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FOR ACTION
Question 12/1: 
Tariff policies, tariff models and methods of determining the cost of national telecommunication services

STUDY GROUP 1
SOURCE:
GERMANY

TITLE:
PROPOSED MODIFICATION OF THE DRAFT RECOMMENDATION CONTAINED IN DOCUMENT 1/134

________

Action required: 

Participants are invited to consider and give their comments to these proposed modifications.

Abstract: 

The document includes some proposed modifications (in revision marks), i.e. an additional "recommends" to the Draft Recommendation contained in Document 1/134, presented by the Vice-Chairman of ITU-D Study Group 1 on tariff matters.

The World Telecommunication Development Conference,

recognizing

that the level and structure of telecommunication tariffs have an important role to play in creating the internally generated funds needed by telecommunication operators, which in most cases serve to finance telecommunication entities' development programmes and are also used in meeting their recurrent expenditure requirements;

that the establishment of a balanced and attractive telecommunication tariff structure can promote efficient use of the network and services, enhance universal service provision and have a positive effect on the development of other sectors of the economy,

noting

that many developing countries lack adequate experience and skills in formulating cost-orientated tariffs to enable them to benefit fully from telecommunication tariff policies, strategies and practices;

that these countries need assistance in obtaining tools for determining and calculating costs in the context of the implementation of cost-orientated tariff structures and levels,

recommends

that, in the contracts they enter into with private institutions or firms of consultants for the establishment of their legal and regulatory framework, public authorities and administrations should:

•
focus on methods for determining and calculating cost-orientated tariffs for telecommunication services, including interconnection charges;

•
take the necessary measures to ensure that they are provided with the appropriate tools for determining the costs of telecommunication services;

•
provide for appropriate training of staff responsible for the tariff structure on the various models and approaches existing worldwide, inter alia the TAF Group model,

recommends

that, the following general principles should be fulfilled in applying tools for determining and calculating costs:

· Principle of transparency: The open availability of information used in the cost derivation process in order to allow comprehension of the final rate from the vantage point of an external analyst;

Transparency is the most important requirement to be fulfilled in applying a costing methodology; Furthermore, the principle should also be followed in situations where an operator bases the cost of its termination charge on the market prices of the network elements used instead of on corresponding cost data
· Principle of practicability: The ability to implement a costing methodology with reasonable demands being placed on data availability and data processing in order to keep the costing exercise economical, yet still useful;

In order to take account of the limited availability of resources especially in less developed countries, this requirement allows to design a costing methodology in a practicable way;

· Principle of cost causality: The demonstration of a clear cause-and-effect relationship between service delivery on the one hand and the network elements and other resources used to provide it on the other hand, taking into account the relevant underlying cost determinants (cost drivers);

This requirement to clearly reveal the causal relationships between the services provided and the resources used for their provision, i.e. to give a comprehensive insight into the cost structures working in the input/output relations of a firm, is closely related to the transparency principle as a fulfilment of this requirement in the framework of a cost methodology will help to completely comprehend the cost derivation process;

· Principle of reasonable contribution to common costs: Costing methodologies should provide for a reasonable contribution to common costs;
According to this principle, an operator has to reveal the total common cost figure, the way of its determination and the reason for taking a certain part of it into account when calculating the cost of an international call;

· Principle of efficiency: The provision of a forecast of cost reductions that result from a more efficient combination of resources;

It is in the interest of every operator that the production processes are designed in an economic way and that a foreseeable progress on the path towards efficiency is taken into account when costs and tariffs are determined,

recommends

that ITU, and the Director of BDT in particular, give support to administrations in the implementation of cost-orientated tariff structures.

_________________

______________
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