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1 Goals and objectives 
The Information Society keywords are summarised in the World Summit on the Information Society (WSIS) 
Plan of Action : 
 

“The objectives of the Plan of Action are to build an inclusive Information Society; to put the potential 
of knowledge and ICTs at the service of development; to promote the use of information and 
knowledge for the achievement of internationally agreed development goals, including those 
contained in the Millennium Declaration; and to address new challenges of the Information Society, 
at the national, regional and international levels.” 

WSIS Plan of Action, §4  
These are indeed ambitious objectives and this paper is intended to focus on the following question: How to 
make the services available and affordable to the target people. 
Because it is focussing on infrastructure, many actors like NGOs and civil society, whose role is crucial in 
advocacy, awareness, appropriation by target people, relevance of services proposed, and efficiency of 
solutions, are not mentioned, but, without their contribution the impact of the efforts may not reach all the 
populations eligible. 

1.1 Excerpts from the WSIS Plan of Action 
“Infrastructure is central in achieving the goal of digital inclusion, enabling universal, sustainable, 
ubiquitous and affordable access to ICTs by all, taking into account relevant solutions already in place 
in developing countries and countries with economies in transition, to provide sustainable connectivity 
and access to remote and marginalized areas at national and regional levels.” 
 

“Develop and strengthen national, regional and international broadband network infrastructure, 
including delivery by satellite and other systems, to help in providing the capacity to match the 
needs of countries and their citizens and for the delivery of new ICT-based services. Support 
technical, regulatory and operational studies by the International Telecommunication Union (ITU) 
and, as appropriate, other relevant international organizations in order to: 

i) broaden access to orbital resources, global frequency harmonization and global systems 
standardization;  

ii) encourage public/private partnership;  

iii) promote the provision of global high-speed satellite services for underserved areas such as 
remote and sparsely populated areas; 

explore other systems that can provide high-speed connectivity.” 
 

“Develop strategies for increasing affordable global connectivity, thereby facilitating improved 
access. Commercially negotiated Internet transit and interconnection costs should be oriented 
towards objective, transparent and non-discriminatory parameters, taking into account ongoing work 
on this subject.” 

2 Why infrastructure needs a particular focus 
Many people and organisations recently expressed their fear of seeing the whole concept of the Information 
Society being restricted to technical matters, in particular telecommunication networks and the Internet. As 
seen above, the concept goes far beyond technologies but unless a combination of technologies takes the 
services to the end-users, the Information Society will remain a generous but unreachable goal. 
 

The services must be available where the possible users are; 
Take the services to the users means that the relevant stakeholders have to find innovative ways of serving 
the under-served areas.  There is certainly consensus on that - the issues should now be:  “For What”, 
“How”, “How much”. 
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All services/applications use the same transport media 
It is fortunate that the convergence brought by the use of digital technologies has made it possible to 
rationalize the use of resources dedicated to infrastructure because all e-services can now share the same 
transport infrastructure, of which one of the largest consumers is (still)  the telephone service. 
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The cost of the transport media is shared by all services 
The cost-based approach of service provision will create positive externalities and give incentives to all 
stakeholders to share that infrastructure instead of building overlay networks. This will contribute to lowering 
the barriers to entry into business and give greater opportunity to local investors. 
 

The telephone service is still the main consumer of the transport media in most 
developing countries 

In most developing countries where literacy is still a challenge for public authorities, the use of ICT for 
access to sources of written information is marginal compared with other countries. Sound and image 
remain the main communication vectors for the delivery of telephone, radio and television, all three using 
the telephone network transport system in one way or another. In addition, radio and television 
broadcasting (unless they are distributed via cables1), do not provide interactive paths. When they are used 
to deliver data services, they are usually combined with the telephone for the upstream. 
For these reasons, any strategy to develop ICT services that is not based on appropriate extension of the 
network that is also serving the telephone service would very likely not be sustainable because of its cost. 

