Roaming Regulation:
The 2008 Review

Ewan Sutherland

http://www.3wan.net/



Introcduction

 Beyond Europe

 The roaming saga

e Corporate purchasing

 Voice prices

« SMS price controls

 Data and Internet price controls
e Conclusions



Solutions from beyond Europe

« Hong Kong SAR and China:
— one country, two systems
— one SIM Card, two numbers
— intelligent networks route the calls

 UAE, Saudi Arabia and Indonesia:
— Prepaid Local Number (PLN)
— Vvisiting roamers can get a local prepaid number, then buy local
top-up cards
o Celtel:
— Africa from the Atlantic to the Indian Ocean
— no additional fee for pre-paid or post-paid
— receive and make calls at domestic rate
— can buy local top-up card in any country



West Africa — Zone Orange

e |Inbound calls: free
e Calls within the zone: 150 €0.23
e Calls to countries outside the Zone:
— From Sénégal & Mali: 200 €0.30
— From Cote d'lvoire, Guinée Bissau,
Guinée Conakry: 300 €0.46
e SMS 05 €0.14

€ 1.00=F CFA 656



Asia — data roaming

* Bridge Mobile Alliance:
— 11 economies
— US$30 for 15MB
— US$60 for 40MB
e Conexus Alliance:
— pay-per-day data roaming flat-rate tariff plan



The saga of roaming

« GSM Directive (87/372/EEC)

« DG Competition:
— letters of comfort 1997 & 1999 — Art. 81 (3)
— merger controls (various)
— sector inquiry 1999

 Framework Directive (2002/21/EC):
— some inconclusive NRA investigations
* The tragedy:
— no robust market definition
— no robust economic model
— no solution
e The remedy:
— Reding Roaming Regulation (717/2007/EC)



Europe is not a single market

 Enormous variations in every measure
— the exception Is teledensity

* Percentage of pre-paid customers
 Average Revenue Per User (ARPU)
* Minutes of usage

 Mobile Termination Rates (MTRS)
 Market concentrations (HHIs)

* Influence of visitors



B Monthly bill
[ Prepaid

Malta

Italy
Portugal
Ireland

UK

Poland
Hungary
Lithuania
Czech Rep
Belgium
Greece
Cyprus
Netherlands
Luxembour
Germany
Sweden
Slovakia
Spain
Latvia
Austria
Slovenia
Estonia
France
Denmark
Finland



tes

jon ra

t

INna

Mobile term

| Bulgaria

| Estonia

| Slovenia

[ off-peak

| Luxembourg

| Switzerland

| Ireland

| Croatia

| Italy

. Greece

| Belgium

| Hungary

| Poland

| UK

| Netherlands

. Denmark

 Iceland

. Portugal

. Spain

| Slovak Rep

| Malta

1#- Lithuania

| Czech Rep

. Germany

| Austria

| Latvia

. Norway

| Turkey

. France

| Romania

| Sweden

. Finland

_
_
_
_
_
_
_
_
_
mH Cyprus




Corporate customers

« Seeking trans-national services:
— Impossible because of operator fragmentation
— operators charge country-by-country

e Seeking simple tariffs for data service:
— different home and roaming rates

— different rates for:
* phone
» Personal Digital Assistant
» Blackberry®
» data card

e Buyer power:
— exists in national markets
— is expended in call origination (and maybe call termination) rates

No evidence to date of deals being negotiated since the Roaming Regulation.




Euro-tariff

year calling- |calling- margin |receiving
wholesale |retall -retall
2007-08 |€0.30 €0.49 63% |€0.24
2008-09 |€0.28 €0.46 64% |€0.22
2009-10 |€0.26 €0.43 65% |€0.19




Operator roaming tariffs
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After the Roaming Regulation?

e EXxperience and economic evidence suggest
tendency to raise prices

 When controls end, how quickly will prices move
upwards?

e There are no mechanisms in 2002 EU directives
(or they would have been applied)

* No additional measures in 2007 EC proposals

e Scenarios:

— best case: prices will remain at 2010 prices
— worst case: rapid price increases



Text messaging

 Omission of SMS from the Regulation was
anomalous

e Strong case for controls
e Some very high prices
 We have:

— a market definition
— cost data

o Setting wholesale and Eurotariff would be easy:
— Inbound €0.01 retall
— outbound €0.03 wholesale and €0.05 retall



Data or Internet access

* Wide ranges of prices and practices
* Slow movement towards daily charges

e High prices are suppressing demand:
— nationally
— within the Single market

 However, regulation would be very hard:

— there i1s no market definition
e inclusion of Wi-Fi hot spots?
« data service or also applications?

— there are no cost data, so no benchmark prices
— some very limited evidence of third party access



Vodacom Tanzania

Tariffs quoted in Tsh, exclusive of VAT, applicable on
Vodacom Prepaid and Post-paid options. 1MB=1024KB,
1GB=1024MB, 2GB=2048MB.

Internet/WAP charged at accumulated uplink and downlink
volume per KB (kilobyte) including any control or session
establishment packets, all packet header data and formatting
data.

Data usage includes any information automatically sent or
received by the cellphone or other device, such as application
and system tool automatic update checks and downloads etc,
whether they are background or foreground (visible or not
visible) processes.

One unit equals one byte of data.

Is it lawful to ask customers to pay for packet wrappers and hidden processes?




Mobile television

e This could be the next area for roaming
abuses

e Need to ensure market structures and
practices do not allow this

* Need to build on our experiences

 Still many problems to solve:
— standards
— licensing of content



Conclusions

 Markets are fragmented on national lines
e Operators appear to be compliant
 Still no signs of retail competition

e SMS Is a very good candidate for retall
price regulation

e Data roaming would be tough to regulate

* Other parts of the world have found their
own (much cheaper) solutions
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