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Action required: 


The study group is requested to consider this report and to make suggestions for the future work of the Rapporteur's Group on Question 7/1.


Abstract: 


The document includes the report on the meeting of the Rapporteur's Group on Question 7/1, held in Buenos Aires, Argentina, from 5 to 7 July 1999. The group hopes to meet again before the end of the year.











The Rapporteur's Group on Question 7/1 (Universal access/service) of ITU-D Study Group 1 met in Buenos Aires on 5, 6 and 7 July 1999.


The meeting programme is appended as Annex 2. The meeting was attended by 53 participants from nine countries (Annex 3).


After two days of discussion on the various items, the group reached the following conclusions on the third day.


�
1	Validity of the concept and current significance of the universal service obligation


The discussion on the validity of what is known as universal service produced the following conclusions:


1.1	The advent of the "information age" implies that one of the basic resources for the future is knowledge. Given that human beings learn through their own experience and that of others, and that the experience of others is obtained through telecommunications, the latter have a key role to play in today's society. This fact is underscored by the policy of ITU, which considers the right to communicate to be a fundamental human right.


The meeting therefore reaffirmed the concept of universal service within the framework of the objective set by the United Nations, which has committed itself to working to meet that objective.


1.2	At the same time, many countries throughout the world are at different stages in the process of liberalizing their economies. Within that process, telecommunications are moving, in many ITU Member States, towards various forms of private-sector participation, with different degrees of competition between the players. It is nevertheless seen as important to emphasize that the forms of competition should not be affected by the rules of universal service, which should be competitor� and technology-neutral. Consideration was given to the opinion of those who thought that competition alone would achieve the objective of universal service. It was felt that this point of view was not correct, although in some economies, depending on their level of development, competition per se could help meet that objective.


1.3	Lastly, it was pointed out that new technologies played a considerable role in achieving the objectives of universal service, making it possible for many previously unprofitable situations to become profitable. The example was given of wireless and satellite technology.


The concept of universal service must be dynamic, not only because technological development makes it possible to find economically viable solutions to many problems, but also because certain service options have become so indispensable to society that they will remain a fundamental factor for the immediate and mid�term future.


In the light of the foregoing, it was deemed appropriate to carry out case studies, to which end it was suggested that the five Vice-Chairpersons of Study Group 1, who represent ITU's five regions, be consulted in order to have a more complete view of the different experiences. Given the representativity at the meeting, it was decided to use the following cases:


–	the European Community and the United States, as examples of developed countries. Mr Juan Manuel Magliano (Argentina) was appointed coordinator of the working party in charge of the report;


–	Colombia and Argentina, as examples of Latin American countries. Mr Jorge Dussan (Colombia) and Mr Fernando Pafumi (Argentina) were appointed as coordinators;


–	Mali, Zambia and Guinea, as examples from Africa. Mr Baba Konate was appointed as the coordinator for Mali, Mr Thomas E. Kalulu for Zambia and Mr Mamadou Dioulde Sow for Guinea. Ms Bernadette Lewis, from Trinidad and Tobago, suggested that the Caribbean countries be included in the African study.


As there were no representatives from countries of the European Union, the United States or countries of the Asia and Pacific Region at the meeting, the ITU secretariat was requested to consult the Vice-Chairpersons from those regions to determine appropriate case studies for each region.


The case studies should contain the data listed in Annex 1.


�
The meeting agreed to set up an additional working party to conduct a general analysis of the concept of universal service in a competitive environment. The analysis should focus on:


–	neutrality between competitors;


–	consideration of new technologies to reduce the number of unprofitable areas within a given country, with provision under the rules in force for encouraging the use of such technologies while remaining neutral vis-à-vis the various technologies available.


The above-mentioned reports should be completed and sent to ITU by 15 August 1999.


The meeting also considered it advisable to carry out a general survey, via the Internet and with the content described above, to obtain the fullest possible information from ITU Member States.


Lastly, with a view to summarizing what the group understood by universal access/service, and in the absence of official ITU definitions, the definitions contained in BDT's 1998 World Telecommunication Development Report are included for reference purposes. The Study Group 1 Rapporteur's Group on Question 7/1 will take up the matter again at its next meeting, including among its background material the methodological report produced by the 1998 focus group on tariff standardization.


Universal access: reasonable access to telecommunications for all, including universal service for those who can afford the individual telephone service and the installation of public telephones within a reasonable distance for the rest of the population.


Universal service: availability, non-discriminatory access and general affordability of the telephone service, the level of universal service being statistically measured in terms of the percentage of households with a telephone.


Accessibility: (in the broad sense) universal service principle under which no telephone service subscriber is to be discriminated against in terms of price, service or quality for reasons of geographical location, race, sex, religion, etc.