                                                
1 Distribution of TV and Radio programmes by cable can be envisioned in high density areas 
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3 Description of the framework 
This attempt to look at a global perspective for the financing of the Information Society is supported by a 
few postulates.  

The regulatory framework is a prerequisite 
The aim is to find the best way to involve public authorities with a view to promoting private investment 
where that has not been happening at a satisfactory pace during the last ten to fifteen years. The regulator 
framework is obviously a prerequisite, and the results achieved by combined activities undertaken by ITU 
and other organisations should be reinforced without delay. 
 

The competition must remain fair 
If the government has to play a role in addition to providing a regulatory framework conducive to private 
investment, that role should not hinder the fairness and the competition; in no case should the government 
be competing against the private sector. It should reduce the commercial risks for the private sector to 
encourage private sector participation. This also means that the government cannot be involved in 
providing services to end-users. 
 

Telecommunication operators work on a commercial basis 
All operators and service providers should be working on a commercial basis, which means that if there is a 
subsidy coming from any source, it should be passed on to the customers in total (compensation of real 
costs), and not increase the normal dividends of shareholders. 

4 Information Society financing paradigm 
 

E-applications/services (health, education, government, … ) are generally State controlled. It is unlikely that  
nationwide standalone e-Health/Education, using its own infrastructure, will be attractive to private investors 
for two reasons: 1) the cost would be high, 2) the government has a say on these and this could be 
perceived as constituting a risk factor from a commercial point of view. 
 
Providing these services using overlay networks, even with heavy state subsidies, would be neither efficient 
nor sustainable. If the government is involved and wishes to support such initiatives, the amount of subsidy 
would certainly be very significant and, instead of going to health or education, the largest part would go to 
network investments. 
 
The provision of such services may be sensitive to both the geography and the category of users, thus 
highlighting their “public good” nature and the need to take them to the people  and to adapt them to  
expectations. 
 
The e-services/applications must be affordable for the basic communities otherwise their impact will be 
negligible. 
These are the reasons why cost reduction and cost sharing are crucial to the availability of e-
services/applications beyond the networks. 
 
The requirements on the demand side should be fully considered. It would be counterproductive to promote 
technology-centric approaches that ignore the real priorities of end-users, bearing in mind that e-
services/applications will be competing for resources against other human needs and the end-user will 
always have the last word. Sustainability of this Information Society will be guaranteed if it satisfies the 
needs of the people. 
 
The telephone service is still the main provider of infrastructure to the Information Society and its history 
(large profits, operator dominance, high prices, monopoly, etc.) should not give pretext  to negative 
consideration of its key role in the development of the Information Society. 
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5 Possible solutions 

5.1 Handling the demand side 

5.1.1 The traditional way 
Incumbent operators used to build, operate and own all segments of  network access and transport. Their 
monopolistic statute did not allow any alternative , and the amount of capital required to build such networks 
to satisfy demand, in particular where the customer base was weak, was beyond the reach of many. This 
has very significantly contributed to the delays in obtaining investment and has certainly contributed to the 
prevailing situation. 
In developed countries this worked reasonably well, but in these countries neither availability of capital nor 
affordability of services were a big concern. 
This way of doing business in ICT is obviously no longer viable because it would encourage overlay 
networks and subsequently increase costs. That would not be favourable either to the economy of the 
country or to the end-users.  

5.1.2 Participation of new actors 
As markets are now liberalized, it seems more appropriate to open the access network to competition. This 
will encourage use of innovative technologies and, most importantly, reduce the amount of capital required 
to enter into business. 
Because access is local, the number of access providers can easily be adapted to  market needs. 
Not only technologies but also services and applications will diversify and lead to more targeted offers. 
One of the advantages of competition for access is its ability to encourage local entrepreneurship.  

