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	Summary: 

	Proposed CEPT position on Art. 6 (Charging and accounting)
, Article 9 (Special Arrangements) and Appendices 1, 2 and 3.



	Proposal: 

	For consideration.



	Background: 

	


Background

Considering i) of Resolution 171 (Guadalajara, 2010) states “that the international telecommunication/information and communication technology (ICT) environment has significantly evolved, from technical, regulatory and policy perspectives, and that it continues to evolve Rapidly”.
Pursuant to this principle, CEPT considers that Article 6 (save for Article 6.1.3) and Appendices 1, 2 and 3 of the ITRs are no longer relevant in the current international telecoms environment. 

This paper intends to provide elements to support CEPT position on this matter and proposes some principles to pave the way for the transfer of the detailed operational provisions contained in the ITRs to lower level non-treaty instruments, which could more easily be updated and aligned with the dynamism of the telecommunication market. 
Analysis

Multitude of Arrangements

The inadequacy between the ITRs and the situation concerning accounting / settlement arrangements is a long standing process.
In 2000, in a report submitted by Working Group B to the Expert Group on the reform of the International Telecommunication Regulation, Mr. Matsudaira (Japan) 
 stated that: “One of the major “inconsistencies” between the ITRs and today’s “real” market is said to be the area of accounting/settlement.  (…)  The reality in the market today is that it is no longer required to provide an international service on a joint or a bilateral basis.  (…)  Rather than jointly providing service on a 50:50 basis, carriers with originating traffic now have the choice of selecting the least cost route, and to trade volumes of traffic.  Terminating carriers vigorously compete to provide termination and transit carriers strive to hub and re-originate traffic. Telephone minutes and routes have become commodities.  The situation is far from that contemplated when the current ITR were written”.

If in 2000 the inadequacy of the ITRs with the international telecommunication market situation was already a reality, in 2012 such inadequacy is even more prominent.

The liberalization of the telecommunication sector led to the entry of new competitive operators / service providers into telecommunication markets in a growing number of countries. The presence of these new players made it possible for operators / providers in third countries to deal with more than one partner in the delivery of international calls, allowing different sort of arrangements and lowering prices.

In addition, technological development also played a key role in shifting the dynamics of international telecommunications. For example, the increasing use of VoIP, which bypasses the international accounting rate system, has further undermined the system’s relevance.
The demand for international phone calls has increased and advances in technology have enabled the cost of providing telecommunications service to decrease dramatically. 
While there is limited data about the proportion of international traffic which is settled under the accouting rate system
, it is clear that a combined effect of liberalisation and tecnhological development has contributed to a general decline not only of the use of the accounting rate system, but also in the relative importance of international voice traffic over the PSTN.
According to TeleGeography Report
, International carrier traffic transported as Voice over IP (VoIP), excluding PC-to-PC traffic, accounted in 2009 around 26% of the International call volumes (up from 0,2% in 1998). 
The myriad of arrangements has also impacted on the level of accounting rates. As acknowledged in ITU-T SG3 website
 “There can be no doubt that those significant [accounting rates] reductions were in large part engendered by the liberalization and privatization policies implemented by the vast majority of the ITU’s Member States. The average accounting rate declined from its initial value of 1.06 Special Drawing Rights (SDR) in 1988, to its lowest reported value of 0.047 in 2008. That represents a compound annual decrease of about 15 percent per year over 20 years”. 
Impact on Consumer Welfare and retail prices
Economic literature stresses the strong positive correlation between settlement rates and retail prices (eg. Carter and Wright, 1994). 
Wright (1998)
 argues that the settlement rate can be used as an instrument of collusion between carriers. Using extensive data, Wright simulates results which suggest that a “collusive outcome is only likely to be suistanable in the situation (…) where alternative forms of competition such as settlement rate bypass are prevented. Without these restrictions, competitive pressures are likely to drive down settlement rates towards the marginal cost of incoming calls”. 
As a conclusion, Wright expresses the view that when settlement rates are set at competitive prices, consumer welfare will increase and retail prices fall.
Indeed, consumers worldwide are benefiting from falling retail prices of international calls. Telegeography estimates that in 2009 the world average retail price of an international call was less than one-fifth of the USD 1.20 per minute price from 15 years ago.  As an illustrative example, the average fall of retail price of international fixed phone calls originatined in Portugal was steeper than the decline of retail prices for fixed domestic calls. In 2000, the average retail price for a international fixed phone calls originatined in Portugal was €0.31 / minute down to €0.11 in 2010, which corresponds to an annual compound rate of decline of 10.8%.
Therefore, CEPT positions in this regard should be interpreted in the light of this positive outcome that international telecommunication market has delivered to consumers in the last couple do decades.
Proposal / position

General position
In line with Criterion 1 (“General compliance with key principles indicated in CEPT contribution C35”), CEPT considers that the ITRs should not dictate the detail of how private operators conduct their commercial activities with operators in other countries in the current liberalised and competitive international telecommunications market. 
The basis for this criterion is laid down in Resolution 171 “Preparations for the 2012 world conference on international telecommunications” (Guadalajara, 2010) which in its “Resolves further” reads that proposals for the revision of the ITRs shall “reflect, inter alia, strategic and policy principles, with a view to ensuring flexibility in order to accommodate technological advances” and “are of relevance to be included in an international treaty”.

