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'.' '~ ;_ , .... · 

: :.; . >. ,l:en,(~fsI!:'r;ti:;;:(':t;· :1 
The persistence of high ~is.!ttJi,;!.t;;iJ~~fibil:tii :Ja11s has led to increased 

.. ;<. :'\. '.··•_.;:::,_;:~·.}',:'_'::':f(-/>: :·•~··L .. :·:,'\·i'.;Cf•.)t·\•:_t •. t '-.-i 

interest in policy options 'i-ibioh/(:\•~tFi~lii~l(s~Cc0111Petition in international 

telephony which lease 

capacity to :i:esell some or: ill;J. • customers is one such 

option. 

\, ·' 

At present, most countrie;,:.:_ fn6J.~~i:i:'g;Yt'l¢~';c';¥,ilibb'f have otherwise liberalised 

ent:i:y into international s~~v1oe~i,~~I~tt~i~ll:J4ely prohibit resale: 

the count:cies '.-iiheu;?:/iii~~a/,~~f:6fe;t-'at,d as a monopoly on the 
!: :~ ;,:f ,'':i·t:':':,\-:·/':.:;.;:.:: ,;/,{c;/(}~;i::;.;\:'.~:; :. ./ ;, 

grounds that J!e:sa:le;(~<fu::ta] #Mll%iili,Jb,t.hei e;icclusive privileges of 

th

e monopoli~( I i~~!~Iit}\;lJ~t1\lii~i1;1 1! 
and those whieh ~l~;/~~t,!f3(o~;~~\t!i~ grounds that resale would 

be open to abuse 'by;Mi~£~ il\6~i;,tiit~t~) who could set up as , )','~·•'l•~'.,''~~,Y~,• ,,."••-•.,~, < 

resellers - eit.he:e if¼:St.ifta:i'. ~ini;~~t- o:c at the liberalised '. · · ·.\ .. :. '. ,.. , .... ,c -,~ -r.,, .. -;.!·,..-.,:::. ..-'· ri:-,· ;, " ·~, ·· 
foreign end - and \1~t!:i\~t:t~i!I~.~r in the home country to 

:, • .. •·: :;·-'>?':,•~;•:11;· :::::•••-"'.'!'"-'·•'.:·'\~·~•:'.', }l•'\ 

distort compet.'itive'\~,t~e~ i~l~!>~le, by shifting their 
.. : ' ... . :·. • .. ,p:,,:,.•_.:::,.,::,_.' '. ', .~·'.-.-.. _.,,,-:,_.,.·:_::,,, .... :: ./"''. 

outgoing trafiicif~);~ii,~:;,si/lt:<.l)\i)fi(i:{lit~brk onto leases, thereby 
., '.'_; '.,' '(~·l''·>"Y'.l;·_·l~: ...... '.''.'",~••\"'\1;-_,..~,~;\1;i··: _<:• 

reducing theit liab~if~}?<>;,i~~i;;~f~l\l\tf payments to the foreign 

carrier - a rate by-pass") . 

However, this situation is of three factors: 

(il A g:i:owing number,,o~co'ffiiil'ti~~f,f).i(ie,:],::f.b~alised or are in the 
: ·-,.: l:_. :t:; :_':·:.:~~;:-~:~:;'; ·:::.~: ·/;.rJ:<~_,}•··~:·i/;:;•:};f \: f 

process of lil)erali'ffn,'ll\:\\;\ili:',j,rb~~,h •b.'.f international services, 

with the lisl:•:-hot. i~~~[ij~i):~~,iJ{~J,an, the U .K., Australia, 
• ',i. )'. ,;; : : ' r:::~rf}',:-.::;·,:;.~,,' ,~ t?t:.-::cw.;.,·;.:.;'t\',ii:;:i:.-::.:/i. '.:·. :: 

New Zealand and swe:deii-.Y'!tbi~\S(i$11i:i;tlo ~e few obvious reasons for 
:- _,.· ,,, .• ,,,.:.<,-,:._'.:'.°,: .. ·'·'_/•_'.:\;•-.;•,:. ·.-'.-:·'!/.·' .,:, I 

prohibiting th~ ~-io;:~:;,)hj;,~f(~~~,!$,iil~en these countries, $0 
• •. :_. :'. ,1-:,-s•.i.,:::<•~,-.. ·:·'. .,.•~.:),:.·t'.·_ .. ,i.,,.::J.>''/ ·\'•!' 

that at leas( a pa~s.;~if$;},r~\i_~~~~~'tl}'4icf(e;, appears to be called for. 

(ii) The view has•;~~et!Jlt~j.~i~~,~~ltJ~ng resale not only on these 
routes but aisb bet:M~n:\tii.il.;J~t>i.i!i~~.s '~ith liberal regimes and 

: : / ,, ~ ..•• ):;f~/b•>:t~i.f:,.,,: i~'.i~;::\\:i~-:~:;'(:J\·;1,f: .:::.:[ 
others would.' ~;t.ib$'{i>~l*;~.~~;i,~~~i:.$ to reduce their charges 
and to bringi.d/¼k ~irt~¾'l~;;f~tlJj<f,;,!rt;j:lding so~ial benefits in 

' : , ;;,," ';-, ' • : ·,,>. .. ,:;;<;~1:(~:-~ ·,'·, ,'·' ,.;,),;. --·: ': '~/':':i:,,.,;'1,; · ·:. :-

excess of an:i;', :se;ci~'.~~~i(i~~?ilii;lh~!be associated with the 
• • .;,.·> · .. ~ ·-· ·>,->... :,,'.,~Vi'.·;•;_; :: ... .::··/;t,:,..,.;;:~tt\-{".{-,ii'.•'> .L: .-

transfer of t:~'Y41P,11,f{~,~t~~ii}S~~~ g:i!oviders in the liberal 



a ·/ 

. ,'.' ·>·. k/:;,:i~·;?:1?,;f.,,~,;/,,;;;;;y}(~: !':\ 
countries and i:;ji<lilr1:ii\eji¢p6it,1i8,~~t'~aies l, 

.•. :. ,' :. • ''f;(.j;j;:;_;•. ::..1IlffJ;!;~fj:It :, 
(Hi) The EC Commi~J:tori! ~%~,.~,~d'JitJlbwing resale of capacity 

between EC charges for intra-EC 

calls. .s::-.. :i' :, • 

of 

international resale, My p:iiilnik:t;/,~<l,'~'"'@,s,}*,f§J!,fne.,r-continental traffic; but 
.• ': • • ,,. '7'.',,,. ', '•: • , .. -,1:,·<··. j_;' ··,•,.>-\·1•\-· '·••,: 

the approach would not di.li£e.i; 'g~l:fy .'lrt· j:i~~'ii'ig ~lows within a region, I 
_•.: :) :: ;:: • ,:·_t:C:\,>i ~: :;_. ·::·,:, _:: :::~••'?:,-.·:~:!;,:~.tf! \·" 

will seek to highlight Solfle .0£ til:i:{i:§ei:o.t~":K\\ih'i~Ji'flict the economic viability 
'._:_: ~-: • :}/~:f< ,:' . .". >', _:':.j,_ ' .. •,.:--:-ti.'/:.=\;; '·::'-.::· 

of i:eeale operations, and t.hllit. ai:ii!$_!S;.thl'!:t't::J:~1y: impact on the major 