5.1.2.1 Regulatory aspects 
If new actors have to be licensed on the demand side, the regulatory framework should also handle 
interconnection policies at the junction of different networks with care, in order to: 

• keep the competition fair by eliminating any implicit or explicit subsidy of one operator by another; 
• guarantee affordable services to end-users in particular in favour of basic communities; 
• avoid regulatory arbitrages that could be  the result of policy-making decisions; 
• preserve and rationalize the use of scarce resources, in particular frequencies, numbers, addresses, 

domain names) 

5.1.2.2 Innovative technologies 
The possibilities offered by digital technologies are the best incentive for innovation in the provision of ICT 
based services: the reason is that the issue of interconnectivity can be easily solved. 
The trend towards “packet switched” mode as the choice Next Generation Network is already positioning 
data providers as future integrated service providers, some of them already offering voice, data and 
images, the combination of which can pave the way to the Information Society. 
It is also likely that use of converged technologies will lead to reduced costs and prices of services. 

5.1.2.3 Policies regarding universal service 
The success or failure of the way the demand side is handled may depend heavily on universal service 
policies and on the way they are implemented. 
The three usual characteristics of universal service policies are : 

• Availability. Services have to be available (physically) where required. This may be expressed in 
different ways by means of indicators (i.e. maximum walking distance, administrative laws of cities 
to be served, percentage of the area covered, percentage of the population within reach, amount of 
access per 1000 inhabitants). Use of innovative technologies may help minimize associated costs, 
but most of the time,  revenues that can be generated in the areas concerned are not enough to 
generate reasonable profit, but it is an obligation of the public authorities to enable access to ICT 
services; 

• Accessibility.  Services have to be accessible to all citizens, regardless of their particular situations: 
disability, illiteracy, … In developing countries this is usually not considered  a big issue as services 
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are not available to the majority of people; if correctly implemented this factor contributes to 
increasing the cost of services; 

• Affordability.  They may be available and accessible but if people cannot afford their prices, services 
will not be helpful. Public authorities very often achieve affordability by putting caps (upper limits) on 
the price of some services. An immediate consequence is that the revenues generated by these 
services do not reflect their costs. 

 
This having been said, the following strategies could fairly contribute to addressing the issue: 

1. Identify and grant licences to single, or combinations of, rural areas (the licensees could be 
named “local operators”, “USO players”, …); 

2. Encourage local entrepreneurships by all means that may reduce the difficulty in obtaining 
the capital needed; for instance, the participation of local governments in private ventures. 
Dividends normally due to remunerate the shares of local governments could be 
systematically reinvested if needed, or used to reduce the amount of subsidy, if any, as long 
as it is required to keep the venture profitable. 

3. Pricing of services should me made in such a way that they remain affordable without 
transfer of charge for the local operator:  

 Use of innovative technologies may lead to affordable local rates, but if this is not the 
case, the  revenue that is lacking must be calculated and subsidies allocated; 

 Outbound communications crossing the limits of the local operator’s network must 
remunerate the called party network as well as transit providers if any; the collection 
rate applied must be “cost based” (as the local operator is a USO player, it does not 
have to make any other contribution to Universal Service Obligations (USO)). If this 
makes it unaffordable, a solution would have to be found; one possibility would be to 
measure the missing revenue in the share of other national operators and either 
allow them to compensate or grant them a compensation amount; 

 Inbound communication settlement payments must be “cost based” taking into 
consideration a normal (actual) remuneration of the totality of the cost of capital. 

5.2 Financing the transport network 

5.2.1 The traditional way 
Incumbent operators used to build, operate and own all segments of network access and transport. Their 
monopolistic statute did not allow any alternative, and the amount of capital required to build such networks 
to satisfy demand, in particular where the customer base was weak, was beyond the reach of many. This 
has very significantly contributed to the delays in obtaining investment and has certainly contributed to the 
prevailing situation. 
In developed countries this worked reasonably well, but there, neither availability of capital nor affordability 
of services were a real concern. 
This way of doing business in ICT is obviously no longer viable because it would encourage overlay 
networks and thus increase costs. That would not be favourable either to the economy of the country or to 
the end-users.  

