Dr. Ulrike E. Berger-Kögler

Head of Regulatory Affairs

debitel AG

Ulrike.Berger-Koegler@de.debitel.com

Proposal for the 18th European Regional ITS Conference

Istanbul, Turkey 2-4 September, 2007

International Roaming Regulation
Ulrike E. Berger-Kögler

Despite a general trend of lower prices for national mobile telephony, prices for international roaming calls are still relatively high in comparison, even though many operators have reduced their prices since summer 2006. There has been a growing suspicion that roaming prices are far above / exceed incremental costs and create welfare losses. Due to the cross-border-character of international roaming, the European Commission has been dealing with this  problem since 1999. 
Firstly,    this paper asks the question whether the cost-exceeding roaming prices really create welfare losses or if they are Ramsey prices that lead to an efficient second best solution concerning the specific cost structure of mobile networks. 
The European Regulators Group (ERG) is of the opinion that the level of wholesale prices for roaming does not conform to the efficient price level. The following observation of market behaviour may confirm this opinion. Knowing that roaming prices on the wholesale and the retail level will be regulated, some mobile network operators have reduced their wholesale prices by about 50%. It is unlikely that these reductions were caused by sudden efficiency gains, but that the wholesale prices were much too high before.
Secondly, the paper takes a closer look at the impact of strategic alliances of mobile  network operators. The main objective of these alliances is to provide advanced global und seamless telecommunication services to their customers. The bigger part of roaming traffic is being dealt within the alliances. ERG reports that traffic volumes from or towards alliance members are replacing the volumes previously directed towards non–alliance operators, even if in some cases a discount scheme has been set up with these independent operators. The question is whether the traffic direction is a result of price policy or other strategies pursued by alliances.
Nevertheless, according to the Austrian Telecom-Control-Kommissions analysis of market 17 (market for international roaming), wholesale prices that non-members have to pay have been reduced by an amount of 7,5% between 2003 and 2005, in contrast to that, the intra-alliance prices have been reduced by an amount of 35,5% over the same period. It seems to be that alliances have a positive impact on wholesale prices between their members. But they may have a negative impact on competition if it becomes difficult for other operators to enter the market or to continue to compete. In this case the market may have a tendency to a narrow oligopoly and the choice available to customers will be restricted. It should be discussed whether the positive impact outweighs the negative impact on the market or not. 
Following the opinion of the ERG that roaming prices are a long way away from the efficient price level the paper discusses what the best way will be to deal with the problem.
Having the potential problem of alliances in mind, the following possibilities will be discussed:

· The wholesale part of a new EU-Regulation for international Roaming
· A stock exchange for roaming minutes
After that, the paper takes a look at the retail market. The main difference between the retail market for roaming services and the quite competitive retail market for national mobile telephony is the degree of price transparency. Though price transparency on the national retail market is high, the new eurobarometer study says that more than four out of ten Europeans do not have a clear idea of the cost of calls abroad. It can be stated that there is a lack of price transparency on the retail market for roaming services.
A lack of price transparency will dampen the price competition because even if retail prices are reduced there will be no increased traffic. So there is no incentive for the mobile providers to reduce retail prices. An increase in price transparency seems to be the solution of the problem. But how can we get that?

The following possibilities will be discussed:

· the retail part of the new EU-Regulation for international roaming

· monitoring the retail prices and announcing them on a web-site by for example the European Commission together with the incentive especially of late entrants and MVNOs to increase price transparency to gain customers 

The paper comes to the conclusion that the regulation of the wholesale and the retail market is too severe. An adequate regulation of the wholesale market, the mentioned measures to increase price transparency on the retail market and the incentive of mobile providers to increase transparency for their customers should be enough to achieve a competitive outcome.  
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