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Outline

»  Scope of universal service

> Designation of universal service provider

> Cost of universal service




Scope -telephone

> Telephone (access + services)
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Scope —fixed telephone

> ... all reasonable requests for connection at a fixed location to the
public telephone network... (USD Art. 4)
> What role for mobile?

the payphone project : www.payphone-project.com
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Telephone — social tariffs

» Affordability of tariffs (USD Art. 9.2)

Member States may require that designated undertakings provide
tariff options or packages to consumers which depart from those
provided under normal commercial conditions, in particular to
ensure that those on low incomes or with special social needs
are not prevented from accessing or using the public available
telephone service




Telephone — geographical averaging
» Affordability of tariffs (USD Art. 9.4)
Member States may require undertakings with obligations to apply

common tariffs, including geographical averaging, throughout
the territory...
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Scope — Functional access to Internet

» The connection provided shall be capable of Functional access to
Internet ... at data rates that are sufficient to permit functional Internet
access
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Scope

-55.8%

— less payphones

Decrease of incumbent public payphones between 2000 and 2004/05
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Scope - payphone density

Number of incumbent public payphones per km2 in 2004/05

Average
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Source: Cullen International 2006
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Scope — less payphones + more mobile phones

Increase in number of mobile subscriptions and decrease in number of
incumbent public payphones between 2000 and 2004/05
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Share of unprofitable public payphones in incumbent's total payphone stock

Belgium | 92%

France 30%

Germany* 15%

Spain 33%

Sweden 10%

UK 58%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

*Cl estimate

Source: Cullen International 2006



Scope

> Directory Enquiry Services and directories (electronic or paper)
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Review of the scope — every 3 years

» Commission to periodically review the scope of universal service
> Directive providers for a review to be carried out
> in 2005
» Communication of May 2005
» and, subsequently every three years

> Communication scheduled for October 2008



Review of the scope

» Three tests for inclusion in universal service SCOpPe (rec. 25 and Annex V of USD)

>

Criteria 1: are specific candidate services available (coverage) to,
and used (take up) by, a majority of consumers?

Criteria 2: Does the lack of availability or non-use by a minority of
consumers result in social exclusion for those who cannot afford
them?

Criteria 3: Does the availability and use of specific services convey a
general net benefit to all consumers such that public intervention is
warranted?
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2005 Review of the scope

> Mobile communications

Criteria 1 Used by majority of P
population

Criteria 2 Lack of affordability O



2005 Review of the scope

» 2005 Review: Broadband was not used by majority of pop in 2004

lk EU25 Fixed broadband penetration rate, 1 July 2004
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Source: Comimission services based on COCOM data
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2005 Review of the scope

> Broadband

Criteria 1 Used by majority of O
population



2005 Review of the scope of USO

» Questions raised by Commission in 2005

>

Should universal service address only access to the
communications infrastructure and not provision of a telephone
service? i.e. should universal service be restricted to the provision
to end-users of a broadband access connection?

Should universal service address access at any location (including
access while on the move), rather than being restricted to access
at a fixed location as presently defined?

Is it appropriate to maintain the requirements on public payphones
and directory enquiry services?

Should the special measures for disabled users be enhanced?
Should any net cost of universal service provision be funded from
general taxation rather than from market players in the sector as
at present?
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2008 Review of the scope of USO

» Communication expected to be published soon!

> Broadband part of US scope?
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Designation of the provider

What are the various approaches to designation?

> Pragmatic:
> no call for tender if only one operator is able to do it (e.g. Austria)

> Legalistic
» Designate the incumbent (e.g. Bel

> Believer if market forces (with safety net)
» Wait for a market failure before intervening (e.g. Germany, Luxembourg)

> Play it by the book
>  Call for tender (e.g. France)

» Special role for mobile
» Czech Republic: Vodafone and Telefonica won tender to provide social
tariffs



Net cost of universal service

G/Capita
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Net USO Cost

4.61

0.71

Country

B BE (2003 - 048m
Population: 10.4m)

BFR (2006 - 029.647m
Population: 64m)

®IT (2003 - 041m
Population: 58m)

BES (2004 - 0183.8m
Population: 40.5m)

" UK (2003/4 - 00-12.6m
Population: 61m)
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Net cost of universal service

Net Cost = Total Costs minus Intangible Benefits
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Total cost of universal service

French case (2006)

Geographical averaging u 1.3m
Social tariffs U 36.2m
Payphones U 14.2m
Directory enquiry services and directories 0

Total costs U 51.8m
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Intangible benefits

French case (2006)

Ubiquity Negligible
Life cycle 0
Consumption data Negligible
Brand U 22.1m

Total intangible benefits U 22.2m




'3
* I

Calculation of the net cost

French case (2006)

Total costs U 51.8m
Total intangible benefits U 22.2m
Net cost U 29.6m




1O

B

TELECOMMUNICATIONS & ELECTRONIC COMMERCE REGULATORY SUPPORT SERVICES



