Subject : Transitional arrangements towards cost-orientation beyond 1998, new Annex E of ITU-T Recommendation D.140 

From:
Ambassador Anthony Hill, Chairman, ITU Study Group 3 Focus Group

To:

All participants in the work of the Focus Group

On behalf of the Focus Group Management Team, I am today posting the Final Report of the Focus Group on “Transitional arrangements towards cost-orientation beyond 1998” (Annex E).


We believe that this report fulfils the mandate of the Focus Group, which if it meets with approval will justify the use of this new ITU mechanism. 

Some 72 contributions have been taken into account in developing the proposals. We trust that the eight methodological notes by the ITU Secretariat have also contributed to a better understanding of the issues under discussion and will be useful beyond the life of the Focus Group. A revision to methodological note (message 37) on the transition path to cost-orientation will be issued next week. 

Developing countries have been active participants through their Regional Tariff Groups and have benefited from the support provided by the BDT. They are in a much better position today in developing cost methodologies to identify the cost elements in providing services.

The FCC Benchmark Order, the EU Directives, and a strong desire on the part of Administrations/ROAs in developing countries to determine their costs have been stimuli to this undertaking. However, the Focus Group has broken new ground in a number of significant ways: 

· A deeper understanding of the fundamental cost differences between countries / territories, which are closely related to the development of their telecommunication networks, and therefore target rates which are different for each category;

· An acknowledgement that some countries, by virtue of their dependence on net settlement payments, will need a longer period to adjust towards cost-orientation;

· The focus for the first time on the issue of transit shares with concrete proposals which, if implemented, will bring immediate and direct benefits for developing countries, especially the Least Developed;

· The identification of problems experienced by high cost, small island states and by the Least Developed Countries, which have been demonstrated especially in the work carried out by the ITU Asia-Pacific Regional Office in the Pacific Islands, and concrete proposals to take account of their specific concerns;

· A comprehensive analysis covering 224 countries / territories going beyond the limited studies covering a few countries/territories as in the case of the FCC study and the country case studies;


· The development of an approach to meeting Universal Access and Universal Service Obligation through transparent mechanisms related to an asymmetric split of the accounting rate share.

We believe that the proposals in Annex E represent significant progress towards developing a multilateral accord on the transition towards cost-orientation. Where participants still have concerns, these could be expressed directly to ITU-T Study Group 3 in the form of delayed contributions. The final meeting of the Focus Group will take place on the 7th December 1998 at 9.30 am, to review the Final Report, a day before the opening of the ITU-T Study Group 3 meeting on 8th December 1998.

On a personal note, I wish to express my deep appreciation to Messrs Tanaka, Kelly and Lecharny who have shared their broad experience and have always met the tight timetable which was demanded if the report was to be completed on time. Of course, Mr Wong’s hands-on experience in the telecommunications sector has ensured that the proposals reflect trends in today’s competitive environment.
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