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Consultative Docum ent on Universal Telecom m unication S ervices.

F
or the last few years, universal 
service has been  a priority 
policy area for Oftel (the UK 
Office of Telecommunications). Its 

major consultation docum ent in De­
cember 1995 included the following 
proposals (some of them  quite new  
in the UK context):

1. Extending the definition of univer­
sal service to include the idea of 
affordability.(BT’s original licence 
obligations refer only to m eeting 
reasonable dem ands for voice te­
lephony at geographically uniform  
prices anywhere in the UK, w ith­
out reference to any barrier to 
takeup that those prices might rep­
resent).

2. Requiring an outgoing-calls-barred 
service (with incoming calls still 
possible) as an alternative to dis­
connection for debt; and a similar 
service as a bottom -rung low-cost 
entry for people not yet on  the 
phone.

3. New tariff packages limiting expo­
sure to debt (probably by either 
a low pre-specified ceiling on call 
spend, ora pay-as-you-go arrange­
ment).

4. Improving the Typetalk text relay 
service (similar to Telstra’s TTY 
service) and its associated rebate 
scheme for deaf users.

5. Providing predictable tariffs to en­
able all schools to afford a useful 
amount of Internet access.

6 . W hen calculating the costs of uni­
versal service to BT (or another 
n e tw o rk  o p e ra to r) , o ffse ttin g  
against them  estim ated benefits 
such as brand recognition and ubiq­
uity.

7. Introducing a Universal Service 
Fund to meet these net costs, which 
all operators over a certain size 
w ould contribute to in proportion 
to their revenues.

8 . Setting up arrangem ents w hereby 
new  operators might tender to ful­
fil parts of BT’s universal service 
obligations from which it w ished 
to withdraw.

Comparison with Australian 
USO arrangements

The new  Australian universal service 
regime, established in the Telecom­
m unications Act 1997, has many of 
these elem ents - it is funded by the 
carriers; allows tendering for the uni­
versal service obligation, or parts of 
it; and will eventually incorporate the 
text/voice ‘National Relay Service’ 
used particularly by people with hear­
ing disabilities. Affordability is able 
to be addressed through the ability of 
the Minister to regulate prices of USO 
services, and Telstra m arkets a serv­
ice called ‘InContact’, which offers a 
residential telephone service with the 
capacity to receive calls other than 
operator-connected calls and to make 
calls to em ergency services and to 
som e Telstra custom er service num ­
bers. Some special arrangements have 
been  m ade by carriers with schools,
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although they w ere not required by 
regulation.

Oftel has concluded that the 
net cost to BT of its universal 
service obligations is so low 
that it cannot justify asking 

competitors for contributions to 
any fund

During the first half of 1996, five 
w orking groups, including industry 
and user representatives, worked to 
elaborate these proposals. In Septem­
ber Oftel gave a public progress re­
port. Finally in late February, the out­
com e of all this w ork has been  pub­
lished.

New universal service arrange­
m ents must be in force w hen price 
controls on BT (British Telecom) are 
renew ed from August 1997. The latest 
docum ent is still called “consultative”, 
but the timing leaves little scope for 
change in its proposals.

The full docum ent, including a 
sum m ary, is availab le on  O ftel’s 
website (see below). This article there­
fore does not aim to summarise the 
docum ent. Instead it gives some per­
sonal reactions to the proposals from 
a consum er view point and focuses 
on  the affordability aspects, w ith 
w hich I have been  most involved.

New proposals

Most of the earlier proposals have 
survived into the latest document, with 
two notable exceptions. First, all m en­
tion of schools has vanished. This 
does not reflect any lessening of com-
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mitment to educational applications 
of telecoms - in fact, a special task 
force has m ade good progress in this 
area. However, European Union rules 
are now  clearer and w ould probably 
label as anti-competitive any univer­
sal service funding for services to 
schools.

Second, Oftel has concluded that 
the net cost to BT of its universal 
service obligations is so low that it 
cannot justify asking com petitors for 
contributions to any fund. (If this 
changes, then talk is now  of a virtual 
rather than an actual fund).

