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Agenda 

 Aims and objectives of this session 
 Identifying the habits 
 Illustrating the habits 
 Remembering the habits 
 Implementing the habits 
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Aims and objectives of this session 

 Provide an overview of good practice in regulatory 
cost-modelling 

 Summarise the key elements for a successful 
process 

 Provide examples to illustrate how any missing or 
malfunctioning element can cause  disruption 

 Provide a helpful way of remembering the 7 key 
habits 
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The Seven Habits of Highly Effective People  
 Title of a best-selling management book by 

Stephen Covey, that has spawned many others. 
 The Seven Habits move us through three key 

stages of growth. 
 
 
 

Dependence (rely 
on others) 

Independence 
(make our own 

decisions) 

Interdependence 
(co-operate with 

others) 
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What are the Seven Habits? 

1. Be proactive 
2. Begin with the end in mind 
3. Put first things first 
4. Think win/win 
5. Seek first to understand, then to be understood 
6. Synergise 
7. Renew and continually improve1. 

Each of these habits is relevant to the regulatory 
task of constructing network cost models 

1.  Covey calls this “sharpening the saw” 



HIPSSA Cost model training workshop:  
Session 4: The 7 Habits of Highly Effective Cost Modelling 

9 

Applying the Seven Habits to regulatory cost 
modelling (1) 

1. Be proactive 
 The regulator must seize the initiative if cost models are 

ever to be built and be effective 
2. Begin with the end in mind 
 The type of models to be constructed depends principally 

on the services for which cost-based rates are needed. 
 Don’t build models unless you have cost-based tariffs in 

mind; and 
 Determine the services before you construct the model 

3. Put first things first 
 Make sure the legal mandate to use a cost model is in 

place before you build it. 
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Applying the Seven Habits to regulatory cost 
modelling (2) 

4. Think win/win 
 If there is not “something for everyone” you will likely end 

up in court 
5. Seek first to understand 
 If you realise the incentives and take account of the 

interests of each stakeholder you will retain control of the 
process. 

6. Synergise 
 Use consultative processes to solve problems and find 

solutions without recourse to the courts. 
7. Renew and continually approve 
 Seek to update models annually as new data becomes 

available, and review the entire model every 3-5 years. 
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An alternative way to view the 7 habits 

1. The regulator should take the initiative  
2. Have a realistic time-plan and stick with it 
3. Ensure there is a clear mandate in legislation 
4. Assumptions (data inputs) should be verifiable and 

justifiable 
5. The approach should deal separately with 

methodology and model construction 
6. Hold a public consultation process 
7. Use consultants to help you, but not too much. 
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Illustrating the habits 
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Brainstorm on each of the 7 habits 

 Why is this habit 
important? 

 What might happen if 
this habit were 
ignored? 

 Have you any 
experience that helps 
illustrate this 
problem?  
 

1. The regulator should take the initiative 
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1.  The regulator should take the initiative 

• Termination is a “zero sum game”: at least one 
operator (and often more) will be unhappy with a 
commercially negotiated outcome 

Why it’s important and what happens if ignored? 

• In New Zealand competition was introduced without 
independent regulation, with the result that all 
disputes ended up in court.  When a regulator was 
introduced it took control of the process. 

Illustrative example 

To be revealed during the presentation 
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Brainstorm on each of the 7 habits 

 Why is this habit 
important? 

 What might happen if 
this habit were 
ignored? 

 Have you any 
experience that helps 
illustrate this 
problem?  
 

2. Have a realistic time-plan and stick with it 
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2.  Have a realistic time-plan and stick with it 

• At least one operator (and often more) will seek to delay 
the process 

Why it’s important and what happens if ignored? 

• In Pakistan the consultants were given only 4 months to 
build 8 cost models 

• In Jordan the regulator allowed delays in data 
submission and then additional meetings to discuss how 
data was used, delaying the process by more than a year   

Illustrative examples 

To be revealed during the presentation 
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Brainstorm on each of the 7 habits 

 Why is this habit 
important? 