Affordability: universal service principle whereby telephone service charges are set at a level that most citizens can afford.


Availability: universal service principle whereby telephone service coverage is provided nationwide, wherever and whenever required.


2	Future significance, particularly in a competitive environment


2.1	Cross-subsidy mechanisms


The cross-subsidy mechanisms traditionally used to finance universal service are still operational in a number of countries. However, in the light of the above-mentioned gradual liberalization of telecommunications in many ITU Member States and of the varying degrees of competition attained, the meeting considered that those mechanisms should be replaced by others that respect the principle of neutrality laid down by the World Trade Organization: "Any Member has the right to define the kind of universal service obligation it wishes to maintain. Such obligations will not be regarded as anti-competitive per se, provided they are administered in a transparent, non-discriminatory and competitively neutral manner and are not more burdensome than necessary for the kind of universal service defined by the Member".


�
A neutral form of subsidy should be sought for universal service, it being understood that the most neutral form was direct financing through taxation. The second best financing option is to consider subsidies generated in the telecommunication sector. They should be explicit and if possible not crossed between services. Where this is not possible, universal service may be financed by cross�subsidies between services, but only where absolutely necessary and for a limited time.


In the light of the above, companies offering a variety of services should keep separate accounts for each service.


The State must guarantee the establishment of mechanisms encouraging private-sector participation in the provision of universal service. No matter what mechanism is adopted, the service should be offered at a profit on the basis of the prices and costs established by the regulatory authority.


2.2	Modification of scenarios


For both universal access and universal service, consolidation should be given to new technologies involving a reduction in costs and improved quality of service, with a view always to seeking the most efficient means of providing the service. The best way of encouraging the use of more appropriate technology is considered to be fair and effective competition.


Wireless and satellite technologies can facilitate the rapid incorporation of remote and/or inaccessible areas in particular in telecommunication networks.


3	Costing and financing of the universal service obligation


The cost of universal service should be calculated as the difference between the net operating costs of an organization with universal service obligations and the operating costs of an organization with no such obligations.


On the basis of that definition, the subjects and services that might fall within the scope of universal service were discussed as follows:


•	Economically unprofitable areas are those for which avoidable costs - including an acceptable yield on the avoidable capital used - are greater than the income that could be generated as a result of withdrawing the service from the area. In other words, they are areas that do not generate an acceptable rate of return on the capital used, taking into account all the income generated as a result of serving the area, including revenue from incoming calls, and calculating the cost and capital used on the basis of the costs that could be avoided in the long term as a result of not serving the area.


•	Economically unprofitable subscribers are those for whom avoidable costs - including an acceptable yield on avoidable capital used - are greater than the income that could be generated by withdrawing the service from those subscribers. Consideration should be given to networks whose tariff levels are not cost-based, with a view to rebalancing them so that they are. The rebalancing process should take account of the political and social situation in each country. Thought should also be given to subscribers who are denied access to the service by the existing tariffs.


•	An economically unprofitable public telephone service is one for which avoidable costs - including an acceptable yield on avoidable capital used - are greater than the income that could be generated by withdrawing the service.


•	Service for persons with disabilities.


�
The cost methodology that seems advisable is that of long-run incremental cost (LRIC), the characteristics of which will have to be defined by ITU.


It was mentioned that application of the LRIC methodology on the basis of a forward-looking efficiency model, while the ideal objective, should nevertheless take into account the context of the country in which it was applied, and the possibility should be studied of using a combination of past and future costs.


4	Deficit measurement


To calculate the deficit to be subsidized, direct income from the sector that is the subject of universal service should be taken into account, as should the costs incurred and revenue from incoming traffic.


The subject of the possible inclusion of income from externalities is to be examined by the working party at the next meeting.


Moreover, given that the introduction of competition into the service will affect the subsidy system of the dominant operator or the operator with universal service obligations, it was suggested that when next it met the group should examine the question of a probable percentage of market loss as a trigger for the application of subsidy mechanisms.


5	Financing


The best means of financing universal service objectives is in theory by means of specifically assigned budget items funded directly through taxation.


Because of the practical difficulty in meeting this objective internationally, alternative possibilities should be studied. The Rapporteur's Group therefore recommended that there be a contribution on  telecommunication sector net income.


Another topic for study could be the inclusion of end equipment providers, taking care to avoid double taxation.


Other alternative sources of financing could be studied in the future.


6	Conclusions


The Rapporteur's Group decided to try to organize the next meeting of the group in November 1999.


Pending items to be discussed at the next meeting include:


•	Consideration of income from economic externalities


•	Alternative contributions to financing


•	Analysis of the application of a trigger clause for the tripping of subsidy mechanisms.


