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FOR ACTION
Question 7/1: 
Universal access/service

STUDY GROUP 1
SOURCE:
ARGENTINA

TITLE:
UNIVERSAL SERVICE: SITUATION IN ARGENTINA

________

Action required:
Participants are invited to consider the contribution with a view to its inclusion as an annex to the final report on Question 7/1.

Abstract: 

The contribution sums up the replies submitted by the countries of the Americas Region to the questionnaire on universal access/service. It was requested at the meeting of the Rapporteurs Group on Question 7/1 (Madrid, February 2000).

This contribution sums up the replies sent in by countries of the Americas Region to the questionnaire on universal service issues.

In addition to a summary table of the replies received, some related inputs and conclusions have been included in an attempt to illustrate the various situations and circumstances to be found across the continent, which can differ significantly.

Before embarking on the description of the survey's results, two points should be made regarding the analysis of the replies:

–
it was borne in mind that, in the interests of better conclusions it is usually advisable to take account of the general setting in which a country's telecommunication market develops;

–
to facilitate the clear presentation of the results, the 50 countries that submitted replies were grouped according to level of telephone penetration as follows:

a)
low-development countries (penetration < 15%);

b)
medium-development countries (15% < penetration < 25%), and

c)
high-development countries (25% < penetration).

Chapter 3: Interpretation of the survey

On the basis of the replies to the questionnaire, and taking into account the specific characteristics of the development of the telecommunication market in each country, the following conclusions have been reached:

•
Universal service exists in the great majority of the countries that replied, and is defined in regulations (although it differs according to the circumstances of the country).

•
In answer to the question of who has the obligation to provide universal service, the majority of the replies stated that the obligation was imposed on the incumbent service provider. However, it is considered that this assertion is to some extent influenced by the country's regulatory framework, particularly where the country has services that are provided under a State monopoly.

•
There is a marked tendency in medium- and low-development countries to favour imposition of the obligation to contribute to the cost of universal service on all operators (some, but not all, respondents having indicated the source of financing). In the countries with the lowest level of development, and in some medium-development countries, the obligation is also imposed on cellular operators.

•
In general, the replies indicate that satellite service operators do not contribute to universal service.

•
As regards scope, the general tendency, regardless of development-level, is towards an extension of universal service and increased penetration. (Nothing is said about subsequent maintenance.)

•
The sample of countries reveals no pattern indicating that the need for additional services is dependent on the level of development. There are thus both high- and low-development countries which include services for the disabled. It would therefore appear that requirements for schools, hospital services and services for the disabled do not depend on the country's level of development.

•
It cannot be concluded from the replies to the questionnaire that the universal service obligation should be imposed on the incumbent operator as a condition for obtaining a licence. However, this being the norm for incumbents, it cannot be inferred that the obligation does not exist for other operators.

•
As to financing, the majority of the countries indicated that they finance the USO from a percentage of the revenue of operators currently present in the market. Where there is a monopoly operator, the USO is financed either by a percentage of the operator's revenue or by government subsidy.

•
The following conclusions have been reached concerning the administration and management of the universal service fund: a) as a general rule, the regulatory authority supervises the fund in countries where universal service is actually implemented (except in the case of monopolies, where very often there is no regulatory authority); b) as regards the methods used to calculate the necessary financing the results are quite clear. Medium- and low-development countries set a fixed amount on the basis of an investment plan, investment targets or a master plan established by the regulatory authority. Among the 

high-development countries, contrary to what one might expect, only one country stated that it applies long-run incremental costs (LRICs) (Australia); others merely referred to future plans to implement LRICs.

•
Oversight of the use of the fund is the responsibility of the supervisory authority in the great majority of the countries that actually implement universal service.

•
It would appear that public consultation is implemented by only a few countries and that the practice is unrelated to level of development.

Chapter 4: Universal service costing and financing

The definition of a costing and financing methodology is undoubtedly one of the most controversial aspects of universal service and among the most difficult to analyse in that the coexistence of different regulatory frameworks and different economic, social and political circumstances makes the adoption of a single permanent financing and costing model difficult.

There are two approaches or methodologies. One is based on LRICs and the other on historical costs.

The point in time and the approach a country chooses in order to implement changes in its telecommunication regulation policy have a decisive influence on how it will cost and finance universal service.

