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Action requested: 

The study group is requested to take this document into consideration and to make suggestions for the future work of the Rapporteur Group.

Abstract: 

The document gives a general outline of the universal service situation in a competitive environment in Argentina.

�The justification for analysing, within the context of ITU, the universal service concept in a competitive framework lies in the important benefits it produces for society as a whole, given that it facilitates equality of opportunity and improved territorial and social integration, improves the level of education and reduces regional development differences by increasing transport and economic transactions from and to the relatively less developed regions.

In the case of Argentina, universal service is a fundamental factor of integration and development, while at the same time an important factor in the process of opening up telecommunications to competition.

General concepts

The universal service concept plays a key role when it comes to establishing the conditions under which competition is authorized on the basis of a process of deregulation of a country's telecommunication market.

Universal service basically has to do with access by a country's population to telecommunication services as of right, the need to ensure the geographical availability of those services, non�discrimination (including in terms of quality) and accessibility at reasonable prices. Given the constant technological changes that are occurring in the telecommunication sector, it is also necessary to adopt a dynamic definition of universal service, so as to make it possible to add new services to the basket originally configured.

The public's right of access to the communication service must be understood as access to a certain basic level of telecommunication services, such that all inhabitants can fully partake in the development of and benefits accruing to modern society. 

The provision of universal service also involves determining who will be the suppliers of the range of telephone services to be included in the definition of universal service. The principle of State regulation of universal service arises on account of the fact that, if telephone service provision is left to market forces, the licensee companies might have no economic incentive to offer such services to areas, regions or categories of users where profit levels are low, nil or negative.

Such is the case for countries like Argentina, which has densely populated cities like Buenos Aires, Córdoba or Mendoza, with a high level of telephone line penetration, while some parts of the country have vast tracts of land with very low population density.

This situation makes it difficult to bring minimum and basic services, such as those that would be included in universal service, to people living far away from the major urban centres. The possibility of providing service to remote areas is limited by the cost to the company providing the service and of the technological alternatives (generally very expensive) for such provision.

It is therefore easy to demonstrate in such cases that competition per se, or the free play of market forces, does not ensure the provision of services covered by universal service to all inhabitants on an equal footing, firstly owing to the lack of economic incentives for firms (after all, their shareholders are looking for positive returns on their investments), and secondly because society could not enjoy the benefits of universal service, either per se or in terms of its speedy implementation.

From the above it is clear that, given the low profitability of these customers and the high cost, as well as the limitation of economic resources that universal service provision implies for companies, great care should be taken in evaluating the various alternatives for universal service implementation, based on observance of the following principles:

�•	TRANSPARENCY: universal service implementation must be based on a clear picture of quantitative goals, the extent of their fulfilment, costs and grounds for the provision of financing, in order to make quick and easy auditing possible.

•	HORIZONTAL AND VERTICAL EQUITY: treatment of user or customer groups on an equal to equal or unequal to unequal basis.

•	FLEXIBILITY: easy adaptability to the technological and market changes that arise.

•	COMPATIBILITY WITH A COMPETITIVE ENVIRONMENT: no benefit to any particular player and no hindrance to participation by universal service competitors.

•	PREDICTABILITY: the effects of the system must be easily predictable.

•	RESPONSIBILITY: there must be a mechanism to encourage players to provide the service.

•	TECHNOLOGICAL NEUTRALITY: no one technology should be favoured over others; all should be able to participate.

The Argentine approach to universal service

Argentina is one of the very few countries in the world to have experienced a sea change in telecommunications over the last ten years. From the privatization of the State company ENTEL in 1991 to the imminent opening up of the telecommunication market to competition, numerous changes have occurred.

Mainly owing to the infusion of venture capital by foreign companies, the number of lines has risen from 3 million to 8 million; analogue technology in exchanges and transmission has been replaced by digital technology, with the achievement of 100 per cent digitization; cellular telephony has been introduced, with a total to date of 3 million lines; telephone line penetration has increased from 10 to 30 lines per 100 inhabitants; and waiting times for service installation have been reduced from five years to only eight days. These are some of the changes that have occurred in Argentina over the last ten years.

Spurred on by Government policy, and within a very short space of time compared with other countries, operators have made the substantial investments needed to achieve the levels of quality, coverage and technology that have made it possible to fulfil these objectives.

The aim of universal service and coverage of basic needs were included among the obligations on investors, who in a very short time invested in loss-making sectors, using the best technology currently available.

With the opening up of competition and the consequent cream-skimming of the market by new operators, loss-making services (i.e. those which are not commercially attractive) should be subsidized by universal service if they are to avoid the risk of discontinuity.

It is well known that the technological changes in telecommunications over the last ten years have been more far-reaching than at any time in the earlier history of the industry and that, even though this fact drives down service provision costs and enables a greater number of persons to have access to information, firms are confronted with heavy economic and financial losses as a result of the need for technological renewal. If to this fact is added the requirement, in a country like Argentina, that investments be directed to unprofitable areas, and that they should be amortized very quickly, the opening up of markets to competition could well be jeopardized with the introduction of inequities which could seriously affect competition and the provision of universal service for the sectors which need it most.

�Conclusion

The Argentine situation is of great interest for analytical purposes, as it combines factors not found together at the same time in other countries which have studied the possibility of establishing universal service: a high level of technological development achieved in a short period of time; introduction of free competition only ten years after the provision of a State service; high population density in a few parts of the country and extensive areas with few inhabitants; and major differences in economic capacity between the inhabitants of large towns and cities and the inhabitants of less populated areas.

It is for this reason that certain methodologies applicable to universal service implementation in countries like the United States, or in Europe, which possess some of these characteristics (e.g. level of digitization), but not all of them together at the same time, should not be applied directly and in the same way to situations and cases which are not comparable owing to the differences mentioned in the preceding paragraph.

Consequently, policies geared to promoting universal service must be kept under careful observation so as not to prejudice either those to whom universal service is directed or the likely providers of the service.
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