 What might happen if 
this habit were 
ignored? 

 Have you any 
experience that helps 
illustrate this 
problem?  
 

3.  Ensure there is a clear mandate in 
legislation 
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3.  Ensure there is a clear mandate in legislation 

• Without legal support for the use of a cost model 
the regulator’s decisions will be challenged in 
court (and the regulator will most likely lose) 

Why it’s important and what happens if 
ignored? 

• In Saudi Arabia LRIC cost models have been 
lying on a shelf for several years, as the legal 
justification for using them is disputed.   

Illustrative example 

To be revealed during the presentation 
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Brainstorm on each of the 7 habits 

 Why is this habit 
important? 

 What might happen if 
this habit were 
ignored? 

 Have you any 
experience that helps 
illustrate this 
problem?  
 

4.  Assumptions should be verifiable and 
justifiable 
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4.  Assumptions should be verifiable and justifiable 

• Danger of “rubbish in, rubbish out” scenario 
• Any weakness in data assumptions will be 

exploited by operators 

Why it’s important and what happens if 
ignored? 

• In the Cayman Islands assumptions in an 
incumbent’s models were challenged by an 
entrant operator to the extent that prices changed 
by more than 100%.   

Illustrative example 

To be revealed during the presentation 
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Brainstorm on each of the 7 habits 

 Why is this habit 
important? 

 What might happen if 
this habit were 
ignored? 

 Have you any 
experience that helps 
illustrate this 
problem?  
 

5. The approach should separate 
methodology and construction of the model 
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5. The approach should separate methodology 
and construction of the model  

• Builds consensus before commercial impacts are 
so obvious and arguments inevitable 

Why it’s important and what happens if 
ignored? 

• In Barbados the regulator has established 
Guidelines and instructed the incumbent to 
develop model specifications to meet the 
guidelines before building the model.   

Illustrative example 

To be revealed during the presentation 
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Brainstorm on each of the 7 habits 

 Why is this habit 
important? 

 What might happen if 
this habit were 
ignored? 

 Have you any 
experience that helps 
illustrate this 
problem?  
 

6. Hold a public consultation process 
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6.  Hold a public consultation process 

• It is hard for operators to challenge a regulator’s 
approach or assumptions if they have refused an 
opportunity to comment or supply data. 

Why it’s important and what happens if 
ignored? 

• In Liberia operators accepted the results of a 
regulatory cost model based on due process, 
even though they provided few comments or data 
during the public consultations.   

Illustrative example 

To be revealed during the presentation 
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Brainstorm on each of the 7 habits 

 Why is this habit 
important? 

 What might happen if 
this habit were 
ignored? 

 Have you any 
experience that helps 
illustrate this 
problem?  
 

7. Make proper use of consultants 
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7.  Make proper use of consultants 

• Consultants may have skills to do the job that the 
regulator does not possess and it would negligent 
to ignore. 

Why it’s important and what happens if 
ignored? 

• In Bulgaria the regulator’s staff participated in the 
development of the models and were trained by 
the consultants so that they could explain and 
update the results for the European Commission.   

Illustrative example 

To be revealed during the presentation 



  
  

  

HIPSSA Cost model training workshop:  
Session 4: The 7 Habits of Highly Effective Cost Modelling 

27 

 
 
 
 

Remembering the habits 
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A review of the 7 habits of highly effective cost 
modelling 

1. The regulator should take the initiative  
2. Have a realistic time-plan and stick with it 
3. Ensure there is a clear mandate in legislation 
4. Assumptions (data inputs) should be verifiable 

and justifiable 
5. The approach should deal separately with 

methodology and model construction 
6. Hold a public consultation process 
7. Use consultants to help you, but not too much. 
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Spot the key words 

Initiative  

Time-plan  

Legislation  

Assumptions  

Approach  

Consultants  

Process  

Initiative  

Time-plan  

Legislation  

Assumptions  

Approach  

Consultants  

Process  
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Remember:  
CAPITAL cost modelling is 

effective cost modelling 
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