As can be seen from the following table, in the Americas there are different points in time and hence different approaches to defining deregulation policy:

Evolution of regulation over time1
	Country
	Before 1985
	1987
	1988
	1989
	1990
	1991
	1992
	1993
	1994
	1995
	1996
	1997
	1998
	1999

	Argentina
	
	
	
	Law/State Reform
	Privatization
	
	
	
	
	
	
	
	Liberali-zation
(Oct/Nov)

	Brazil
	
	
	
	
	
	
	
	
	
	Amendment/ Constitution
	Minimum Law/
Cellular
	Telecom Law/
Reorganiza-tion Telebras
	Concession
Telebras and Embratel
	(Mirror licences)

	Bolivia
	
	
	
	
	
	
	
	
	(Law/
capitaliz.)

(Low/Sist. Reg. Sector)
	Telecom Law
Capitaliza-tion/
ENTEL
	
	
	
	

	Colombia
	
	
	Telecom Law
	Conces-sions
	Right to competi-tion
	Constitution establishes free competition
	
	Law/ Cellular
Foreign investment
	Law/Resi-dential serv. (local liberaliza-tion)
	
	
	
	Competition/local and long distance
	

	Costa Rica
	1963: ICE
as public enterprise
1964: RACSA
	
	
	
	
	
	
	
	
	
	
	
	Cooperation process for reform
	

	Chile
	1982: Telecom Law
Competition
	Privati-zation/
CTC
	
	Privatiza-tion/
ENTEL
	
	
	
	
	Multi carrier system
	
	
	
	
	

	Cuba
	1982: Decree/joint enterprises
	
	
	
	
	
	CUBACEL (joint enterprise)
Mobile Concession
	
	ETECSA
(joint enterprise)
Fixed Conces-sion
	
	
	Law/foreign investment
	
	


	Ecuador
	
	
	
	
	
	
	Special Telecom Law/estab. Emetel
	
	
	Law restructuring Emetel
	
	Auction, not completed
	Auction, not completed
	

	El Salvador
	
	
	
	
	
	
	
	
	
	
	Law/ Liberali-zation Tariffs
	
	Libera-lization/
sector
	

	Spain
	
	
	
	
	
	
	
	
	
	
	
	
	Libera-lization
	

	Guatemala
	
	
	
	
	
	
	
	
	
	
	General Telecom Law-Liberali-zation
	Creation/ TELGUA
	Privati-zation
	

	Honduras
	
	
	
	
	
	
	
	
	
	Framework Telecom Law
	
	
	
	

	Mexico
	
	
	
	
	Privatization
	General Telecom Law
	
	Competition/
long distance
	
	

	Nicaragua
	
	
	
	
	
	
	
	
	
	General Telecom Law
Law/
Private Incorporation
	
	
	
	


	Country
	Before 1988
	1989
	1990
	1991
	1992
	1993
	1994
	1995
	1996
	1997
	1998
	1999

	Panama
	
	
	
	
	
	
	
	Law 5, restructur-ing INTEL
	
	Sale of 49% of INTEL
	
	

	Paraguay
	
	
	
	
	Constitution General principle of competition
	
	
	Telecom Law/
Transfer ANTELCO
	
	
	
	

	Peru
	
	
	
	General Telecom Law
	
	
	Regulation/
limited competition
Privatiza-tion of Entel-CPT
	Entel-CPT merged to form Telefónica del Perú
	
	
	Liberali-zation
	

	Puerto Rico
	
	
	
	
	
	
	
	
	Federal Law PR Telecom Law
	
	
	Privatization/PRTC

	Dominican Republic
	
	
	Concession/
new licences
	
	
	
	
	
	
	
	General Telecom Law
Competi-tion
	

	Uruguay
	1974: Antel - public enterprise
	
	
	
	
	
	
	
	
	
	
	

	Venezuela
	1940: Telecom Law
	
	
	Privatization


	
	Public enterprises
	
	Privatization without competition

	
	Semipublic or cooperative enterprises
	
	Competition without privatization

	
	Restructuring processes
	
	Competition with privatization


Exclusivity and competition - how the market does things

The table below shows cases where exclusivity has been granted following sector restructuring.

o V.8: Exclusivity (limited in time) in Latin America

	
	CHARACTERISTICS OF EXCLUSIVITY(1)

	Country
	Services provided on exclusive basis
	Start
	Duration

	Argentina
	BTS, L, NLD, ILD
	1990
	10 (7 plus 3)

	Bolivia
	BTS, L, NLD, ILD
	1995
	6 years

	Brazil
	BTS, L, NLD and
	1998
	~0.5(2)

	Chile
	No
	
	

	Colombia
	No
	
	

	Costa Rica
	No restructuring
	
	