•• :."~·,:/•·w-· 

;.-.:, 

(i) S,l.mple z:esale . , 
\ 

r.~::)i(· 

It ia useful to begin by i;,Ons:f,:,.et\iti.\f't{h'it/!i1f~n:1y refer:red to as "simple 
• '.: .i._ ': ,.'~. '·. '(;('~}/{:\~·::..: ::~t,::;:;.)Jt-''~,\/'.,'.~1:ff~; ·:;~.: 

resale": that is, a situati¢n:,1.n,.wlff'()ll;t~jJ~v.t'«~)pro.\'ider (as against a 
•• . .. .\ r_:.>=~r<~~;w·:: . .,>~::: \?t.>~\ £-,t1ti·:;.:~(: _t •. < 

facilities~based carz:ier) ha.sCl~~l!!~}:,a~l\'~i~~{/:l'.!_~t;~~n two countries and uses 
:;. · -._ :>,:•,;.: ·'•'" 'i.-: ···: :· ... ,,:;"::, .. , ... /.,:·\'1!.:-'..l:tl.· :- r-

::::t::::~ity to offet swit.ohed '~~J;~ij;fflf6~~j~j'-:bffh directions between those 

·:·\ i'. 
··, ~ , .. 

Resellez: costs 

To offer this sez:vice, sa;t'.,~:t6tn :tiii~'iii'~~i~/j,'~~@' s home country to the 
' ;.: '.-''' ·I. ·-,.--~•i),i';:c'~:'"-':{\~ ._._._,,;;;.· .. _;:,-.:..?,·_:.:<//.i,};f::iii'i:t:: ~-:: 

terminating end, the service p~l.-;:illiitil;:f .,~l~t(traffic at the home end and 
: .":,'_·. :: •)' : , 0::(,'.•:·;:{'!;,~'\~sf.f :f ,:!.''-:f::_;Jt:~t)Jf:::; ,;;_3 

transpo:rt it to its intel:'ni!.ti9na,'l;:·gi,~.'!i~fI~:~:p,i€; the call switching and 

management associated with.; ~l'!ftiilf..}ij; ,~@;~®~, :~d closing down the call; 
t:ransport the call to the' fO~igtt:·,etidf• s~il:~,:(af:(tia;bution of the call at the 

. -:· ,: '; '.i:t·,:-,::""'·'i ·> :.//·"'):),-:::·,;;:-:❖~''.,',,~:;;:'' i; ,: 

foreign end to the called P.~1:hx;\;,~~~~#1{!;:~'fJ·ft~i; ;~d other aspects of sales 
and marketing. Eaoh of the~t! ~fj~'zi't1i,rbi)\Jt~/l~'so.b.iated oost, which in some 

cases depends on the ohai;gl'!~ ~;t ,t~•~21;1;1~f]ii~i•~Q1;, call collection at the 

home end, transport betwe~ t~e eri~,: an<f,:to~~lf; d,Jlivery or termination), 
• ·, ·: :: : . .-:.(,•::- ... : ·: .. ,_ }~;._ ;.:i;.>-:.·.;.,,_:r,:.,s,:.:,r-::r;.: ;:: :; 

in others on the costs olii ~<tU:iplil~n£,jiQ~ib.1,il{,.~~T\h..{itiplexing • and comp:ression, 

•• ·••· ~-:\ ;~~tt1f;~t7't;i~i!s::~~~;!l~~~: ~. ~ • 
1. See, for a particula:rly: :St::;on9'.:'.~¥~~in,kti''~~it.,~~1;11'.'{iew, Teleco,mnunicat:lons Resa 
in Auat:i:alia, Document s~tted:~~ tli.e,· liM!:,~it'i;~n ,J?elegation to the tenth 
session of the OECD Working. Party' .on•'~11!1~Mioat::Lons and Information Serll'ices 

""''"• ,., .. " ., .... ..., \ .... ,. . . "10:IJ: . 

I. • . •, • .. ,:>.'~:.,{'.: 
! ''..).}i':;! 

i\lt•: 



• 'I' ; ... ·,' . • . . ' ,. 

... ·.· .) tiJt;flliJ:;f~':)ltl!l;f J/!!\i~
1i~ }l 

switching, C<ill management •~i4'.pfl~i~tf~~ka?iN~~t,ithers on the service 

provider's strategic choicJJ/ ~hot~il;~tfii~}~d ieneral over-head) . 

",. """"'' ... , '° l~&ff;j., ,. ... ''" ~, .... .., 
lt is reasonabfe ;t.o';*~~hlik,:i;;~~,'.~}ii/c~irent world prices - the 

.. ,: .. ·'.:- _1.::-·--:···,},.t.,:•~ ,,~-_-._/:, ,,._--v.-:.,··➔-!~:'.··.···,·:'.\ ·::_'' 
switching, o~ and?~:ij~;;;~~~~ili:'~r;,i!ity required to handle 

'.' .-;,;- : ?:: ' ;.;;1 ?:t·,f;;--;':{:'~.::_·,:•·'/:-}i-) :;,;-·,\$:'./·ff)·;!:;:., '.,,;1 
some 200 000 ~#te;,:4ef~~it/@~:;:~:ip,f?:ircuits (derived by a 

.. ~ }>J·, . :: :,/' ,');.;·:-•:::--;'.\>'~.•;,,' ;: ,.t):' -~',.(•1~--~t:1·.,~-•. ,;','..:~';;!•:/.:: ;;_,/ 

compression :f;~;;b'o,t-§!i~~(#~~.~\~~~)l~:t>k) would cost around $1 

million, tra1JF1~in~tti~f~~f~~~,wt~P~t (assuming a fifteen per 
cent real rat~ 0~ i:ihi;#itfJit:iia.\ffia}i$'375 000. This implies a 

: ,,::· ·,\_ - J:"::·}.t.+:t::),:::~;:"!;.}~{;';-,'-.'.,:\;f.'.·-h:~:{~"-:., •. :;,: 

capital cost }?~r'.miil:'ti,$'!!~,£:1!:fil:•ii~~~ ~6. 12 at each end. 

