- 3 -

Evolution of the respective roles and responsibilities of Member States and Sector Members (or recognised operating agencies) as regards the regulation and operation of international telecommunication services

Developing their telecommunication networks formerly meant for almost all countries the ambition to provide their citizens with affordable services, nation-wide. Most economists used to regard the telecommunication market as a natural monopoly because of its peculiarities suggesting that, for the sake of greater efficiency, it would be desirable to have just one company provide the serv​ices in this sector. As a rule, monopolies were part of the public sector; they were state-owned, and their business policies were decided upon by government. The drawbacks such monopolies brought to consumers, e.g. higher prices as a result of weaker efficiency inducements as well as a lack of innovation and investment incentives, were put up with in light of the advantages that were presumed to prevail otherwise.

As a rule, monopoly conditions meant for government the responsibility both for handling opera​tions and for regulating customer relations.

Expanding networks and accelerating technological development made it clear in many countries that the natural-monopoly peculiarities had ceased to exist. This became apparent in long-dis​tance operations first, although this was not less so also for local operations and subscriber lines. 

Many countries began to restructure their telecommunication sector. Under the motto of ”liber​alisation” their first move was to separate operational from regulatory tasks. The previously state-owned operating companies were turned into private enterprises although the state initially continued to own the majority of these enterprises’ capital (e.g. for capital market reasons). Lib​eralisation meant pulling down market access barriers so as to facilitate and provide incentives for competition on the telecommunication markets. But at the same time it was also necessary to ensure that the powerful network operator that once enjoyed monopoly rights does not abuse its market leverage. To this end, most countries set up sector-specific rules and regulatory authori​ties that were to be independent institutions. In other words: these regulatory authorities may not be de​pendent on the former monopoly service provider in any respect; they must have a certain degree of independence also from government so as to be able to avoid conflicts with political interests (perhaps also capital interests when the state is owner of the former monopoly enter​prise).

The priority goal must be a regulatory policy ensuring functioning competition, stimulating innovative technologies as well as promoting service efficiency and consumer benefits.

The German Telecommunications Act, for instance, defines regulatory objectives as follows:

· safeguarding the interests of users of telecommunication and radiocommunication services as well as the secrecy of telecommunications,

· ensuring functioning competition and an equal playing field area-wide,

· ensuring basic supply of telecommunication services, area-wide (universal services) at affordable prices,

· promoting the availability of telecommunication services at public institutions (e.g. schools),

· ensuring an efficient and interference-free use of frequencies taking account of broadcasting  interest,

· safeguarding public security interests.

To ensure universal access for customers and fair conditions governing competitors' ac​cess to bottleneck resources, questions of interconnection play a prominent role. Interconnection makes it necessary for regulators to ensure a level of prices appropriately stimulating investment by the incumbent on the one hand and by the new market entrants on the other. The point is to avoid a situation in which - as far as bottleneck resources in the interconnection area are concerned- the incumbent is forced to accept prices that are so low that its rates of returns on investment are significantly lower than those obtainable in other markets while avoiding to set market access incentives that make it attractive for inefficient competitors to operate in that market. But the opposite would not be desirable either, i.e. a situation in which interconnection allows the incumbent to obtain excessive rates of return on capital in​vested so that efficient competitors are no longer able to access the market successfully.

In countries with liberalised telecommunication regimes government is no longer responsible for operating telecommunication systems; the main elements of Inter​national Telecommunication Regulations (ITRs) would be different if formulated today from those incorporated in the WATTC-1988. Although the 1988 ITRs already provided for the offering of  telecommuni​cation services in competition with other providers, most governments still gave prominence to considerations of how to safeguard the operation of telecommunication systems by govern​ment-to-government agreements. So, the 1988 ITRs were still formulated in an environment where public administrations co-operated in providing telecommunication services and where private enterprises were service providers only in exceptional cases. It was deemed advantageous that certain rules pertaining to co-operation and accounting in the telecommunications traffic were regulated between telecommunication administrations on the basis of international agree​ments such as the ITRs. Where governments withdrew from the task of operating tele​communication networks leaving this task to private enterprises, they were no longer prepared or able to take upon themselves the responsibility for specific operational and procedural methods. The state's responsibility is reduced to ensuring the implementation of the goals of regulatory policy, examples of which are outlined above as they apply for Germany. However, these objec​tives must invariably be examined with regard to whether they are of a purely national character (such as the structuring of the universal service obligation) or whether their nature is such as makes it necessary to take them into account also at the level of international relations; this would include, for example, safeguarding consumer interests in telecommunications and radiocommunications, the secrecy of telecommunications and an efficient and interference-free use of frequencies. How​ever the details regarding the handling of operations must be agreed upon between the respective service providers.
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