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REVIEW OF ITRS:  REPLY ON WORKING GROUP A ISSUES

1. Views on need for regulation of international services

There have been drastic changes in the structure and economics of the international telecommunications market since the ITRs were revised in 1989. Seventy five administrations, representing approximately 90% of international traffic, have now made WTO commitments to liberalise their markets and it is estimated that there are now over 1000 operators offering international services over international facilities. International capacity has more than quadrupled on many important routes and this growth is continuing fuelled both by new private cables as well as the traditional cable consortia. Furthermore, new modes of operation have been developed for conveying international traffic such as international simple resale, carriage of traffic within international global alliances, refile, hubbing etc and the telecommunications environment itself has changed with the emergence of the internet and the threats and opportunities posed by convergence of telecommunications with media services such as broadcasting. On routes which have liberalised, international traffic volumes have increased many fold and at the same time the underlying cost of operating international networks has fallen with consumer prices falling dramatically. 

In countries which have liberalised their telecommunications, national administrations no longer have responsibility for operating international traffic but allow the market place to deliver the range and quality of services demanded by consumers with independent regulatory authorities being set up to ensure that former monopolists and other operators with market power do not behave anti-competitively.  The principle applied in these countries and inherent in the WTO commitments is that regulation should only be applied where there is market failure. Regulation of competitive markets is likely to distort that market and the result be less efficient than the competitive outcome. 

This applies equally to international and national markets. Intrusive regulation is inappropriate where there are competitive conditions. There are three possible competitive scenarios for the delivery of international services - competitive country to competitive country, competitive to non-competitive and non-competitive to non-competitive. For competitive to competitive relations, it is inappropriate for administrations to make commitments on behalf of their private carriers or for there to be any form of intrusive regulation beyond the usual national controls on anti-competitive behaviour. Thus any revised ITRs must recognise that the existing provisions in Articles 3 and 4 and all of Article 6 and the related Appendices 1 and “ 2 in the ITRs are completely inappropriate for administrations to agree by treaty to for ‘competitive to competitive’ relations.  

The corollary is that ITRs may have a continuing role on routes where either one end or both ends are non-competitive. Furthermore, it is recognised that developing countries may have restricted fora in which to discuss the delivery of international services and therefore value the ITRs as providing a framework for this purpose.  

2. Comments on paper by Mr Samarajiva

I agree with Mr Samarajiva's conclusion that the liberalisation of markets does not mean the end of regulation but rather a change in its nature. However, much of that change relates to national concerns. It does not mean that the ITU should become a de facto competition authority as Mr Samarajiva suggests. It has neither the competence nor resources to take this on. In fact, it would be futile to do so anyway because, as Mr Samarajiva recognises, the ITU could not have any enforcement powers.  Mr Samarajiva expresses concern about the market power of global operators. However, when global operators wish to enter a particular national market are required to apply for a licence and are subject to the same rules as nationally based operators, such rules varying to the extent the operators have market power in the relevant market. 

I disagree with Mr Samarajiva proposal that the basic ITU instruments should be amended to enable periodic revisions to be made to the ITRs. Mr Samarajiva argues that this is necessary because of pace of change in this market. I would argue that rather that for the ITRs to remain relevant in such an environment they should not be so detailed and intrusive, but rather be broad and flexible enough to capture the increasingly complex structure of the market and set out any core general purposes necessary. The consequences of such a fundamental change  as Mr Samarajiva proposes would need to be clearly and carefully considered. The current arrangements may be not be speedy but they do provide for full transparency of changes allowing all ITU members an opportunity to participate in a debate in any changes to the ITRs.  

3. Comments on paper by Herr Lieser

I am in general agreement with Herr Lieser’s summary of the changes in the role of Government following liberalisation of markets and the implications for regulation of the separate national and international markets. In particular, I support his assessment that for liberalised markets the Government’s role is implementation of telecommunications policy not operations and that the finer details of the handling of operations should be left to the respective providers of the services.
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