	Cuba
	No restructuring
	
	

	Ecuador
	BTS, L, NLD, ILD(3)
	1995
	5

	El Salvador
	No
	
	

	Spain
	Prior to restructuring
	
	

	Guatemala
	No
	
	

	Honduras
	BTS, telex and telegraphy(3)
	1995
	10

	Mexico
	BTS, NLD, ILD
	1990
	6

	Nicaragua
	BTS, granted to ENITEL(3)
	1995
	4

	Panama
	BTS, L, NLD, ILD, public and semipublic telecommunications, leased voice circuits
	1997
	5

	Paraguay
	No restructuring
	
	

	Peru
	BTS, L, NLD, ILD
	1994
	5

	Puerto Rico
	No
	
	

	Dominican Republic
	No
	
	

	Uruguay
	No restructuring
	
	

	Venezuela
	BTS, L, NLD, ILD
	1991
	9


	(1)
Exclusivity refers solely to concessions limited in time which have followed a restructuring process. This excludes exclusivity prior to restructuring (Costa Rica, Uruguay ...). Duration refers to the periods for which exclusivity was granted, even where reductions of the exclusivity period were negotiated subsequently.

(2)
Administrative period for auctioning mirror licences. Thereafter, duopoly until 2001.

(3)
HONDUTEL and ANDINATEL-PACIFICTEL are still public enterprises. ENITEL is a limited company through State-owned shares.
	BTS: 
basic telephone service

L:
local

NLD:
national long-distance

ILD:
international long-distance


It can be observed that in more than half of the cases where the sector was restructured exclusivity regimes have been established, though in three of the cases the companies have remained in the public sector.

It is also interesting to note the period for which exclusivity is granted to private operators or operators in which private capital has a share (previous table).

Exclusivity period - duration of monopoly privileges

The above table indicates that the more recent the period, the shorter it tends to be. In Argentina and Peru, reduction of the exclusivity period was negotiated. This suggests that what was a fairly widely accepted market management tool at the beginning of the 1990s was much more difficult to use by the end of the decade. Indeed, the development of international agreements, particularly the WTO agreement, may mean the prohibition of measures of this kind in the short term.

As regards the competition models that countries have adopted, it is worth noting that, quite apart from what competition has meant in terms of opening up markets and the entry of new players, other regulatory measures related, albeit indirectly, to competition have been taken in an attempt to: i) avoid the emergence of dominant positions by prohibiting vertical integration of services (local + long distance, voice + data, etc.); ii) segment markets into geographical areas in order to prepare the ground for future competition and/or be in a position during the period of exclusivity to compare conditions for supply, although not necessarily in the same geographical market.

Having examined regional trends in telecommunication deregulation, the question arises as to whether there is a "single", recommendable cost model.

In answering this question, it must be borne in mind that the region analysed differs significantly from the most advanced regions (Europe and the United States):

1)
In the region analysed, service penetration rates are very low in the interior of countries as compared to major cities (as was the case in Europe and the United States at the beginning of the 1970s).

2)
In Europe, the United States and Japan, liberalization policies came well after the implementation of universal service. Universalization objectives were therefore covered either by cross‑subsidies from the telephony service or direct contributions from the government through specific plans.

3)
The United States and Europe began to introduce LRIC cost models in 1996 with the adoption of new telecommunication laws after a period of accelerated service penetration and universalization in the 1980s and early 1990s. Thereafter they embarked on a process of opening up and of liberalizing their telecommunication markets.

4)
In Latin America, on the other hand, the entire process is taking place all at once, having been under way for an average of seven years at most.

In analysing costing methodologies, the most important component to be considered is interconnection. In many countries, particularly the United States, interconnection has subsidized universal service for years. The global tendency to impose lower interconnection charges is a major hindrance to the regulator when such charges are used to finance universal service. At the same time, anxious to increase the number of competitors and enhance market efficiency, governments are intent on reducing interconnection charges. This focus on service "supply and demand" is at variance with the requirements of universal service. Governments, particularly those with the largest financing requirements (generally those with the fewest resources) should therefore adopt a costing and financing methodology which is suited to the model they have chosen for opening up in the markets.

Countries which have opted for temporary private exclusivities could finance universal service with cross‑subsidies from interconnection. Those which are opening up to competition will need to adopt cost models that are geared to eliminating subsidies.

