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European Commission Consultation on 

Universal Service Principles

Response from the 

International Telecommunications Users Group (INTUG)
Executive Summary

INTUG welcomes the opportunity to provide a response to the European Commission‘s consultation on behalf of business users who depend today on access to networks. 

The INTUG position on Universal “Service” has been consistent for many years, having evolved from the first days of competition, when the ex-monopoly incumbent was required to ensure that the provision of basic services to all was protected, when the operator might wish to cease provision of services, due to their uneconomic nature providing inadequate return to shareholders.  There has been much debate and inconsistent conclusions around the world as to the real net cost (if any) to an incumbent, or SMP operator, of having to provide ”universal service”.  The issue has become a dinosaur in terms of its scope, which relates to the era of fixed telephony, printed directories, call boxes and state monopolies.

There are three main areas associated with this consultation on universal “service” principles, which most concern INTUG’s members and those they represent.

Firstly, the term Universal Service is becoming increasingly inappropriate to describe the issue being addressed.  Universal Access is a more appropriate term, since the issue is about ensuring the ability to participate in modern society, as an individual, or a business.  The take up of services, of which only some will be communications, is a quite separate issue, for which different industry mechanisms and different sources of funding are more appropriate politically and socially.  Furthermore, the funding of Affordability, as opposed to Availability, should be subject to different social and fiscal considerations.  There is a serious risk of scope creep.  The telecoms sector should not be a source of funding for a range of laudable political and social objectives to do with e-health, e-Education, energy, social mobility, transport etc, whose departments should fund commercial service usage.

Secondly, Universal Service (or Access) is not simply an issue for the mass consumer market, but is also vital to the business market, and its need for access to services.  If a business is to succeed in the modern world, it must be able to reach not just some or most, but all of its business partners and customers with innovative business processes, based on on-line communications, wherever they are, and this requires universal access.  But it is not necessarily the same quality of access as that defined by current headline broadband measures geared to the mass consumer market.  Upstream capacity, actual performance, latency, contention ratios, resilience and service reliability, and total actual operational quality are also critical prerequisites.  The definition of universal access must not be just a mass-market headline downstream offering, which oversimplifies the goal.

Thirdly, Universal Access provision must not limit the availability of any service function, application or content, and hence must be provided in an open competitive market, so a business can contract for its supply from a single provider, covering multiple Member States (and countries outside the EU).  It must be an enabler of seamless service, not a potential barrier.  The link with the NGA recommendation wording is therefore crucial. 

This may be facilitated in some cases if the Universal Access provision (possibly within the terms of an extended obligation) is based on some form of separate operating entity.

The overriding principle here relates to network neutrality and interoperability at all levels.

Some INTUG members are in countries without a significant issue concerning access to service from remote and rural areas, for example due to the existence of near 100% penetration of cable, and hence this issue has not historically been a priority in their representation of business users.  This suggests that in those cases, some Member State or even regional flexibility may be appropriate.  But for most INTUG members, and those they represent, and this includes countries outside the EU, a guarantee of universal high speed broadband access remains a key priority, to ensure digital inclusion in society and the economic benefits that come from seamless universal connectivity for business. 

A recent BBC survey in the UK found that 80% of people believe access to the Internet is a basic human right.

INTUG recommends that the universal service principles are established in such a way that if a universal access obligation is established for a single organisation that it does result in the service provider of the obligation becoming the chief beneficiary, with the monopoly profits previously accruing to incumbent state-owned operators.  Competition must not be sacrificed in the pursuit of providing Universal Access. There must also be legal contingency plans to cover for the eventuality of the failure of the universal access provider, guaranteeing continuity of service for customers.

Specific responses to the questionnaire are included in the following pages.

Nothing in this response should be considered confidential and the document will be made  available openly on the INTUG website at www.intug.org/documents

Comments or questions concerning this response should be addressed to:

Nick White, Executive Vice President

International Telecommunications Users Group (INTUG)

Nick.white@intug.org
Tel: +44 20 8647 4858  

Mobile: +44 77 1009 7638
INTUG Response to Specific Questions in Consultation

Question 1:

In today's competitive environment, can the market be relied on to meet demand for basic

e-communications services from all sections of society, thereby ensuring social

inclusiveness?

INTUG Response

Assuming that the definition of “basic e-communications services” demands connection to 

high-speed broadband, it is extremely unlikely that a free market would deliver what is

needed, for example for e-healthcare, e-education, smart grids and public safety.  In most

countries, these services are delivered by the government. 

Question 2:

If not, what is the best policy to allow disabled consumers, those on low incomes and

those living in geographically remote or isolated areas to access and use basic

e-communications services?

