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GSMA Input to the ITU Draft Secretary-General’s Report

World Telecommunication Policy Forum 2009

INTRODUCTION

The GSMA welcomes the initiative of the ITU World Telecommunication Policy Forum and, in particular, the Draft Report from the Secretary General. 

Many developments have occurred in the telecommunications and broader ICT sector that are having significant implications on the socio-economic environment of most countries around the globe. In particular, the increasing development of mobile communications has been recognised as the main enabler for the promotion of economic growth and social development in many developing countries across the world.

However, it should be noted that, despite the success to date of the ICT industry and of the mobile telecommunications in particular, the private sector recognises that there is much work still to be done, in order to bridge the digital divide. Primarily, industry and governments should work together in order to ensure a balanced regulatory environment which promotes investment and growth, as well as business expansion. 

In this respect, the GSMA has commissioned over the last couple of years a series of studies, which have identified a number of policy areas which need to be addressed in order to enable ICT to continue to develop and help reach the WISIS goal of “Connecting the Unconnected”. 

The GSMA is submitting some direct comments, as highlighted directly in the Draft Report. In addition, it would encourage the WTPF to take into account the considerations made below with regards to the regulatory environment & competition and to incorporate additional areas of policy relating to taxation, universal services and spectrum in the final version of the report to be published:

1. Regulatory Environment & Competition 

Governments should maintain transparent and fair regulatory regimes that only intervene in markets where there is a clear evidence of market failure. PwC estimates that the private sector would have invested 25% more to date in mobile infrastructure if sub-Saharan Africa had a more stable regulatory environment.

2. Taxation

In consultation with the Finance Ministries and revenue Authorities, governments should conduct an urgent review of all mobile and other ICT specific taxes. All non-VAT taxes and import duties on mobile equipment, handsets and air time should be lowered and removed because doing so will increase the total tax take from the industry as more people connect and use ICT services, boosting economic growth. 

3. Universal Service

Raise universal service funds (USFs) only if there is clear evidence that the market has discontinued to invest. Where USFs are in place, disburse the funds in consultation with the industry. Consider innovative approaches, such as alternative energy solutions and other supporting infrastructure.

4. Spectrum Management

Access to harmonised spectrum in a timely fashion is important for ensuring that consumers (particularly in rural and developing markets) can benefits from the services offered by mobile.  In particular to help deliver the benefits of broadband, mobile can be particularly attractive in developing markets. To do this however requires that timely availability of spectrum, such as from the digital dividend (ie the switch off analogue TV.

GSMA INPUT FOR DRAFT OPINION 7.1.3 ON EMERGING TELCOMMUNICATIONS POLICY AND REGULATORY ISSUES 

1. CREATING A BALANCED REGULATORY ENVIRONMENT 
 

Consumers and society benefit when a regulatory framework exists in which the ICT and mobile sector can thrive and continue to make a vital contribution to the development of economies and societies. Governments should maintain transparent and fair regulatory regimes that only intervene in markets where there is a clear evidence of market failure. Regulatory inconsistencies can cut away a large part of planned investment in developing countries.  PwC estimates that the private sector would have invested 25% more to date in mobile infrastructure if sub-Saharan Africa had a more stable regulatory environment. This phenomenon is also true in other parts of the world.

The long-term winners will be those countries whose governments set in place sound regulation, that will create an environment favorable to investment and business expansion. This should be based on the following recommendations below:

Government policy

· Establish a Telecommunications Act that enshrines the principles of fair competition, regulatory independence and reflects long term policy goals, linked to national, social and economic development targets.

· Create an effective National Regulatory Authority, which is independent from both undue political and financial pressures and is staffed by appropriately trained professionals.

· Create and maintain a national, strategic telecoms plan.

· Implement policies that minimise direct,mobile-specific taxation and, as a result,maximise the potential for investment by the private sector.

Regulators

· Develop appropriate resources and skills, in particular with regards to economics, to assess the impact and appropriateness of regulatory policies.

· Develop and communicate a clear set of regulatory policy objectives and targets.

· Implement consistent and transparent regulatory policy, and conduct regular consultation with stakeholders.

· Focus on reducing risk and commit to a stable and predictable environment.