5.2.2 State participation 
In the 980s when monopolies were still the rule in the telecommunication sector, public-private partnerships 
were used, in particular in Asia-Pacific countries, and were very helpful in enlarging the networks of those 
countries.  
During the last ten to fifteen years public participation in investment in telecommunications has been 
considered inappropriate due to the fact that the private sector has shown interest. Private sector 
involvement has had a very positive impact on the overall growth, diversification and low prices of the 
services.  
Due to the fact that in most developing countries the positive impact of private investment did not reach all 
the population as regards accessibility and affordability of services, it is usually referred to as “market 
failure” which, according to us, is not correct. In fact, the market has very likely reached the upper limit of 
what it perceives as a “liquidity risk”, with important investments to make (for “availability” of services) and 
little resources to expect (immediate effect “affordability” policy). 
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State financial participation is justified only, if this allows the liquidity risk for the private sector to be 
lowered. It should be limited in time, address network components that require heavy investments with long 
term return, and disappear when private investment can be substituted. 
 
State participation can be achieved in many ways, the common goal being the reduction of the impact of 
the cost of capital. 

5.2.2.1 Public cash 
Because it is eligible for soft loans for other infrastructures, government could be involved in the financing of 
the core network, where the risk to invest is perceived by private investors as too high. 
In that case, soft loans could be retroceded, with or without very small additional yield to national operators, 
in order to extend the core network. Where applicable, recourse to treasury bonds could mobilize national 
funds to lend to national operators (public and private) with very small additional yield. 

5.2.2.2 Public assets 
Although it is an option, the public ownership and operation of a network should be exceptional and happen 
only if no other solution is possible. 

5.2.2.3 Private Public Partnership 
The Build-Transfer-and-Operate (BTO2) formula could also be an option: the government could agree with 
private partners to the creation of an ICT core network.  But in almost all cases at least the incumbent 
telephone network provider has already installed the core network in a large part of the country, and 
creating a new overlay would not serve  affordability, unless the existing core network is marginal. In order 
to avoid that, the BTO mechanism could be used if  it is to replace existing infrastructure. It could also be 
preceded by a Transfer-and-Operate (TO) mechanism where the private entity transfers the property of the 
existing core network to the government but continues to exploit it for the government on a contractual 
basis. 
This will be helpful only if government ownership is accompanied by its decision not to receive dividends, 
provided the corresponding undistributed dividend is used for the compensation of any access deficit. 
In reality, if we exclude the fact that ownership creates solidarity with all risks faced by a corporation, this 
PPP would be equivalent to a soft loan with a grace period as long as that needed to rebalance  tariffs.  

6 Illustrations 

6.1 Description of the framework 
This country is a large one in which the telecommunication business has been growing rapidly for more 
than ten years. The market is liberalized and two mobile operators are sharing the telephone market with 
the incumbent wire line network operator. 
Mobile operators are doing well in providing access but are still depending on the incumbent for signal 
transport between the different cities. 
There are also many Internet Service Providers (IPS), almost all of them are located in the capital city and 
are offering mainly dial-up access.  
Although the access indicator (teledensity) seems to grow fast due to the mobile business, there is still a big 
gap between the three big cities (that represent 30% of the population and 80% the ICT services) and the 
other areas of the country. 
 
Recently, the government has decided to investigate ways to increase the use of ICT in the country by 
focussing more on under-served areas. The vision of the government, expressed in a national e-Strategy 
plan, is :  
 

“All the citizens of this country must reap the benefits of the Information Society in our daily life”. 

                                                
2 BTO: The government orders a turn-key infrastructure from a private entity. The property is transferred to the 
government on provisional acceptance. The private entity exploits the infrastructure for the government on a 
contractual basis. 
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The goal is very ambitious and may go beyond access to networks, but the national e-Strategy involves all 
sectors (environment, health, education, culture, science, …) and each of the sectors have translated the 
vision into specific missions, all of them having targeted year 2015 in order to connect them with the 
Millennium Development Goals. 
Two ministerial departments involved in ICT have combined their resources and have identified the 
following missions: 

1. Increase the percentage of the population in underserved areas that have physical access to 
ICT by 15%  a year for the next five (5) years; 

2. Keep the contribution of infrastructure to the cost of ICT services as low as possible, in order 
to make these affordable to the  people most in need; 

3. Keep the competition framework fair and equitable. 
 
A few scenarios are addressed. 