�
annex 1


Case study outline


The case studies from the various countries should contain the following information.


Macroeconomic indicators


GDP


Per capita GDP


Growth level and rate


Inflation rate


External debt


Socio-economic level


Telecommunication income/GDP ratio


Other significant indicators


General indicators


Literacy rate


Population


Population density


Geographical description of the country


Teledensity


Teledensity by region


Number of television sets per inhabitant


Number of PCs per inhabitant


Total number of cable subscribers


Total number of basic telephone lines


Total number of cellular telephone lines


Telephone quality of service indicators: average installation waiting period, breakdown rate, average repair time, network digitization rate, etc.


Legal framework


Political framework. System of government


Historical summary of the development of the telecommunication sector


Regulatory framework. General characteristics, institutional framework, control bodies


Telecommunication legislation, regulations, licences, tariff systems, etc.


Number of operators


Universal service regime


Main topics currently being discussed


�
Country questionnaire


The study group requests administrations and/or associated bodies to submit the data requested, with a view to making a comparative analysis of the various ways in which universal service can be implemented. The aim is to find common factors for a general proposal which, while taking into account the degree of development and regulatory framework of each country, can help provide useful parameters for the development of telecommunications both universally and, in particular, in countries that have not yet attained a high level of economic and social development.


1)	Which telecommunication services should be included in the universal service regime and to what extent?


2)	Should they be included indefinitely or should a time-limit be established?


3)	Which service segments (access, maintenance, etc.) to be included in the universal service regime should be funded by the proposed mechanism?


4)	Which economic sectors, user categories and geographical regions would be reached by each of the telecommunication services to be included in the universal service regime?


5)	Should the provision of universal service be based on natural market demand, or should incentives be introduced with a view to achieving universal service objectives in a set period of time?


6)	What method should be used to incorporate new services into universal service?


7)	Should new services be included before basic services have been provided throughout the country?


8)	Should the Internet be included in universal service?


9)	If so, to what extent should access to this service be guaranteed? For all users? In urban areas? In public schools and libraries, no matter where they are located?


10)	How much do you estimate your country could provide in terms of annual financing for universal service?


�
Annex 2


Programme of the meeting of the Rapporteur’s Group�on Question 7/1


"THE UNIVERSAL SERVICE OBLIGATION�IN A COMPETITIVE ENVIRONMENT"





Three days of discussion on the following main topics:





FIRST DAY - Monday 5 July 1999





0830�
Registration, coffee and provision of documents�
�
�
�
�
0900�
Opening address by the Secretary of State for Communications of Argentina�
�



VALIDITY OF THE CONCEPT AND CURRENT SIGNIFICANCE OF THE UNIVERSAL SERVICE OBLIGATION





0915�
Debate on the validity of the concept 


Dynamic view of the concept


Definition and inclusion of services


Universal access


Universal service


Relationship to the country's level of development�
�
�
�
�
1100�
Coffee�
�
�
�
�
1115�
Validity of the concept and current significance of the universal service obligation (continued)�
�
�
�
�
1330�
Lunch�
�



Speaker(s): To be designated





FUTURE SIGNIFICANCE, PARTICULARLY IN A COMPETITIVE ENVIRONMENT





1430�
Cross-subsidy mechanisms


Criteria for the inclusion of services


Criteria for the modification of scenarios:


•	increased penetration


•	alternative technologies and cost reduction�
�



1600�
Coffee�
�
�
�
�
1615�
Future significance, particularly in a competitive environment (continued)�
�
�
Speaker(s):	To be designated





1800�
End of first day of the conference�
�






SECOND DAY - Tuesday 6 July 1999





0830�
Registration, coffee and provision of documents�
�
�
�
�
0900�
Opening remarks (speaker to be designated)�
�



COSTING AND FINANCING OF THE UNIVERSAL SERVICE OBLIGATION





0915�
Costing methods and deficit measurement


LRIC concept


Main criteria: total elements and avoidable costs


•	Economically unprofitable areas


•	Economically unprofitable subscribers


•	Public telephone service


•	Services for persons with disabilities�
�
�
�
�
1100�
Coffee�
�
�
�
�
1115�
Costing and financing of the universal service obligation (continued)


Own income


Network externalities


Non-financial benefits


Calculation of the difference between income and costs and subsidies�
�
�
�
�
Speaker(s):	To be designated


