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In July 2006 the European Commission presented a proposal for regulation of international roaming. This paper will review this proposal as well as the subsequent changes proposed by the European Parliament. Will adoption of the proposal lead to more cost based prices on European mobile markets and what will the long run impact on competition be?

Regulation of international roaming is more complicated than regulation of other telecom services for two reasons. First the market structures on mobile markets are different than on markets for fixed services. 
Markets for fixed services are dominated by incumbent operators having their own fixed infrastructures. Regulatory intervention demanding open access to these networks will benefit new entrants and promote competition at least in the short term. In mobile markets the situation is a bit different as there is more mobile infrastructures on each market. It is therefore less obvious, what market implications will be if a similar kind of obligation is posed to mobile networks.
Second regulation of international roaming is difficult to implement at the national level as operators from more than one country is involved. 
For these reasons, a common framework for regulation has not yet been adopted at the EU level. International roaming was defined as a separate market in the market definitions made as part of the EU regulatory framework. However, regulation of this market seems to be more difficult to handle by national regulators than regulation of markets for other telecom services. While market analyses for other telecom services in August 2006 were more or less completed in most countries, only Finland had made a decision on international roaming.
The proposal for regulation of international roaming made by the EU Commission suggests introduction of price caps in both retail and wholesale markets for international roaming. The major argument for such a heavy handed regulation is that international roaming prices at present are way above cost based prices, and that roaming charges represent a major barrier towards growth in international mobile communication within the EU.
 
The suggested price caps are based on mobile termination rates (MTRs). The arguments for using MTRs are that these are being regulated already, and that they therefore in principle are cost based. MTRs are used not only as a proxy for the wholesale costs of termination, but also for the wholesale costs of origination in a foreign network. In order to keep regulation as simple as possible, MTRs are also used as a proximation for the cost of transmission of the call from one country to another. This is obviously problematic as this is a completely different service and the costs for this service is only a fraction of the costs of mobile termination. This part of the proposal has been disputed by the European Parliament. Thus the parliament suggests a price cap of 2xMTR for wholesale international roaming, while the Commission suggest a price cap of 3xMTR, if the call goes to another country within the EU. 
The suggested price cap on retail prices is the most controversial part of the proposal, as regulation of wholesale prices as a means to bring down retail prices is preferred in other telecom markets. ERG and 10 member states has all suggested to wait with regulation of retail charges until the impact of wholesale regulation can be observed. The Commission acknowledge that regulation of retail prices only should be made in exceptional cases, but that international roaming represents such a case.

An interesting aspect of the proposal from the Commission is the use of a European home market approach, which implies use of common price caps for all EU member states. This implies that determination of price caps are moved from the national to the European level. This may therefore be seen as a step towards weakening of the power of national telecom authorities and strengthening of regulation at the EUlevel. A common price cap improves transparency for consumers, but it may create a situation where operators in high cost countries may have difficulties in covering their costs in full. It may also create strange pricing schemes, where international roaming becomes cheaper than national roaming.
The paper will first assess the current market in terms of competition and pricing in order to assess the need for regulatory intervention. Second the paper will review the proposal and the subsequent consultation. Finally the implications for competition and European regulation will be discussed.
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