6.2 Scenarios addressed 
Scenario 1.  Access deficit reallocation 

The incumbent is directed by the government to make services available and affordable to the target 
populations without any external source of funds. The incumbent is therefore authorized to 
compensate in his own way, provided the competition remains fair. 

Scenario 2.  The government subsidizes the Access Deficit 
This is similar to scenario one, but the government decides to subsidize the access deficit for the 
next five years using a National Fund for Universal Service; 

Scenario 3.  Auctioning rural/remote access licences, based on the “minimum subsidy” principle: under 
conditions set by specifications, the bidder who requests the lowest subsidy is the winner. 
Scenario 4. In addition to minimum subsidy auctioning, the government retrocedes a long-term soft loan to 
RurOP; 

6.3 Development of the scenarios 
These scenarios are tested on a fictitious market created by a combination of real data collected from 7 
African countries. 
 

 Cost based Actual 

Population 70’816’666 70’816’666

Population growth 2.9% 2.9%

GDP 34.1 billions us$ 34.1 billions us$

GDP annual growth 3% 3%

Annual costs3 517'173'659 517'173'659

Revenues 712,622,2014 921,579,891

revenus/gdp 2.09% 2.70%

Rev.per.ligne/gdp.Cap 165.2% 214%

teledensity 1.26 1.26

gdp per capita 482 482

Capacity equipped 1’250’560 1’250’560

Capacity in use 895’781 895’781
                                                
3 Excluding cost of capital 
4 Provided RoE=11% and interest rate =6% 
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Cost per line 413.55 413.55

Revenue per line 796 1,029

Used Capacity growth 14.6% 14.6%
 
 
The costs of the incumbent are as follows: 

 
Figure 1: Cost structure of the incumbent's operations 

 
Situation in rural/remote areas: 
Only 20% of the 895’781 lines are located in these areas, hence 179’156 lines. The conditions set by policy 
makers is to boost that capacity with a view to increasing the percentage of the population having access to 
ICT by 15% a year for 5 years. 
 
 Year 1 Year 2 Year 3 Year 4 Year 5 
Capacity  212004 250876 296874 351305 415717 
 
One of the conditions set by the government for possible rural network operators is that the most 
appropriate technologies be used to promote cheap rural access based on voice services but allowing other 
ICT based services. 
In addition, the government has requested that the annual cost (CAPEX and OPEX) per line should be 
lower than or equal to USD400  a year. 
It has also requested that the price of domestic services provided by RUROP to its customers  be limited by 
the same cap as the one applied to the incumbent. 
RUROP has considered the situation and has found that unless each of its lines can generate 400 minutes 
of communication per month the constraints will be difficult to meet but has decided to take the risk. 

6.3.1 Scenario 1. Access deficit reallocation 
This is what is happening in most  under-served developing economies. It makes competition on local 
services almost impossible because of the transfer of their charges to international and interconnection 
services. 
It is usually accompanied by an exclusivity clause granting monopoly for a given delay to the incumbent. 
This scenario has been successful in some cases but has reached its limit since the growth of mobile 
network has made the sharing of USO costs the main cause of disputes in liberalised markets: high 
interconnection rates increase the liquidity risk faced by new operators.  
 
In this scenario, public authorities have imposed the following caps: 
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Local communications 3.68 cents 
Domestic long distance 16.58 cents 
Average monthly rental fee 5.14 us$ 
 

 
Figure 2: cost orientated tariffs including reallocated access deficit when appropriate 

  
 
The access deficit under these conditions is USD181.2 million. The tariffs and rates resulting from this 
scenario are as indicated in figure 2. 
 