::·:::~ :l.WL: :'::.::-:: :,::~: 
and administiat.ion;:~'iilitt.M'i.t'g"b,~Ji.~b'Ciri!,r and reeeivables costs 

.; • ', .. --.~~''•''j."i' .'\:.,·,.-,.'.":;.";-\''.J"_.'~';,,_1,:f'.i;:;,, \·., 
associ<1ted wit!i t-he.::11\~?e?pr!:~l!i~~ive parts of the market . 

. · ;_ i ,"//i:ti!li:L'.i~f1s1~~~ltif;: j\i 
'l'otal direct .;~s#s ,~(f\;t;'i,'i~~:')i~ ~f around $0. 50 per minute 

befon charg~~.•c'f~l: i"~·~~a\i'.f!~~j$jf~)~n¥: for domestic and foreign 

Now, effective are unlikely to 

fall below $36 years) per derived 

around $0.18. If 

domestic reticulation we~ 'ehil.r~d:'i'itt~'h'),ridifkji: 't~e lowest us WATS r.-tes, 
·:, • ; • .-· ~::_);J<! '/i~.~-- ... ,_.;_:'·:.\·':"t;\:_>;'.'-:_':.,~'' ;:;,;.~,:_,,: ::,,: .. 

this would mean a total tr£~s~oili;;'.~t~·;~~ifi~]i#n~~r $0, SO. Even on this 

unrealistic aseumption ab6ut .te~Mf~'il:fr~ii~ii~ t.otal reaeller cost per call 

minute would therefore be':t\f •~j;6,\i~aXir~~il~;:if.iiA~,~ ;~ seems more likely - a 
~ ·,:,_\.: , ..... :·',)· .. -~•"••p-;~,,.,•.,: -,,~·'.·\/~·: ... :.··:,"'···':"· ;~_.:•'.. 

foreign end reticulation s:hiiz:fe {!lin\'iiiliii ~,;li~~f'.6$\~li~;._ver.-ge OECLl area charge 

for the longeat distance d~eijt~~;;a_j;{f~i\tii.~e'.:'.$0. 40}, the total reseller 
: ·.t:~ .t i;:tt~;t;,.<?:.\ <::j:,;_!:J~{~~.;:,;:ti,{'l: ,/.-i 

cost per call minute would'::be0juiit\1U'ddl!i!f:,#1'Z20'irit\,' , .. ) 

"""' 1' el•uly •- ,o~~[■i,t,. ,, ond ,_.,.,, it i• 
reasonable to assume a coti.if;eiaui~i~'t;li,\~;;\\~dl{ ~ts and inter-continental 

. :•,:= ·-: ' ";"" ·,:,:·::•::·,,:y,., -.. : f~~t;J,~i-"?~:\/.:\:.:.!.;')i. :-; :_ 
transport of O, 85, so that ·a .sh:t.~·:£.'o/~l,'EE~tl.~b:£ utilisation would reduce 

average cost by around 8 p,,ir be~t> 0

~~-;~~¥iii:~/~g'kt_ also be aole to cut costs 

••• • •~ii~1111: !.:.:_: 

• '_;i\.~il1if i H 



s. 

1
• :! • f : );!:iJ,::<\tii~~f i~1~/i,{~1l I '; 

by only collecting traffic cat cioiiiat';5.o~'(fiq'i,1j1,'.1;.ia\/\jat.<!-ways or from custom'l'rS 
',! :, ?. . ::_.:?):\':)'.''-·'../~: '. i -•, /i,_~,:):,:'~:\;:.r:.<N>:/ :· Y·'.;! 

with direct (i.e. leased) 1cohnect:i6~ij••e:~1'.t!i6ii)'.g~tie"Mays. This would allow it 

to escape domestic of economies of 

scale. 
;:;-{ 
/:•, 

Carrier costs 

Overall, therefore, the below $1.00 per call 

minute. These costs can tti\bri be d-~ijf:e'b~~tf~sli~ and charges Of the 

,., __ """"· , ; ,~1~::!f~j: !: 
The direct costs (excluding/\5~t.t4\~lt~l/,~ef,;{:ii?!(a.~I) efficiently-managed, 

,',' ,.-, _-··· '·· __ , •. _.~',.,l•~_.- __ .. '.'·¥· .,. ... ,;_,,•,,'f.•,,,._·., .. , .. ·, 

incumbent carrier of switchM)inti,,'i~li£fti.~Ji:tt\t~ttic can be estimated as 
• '. t.'.:/ _'5. ·:-:i::;-~:;i~\:•~f::fC?.,\(\~-~.'[/~:~I~f{~~\; i _'.,: / 

$0.20 cents per outgoing <;all !tni~u~:•:2\.~.ipni:;,,~t~iC~ent location of gate-ways, 

and high capacity utilisatii)n ion}:ij~i~~;~l{i<l~estic :r:eticulation charges 
.• : .• • . ·'. ·:; ,t:,J.f:,.'•,::: ~:? ·;t: ··ii'9~/;:;:;/t•,q~:~":,:-,·,::• .. ;_;: ::· :-

should not exceed $0. 08 p~r·call.''W.~'iig,ti~,-igfi;total cost before settlements 

of $0. 28. With an average setJJ.4tr~~:1~f~t~)1tktrs;; ~i ves an outgoing call 
:-: :-: : .. , '. - • -.~,.::-:..:'i•; •.. ,. :·· .• , ·:·•·-w::.:-,,:, ;-:1,-,. ,..,_,..;; /• :., 

minute cost of just over $1)00; 'k)i~~V6~//~£,'i,i{~ a.~erage outgoing settlement 
.·":· .\,. 'j;:/t(:X.t->~ \.{:('.;:,;·_J:;ffi,:J:l::~/t: ).:'. ' I 

must be subtracted the sett;l.eiilen,'\~~~~~~~;;,~li,.~~d·; pn 1.ncoming calls (wh:i.ch 

outgoing calls can be reg~id.ed ¥;,~;i:i;~~Jt}ijj;~ i~yinents can be assumed to 
• ·: .'\ ), • -:-:,~:)'!:.''.'. ·:c:<•_\;:::, • -'Hl:'.·,~.:':;,.i·ti:i<\1'.!(;; : t•;; 

reduce the effective settlement r,a~:e,:~ii, t'(i~~/;Oc'u~~l)iil:g minute to no more than 
. , . -~, .. : -,.,,,:-J,;•,,< ··.:·.\'.', ;-\:~-'i/:ft(2;~:,jf}\;·;. ·,, ·, 

$0. 50 (and probably closer to/$0~i~~li:'1b'z:l'nl,j!,'i;'ij'.\ij~ij ~rrier' s per minute cost 

/.f::\~-: < :[. 
. ;:/=:~~: _: -,--. 