�
�
�
1330�
Lunch�
�



ESTABLISHMENT OF A FINANCING FUND





1430�
Determination of the contributory base


Exceptions�
�



Speaker(s):	To be designated





1600�
Coffee�
�



METHODS FOR THE ALLOCATION OF SUBSIDIES





1615�
Tariff and price components


Obligations of service providers


Play or pay system and others


Last resort service provider�
�
�
Speaker(s):	To be designated


�
�
�
1800�
End of second day of the conference�
�



THIRD DAY - Wednesday 7 July 1999





0830�
Registration, coffee and provision of documents�
�
�
�
�
0900�
Opening remarks (speaker to be designated)�
�
�
�
�
CONCLUSIONS





0915�
Conclusions�
�
�
�
�
1100�
Coffee�
�
�
�
�
1115�
Conclusions (continued)�
�



Speaker(s):	To be designated


�
�
�
1330�
Lunch�
�



DRAFTING OF FINAL DOCUMENT OF THE WORKING GROUP


�
�
�
1430�
Drafting of final document of the Working Group�
�
�
�
�
1600�
Coffee�
�
�
�
�
1615�
Drafting of final document of the Working Group (continued)�
�
�
�
�
1730�
Reading of final document�
�
�
�
�
Speaker(s): To be designated


�
�
�
1800�
Closing remarks (speaker to be designated)�
�



�
annexe 3 - ANNEX 3 - ANEXO 3


Liste des participants - List of participants - Lista de participantes


�
NOMBRE�
EMPRESA�
�
1�
Ing. Roberto E. Pérez�
CRM-Movicom�
�
2�
Raúl Sabio�
TELECOM�
�
3�
Héctor Carril�
TELECOM�
�
4�
Nicolás Fellenz�
TELECOM�
�
5�
Jorge Crom�
ATLANTIC CONSULTING S.A.�
�
6�
Yvon Ferrette�
TESAM ARGENTINA�
�
7�
Eduardo Gabelloni�
TELEFONICA�
�
8�
Leonardo Leibson�
NEC ARGENTINA�
�
9�
Jorge Cosaca�
NEC ARGENTINA�
�
10�
Alberto Gurnisky�
NEC ARGENTINA�
�
11�
Paula Jure�
Cámara de Diputados�
�
12�
Jorgelina Calvente�
MANPOWER�
�
13�
Juan Manuel Magliano�
CRM-Movicom�
�
14�
Raúl Parodi�
BCC�
�
15�
Marcelo González�
NEXTEL ARGENTINA S.R.L.�
�
16�
Olga Cavalli�
ATLANTIC CONSULTING S.A.�
�
17�
Alberto Gabrielli�
CNC�
�
18�
Silvia Imas�
CNC�
�
19�
Julio Mario Corsaro�
American Management Association�
�
20�
Alessandra Pileri�
UIT�
�
21�
José María Marquez�
CTI�
�
22�
Gustavo De La Vega�
CTI�
�
23�
Pedro Bossio�
TELEFONICA�
�
24�
Benjamín Ankumah�
Ghana�
�
25�
Mamadou Dioulé Sow�
Guinea�
�
26�
Baba Konate�
Mali�
�
27�
Philemon Seth Gungula�
Tanzania�
�
28�
Thomas Emmanuel Kalulu�
Zambia�
�
�



29�
Vergara Finger, Daniela �
Chile�
�
30�
Dussan Hitsherich, Jorge�
Colombia�
�
31�
Daniel Lista�
TELEFONICA�
�
32�
Federico Enzenhofer�
NEXTEL ARGENTINA S.A.�
�
33�
Bernadette Lewis�
Trinidad y Tobago�
�
34�
Eduardo Tallarico�
MINIPHONE�
�
35�
Adrián Bruno�
TELECOM�
�
36�
Alejandro Fargosi�
Universidad de Buenos Aires�
�
37�
Dra. Mealla�
Estudio Mealla�
�
38�
Ricardo Yomal�
�
�
39�
Jorge Osow�
MINIPHONE�
�
40�
Ma. Angelica Ciocca�
Secretaría de Comunicaciones�
�
41�
Estela Casas�
CNC�
�
42�
Diego Medone�
CONNECT�
�
43�
Pablo Spiller�
LECG - Economics and Finance�
�
44�
Liza Krochmal�
Morryson and Foster�
�
45�
Claudio Schifer�
Abogado�
�
46�
Ricardo Porto�
Abogado�
�
47�
Claudio García Solca�
TELECOM�
�
48�
Fernando Pafumi�
TELEFONICA�
�
49�
Carlos Bartol�
TELEFONICA�
�
50�
Diego Lozano�
TELEFONICA�
�
51�
José Hidalgo�
TELEFONICA�
�
52�
Gabriela Sorrentino�
TELEFONICA�
�
53�
Silvia Garrido�
CNC�
�
54�
Beatriz Civiello�
CNC�
�
55�
Sonia Bujen�
CNC�
�
56�
Carlos Valenzuela�
CNC�
�



_________________


____________________
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