	
	
	
	1
	2
	3
	4
	5

	
	
	
	Universal service definitions
	Universal service obligations
	Operators with no obligations
	Scope of universal service

	Item
	Country
	Source of information
	Regulation?
	Incumbent operator
	All operators
	Cellular operators
	Satellite service operators
	Others
	Obligation to contribute to cost
	Choose to extend service or contribute
	Rural areas
	
	

	
	
	
	
	
	
	
	
	
	
	
	Extension of service
	Schools
	Hospitals
	Disabled
	Other

	1

2
	Argentina
	Movicom

Telecom
	YES. Regulations establishing who contributes to fund, how, and how much.
	YES
	NO
	NO
	NO
	NO
	YES. Through tax on total revenue
	NO. Only those providing service
	YES
	YES
	YES
	YES
	Extension possible

	3
	Bahamas
	Public Utilities Commission Bahamas
	YES. In the 1999 Telecommunication Act
	YES
	NO
	NO
	NO
	NO
	Only one operator, as privatized recently.
	YES
	YES
	YES
	YES
	-

	4
	Belize
	Belize Office of Telecommunications
	YES. In the strategic development plan
	YES
	YES
	NO
	NO
	NO
	YES
	YES
	YES
	YES
	YES
	YES
	-

	5
	Canada
	Industry regulatory issues
	YES. In the Telecommunication Act
	YES
	NO
	NO
	NO
	NO
	YES
	NO
	YES
	NO
	NO
	NO
	Basic telephone service, individual lines, free ISP access, etc.

	6
	Ecuador
	Consejo Nacional de Telecomunicaciones
	NO
	NO
	NO
	NO
	NO
	-
	NO
	NO
	-
	-
	-
	-
	-

	7
	Mexico
	Comisión Federal de Telecomunicaciones
	NO, but social coverage obligations exist
	Proposals are being implemented and will be incorporated in the National Regulations on Universal Service. Replies to the other questions are therefore premature.
	Under consideration
	NO
	YES
	YES
	YES
	YES
	-

	8
	Panama
	Ente Regulador de los Servicios Públicos
	NO
	YES
	NO
	NO
	NO
	-
	NO
	NO
	YES
	-
	-
	-
	-

	9
	St. Vincent
	Ministry of Communications
	NO
	NO
	NO
	NO
	NO
	NO
	-
	-
	-
	-
	-
	-
	-


	6
	7
	8
	9
	10
	11
	

	USO imposed on incumbent operator as condition for obtaining licence
	USO financing
	Universal service fund
	Enforcement
	COMMENTS

	
	From telecom operators' revenue
	Government subsidy
	Interconnection charges
	Other
	Calculation of financing required
	Existence of fund
	Collection and distribution
	Annual audit by regulatory authority
	Public consultation
	

	NO
	YES
	YES, through specific programmes
	NO
	-
	0.6% - 1% tax on revenue
	YES, but not implemented
	By an administrator appointed by the regulatory authority
	YES, annually
	YES. Ongoing consultation by management committee
	

	YES. Recently privatized, scheduled to open in 3 to 5 years
	YES. Current operator
	NO
	NO
	-
	Not applicable, as privatized recently. Obligation on the monopoly operator for universal service objectives
	

	YES
	
	YES
	NO
	-
	-
	NO
	-
	YES
	NO
	

	NO
	NO
	NO
	NO
	YES. Explicit contribution from all LD operators
	From the fall in dominant operator's revenue from local service provision
	YES
	Per-minute LD charge paid to local service providers for access-deficit lines
	NO
	YES, in respect of coverage and financing
	

	NO
	-
	-
	-
	-
	-
	NO
	-
	NO
	NO
	

	NO
	YES, USF proposed
	NO
	YES, at present
	YES, cross-subsidy between commercial and residential sectors
	With a costing model (bottom up/forward-looking) suited to Mexico's geography
	NO
	-
	NO
	YES, with a view to financing the fund from a percentage of revenue
	

	YES
	YES
	-
	-
	-
	Not applicable
	NO
	-
	YES
	-
	

	-
	-
	-
	-
	-
	-
	NO
	-
	-
	-
	Currently a monopoly. Legislation is planned which will liberalize telecommunications, generating a service fund with compulsory contributions from all telecommunication operators.


1	"Competition" and "privatization" refer to the basic telephony market.





______________

Contact point:
Mr Ricardo Lannert, Telecom de Argentina
Tel.: +54 11 49685242 / Fax: +54 11 49684258
E-mail: rlannert@ta.telecom.com.ar
Mr Carlos Bartol, Telefónica de Argentina
Tel.: +54 11 43322037 / Fax: +54 11 43318990
E-mail: bartolc@telefonica.com.ar
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