,; /:\/\.~-
;: 

Resale impaQt ; ,, . 
;,, .~ f 

On this analysis, reseller,,:eoatt(!'.a~,i:$'i·gh£;e:1)~€j;Jl '.h;igher than carrier costs 

even taking settlement11 ihg ic~:i;'~*;;.,~~ ::~at there is a welfare loss 

from resale, except to th,\'i ixt.~ri't;:\j:''W&J;l/i()'l:i0{~~@'! carriers to reduce their 

oha,,.,. How l"'°ly i, •1~[1 , •• /i 
If we concentrate on the <:ej,.11,~r~it;i)Af~t~;'i,~i:fil¾~i~:iion of international 

·:. •! ~ . ~':'~;:'··•;..;,.,: ~-·': -'1:.:·· ,._:;-~-:;·,'_},:',(i ... 'r.~· ~ , _. • .. 
services is liberalised ~· whi.ch '~~'l!t(;4lilC?i~:J;;,li~ qrily ones likely to allow 

resale - the answe~ must r,~~ flf-1~~;~~=,=itt;extent•. 

Take first the effect of •lioale :;·:..::l,i'Ht;:J'i'.'.':ii~f~~,2',;:.ii!IJ;ii:me originates in one of 

<bo,o ooMedo, - ~ ,,,.,... \,~/~tir Hbo,ol ,_,,._ Yhe c,o, 



' •' ' . ~ •/~~,:,j• .. ;' ;: , 

: . !iii*i~t:;1:1: tHM~lwfilf f :~1:1.01 Y1 
of the matter is that average ~oi'j;eil6l:~nf11~!'/Hil~e.~ these countries are 

already at levels similar t~ tes~~ifJ[J&£Ji\i1;itfi!i:';:rl:!1ikely below these to th" 
; :.: :.: :' ·.: : ':_:,:1 i·?fjy,tt': ::\tl.:·{;f.,:~.};;-f:i::,~:;f,<::~~.: :, _:: 

largest customers (which obtain ~1.•i{;:d£$®ilnti~:;;'.6,f ;:some 10 or more percent off 
.,-_'., ·.: :~-.:_,,,·'.: '"\::~,•;:;-~i:•"''',<· .. ··:·:, .• ~}'.Y: (~\t .. '"'..;' 

the standard rate) , Thus, the icailii'.2i,ha"f!ge;:;~pin.\'6'1i:U' (f.;iS, to the TJ, K. is 
:·:.; ·: . ~'C:/(.:~·:N)/~,.~•:'.~.;,{t:~;~•\.0~1~;;:~\::\ :'.•:·.:'_ 

currently around $l. 20 a min,ute bG~~ftalij;ngfj~unt of optional calling 

plans; that from Australia to /t.hti#;si 0{Ji{S;{i~~~je iaking account of optional 
, .:· • \ . . /:: -~~~?tt/ . : .. : )Y1-(~;:.-~t?.::~;·t;;:.~·: <; i.'. 

calling plans) around $1.30i'. ~· i$f~~~6!~,~~;cJije/tesellers having much 

r , ' 

end has a monopoly 

these countries are 

typically significantly hig;ei:- t~'ii,/~i\\!,~~~!/~~w,~n liberal countx:ies; 
, · ,. > ~~.,.·/·.;~.,-,.;,•·-'. .. ;(•,:~•.;;.~~~-:.'./f;.••k:·:\,t:::./.,' ,,J 

allowing resale could the~fol(i! b'e5,t,h,1'i@:i,t\;.to;?l~ii,'y.¢, some price-reducing effect . 
• • '.:"' • :· . :.-... .'/:';,_(,',1,'';·:.,'::,, ~}.', ;.,11.,:,\\' :: :·:·,, •.•.. -'"?!:': < ·, 

Whether this happens, how.;~:i:,;: w!{ii~~~i~'#\i~li1~~el of reseller costs, 

• :•: (. ;::,;;i3tit::½1n~:?/.~!1,q~i:1,::l!':L:: ;,·; 
In e££ect, leased rates allQ\:ttpi.~!~A:l~,:c'.~~\£;0:r:'.'iliore higher on these 

streams than on the liberali~ed ~ii~f)iiat~°ii~r~e~iller could expect to face 
: {':'.: -~. ' ... ::_;;·...:.;:;:~;; .<>< ';;•:::\?1{~,}'.-?t\~~\ _: ~: :1 

high foreign reticulation cha~\ii:f.htlii':i~f(:~;•:.~~rt~cular, no reason to think 

that the reticulation cha~s /:'at;£'.tll,~?#~(iiJi~~/Yo~d be set lower than 

current settlement rates (;i~s&iifa~;Jt~~f~f~f,~~'#.in;'~onopolists do not believe 
• • ·, '; · ·::t:.;f11~::1

:\:,~\';,.;, : •• ;::::?:,,:.::~':('.ii:::::·').:r.f-:/t< ;- s • '.: 
that current liberal-end p:dcas 'ii~',"Ui:i~}~:ftQ;?ll'ii;~l;;e::onsistent with joint 

' •f ., , :,'.;, ·• : .. : ·'. ·:•. • . •''.':: .;· ~;::-•_.t; ·•:~i :_: '. ·' :v\1.;-:'.; . ; i 
profit maximisation) , Ass\lliling, •~•e~:ti!!}',;,i;;f~r~nt average per minute 

.• • , • ·:,c-:·,i·• ,,. :":~.' •.'_...,., I. , :",.,_,:~/-••:.,,,.;':'- ,~•>c'.•· ,,. '.' 

charge from the u.s. to theee:collli¥£zi~t,f~j(}~@i~O:',i' r~ale might lower the charge 

to closer to $1.50 - not an ins.\il.m!~~~tij'd~~~~xr// but one wh:Lch (given that 
< .,;_ .. ; .. ;.'.1:.-,;,·:·:-·.:.:t··; , .. ,:-;..,.__,;:.'!~•i~:n\:::;r::: .. ·.:'. ,:•:' 

the i:esellers have much higlie~ ~~~!'.'.~~iii)~~,,:;:o: fegligible gains in 

domestic welfare. S: _ iz ;~~fff:~lif P!\:;~;~~~~~!~~fi; ;i:: 
In short, simple resale w1ii ik.i}~.iii'it~Ji~~;g¼!~;j)i, effect on prices and 

• ·.' ' ' .,: ,.~,,:. < •."._,'••'. '.·.' ·'"t'·'.·'.:'~., __ , '': ···~····,. i· :· 
welfare - far smaller tha~:,i;h' J~~~/~~(:c~'t.~t)Ji~¢il\ities-based competition . 

. ~ ·,, .,. , . ;•::· ;,,;.;,,',l,s•;.•''• 1~\1,"::..J,.-:-;~.''.;'·"~;~.~-·1•.•, ~: ·\: 

Indeed, on sOl\\e of the t~gke~t ;~~~iil1~~\~ ,'11\ight not even be viable at 

::::::.:::::.::·,:1~t11r;f If y " "· ,_'1H•• 

What factors might alter ti¾'is:all'.i1:,~i~~1,?t~.f~~ :Jorth examining. 

