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FOR ACTION
Question 7/1: 
Universal access/service

STUDY GROUP 1
SOURCE:
FRANCE

TITLE:
UNIVERSAL SERVICE IN FRANCE

________

Action required: 

The participants are invited to consider the contribution with a view to annexing it to the final report on Question 7/1.

Abstract: 

The document details the definition and components of universal service in France and analyses the costs and means of financing it.

1
Definition and components of universal service

1.1
Definition

The law of 26 July 1996 asserts the principle that a public telecommunication service is to be maintained, and brings it in line with the objectives of competition.

The law defines universal service as the provision to everyone of a quality service at an affordable price. This includes free routing of emergency calls, the availability of a directory enquiries service and a directory in printed and electronic format, and public payphones nationwide. The law also prescribes tariff conditions and specific technologies adapted to those who find it difficult to have access to the telephone service because of disability or level of income.

1.2
Geographical correction

To calculate the projected costs of unprofitable areas, the telecommunication regulatory authority (Autorité de Régulation des Télécommunications - ART) uses a representation of France Telecom's network comprising 35 categories of local distribution areas classified according to their population density. The relevant costs and revenues were attributed to each category by applying accounting allocation rules
 to the projected data provided by France Telecom.

The model reflects the behaviour of an operator developing the network from the most profitable areas, which are assumed to be those with the highest population density. For each category of local area, a net cost appears as soon as the additional cost incurred by the operator to serve that category of local area is higher than the direct and indirect revenues obtained.

In 2000, the unprofitable areas account for 478 000 subscribers in areas of fewer than 21.5 inhabitants per km2. The number of subscribers in those areas was determined by France Telecom's observations and not by statistical estimates.

1.3
Payphones

France Telecom's obligations in terms of payphones are laid down in its specifications. It is obliged to install one payphone in every district (commune) of fewer than 1 000 inhabitants, with one additional payphone for every additional 1 500 inhabitants, up to 10 000. For communes of over 10 000 inhabitants, however, France Telecom's only obligation is to make available to the inhabitants at least one public payphone. In communes with fewer than 2 000 inhabitants, France Telecom must have the mayor's approval to eliminate a payphone.

1.4
Social tariffs

A March 1999 decree determines the new terms and conditions governing social tariffs. Publication of the decree enables universal service to be fully effective for the benefit of the consumers, in particular the most vulnerable among them. The decree provides for:

•
a discount on the telephone bill for recipients of the minimum social security allocation (revenue minimum d'insertion - RMI), the specific solidarity allocation, or the disabled adult allocation (AAH), the monthly amount of said discount being equal at the most to half the reference subscription, i.e. FRF 32.50 exclusive of tax (excl. tax) or FRF 39.19 inclusive of tax (incl. tax);

•
clearance of telephone debts by the operators. The type of expense covered includes the subscription to the fixed telephone service and national calls to fixed-telephone service subscribers. The decision to clear a debt is taken by the prefect of the department in which the applicant resides, on the advice of a commission.

The discount measures took effect on 1 July 2000. The monthly discount decided by the ministry in charge of telecommunications is FRF 33 incl. tax for 2000. The debit-clearance measures have been gradually introduced in most French departments since the last quarter of 1999.

The cost of those measures is met from the universal service fund. The cost in question is equal to the tariff discount granted plus the associated administrative costs incurred by the managing bodies, and the amount of debt cleared. The overall cost of the measures shall not exceed 0.8 per cent of telephone service turnover, of which 0.15 per cent for the clearance of telephone debts.

The posts and telecommunication code provides that any operator can offer specific tariffs and receive compensation from the universal service fund for the net costs entailed. At present, two operators offer social tariffs:

•
France Telecom offers eligible persons a reduction in their subscription equal to the amount of the tariff discount decided by the Ministry for 2000, i.e. FRF 33 incl. tax. The eligible person benefits from the offer for 12 consecutive months whether his situation changes or not.

•
Kertel offers eligible persons a consumer credit of FRF 40 incl. tax (the FRF 33 provided for in the ministerial decree plus a "bonus" of FRF 7 per month aimed at compensating the higher cost of local calls) valid on all national and international calls (except those to mobile phones).

1.5
Universal service and public service

Universal service is one of the three components of the public telecommunication service. The law specifies that the public telecommunication service is provided with due respect for the principles of equality, continuity and adaptability, and that it has three components:

•
universal telecommunication service;

•
obligatory telecommunication services, comprising nationwide access to the integrated services digital network, leased lines, packet‑switched data, the telex service and advanced voice telephony services;

•
missions of overall public interest in the telecommunication field - for defence, security, public research and higher education.

2
Cost and financing of universal service

2.1
Cost of universal service

The law provides that the costs of universal service obligations be equitably shared and funded by all telecommunication operators and financed in proportion to their traffic.

The cost of universal service has five components:

•
the cost arising from the imbalance in France Telecom's current tariff structure: this component was transitional, covering the period during which France Telecom's tariffs were being rebalanced. It ceased to exist on 1 January 2000. Mobile operators were exempt in exchange for undertakings in terms of geographical coverage;

•
the cost of geographical correction, i.e. that arising from covering the territory in such a way that all subscribers anywhere have access to telephone services at the same price;

•
social tariffs - the expense arising from the obligation to provide special tariffs for certain categories of people because of their low income or disability;

•
providing payphones nationwide;

•
the directory and corresponding information service.