In addition, CEPT supports the view that the ITRs should be technological neutral and in no circumstance should provide prominent treatment to a sort of arrangement over others.
In particular, the accounting rates system is one among different sort of arrangements that are currently used by the industry and therefore the ITRs should not provide a prominent treatment to it.
CEPT considers that any reference to particular arrangements should be dealt within ITU-T Recommendations which can more easily be adapted to technical developments and market circumstances.
Therefore a review of current recommendations should be the priority activity rather than an inclusion of a reference to these texts in the ITR’s.
In line with this general position, CEPT presents its view on concrete provisions.
Art. 6 and Appendices
CEPT considers the proposal from the USA on provision 6.1, a positive contribution for consensus and is aligned with CEPT general position above. 

Therefore, CEPT supports the USA proposal using the term “operating agencies” instead of “Recognised Operating agencies”
: 
CEPT Proposal

MOD: International Telecommunication Service Arrangements Charging and Accounting 
MOD: 
6.1 Subject to applicable national law, the terms and conditions of arrangements between ROAs operating agencies for the provision of international telecommunication services shall be subject to mutual
 commercial agreement.  
CEPT proposes SUP of the remaining provisions of article 6 (except provision 6.1.3 on taxation) as well as Appendices 1, 2 and 3 of the ITRs.

Art. 9 – Special arrangements

CEPT considers that “Special Arrangements” provide the ITRs with the necessary flexibility to accommodate a wide variety of settlements.

CEPT Proposal

MOD: 9.1 a) Pursuant to Article 31 (Nairobi, 1982) Pursuant to Article 42 of the Constitution, special arrangements may be entered into on telecommunication matters which do not concern Members in general. Subject to national laws, Members may allow administrations* operating agencies or other organizations or persons to enter into such special mutual arrangements with Members, administrations or other organizations or persons that are so allowed in another country for the establishment, operation, and use of special telecommunication networks, systems and services, in order to meet specialized international telecommunication needs within and/or between the territories of the Members concerned, and including, as necessary, those financial, technical, or operating conditions to be observed.
On provision 9.1.b), CEPT supports USA proposal as technical harm to all telecommunication facilities should be avoided, not just to third countries.
CEPT Proposal
MOD2: 9.1 b) Any such special arrangements should avoid technical harm to the operation of the telecommunication facilities of third countries
Finally, CEPT proposes SUP to provision 9.2
.
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� Excluding the provision 6.1.3 (taxation)


� �HYPERLINK "http://www.itu.int/osg/spu/stratpol/ITRs/auth/Summary_reports/ITRWGB2,%20thwaites%2020%20April.pdf"�http://www.itu.int/osg/spu/stratpol/ITRs/auth/Summary_reports/ITRWGB2,%20thwaites%2020%20April.pdf� 


� FCC publishes relevant data on International Traffic Data. According to this data, in 2009, only 6% of the international outgoing calls in the USA is settled pursuant to the accounting rate system down from 85% in 1998. �HYPERLINK "http://transition.fcc.gov/wcb/iatd/intl.html"�http://transition.fcc.gov/wcb/iatd/intl.html� 


� �HYPERLINK "http://www.telegeography.com/page_attachments/products/website/research-services/telegeography-report-database/0002/1994/TeleGeo_exec_sum.pdf"�http://www.telegeography.com/page_attachments/products/website/research-services/telegeography-report-database/0002/1994/TeleGeo_exec_sum.pdf� 


� �HYPERLINK "http://www.itu.int/en/ITU-T/studygroups/com03/Pages/hs-acctrate.aspx"�http://www.itu.int/en/ITU-T/studygroups/com03/Pages/hs-acctrate.aspx� 


� �HYPERLINK "http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.31.8572&rep=rep1&type=pdf"�http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.31.8572&rep=rep1&type=pdf� 


� Cf. German proposal on legal matters


� With the understanding that “mutual commercial agreement” cover both bilateral and multilateral agreements.


� 9.2 - Members should, where appropriate, encourage the parties to any special arrangements that are made pursuant to No. 58 (9.1) to take into account relevant provisions of CCITT Recommendations.