: ,; f tri::~;rji::i{j\{£liI;if;~it;1 • :; i 
A first on the cost side i'i!t the :~~\t:8/~fi§i'('&iti ~seller could reduce costs 

': ;· i. ·.'.: .:,: :•,•,~i·\t:J.-~>-.:;:i; \i·:fJ,<:'.(\-f(;;/;}}1:}· '.i .~ 
by using International Toll• Free:\(:I/1'.tl ii~i/)~i(iij\iJtl;,tll,e;r than operating its own 

,· ,' ' ' .. ~, t :,·· : . , ' . ' ·"': .. :::i, .. ,-.:~' ',':··;:,\ . , 

•{:;:;,,.,,,;;,~~,, :1 



F 
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facilities. As matters now ~iand \hi.ii(~e~:~t.~e~ unlikely, In effect, 

current ITli' rates from libe~i c.siiiiJa-~~ ife\iliti.i •,dr just below off-peak 
. ._ ,-._·t:::;_·''.i,-,;,_::'. .. ,.:;.:,\·:: ... /.::1_./:.•.'.s//\·.,):i.· :-: ,.'.: 

collection charges. Even ass)mdn9)!ili'lb\liifu>o~e;a~s ,and in-country 
•. ·:· _:·,;,>.~·t··•'·~-'. '·:::,',•:'::-.-.-:',.;:_:·.,:;c·, ~_,:.•:'·'•::,_.:.;.; .• 

reticulation, an ITli' resel1e~ woi.itdf;f~'qli~fa:·',d.Ai~~s ''some 5 to 10 per cent above 

the peak time rate, : ; iJI:;<<:,;;. :i.i:}~J.JI~i ;; 
Second, resellers' costs might bl!;~~ieti~a;?bY:<t~s8 1to return traffic. Thus, 

were resellers to secure reti.lih it~!~<~r~~~it¥~)/pfoportion to the traffic 

they originate - the settllment ~~,ii_fulia~j~~Wi~~di~ith that traffic would 

alter the e££ective cost t6 'them:iB~!i:;e~{i;ti~J'~£affic overseas. But this 

effect needs to be seen in its ~a(:)t,±d l)ijh(~f&i;ctions: were the foreign 

carriers to provide return ,traftih:•ii.,J·,i:lie;~'s~li.iis{\they (the foreign 
·: ' .''.:·,

0 .;_;,:i:·:/<., .·.• • .•. -;:_·.':(c;:-.;:,:,-.<:?<<';}· \' 
carriers) would presurnabJ.y want to',li,,e. nowot#e•,>l\f tll.an in the status quo anta. 
This implies that the reseJ.ieri; ~6).il~'~1.~\fd)f~~)th~ foreign carriers a per 

minute settlement no lower th~n ~i{~;:i~~,Jti::6Jit1~~nt rate; so that (depending 
.. . ". -·, ~--: : ··.>: ... : .. , .· :::· .·• ::_ :•,,:•·.'.:::r._"'.'_,. _: ·'. 

on the reseller reticulation chaf~\-aici'':Mi.'it,R.~'iJjtiar1~e of traffic in the two 
.; : '' .,, .. -.:.::· .• -. '' : .'· ', • .. :<<-··:•·::'.e.:::.,c-!_:·,'.:;,.~ '..: 

directions) a resellers' Co'Sts rn£~tba:dti~1-Zifff::i!e'.e. ;: 
• •• • .:;;tttit, :, ,::;re:?: .~1:l~j:i \ 

Thi:i:d, reseller revenues mi~il' d:'e~,tff; 'li:h.ik'i:u~tl(~ ,Offered a :i:e-filing 
' ,i < ,'. ;:'_:. 't~<f::.-;,';'_.\ . .,\. ,'.i/;;i\>"i}.'._·!ff'~,'.';,:{):· ·:,(·:_ 

service: that is, took tra$fid, ~/:¾;1;~,{~Wi,~~ih§,~ ,Otigin to a final 

destination via a transit e;uritr1}gff~:i~~f\§i')fh~ opportunities for 
'," -:.. _,/;;);:/:~) .. ":::::;•,\'\<\~;c:;\\:,ir;f;_:(~~r ,:;,:, 

re-filing depends on the degr~e tl:l:,,.-wh:lieb,,J::iilal§~t"~'l. t::harges (say, from the U. s. 
/· . ·:.:'f\•,).'i·>,,:: •• .. :_::,_:y,:,/·:;.;~::)(>J-::;~ ... -:~-: 

to Australia) exceed the SUIII ¢,f cliiii'ges ,,ert'l'li,ii'iio,t:iitai\.gular path (from the U. $, 

to Australia via New Zealarld) 'plU:s:'.1:):a1111it)!,c~~. 'i'hese dispa:i:ities do occur 

when the originating point fai th~ilJ~Ii1ii~•;!~a~~;1y -ebuntr:i.es, but are 
• • ,, : • .:::.• i.-,._/<·.l".:• ·:-,_:_-\ :;;· .,. ;;;.>.:,>.:·-·-.i;:,.: (': ··,: ·/:'._;_,~ ·: : _i, 

insignificant as between tnti g-roupj3$; libi.lia'lt}:olint:i:ies. Resale arbitrage, to 
'; _; •-_' ,_,_;_:,:.-.,·~. ,'_ ·: ./,-;:-:-~.:'/;:.~/:<.?f: ',:_;; 

the extent to which it occ\1%ud, ·,.couii:l.· .l;:h~~j;t(:i~41ly affect charge 
:· ·,_ _'.·. -:••, •':•' .. ·_; ':' · . .'-·-•:• .. "l•.:"·~,,:~_-:_-:(:'::_::·-/i?''.:.".' ___ i ;, 

distortions in the monopol:~•/,a6.un£tfitik,irl'\~¾t:!!¢i:\}af forcing .iome reduction in 
I ; •\,; .'(" })•i,/.?:},>i\',;,:\j}:::;(\J,.f~,:.r\/{;:/:: :'

1 
--, -

their charges on ~latively:·thinf:;".'f~~W',;~,11,g;s\i;~~~~ll.cej streams (for example, 
c:;-'/•f•:;·•,·j:''":''_·•·:. :·:•:' =··i '':••a .. ,,.\:·:·_'·.·:'·.'_:_h, .,· -

Europe to South America) . ffliethet'.;i1pi~6~~/;\ii,f*¼W:l.l'l.: depend both on regulation 

in the monopoly country, and on ~h~',Ei:tt~rif./t~,,~tiibh ~hese arbitrage 

opportunities, when aggreg$,ted ui;)f•~ieti!,!!d .~a.,trlti';t.uitik market scale required for 

entry to be viable, ' . ; . {l~~~i~/:;iH}}1i!~}{{):i\t ;; : 
Finally, the economic im~ctsiofi:ii~'¾i~i:.~ol.ij}d\bi:',alt~dd.fied were the foreign-end 

:·•;,.·: ,·'.· _\;-,_.-:=.:::..-.>rr:-·:.,..,,\.,?.:,_; __ )f.:;-;,;..-,;_,};;.:.: .:· ._. 
monopolist to engage in one;..way ,~~9!l#~i'~i1,t:!i~~,~-l)ass. 