INTUG Response

Enabling these special need categories of consumers to access services, when there is an

inadequate economic return on the required investment per se, may require some

relaxation of the State Aid rules to enable funding from general taxation allocated to the

state departments responsible for such consumers.  This may be the Health Department,

Social Services or Regional Development Agencies, depending on the political structure

within a country.   The Communications sector is an inappropriate source of funding for

this purpose.  Levies on operators or surcharges on customers would suppress the 

economic growth of the sector, which is a key driver in overall growth.  However, a political

solution is essential to ensure that those in expensive-to-reach rural regions are not denied

the fundamental right of access to telecoms, just as they are safeguarded for access to

other services such as roads, schools, water, electricity and hospitals.

Question 3: 

Broadband for all is a widely-stated policy objective at national and European level. 

What role if any should universal service play in meeting this objective?

INTUG Response

There must be a clear, practical and effective framework of rules and guidelines within which a mixed economy approach to the provision of universal access can flourish.

Full broadband roll-out in every Member State needs strong national government policies that support universal access.   The United Nations, the ITU and OECD all support this. The European Union must assist, stimulate, facilitate and later on perhaps coordinate and harmonize universal access, to make sure these developments are truly universal.

Question 4: 

What impacts could an extension of the role of universal service to advance broadband development have in relation to other EU and national policies and measures to achieve full broadband coverage in the EU? What other impacts would be likely to arise regarding competition, the single market, competitiveness, investment, innovation, employment and the environment?

INTUG Response

Universal access to high-speed broadband is a prerequisite for the Digital Agenda, already announced in the Ministerial Declaration.  It is fundamental to building a successful Digital Economy in the EU, and to economic growth, productivity improvement and job creation in the Single Market.  To succeed, this must be based on open and competitive markets.

The objective is overall social and economic welfare, not optimising the balance sheets of the state-owned, or private telecommunications industry.  There is conclusive evidence, e.g. the OECD report of December 2009, that universal broadband generates enormous economic benefit and employment.

Question 5: 

If universal service obligations should prove necessary to achieve the policy objective of broadband for all, at what level (EU or national) should such obligations be defined, taking into account the different levels of market development across the current Union of 27 Member States?

INTUG Response

NRAs should be given a formal remit to adopt universal access as a national policy within negotiated targets and timescales.  The aim cannot be achieved piecemeal, as there is a temptation to focus on urban conurbations with inefficient duplication, whilst neglecting areas with fewer customers and poorer economic returns.  Universal access, by definition requires a universal (i.e. a national) policy and plan within each Member State.

Question 6: 

If a common harmonised universal service needs to be defined at EU level, should a mechanism be put in place to balance the need for national flexibility and a coherent and coordinated approach in the EU?

INTUG Response

The risk of market distortion across the EU would be best avoided by a harmonised policy, as is now recognised in the mobile market.  Businesses operating across the EU require predictability to ensure 100% reach.  However, some INTUG members are in countries without a significant issue concerning access to service from remote and rural areas, for example due to the existence of near 100% penetration of cable, and hence this issue has not historically been a priority in their representation of business users.  This suggests that in those cases, some Member State or even regional flexibility may be appropriate.  
Question 7: 

Irrespective of the scope of universal service, are mechanisms whereby funding is provided by the sector appropriate in the context of a regulatory environment that seeks to eliminate distortions of competition and promote market entry?

INTUG Response

Sector funding mechanisms for universal access are inappropriate since they distort the competitive market and deter some potential providers from entering.  The best approach for subsidising uneconomic provision of access is to use general taxation allocated to the service provided via the access, e.g. e-Health, e-Education, local government.  The needs of the individual groups and sectors requiring subsidy must be considered appropriately to ensure access is provided, but done so competitively and in an efficient manner.  Lowest bid tendering between potential providers with service quality guarantees should be used. 

The European Commission’s guidance on State Aid is a good guideline for identifying where there is no competition, where there is limited competition and where competition is present and effective.  Categorisation of the geographical market into these Black, Grey and White areas (preferably with the agreement of the incumbent and other major private investors) would facilitate investment and eliminate the need for sterile debate.

Question 8: 

In the context of the roll-out of broadband in Europe, is it still appropriate to limit the financial arrangements of universal service to market players in the e-communications sector, while this provision would have wide-ranging benefits outside the sector, for instance, the delivery of information society services and digital content? Are other means of financing more appropriate?

INTUG Response

It is unlikely to be appropriate to continue to limit arrangements for universal service to market players in the communications sector.  This is another reasons for making the distinction between service and access, since it might, however, still be appropriate to limit financial arrangements for access, per se, to the communications sector.  In the UK, the Digital Britain report says: “The Universal Service (sic) Commitment will be delivered by a mix of technologies.  IT will be funded by £200m from direct public funding, enhanced by five other sources: commercial gain through tender contract and design, contributions in kind from private partners, contributions from other public sector organisations who benefit from the increased connectivity.”  Separating the access layer from the service layer for policy makes this issue easier to resolve.  The services that are going to be delivered on top of that can then be covered by their sector specific arrangement. 
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