From a consumer viewpoint, it 
appears that low-income 

consumers are the losers in a 
game between the regulator 

and the industry.

Other important points for consum ­
ers are:
• The outgoing-calls-barred service 

has survived and now  carries the 
name of “Lifeline”. It has acquired 
a proposed tariff: £9.99 connection 
charge plus rental of 50p a w eek 
(£6.50 a quarter).

• the limited calling and pay-as-you- 
go packages are delayed by two 
years because of operational diffi­
culties in starting them  any sooner.

• a draft code of practice on  BT’s 
disconnection practices is 
included.

Outstanding issues

I have been talking to Oftel about 
universal service and affordability 
since 1987. In that context this docu­
m ent represents real progress. A con­
crete commitment to a Lifeline serv­
ice itself is obviously to be welcom ed. 
But some of the details give the im­
pression of less careful thought than 
one might reasonably hope after so 
many m onths’ gestation. For exam ­
ple:

• BT m arket research is referred to 
but not m ade available in full. It is 
hard to com m ent meaningfully on 
the 50p a w eek suggestion without 
seeing this research, and  w ithout 
the time or the m eans to carry out 
independent research.

• It is unclear w hether it is actually 
econom ic to collect such a low 
rental (collection costs may exceed 
the am ount collected). Is the argu­
m ent supporting a nom inal rental 
(rather than no rental, as for the 
corresponding Telstra service) eco­
nomic or “m oral” in nature? Is it, for 
instance, a matter of “people will 
not value som ething they have not 
paid  for”?) A counter-argum ent 
could be advanced along the lines 
that one does not pay a subscrip­
tion to the Post Office for the o p ­
portunity to have mail delivered.

• Payment mechanism s for the 50p a 
w eek  have not been  specified. 
Much of the target m arket w ould 
prefer to pay w eekly or monthly 
rather than quarterly.

• A comm itm ent is needed  to add to 
Lifeline the capabilities to make 
reverse charge calls and calls to 
freephone Helplines (if not to all 
freephone numbers).

• Postponem ent of the limited calling 
and prepaym ent packages for an­
other two years is a major disap­
pointm ent, w hen they have already 
been under discussion for so long. 
Furthermore, it is not clear that these 
packages will be obligatory even 
then. Here there seem s to be a 
basic mismatch betw een consum er 
preferences and the regulator’s view 
of its proper role. W hen the ‘RPI+2’ 
constraint on rentals w as lifted two 
years ago, consum er groups asked 
for this to be tied to BT providing a 
flexible range of pricing packages. 
Oftel agreed that the packages were 
desirable but decided to let BT pro­
duce them  at its ow n pace. The 
result - still no such packages. Are 
we now  to see a re-run of this 
episode?

Timing

Having spent many years inside BT 
myself, I am  all too aware of how  
long it can take to implem ent new  
services, especially if they rely on 
changes to existing systems such as 
the billing system. But I also know  
that new  services can  be brought to 
m arket fast (possibly based on new  
stand-alone systems) if there is the 
will to do  so. Commercial prepaid 
card systems are now  available off- 
the-shelf.

New universal service 
arrangements must be in force 
when price controls on BT are 

renewed from August 1997. The 
latest document is still called 
“consultative”, but the timing 
leaves little scope for change 

in its proposals.

It w ould not be surprising if BT 
had w ithdraw n their co-operation in 
providing these new  tariffs in protest 
at the decision against shared fund­
ing. From a consum er viewpoint, it 
appears that low-income consumers 
are the losers in a game betw een the 
regulator and the industry. Perhaps 
the new  entrants have a bigger role to 
play here than has been assumed.

Is there a case for requiring both 
BT and local competitors with a sig­
nificant presence (say, more than 10% 
m arket share in their franchise area) 
to provide such services?^

Universal Telecommunications Services: 
proposed arrangements for Universal 
Service in the U K  from 1997 is available 

from O ffers website at

http://www.ofiel.gov.uk 

uniserv2 /contents, htm
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