,5?tW 'l~ill ,; 
.; •. ~···-rx}t· 

:·-.... ~':'\'.: 



; . .· .• .·•. ,, ,. i . . • ./(/f i':~t .··. 
Consider a monopoly carriebc:in' CQU!i)#iY.'1#:~~~ii!ll.g:'.J;,r~~fic to country B. The A 

·,:.• _. ,-... ,.,.::;.),":_ ,:.: '.. -::_:·'.:·u./ ·:_:>.:/:-.::.'./ ._ , .... 
carder could deliver its outbou~(l;:·ti:«ffi<::i:'t~;'a/i:f;country reseller (which it 

might own) in exchange for a lowQ1:\ij~~t,£7i~,iii!~i$§e • (for te,:minating traffic in 
1 ... \,,-··/,i')-(:>/,.···,, :-\' (tt';?}ii\:,\:~/, ,• 

B) than that built into the cur,:~ll.lf· aeeount'tng:,t:iite i This is equivalent to 

increasing the termination ciharge'fQ.iit;af,i:teJii eito A (since the B 

country's carriers pay as mtich as l:iet~:ibti ;j:1:,'.t1adi:
0

minute they originate, but 

receive less for the total ri\llObei.~iaflUi:Ji~~ii:~~y;te,:minate); on most 

realistic assumptions, this w:t11::.;~~}l~.:kti~ffi~~ i¢ss, since the monopolist 

is unlikely to cut prices in t,be'.:iS:ii\~~t'.{(:i.~~(i~ic~levels in that market not 
• ,' -.: ·.'.•:/,/ .. '.-._:,:::\;_'; ,::-.\·/'~-,/)\i·;\~,c.~-:-_ .\"-

usually being constrained by the:'; $.et,tleil\ei:1tiC6hfi1Je) ;< while prices in the B 

market will rise (or p,:of:Lts ~ill,;6,3;{I\"£Ji'i{J:i.i_~;;, lie-distribution mainly to 
.' _:/,::.: .. :::·:t··· •• • :----:::,-r<:-::;i,;,,>:~t} _:.· 

foreigners). It is difficult to b\liJ;i,~:l'e tMll<t''hiif'could be viewed as a 

desirable outcome of policy; • , :):; • )\)1Jiii/{: 
(ii) Carrier resale 'f ':~:0{:+,, 9 ;, ):);}'.} 

_:.:-'.:)-.,t~.,-,:.:r) -i /..·: --{}(r r~!/J Ii'; 
In short I simple resale is unlik~'\fb: ii!i:J:i:iri~ffJl::o j!!ffecti ve competition in the 

. ·. ,:','. :.-::"\•'/\ •. :_·:.:,• .\?/?-_ · __ :_· ::'::~:•·;(': .,. ·.' 
liberal markets. If allowed, it 'i;~,ua :s~kv:~:t<it:'9Itu¢e price distortions built 

: . . ' •· .\:>":::,·;::.>:-:< :;\"i:'.,, ,:·::-.::-:</-/: .,._ .. _ • 
into the stream-by-stream pi;ioing '0£i:thi,.!i\!),1t6j;>;~~: roai:kets; the net effect of 

: ;:·~:·_:_/-_:·:-·.·:·-'.• _;,,.,_,•1-:_i·'.-":_-7'<_''-'·":·_ ,;·i 

this is likely to be greateation,,~§J;iztib'¾.ii',;~}lf'~iun~ (since this is where the 

price distortions seem to. be fuos~fl~t~{''.i;'.}J':II:iii{j .; 

Greater effects may arise fi:¢iii. ~ii!i'i~ riil~l~~f&~'.~t ~s, from situations where 

a carrier in one country uses ca~~~itl',:td>~lif~'#f bas access to sell switched 

services into a country other, th~;,~ia ;~~t~i,~~~ drd.gin. 

Perhaps the most important,form::iii~!!t~~z/:{~~~,~ i;, the resale of "Country 
Direct" service. This is a tiervi1J.e,<:£Tii;,:wli:i,·~},a';ua!:'riW from country A acquires 

what is in effect a toll-f~e'. l~~]f~ij'~~f~ti~r the pu,:pose of connecting 

customers in B to an operat¢r.aii:si,se~:i.iif~~'il1f A·;: Customer billing is done 
·.,: .•• .. ,.. -:·_:·· :_ .. ··:":<.y;_,: .. ·<_t;',·.:-··<i-:'.~\' :: 

by the A carrier: and the call fa'treat~~'f(ii,;,:~£.tl~ent purposes as an 
'.·,.::,-',/_.' '-, ._::\'./: -<_:.\:.,·;_::!".,,'.~ '. -· 

outgoing A call, so that the A dar-.iil!r p~~ :t:Ai,\\,~ carrier the settlement rate 

per minute of tr;,.ffic. !!011:evei:, 1:i.hi8;i,il/i!i•jj_)ttl({1:('excluded £tom the teturn 
' · :; .:(/:: ;,:_: - : ... -.':>.L~_-:·:._'•,'.J,,/;.:N;· :, ••· • 

traffic formulas, so that .the A c:a,1i:r:le1: ~1;;,·1:e.0°lo~e a fraction of the 

in~pa~ents from B. ; ·•· ' Jt'.!i:;~,':.:/tlI~;;;;;;iir;i i: 
Originally intended to fac:1iirt.ailie~:e~:::1iii~~'.taiid bill-to-third-number 

. . . .. •. . .. . . •· . ,~('.;; ;s\: .• 

:-;\~\}/;{::' 
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odlo, _,.,. oimt .,,~I•ll~l:J.,,., •nd = ,._ •hko 
are generally only availabli 1;-6 ¥'!a:~1!-r$'.'\!-<e;'sa•lii!(,¢f ,Country Direct service 