For comparison, figure 3 shows what these tariffs and rates should be if no cross subsidisation were 
allowed. 
 

 
Figure 3: cost based tariffs and rates (no cross-subsidization) 

It is easy to understand why this scenario is not conducive to private investment and has reached its limit.  
It is also obvious that a full cost based policy would not fulfil the “affordability” criteria because the cost of 
local communications would double. 
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6.3.2 Scenario 2: the government subsidizes the access deficit 
In this scenario the government  grants a five year subsidy with a view to compensating the access deficit, 
using a possible Universal Access Fund. 
 

 
 
This scenario seems to be favourable to both the “affordability” and the reduction of the liquidity risk for 
private investors. Nevertheless, the access deficit subsidized by the government represents 19% of the 
annual revenues of the incumbent. 

• Where will the resources come from? The above results make sense only if the operators do not 
contribute resources to the fund. 

• Can a developing economy afford such subsidies to an enterprise that is often the wealthiest in the 
country? 

• Would it be possible, if the resources were available, to have a consensus to use them in this 
manner? 

6.3.3 Scenario 3: auctioning rural/remote access areas 
The first results shown by RurOP, taking into consideration a 6% interest rate  and an 11% expected return 
on equity, are as follows: 
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Figure 4: cost oriented tariffs taking into consideration the USO conditions 

With a USD 2 monthly rental fee, RurOP generated an access deficit of USD18.8 million  a year. RurOP 
decided to request the government to subsidize that amount and won the licence. 
With that subsidy, RurOP recalculated the tariffs and rates and showed the following results: 
 

 
Figure 5: cost oriented tariffs taking into consideration the minimum subsidy 

 
The effect of the subsidy is a reduction in interconnection rates, which will be beneficial to other users. 
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In order to limit  the price applied to communications destined to users connected to other national 
operators, the interconnection rate to be paid by RurOP to them will be cost based. In the case of the 
incumbent, the rate will be 0.0690 and 0.1686 (see figure 3). 
It seems obvious that the us$2 average monthly rental fee is much lower than the us$ 5.14 cap imposed to 
the incumbent within the framework of the universal service policy. In addition, the calculations made on the 
basis of 400 minutes of communication per access and per month can be achieved in rural areas only if a 
significant part of them are public access points. Precisely, 61% of them should be in public access points 
and 39% used as individual accesses. 

6.3.4 Scenario 4: In addition to scenario 3 the government retrocedes a soft loan to 
RurOP 

The government has obtained a soft loan (0.5% per year, 25 years) the loan is retroceded to RurOP at 1% 
for 25 years 
The effects on RurOP are: 

• RurOp will continue to bear transport costs, but the amount will take into consideration the fact that 
the contribution of the cost of capital will be much lower; 

• As transport represents a large share of RurOP’s assets, this should contribute to lowering its cost 
based/oriented prices 

 
Under these conditions, the results shown by  RurOP are as follows: 

 
Figure 6: cost oriented tariffs if the government retrocedes a soft loan to RurOP 

 
The access deficit drops to USD12.9 million. If, in addition, the government compensates it, the tariff base 
of RurOP becomes: 
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Figure 7:  cost oriented tariffs if the government retrocedes a soft loan to RurOP and subsidises the access 
deficit 

 
The endogenous price becomes more and more affordable for basic communities and the liquidity risk is 
noticeably reduced. 
 
One could imagine what would happen if, in addition, the government had owned RurOP and renounced its 
dividends. The expected return on equity would be nil; the access deficit would drop to USD2.3 million. If 
the government decided to compensate that deficit, the RurOP tariff base would be: 
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Figure 8: cost oriented tariffs if the government owns RurOP, retrocedes it a soft loan and subsidizes the 
access deficit. 
 
RurOP would become perfectly competitive but state ownership in a liberalised market could give a 
negative perception of regulatory risk and keep private investors away. 