· In order to maximise the significant benefits to economies and societies, governments, regulators, and mobile operators should develop a long-term partnership based on consultation, collaboration and sustainability.
With regards to competition policy, there is currently a risk of if governments ignoring the competitive potential of ICT, including mobile communications, and over-regulating the sector. By doing so they can put back the spread of mobile voice and broadband for many years , and do considerable arm to their economies. This risk has been present in developed countries , and some have succumbed to it by excessive regulation which has raised costs, stifled innovation, limited competition and harmed consumer welfare. 

The risk of such over-regulation is present in developing countries and should be avoided. 

In a recent study, that we have commissioned to the university of Warwick, we  argue that the best way to do this, in general terms, is to remove barriers to entry and to rely as far as possible on ex post interventions – taking action only after it has been shown consumers have suffered, rather than intervening in advance.
2. ICT SPECIFIC TAXATION

ICT and mobile communications are a vital socio-economic necessity in developing countries.  It is therefore incumbent upon governments to view their proliferation across all societies as a priority. 

Unfortunately the success of mobile telephony and broader ICT make the service a target for taxation, especially in countries where other sources of tax revenue are few and far between. But there is strong evidence that consumer taxes or specific ICT or mobile business taxes :

· Raise the prices of ICT and mobile services

· Reduce take-up; and 

· As a result hold back economic growth in a developing country

The study commissioned by GSMA concluded that reducing sector specific taxation (import duties on equipment and handsets, excise duties on equipment, handsets and services) leads to substantial increases in ICT penetration and usage.

In turn, increased penetration boosts economic activity. In developing countries a 10% increase in penetration leads to a 1.2% increase in GDP. 

A reduction in mobile specific taxation, in several countries reviewed in the study, would not only reach revenue neutrality but in the medium term also increase the overall tax take form the sector.

Governments that levy luxury taxes on ICT and mobile consumers should urgently review such policies  by removing luxury taxes on ICT and mobile consumers and moving to a more optimal tax structure. Governments  should take the following points into consideration:

· Mobile specific taxes, levied in addition to VAT, cannot be justified and should be reduced and gradually removed. Tax regimes must treat mobile communications as a basic need and not as a luxury

· Telecommunications and finance policy makers, in collaboration with the mobile industry, should examine in detail the effect of taxation in their respective jurisdictions. 
· In particular, analysis should focus on the impact of gradually lowering as well as restructuring tax regimes to increase the affordability of mobile services. In many jurisdictions it appears possible to create net positive effects for government, industry and consumers.
3. UNIVERSAL ACCESS

Governments should regard market forces as the primary means to extend access and connections to mobile communications. Universal service funds should play a secondary, ‘last resort’ role in the provision of access to communications and should only be adopted to extend coverage to relatively remote and high cost areas, where it is not commercially viable to build networks without subsidies.

GSMA research in 2007 showed that while 32 of 97 developing countries surveyed did have a fund, US$4.4 billion of these funds have not been disbursed. 

This suggest that, as a general rule, a high hurdle should be passed before coverage and universal service obligations are imposed and before funds are set up to promote them. In particular, governments should take the following factors into account:

· The US$4.4 billion that has been accrued by universal service funds and has not yet been disbursed should be invested in mobile coverage rollout. This should be complimented by the reduction of other barriers to mobile usage, such as tax, as a matter of priority.  Such activity, together with the amounts to be levied in the next few years, could achieve close to 100% universal coverage by mobile networks to the world’s population by 2010.

· Universal service funds should only be used as a short to medium term policy tool, which should be phased out over time. There is no justification to continue using this funding mechanism in markets where universal service goals have been achieved either through market provision or through government subsidies.

· Universal service funds should be spent on the lowest cost access technology, typically mobile networks, which have been demonstrated to be the most efficient way to extend access to telecommunications.

· Governments should make public their policies towards universal access and review progress regularly.

4. SPECTRUM MANAGEMENT 
Radio spectrum is the essential resource for all mobile networks. Without it the wide range of mobile services available today simply would not exist. The wireless communications industry has grown significantly over recent years, in terms of the technologies available, the services on offer and, of course, the number of users. However, spectrum is a finite resource and as such must be managed effectively across all technologies and every region of the world, an objective the GSM Association has defined as vital to the long-term growth of the industry. 