OCC\lrs when the A carrier a,iti7e+~~~~~~;~i~l§;~e }i>f this connection by 

customers who would under <ifhir c!ii:6~6itl~,i~~-d~ed the s carrier to (i) 

place calls to country A; arid ;;(i£j/~~tn~ ~;;,~;:ttt¥a¥bit point, place calls to 
: -~-. ':;:··'.\"\::•::· ::" , .. '·•,-::-;,:··n~,c.,:;;.::,;/~ .,,_·:· 

other destinations. Three factors'. fui-l«!i. thtil'i:i!eoii.6jll.i.6illy viable, especially 
: .. : ·_:_ : '· .. '.-_:::-..,,· ::. _,c.,:;.;s:,,:.1:.;·;'·i<··;~-.:,. ;,._;, 

between the liberal countri{is f(wht'QJ,\,'(~\il<i.?,,ht~ ih'i!i' t;l).e A country) and monopoly 
,' : '. ,:-_·:.:;>' ::-:=r:·-·:./<:··~_.,. '~:,:''•;• ..... ::-rl'J' . .',':/ 

regillles (the B co11ntry) . •• . ;- .),--\;';, : , ',•:;:;;, ·:: ,·: ;_;;;::< :•;: 
~,::! ·~ ::;r::,·~~\.=:-;ii~~iJt\~~:,:t~:j~f '~,:· 

First, as Table l - drawn.~ a{~;~~~f~W~~f~i~~~ FCC2 - il.lustrates, 
,.( , -... •· • .,!;', 1t~/.:,:,t,::•,·:<' ,-~~~'1,,,hV-~ -~ .. ,,.:':,•\:~•,:'·~, .. ~., :·,:_·. 

charges from B to A (and ot.Kei d•e~i11(a:~ii~ilt)t?i,;'~wjctr~tly exceed those from A to 

B (and other destinations); :e\l',en ~J :tiit(i~/~$,ire for operator assisted 

service. Given this charg~ dispa~i~;i ~u~;~ij:'.)~iv~\ a strong incentive to be 
: •• ',,•'>.:::',·' ···.·<··:.:.:::;:\.//)~'ii{ :'J-_:,_ 

billed at the A rates, even if tb:i:it.in'i.ol,'r4!19':'-'IJ¢idi!:i-inconvenience in terms of 

::~::::t:~.:~::dU~l~-t '°'"' "ttl-nt NtH 

are still well below A co11ntr~ '¥i~!/;:C~~~?\Y,J'l,,~?~~ly for operator assisted 

service. The sum of the di:t~ct. c6l'i:\)~f•~d.l'¾i!i~)/; c8hntry Direct call plus the 
• ,: "_i .;. > ":7f:):_e\( .,. :t·_:> ~~f'.'i).-'•r;.:'.:it.;._<u1~: ::<:: 

settlement charge and the :;osii iiti~¥;}~~!~~j;;is}iconsequently below the 
, . ."_', e ·:·•·:_ ::-•,:·'';:..;,.'-•·; ,,:• ~j:/,"s;,:·:;,•_:,:;~>•-~·t. ;1.:;,' 

collect1on rate on virtual~ all'· ~J,:il•~ '-m~;'!A:{~ti,r therefore has a strong 

incentive to secure this ttilffic/){~~1'1(:iiatJi-\'¥'.'tij~e{bverall traffic it recieves 

from B is low relative to t:/hefti:a~i,i,::1_t\~~~i~~; B'(i(so that the proportional 

lOH ,. i•-P-•t ...... f' ,..,~ li 
Third, the costs of <mgagiri~ in d~~~i ~i'ii.~!ij~ i:~filing are coming down as 

a result of technical charrr-:fiI{~~~tvY::itr~~i fl( 
se:i:vice digif~1.i~~ti~-!}!Ka~il_\ji'i. U:~~ of common-channel and 

< :; , ·:·:·. :/.\$~:i ,\1~·t,tjlf/ :i~l}!-i~'i,>~~;(_~i~~:;i/);. > / 
DTMF signalliti.9 ma~~':,;[~,,t\().s;ii.(~t.'Wii: a~tomate the pro,,.ision of 

:, ·.•·' '.,·:: . ~, ,'. .. ·:r~ ;:_··,<" :'~' •• ,;:Y,;·,,:·~ ;:;/ ,.·;?\' ?/ 

Country Di.reef s~n£e~:':'~ iti.6i,\i'dt\'iii-1!f\.11!;e.t,ions such as acco11nt :·. • ,,. .. • .;_; ·, ;.:.-.:·:·_':~<:---.. : .; . :(.;,;,-,;:,.:.~·:::a;:;,, .. )•~.JJ,. r:. 
verification; . ca1J .. ~~di~¢b~jl)luili':bii.l:.'led number screening - and :f ~· ,, ' ;,, . ':; ;'":•:-~: i • ;.·!-:."' ,?: '' :,,:.:.,;,, ·.;' .,;,r-:r ·.~:·,).•,:~,:. ~ .:, 
to undertake. ¢0mp1~Vt:!eatiti±tif@)iitt'h'.~s ~ith no discernible service 

@9"adati=,' :n iti!Jif ~ :: 
2.See ncalling !?rices fot': :tti1i:.~r#~i,~~i'.~i~~el,iphone Ser'1ice Between the 
United States and Other C(;)\ri'lt;~iei~!!A, ~~119Xll:)'.'.fi',~J,ie (l:ommon Car,:ier Bux:eau to the 
Federal Comm11nications Coltiltd$1.Jio»,t\1ras,hi~~l'\!1li~. (,October 1992. 

• • •• ••• ., r -· , ,/IJi!-t~fiftt1 fi_ 

• ,. t,·. :;f ;Ii~ ;i 



,, : til;2~:illftl. , 
while at the ~~:, t~t_.}t'.b'~<:zlf~JP:1:s.ij;/j:Lo~al credit card systems 

:;, :: ·.:. '':'(\~:1(i•:i;ihi?f•:, ··•~,-:-,;:::°:/.tf'..;!l/;:;\;.(· .',:_:-; 
provide$ a basis :fot)i~~Qj~•~li,ili;:i:g~iii;r('.:4 reducing the loss on 

·~ .... bl .. ~rHf i!S't: 
The 11\ain economic effect 0!''¢611ni#J:1~£,#,ia~WX~~f:l'.i!is]to drive B country charges 

, . ;~: ·"., ·'.=···_··;"",:~/;f;;,·.·:'.,\':•.::h::'.:)_··:;.1:t::•:~;f,(:;: :(<: 
towards the A country operaiibi aiiil/S,~a i::.:i;1:~.)~t?;(firl!c:t links, and towards the 