7 Possible recommendations 
The issue of financing does not only mean providing resources to cover costs. It should start with the 
elimination of all avoidable costs in order to boost the efficiency of every dollar spent. 

7.1 On the reduction of cost of operation 
Operating expenses can be reduced significantly by revisiting many factors inter alia: 

• The standardisation of equipment; 
• The use of centralised maintenance centres; 
• The choice of reliable technologies; 

The adoption and enforcement of strong directives regarding the settlement rules between operators both 
within and between countries; 

7.2 On the reduction of the cost of equipment 
The depreciation of fixed assets is an important part of the costs incurred by an operator in providing 
services. Here, too, the cost can be reduced if a few factors are revisited: 

• Give preference to equipment complying with global standards; 
• Give preference to forward-looking but field tested equipment; 
• Provide top level procurement governance 

7.3 On the reduction of the cost  of capital 
The involvement of the government, with the concurrence and support of the international community, on 
financing the network backbone is certainly a way that should be considered in all its forms, some of which 
are: 

• Granting soft loans to finance shared transport networks; 
• Ownership of shares without dividends; 



14-Nov-04 11:32:14 PM 17

7.4 On funding the demand side 
For most  developing countries the issue on the demand side is a combination of the two main constraints - 
the availability of services, and their affordability. . The scenarios considered above show that a few 
mechanisms could be investigated: 

• Auctioning the rural access business on the basis of a minimum subsidy; 
• The partial or total compensation of access deficits arising from universal service policies; 
• Granting of soft loans as long as the access deficit is not nil; 

7.5 Sources of funds 
Whenever a government needs to subsidize access deficit, the resources should come from a national 
Universal Service Fund that can be supported by: 

• The corporate tax generated by operators classified as “Rural or Universal Access”; 
• Part of the corporate tax generated by profitable ICT operators if the corporate tax rate is above Z% 

(i.e.: Z=20);  
• The compensatory income generated by corrections in tariffs, requested by regulators, and aiming 

at avoiding regulatory arbitrages; 
• Part of the VAT collected from ICT services if the VAT rate is above Y% (i.e.: Y=15); 
• International donors; 
• National, regional and international institutions financing the Development. 

7.6 Recommendations resulting from the scenarios 
 

1. Cross subsidization should disappear progressively in order to reduce the liquidity risk barrier that 
may hinder private investment; 

2. Direct compensation of the access deficit generated by an incumbent as a consequence of a 
governments universal service policy does not seem sustainable because of the importance of the 
amount (19% of the annual turnover according to scenario n°2) that a government would have to 
mobilize from its own resources or the contributions of its partners year after year; 

3. Granting licences to “rural operators” with a minimum subsidy makes sense but should not 
jeopardize the fairness of competition. For that, the following conditions must be met: 

a. The subsidy should only compensate the access deficit in order to avoid transferring a part 
of the burden to other operators; 

b. When a communication generated by end-users connected to the network of a rural operator 
is destined to a party connected to a different network, the interconnection rate to be paid by 
the “calling operator” to the “called operator” should be cost based (no additional contribution 
to universal service obligations (USO) cost); 

c. if the subsidy does not cover the total amount of the access deficit generated by the rural 
operator and if that operator is the “called operator”, the rate to be paid to it must  be cost 
oriented (including any additional contribution to USO cost not compensated by the subsidy); 

d. The best way to achieve the universal access goal is to first promote community access 
points; 

e. The preferred way of reducing the impact of the cost of capital is to re-introduce public soft 
loans in financing, at least, network backbones; 

f. If for any reason there is no competition (perhaps for a given period) in a rural area, 
expanding the soft loans to the access segment would also be recommended, in particular if 
it would support an increase in  local entrepreneurship; 

g. If the soft loans come from the international community, the government should not  add 
more than X% (i.e.: X=0.5) when it retrocedes it to private/public operators; 

h.   Where applicable, a combination of Minimum Subsidy Licensing and the granting of soft      loans 
appears to be efficient and forward looking.  
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