintain ANATEL, which
rases money from authorizations to provide teecom sarvices, radio frequency dlocations, €c.
While the regulator is independent, there is some form of control (i.e, adminidrative control which
is gpplied to the public regime, as wdl as adtivity contral through an ombudsman and an advisory
board).

During the question and answer period, much debate ensued on the subject of “independence” and
the resulting confusion based on the WTO Reference Paper definition. The WTO Reference Paper
cdls for independence from operators, not from government. Paticipants agreed that independence
from government was desrable and is a key factor for the effectiveness of a regulaor. Financid
independence  from government funds is dso dedrable as wel a non-interference by the
government in the regulators decisions.

Paticipants adso discussed the importance of transparency, not only in the regulatory process, but
dso on the way dfficids are gppointed in the regulatory body.

In addressng the role of the ITU and WTO, it was dated that the two inditutions have
complementary but different roles. The WTO is obvioudy concerned with “trade’ issues in the
equipment and services area, while in ITU there are best practices, expertise, and experiences that
can dlow for an in-depth gpproach.
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Some paticipants from developing countries expressed interest in reference manuds, modds for
licenang, and specid approaches for smal markets. It was mentioned that the BDT Sector Reform
Unit was ready to assist the membership in sectord reform and regulatory related issues.

Closing Session: Where Do We Go From Here?

BDT Director Hamadoun |I. Touré moderated the closing sesson. Mr. Touré noted that the god of
the DSR was to launch a globd didogue among regulators and declared that this goad had been

accomplished. He requested participants to discuss the best way forward to continue the globa
didogue among regulators.  In addition, DSR Chairman Lekaukau gave a report on the highlights

of Workshop B. Workshop A Secretary, Ben Petrazzini, gave a report on the highlights of
Workshop A. (See discussion above).

A four-point action plan was proposed by TRAI Charman Maya Shanker Verma and backed by the
participants. See page one of this report. In addition, participants agreed that future regulators

mesetings would be three days long, one of which would be open to the private sector. The agenda
should be as open as possible so that regulators can discuss the burning issues of the day.

Other commentsmadedurlngtheclosng sesson are highlighted below:
Muhammad Akram Khan, Member Finance, Pakistan Tedecommunication Authority,
proposed the cregtion of a committee to edtablish guiddines for internationd benchmarks to
assg regulaiors and sarvice providers in determining the cost of each dement of a
telecommunicetion  system. The committee could follow the modds used by the
International  Accounting Standards Committee (IASC) or UNCTAD’s International
Standards for Accounting and Reporting (ASAR). This proposa was backed by Brazil.
Nabil Kisrawi (Syria) recommended updating DSR Document 41 to reflect the need to
daboraie on the definiion of independent regulators. Mr. Kisrawi's proposa is reflected in
Document 41Rev atached as Annex 1 to this report. The Syrian delegate dso requested
tha al results of the DSR be provided to Study Group 1, Questions 6/1, 81 and 91. In
addition, he spoke of the need for ITU to treat regulators as a unique category within 1TU
(as private sector members and governments are currently treated). Syria aso suggested the
guestion of whether to invite industry to future megtings should be made in conaultation
with TDAG and the Members.
Elizabeth Nzagi (Tanzanid) requeted BDT to conduct regulaiory case Sudies covering
some of the pressing regulatory issues identified in Document 41.
Russia cdled for a regulators meeting a least once a year, if not more often, and requested
2-3 case sudiesfor each region.
Many paticipants congratulated BDT for the qudity and dructure of the meedting and its
initiative in hosting such an event. BDT was requested to dlow more time for questions in
the next meding and dso to hae documents trandated so tha dl deegaes could
paticipate equaly.
Kenya requested adding frequency planning management as point 8 to Document 41. This
request isreflected in Document 41Rev attached as Annex 1 to this report.
Switzerland noted that regulaiors are dready collecting regulatory informetion in ther
regions through regiond regulaiory bodies. Europes IRG informaion could be provided to
BDT, Switzerland added.
Maya Shanker Verma, Chairman TRAI noted that “the crux of the whole matter is
unhestating cooperaion [among regulaorsf on an on-going bass” He noted that while
regulaors should share information with each other, each regulaior has to find its own
answers.  There are no ready-made answers. In the case of convergence, for example, he
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sad tha not every country is moving a the same speed. Neverthedess, BDT can help
regulators to decide which solution is gpplicable for each country. BDT should dso offer
severad mechanisms to solve problems, not just one solution.

ATU rcommended that codt-setting by regulatory agencies be taken up as a priority, and
requested that BDT help to devedop cost models. BDT should deveop software and
dissaminate it through developing countries.

Brazil noted that 1TU Centres of Excellence should be used for training regulators.

Maaysa suggested that ITU organize regiond regulatory meetings and use these to discuss
the timing of annud globa mestings.

In dosng the meeting, Mr. Touré declared the Devdopment Symposum for Regulators “a
complete success” echoing comments from participants from al regions of the world. He noted
that he was committed to harness the energy unlesshed in the first globa regulaiors meeting and to
focus it on the four-point action plan agreed by the world's egulators. He chalenged the regulators
to do the same. In addition, he remarked that BDT's work in strengthening regulaors holds the key
to bridging the digitd divide He thanked the charman and vice charman, dl participants and
speakers and encouraged the participants to attend the afternoon gender perspectives workshop.

Chairman Lekaukau noted that regulators can only be successful if they cooperaie with each other.
He encouraged dl regulators to exchange information, noting that this task would now be esser
since they have al met each other a the DSR.

Roberto Blois, ITU Deputy Secretary Generd, formdly closed the meeting, cdling it a great
success.  Mr. Blois sad that ITU had clearly filled a pent up demand among regulaors to launch a
globd didogue. He noted that the DSR had been used to identify the most pressng issues facing
regulators and a mechanism to tackle these issues He encouraged dl participants to continue the
didogue to strengthen regulators worldwide.
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