/ .;,:,: .: ;; •_.:;::-.::'.'.:.;:(s:·'.''_:·.•(f:•:,;J.;;,T;:-:,::.y~~'.'.'.;f~\,i. _<:.:·, 
sum of the A oountry OAS cMtge a.ii'iiii~hi\Ai~liti!;'fj\sf.f.tched charge on indirect 

links (i.e. the char"e on iM· ~~ii!i~'.:~;i%ii}~[\.,Ji1d be pushed towards the 
'P :- •,' '· .. ' ,., ::·• <"''');':.:.· .: ·,_. ; :'.·,,,.,,.~:-7,'(:)••:':·'='.·>/'.'i-:':'' .. ~: 

sum of the OAS charge A->B lah~ t1l-~%~;ii.!.,~i;ljj;J~'.f,~!ijf~r~~ A->C) • Given that the 

average difference between ~h,.i'sel,;~~l~!{~~c:~J~; ~~tween OAS rates in liberal 

countries and switched ratJi, in. ij~~~~~,~~tij~) \is around 50 per cent, and ... : ,, .. ,~---..... ~r:•·~.-::.-.~'::,···:~-.. ,_ ...• ~ .. ~_, .... '.:·· -. 
that full automation will ~ll0'.1' €~:ii{ti~il~ifl'.l'.fii1:a«;id.b~ral countries to fall 

further, the impaot on pr:l.~' k_fij~iriii:iw,;;;~~;;'be>large. In practice, 
;: . ,' .. ·_:·· ?.':·,:; __ :/·•~:~'-=·.<·:-:'.:'.?i:~\t:,;~ ·-::~~r,~;};. ·:-: 

however, a country carriet,i .. ar'e· ni:>~''Wili.e!y}:f,ii/.l:ui;Jy adjust their charges to 

take account of Country oi;feut re~kt\i ~i~x(~l1~'irf~ it least initially - this 
. :·· :.:', :;),·:::::;/'t~:,::,::::_/./·1,.tr~.1;,:.:~'.J;;:\~;.;;~-? >; 

is not likely to affect a luge, •~«n.t:.,o~:,'tilt\:i'Ai\ttlcet. As a result, the A :•" ·. ':.·.·-.:.,C''·-·_c:-;·. -··:-,_._..,.._.r-.: .. --<:.-,.,.,_.: ':: 
carrlen sho~ld be able to. seeurlli:'.i'.llt/iii.it~t~!Ji;-~tai:1ly, sizeable rents from 

; ;, i :1~~,,iil ,,i arbitrage. 

'-The= will also be effects,'!~ fir¥~11€t,~ii~1})~~~il,\i;m~~ts. Country Direct i;-esale, 
.; .--:'-•~ '.:, • .::, ~•:',\i·•,~; .. ·.:;:. :.·" ·: ;:~~}:\""/ ,.-.'.-'·'.?{ ->i:i\~\:, ~:-:_~ • 

though unambiguously welf~ie ~~~{::.~ia,,.'fc~At'.piil~ents from A to B 
- .... ·.· ·•. • :·'··"~~:.\:4··.'-;.: ••. : ,..;,-;~:-~-=:-/:._ ;'{.-:.~ri·~;:-:r~ • 

oountries --highlighting d~~ ;~ag«9i~;~~t;:~::~~\\.~l;i:1oll.,, in total outpayments is 

not a eeneible goal of policy, A;'.£i~·1~fft'J.{ilith;.j B carriers might react by 

either seeking an increase, in ·t~e'i~i~£1.~li;~i~tot'.' obstructing even further 

its reduction. There is oo~aequehiri.r#o ~~~11U"i~\b~lieve that Country Direot 

resale will lead to lower the short to medium 

te - ,,. ..... ' . • :.;:.· 
:. /?i r . 

(iii) Summary arul. concl\\s!~.:: fi • 
. . ;: ) :-:•. 

This note examines the impact ;:o~f3'13th\1~J!i'(!i~,~ati!,nal capacity on call 

charges and settlements. ~ ~~,,~$~'.f~!ff:f ,~e made: 

(a) International simpli ~rZsJft·~ttt{·•i~uJiries to liberal countries 

is likely to have little because reseller 

costs are high relative rates from these 



ll; ,:,·.: 

'='""· d f -~;~tilt ti 
(b) Outgoing ,:esa.le f,:Qi!!\lil:>e~l.f:~iliii!litea/«si.til.cl,~ave a greater effect on 

prices to monopoly countri~s.; H~iiiit • th~';{~¥,{~~~ o'l this effect is constrained 
: ,:,: ·.·--: • ·_: __ ··,r;,:::-:,. _'.;:_·:.· ., . •_':\·'.'.1:-ft>:),'.-;f~]f~';{' ', ·.; 

by the much higher lease and te~t:ton,'1~f,:i~s}{th~e latter countries impose. 

: :;·::_/{->~:_;j<,1
:· .. _ >i.::.-_::_:: ///if:i/t.."~;1;{; :. ·.' .. -. 

(c) International resa1~')f~Oll\ii~(ii1£1{Ji1l/ft{J:Jti!es could be used by 

carriers in the monopoly ~~J.rl~[t~(fi~t~(~~iji: J.i:xposu,:e to ◊sit-payments . 
. '. ~·•:; ;_:. _,.,;_\~::r,,::.;.,·c:.::· .. :· ,:_:.1F:,:.:,,i:::?,.1,t_':".'~??,·' •. -~ 

Such conduct, generally :,:~f~u:,red. i#,:~(lil;i'a,~~~~~ ;:i:.ate by-passtt, is equivalent 
• ; :\' -! , ... '!.'·'.';~• 3'._;y ( . .' .. ··.-\•-l-/t/•f ;:,};\i·": .. :.,-:}•f. ·'·:· • •. 

to a.n increase in the accouhtinf,hli._€~' at\.~';:!l'~.i;li;!.'':ll,ltl\Ost unambiguously reduce 

welfare, •······ ·•· ~ i¥t> ,::et;1;.Jr!~-~;i;: : 
(d) Carriers are a.ble to r.ee1i~ ~:(),ii.t~!'~f~dd#, $ervice through corespondent 

relations at charges whieh :aiie, Ut: ,~j:i~~~~,~~f~r~int collection rates, both 

in the liberal countries and Jn:1t~*''~t,i,'9~~;t'k,}¥'.11~t#les. The resale of Country 

Direct service could have. a ;igtj_~ii¢a~'}i~~~d£i,~ 61).a.rges in the monopoly 
. . ._. :-··~:i\ ;:,;\:::,_; :\<.n:/;_::-:;t·i•/"::"·:ir.r,>,:.;~ .. ->~ 

countries, forcing them cl~l!ler. t0'{~::'f<?t{OX/~ra 7or Assisted Service in the 

Hl:>eral countries. However, in. t~i::~JiJtt/·J~~Jd~t\siprocess would [i J inm:ease 
·-.. •, ..:'. \-.';'_'.'·:: . .-. ' .-.. :' / :,t·~~1?!:.;,~,-:~;·:,,:· // ,': ~-

out payments from liberal .to illon,0P4fy•,.<:oi.itifil::!ie.t.\;a'i'i:d,liil encourage monopoly 

car:i:iers to seek inctease:!i in a~ilf:1iii11tikt!s]: ~t. least slow their decline. 

,,: :~.:~,:-~ '. :-

........._ __ _ NOMBRE P.03 