The speed of technology and service development means that spectrum policy is being brought under the spotlight with increasing regularity and across every region. This highlights the requirement for a carefully planned allocation and usage of frequency bands. As the global trade association representing over 670 mobile operators in more than 210 countries and territories, the GSMA is working closely with the industry, standards bodies and administrations to define appropriate spectrum management solutions in what is an increasingly complicated environment. 

Broadband and the availability of digital dividend spectrum 

We have seen how mobile has overtaken fixed connections worldwide, and the importance of mobile in providing voice connectivity, particularly in rural areas.  We are now also seeing that mobile broadband data services are rapidly taking off in developed markets.  This take-off for mobile data mirrors what has happened with fixed, and is linked to the introduction of flat rate tariffs  and the introduction of 3.5G mobile services like HSPA.  Mobile broadband then offers the potential to provide even greater economic and social welfare benefits in rural and developing markets.  However to make this come about rapidly and in an economically efficient way requires that  access to lower frequency bands happen in a harmonised way.  

The best chance of identifying such harmonised spectrum across a large number of countries is from the digital dividend.  That is spectrum identified at the last WRC (790 to 862 MHz in R1 and 698 to 806 MHz in R2) for IMT. Access by mobile to such bands will be needed in a timely and harmonised banner to ensure that mobile broadband has the same footprint at current voice mobile services.

Benefits of harmonisation

Global harmonisation of spectrum bands and standards across the GSM family of technologies has been a fundamental factor behind the success of the mobile telecommunications industry. More than 1.25 billion consumers benefit from the lower cost access to a greater choice of mobile services and terminals created by significant economies of scale associated with GSM technologies. In addition, equipment interoperability and international roaming make it possible for consumers to use their mobile phone in virtually every country. All of these benefits are now so ingrained that they are taken for granted but all rely on the existence of open standards and unified spectrum bands. 

In order that these consumer benefits can continue to be maximised, it is important that operators and manufacturers can develop and innovate in a defined and stable environment, confident in the security of spectrum allocations. The development of GSM and 3GSM networks, handsets and services requires significant investment by the industry and, therefore, regulators need to consider all the implications of spectrum-related decisions to design consistent long term spectrum policies. 

Technological developments and spectrum demand

The GSM Association supports technological developments like the NGN networks. It agrees with the ITU vision stated in point 3.8 that believes “the rise of end user-created web-content could result in a greater need for bandwidth and spectrum for uploading content.” New data service demands originating from such new areas and flat-rate broadband access, user generated content and social networking will place new pressures on core bands which need to be addressed urgently through the provisioning of extension bands in a timely and economically favourable way. It is therefore important that regulatory frameworks are carefully designed to maximise the benefits derived from spectrum in a converged environment of fixed, mobile and broadcasting services. 

Regulators and governments should ensure that a level playing field exists across technologies, and that sufficient safeguards are imposed to prevent discriminatory policies against GSM and 3GSM. The GSM Association is engaged with operator members and regulators in this area through an ongoing work programme that aims to define spectrum management policies that ensure a successful delivery of services, throughout the family of GSM technologies now and into the future.













� � HYPERLINK "http://www.gsmworld.com/digitaldivide/regulation" ��http://www.gsmworld.com/digitaldivide/regulation� and � HYPERLINK "http://www.gsmworld.com/using/public_policy/competition" ��http://www.gsmworld.com/using/public_policy/competition� 


� � HYPERLINK "http://www.gsmworld.com/TAX" ��http://www.gsmworld.com/TAX� and � HYPERLINK "http://www.gsmworld.com/africatax" ��www.gsmworld.com/africatax�





� � HYPERLINK "http://www.gsmworld.com/universalaccess" ��http://www.gsmworld.com/universalaccess�





� The USA, for example, levies 10.5% of interstate end user revenues and amassed US$31 billion between 1999-2004. Mobile operators contributed 53% or US$16.4 billion but only received 2.6% or US$800 million, 


� “By there very nature, mobile networks are far easier, faster and cheaper to deploy than fixed-line networks” The Economist September 23rd-29th 2006.
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