The cost of universal service is defined as the net cost borne by the operator required to provide universal service as a result of its obligation to provide such service. The operator's accounts must therefore be analysed with a view to assessing the difference between two situations:

•
a situation in which the operator is not required to fulfil the universal service obligation and consequently acts in accordance with strictly business principles;

•
a situation in which the operator fulfils its universal service obligations.

The operator in the second situation usually bears higher costs than that in the first. It has to serve, for example, territories or users in which it would not have been interested from the business point of view. However, it benefits from higher revenues than in the first case. The economic calculation has to take account of the net balance between the additional costs borne and the additional revenues obtained. This is a complex calculation in that it calls on a reference situation, that of an operator who is purely business motivated, which is by definition hypothetical.

	Cost of universal service
	1997
	1998
	1999
	2000

	Cost components
	Cost (million French francs)
	Cost (million French francs)
	Cost (million French francs)
	Cost (million French francs)

	Tariff imbalance
	1 824
	2 028
	16
	0

	Geographical correction (unprofitable areas and subscribers)
	2 736
	2 159
(1 295 + 864)
	1 550
(1 444 + 206)
	1 446
(1 288 + 158)

	Payphones
	0
	187
	189
	165

	Social tariffs
	456
	0
	1 105
	1 211

	Directory and information service
	0
	0
	0
	0

	Total
	5 016
	4 374
	2 860
	2 822


The costs for 1997 and 1998 are final. For 1999 and 2000, they are estimates.

2.2
Financing universal service

2.2.1
Method of financing

Until 31 December 1999, there were two methods of financing running concurrently. Operators contributed by paying a surcharge on the interconnection fee, and by making payments to the universal service fund. During this transitional period, the cost of the first two components (France Telecom tariff imbalance and geographical correction) was covered by the surcharge on interconnection tariffs. The cost of the last three components resulted in payments to a fund managed by the Caisse des Dépôts et Consignations (CDC), which CDC then transferred to France Telecom, as the entity responsible for providing universal service.

Since 1 January 2000, operators have contributed to the costs of universal service by making payments to the universal service fund.

	
	Financing until 31 December 1999
	Financing since
1 January 2000


	Tariff imbalance
	Surcharge on interconnection
	None

	Geographical correction
	Surcharge on interconnection
	Universal service fund

	Payphones, social tariffs, directory and information service
	Universal service fund
	Universal service fund


2.2.2
The universal service fund

Until 31 December 1999, the universal service fund financed the following three components: payphones, directory and information services and social tariffs. Starting on 1 January 2000, the fund has also been used to finance the cost of geographical correction.

ART, together with CDC, established the technical arrangements for management of the fund, which were endorsed by the Ministry. The universal service fund and its management committee were established in 1997. The committee's mission is to supervise the fund and in particular to approve the amount set aside to cover the costs of its administration. The fund's administration costs are, like the contributions to the cost of universal service, shared out among the operators. In 1999 they amounted to FRF 125 000 excl. tax.

The operators pay their projected contribution to the universal service fund in three instalments on set dates, namely 20 January, 20 April and 20 September of each year. The following year, when the final cost has been assessed, the final amounts due are adjusted at the latest on 20 December.

2.2.3
Sharing the cost of geographical correction

Since 1 January 2000, the cost of geographical correction obligations (C2) has been financed by the universal service fund. Each operator's contribution to the fund is in proportion to its volume of outgoing and incoming traffic on all the terminals connected to its public networks.

The volume of telephone traffic is defined as the telephone traffic billed by or on behalf of the operators. After having examined the views of a number of operators, ART specifically decided to charge fixed‑to‑mobile traffic to the fixed operator.

2.2.4
Sharing the cost of providing social tariffs, payphones nationwide, the directory and the information service

The cost of providing social tariffs, payphones, the directory and the information service (C3) is financed by public network operators and telephone service providers in the form of contributions to the universal service fund.

Each operator's contribution is in proportion to its volume of traffic.

2.2.5
Calculating an operator's contribution

The net contribution of an operator with a volume of incoming and outgoing subscriber traffic (Vb) and a volume of invoiced telephone traffic (Vf) is therefore equal to:
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where:

•
C2 is the cost of geographical correction;

•
C3 is the cost of social tariff components, payphones, the directory and the information service;

•
V and V' are equal to the sum of Vf and Vb traffic, respectively, of all operators;

•
less, as the case may be, the cost of providing any universal services.

Some of the CDC's running costs are also added to the contribution. The running costs are shared among the operators, each operator's share being in proportion to the amount of its contribution.

_________________

� 	ART Decision No. 99�780 of 30 September 1999 specifies the accounting allocation rules to be used with regard to the costs and revenues to be considered in evaluating the net cost of unprofitable areas and of subscribers in profitable areas that would not be served by an operator acting in market conditions.





______________

Contact point:
Mr Pierre Fontaine, Ministère de L'Economie, des Finances et de l'Industrie
(France) - Tel.: +33 1 53449747, Fax: +33 1 53449002,
e-mail: pierre.fontaine@industrie.gouv.fr
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