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Responding to this Consultation Document

With this Consultation Document, the GCC Roaming Working Group (RWG) invites and requests
GCC Mobile Network Operators (MNOs) and any other interested stakeholders to comment on
the preliminary conclusions of the RWG regarding the course of regulation of International
Mobile Roaming (IMR) within the GCC region going forward.

Respondents are requested to submit their comments to this consultation document though their
respective representatives, ministries or regulatory authorities in their respective countries.

All responses to this consultation should be submitted no later than 11:00 GMT on 06 November
2014.

Comments should be sent preferably by e-mail, or alternatively by post, to the responsible
national regulatory authority or ministry in the GCC member state in which you do business.
E-mail and postal addresses appear below.

All responses should include:
a. the name of the company/institution/association etc.;

b. full contact details of the principal contact person (name, physical address,
telephone number, fax number and e-mail address); and

c. inthe case of responses from individual consumers, name and contact details.

To facilitate the task of respondents, the GCC RWG has included questions where the

respondentsé views are sought. The foll owhéramg t ext
the O0#06 sign refer9g: to the question number

Q 6 #ormat of questions in this consultation document.

All respondents are required to structure their responses in the same sequence as the questions

of this consultation. For the respondentsd convenience, a consol
can be found in Section 14 of this consultation document.

Respondentsar e al so required to clearly indicate to which
they are referring in their responses.

For the avoidance of doubt, Od6annexd refers to a |ettel
document (e.g. section 4), and Oparagraphd refers t o a specific

throughout this document.

All paragraphs of this document are numbered in continuous sequence in order to make it easy
for referencing and referring back to.

When preparing its response, the respondent is required to provide adequate reasoning and
justifications including any benchmark studies (as available) to support such recommendation. In
the absence of appropriate justification, the RWG may not take into consideration the related
response.

In the interest of transparency, some members of the RWG may decide to make the
consultation, including all submissions received, available to the public.

Respondents submitting confidential versions of their submissions are required to mark clearly
any information included in their submission that is considered confidential. Where such
confidential information is included, respondents are required to provide both a confidential and
a non-confidential version of their submission (soft copies and not scanned copies). For any part

bo
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of the submission marked as confidential, the submitter should provide reasons and justification
for why is such part confidential.

XIV. The RWG may publish or refrain from publishing any document or submission at its sole
discretion.

XV. Responses are to be sent to the designated contact points is:
Khaloud Al-Dosari
Communication Regulatory Authority
State of Qatar
Email: raconsultations@ict.gov.ga

Tele: 00974-4499 5539
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Introduction

It is widely recognised that, in the absence of regulation, the price of IMR tends to be greatly in
excess of the actual underlying costs of supplying such services. These inflated prices are
understood to represent a burden on societal efficiency. This inefficiency also results in
individuals having multiple SIM (Subscriber Identification Module) numbers across the different
countries they frequently visit. The rationale for concern and for action by the GCC is discussed
in Section 8.

Based on the survey and analysis that the RWG conducted for this consultation, the volume of
IMR traffic and revenues are substantial, and the prices of most IMR services appear to bear
little relation to true underlying cost. Unit prices for data roaming are a matter of particular
concern.

Table 1 - Key characteristics of IMR in the GCC region (2012, in USD)

Service Unit Volume Revenue Unit Price
Calls Made Minutes 207 million 197 million 0.70
Calls Received Minutes 184 million 108 million 0.59
SMS Made SMS 72 million 34 million 0.47
Data MB 69 million 421 million 6.11

In response to these concerns, the GCC Ministerial Committee studied, consulted and
implemented a roaming Regulation in 2010. The Regulation took full effect as of 1 February
2012.1 A price cap was introduced at the retail and wholesale level on calls made within the
visited country (local calls), and on calls made to other GCC member states (international calls)
including the home country

The GCC ministers have called for a review of all other IMR services (including data, SMS, MMS
and video calls) in order to determine whether further regulation is needed. This Consultation
Documentist he GCC respoBsk to that request.

The GCC RWG appointed WIK-Consult GmbH by means of a competitive procurement process
to conduct a supporting study, including the collection of relevant data, and to serve as advisers
to the RWG on the matter.

With the help of the consultant, the RWG issued a questionnaire to all MNOs in the GCC
member states in order to determine whether further regulation is needed. All GCC region MNOs
eventually responded.

Based on the responses, together with the consultanté analysis, it appears that:

i Compliance with the Regulation appears to have been good once it was fully
implemented (see Section 6).

I The Regulation has proven to be effective in reducing the level of retail and wholesale
prices for calls placed while roaming (see Sections 6 and 9.2).

1 With the exception of one case between two mobile operators which was resolved by September
2012.
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1 These price reductions benefit consumers, as well as the GCC economy at large (see
Section 9.4).

1 The volume of minutes for voice calls originated in total has increased slightly since the
Regulation came into force (see Section 6.2.1), probably in response to lower prices.

1 Meanwhile, the volume of mobile roaming data is increasing rapidly (see Section 6.2.1).

This consultation document will discuss: (1) the methodology used to gather information for this
consultation document; (2) how IMR operates in the GCC region; (3) an assessment of the data
gathered from MNOs in the region (including any findings related to the current implemented
regulation); (4) the costs and cost drivers of IMR in the GCC region; (5) an assessment of the
rationale for action at GCC level, and an assessment of the effectiveness of the current
Regulation; and (6) the measures that should be considered in terms of retail and wholesale
roaming price control in the GCC region, together with other complementary measures that could
be considered.
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Background to the Public Consultation Document on International
Mobile Roaming across the GCC

Many governments have been concerned over IMR prices that appear to be unjustifiably high. In
the Arab World, international roaming first surfaced as a regulatory concern in 2005 at the 9th
Meeting of the Council of ICT Ministers, which proposed to undertake a study into roaming
charges in the Arab League countries, to limit the retail mark-up added to wholesale charges to
15%, and to introduce full consumer price transparency. In 2006 the Council of ICT Ministers
agreed that Arab national regulators at national level should impose obligations on operators that
included (1) a reduction of international r
acceptable in accordance with global normso (2) a lowering of Inter-Operator Tariffs (I0Ts) in
bilateral negotiations; and (3) Short Message Service (SMS) transparency measures.

In 2007, the Ar a b Regul at or s Ndraftedoa fecon{marRi&i&NoB Topming
regulation; however, based on the request from mobile operators, AREGNET ultimately decided

to pursue industry self-regulation instead.2 Commercial offers and roaming alliances were

oaming r et

surfacing as a response t o iZsomeArab st@as)e Futhertwarlor k expansi

was done throughout 2008 and 2009, and the outcome of that was a mandate to mobile
operators for sending a welcome SMS informing customers of retail roaming prices. No price
caps were set at this point.

On June 8th 2010, the Telecommunications Steering Committee presented a recommendation to
the GCC Telecommunications Ministers Committee at their 19th meeting held in Kuwait for
setting a maximum cap on wholesale and retail mobile roaming tariffs within GCC member states
as recommended by the RWG and presented by the chair of the RWG. This recommendation
was approved.

This approved Regulation was implemented and became fully effective across the GCC member

states as of 1 February 2012.3 A price cap was introduced at the retail and wholesale level on
calls made within a GCC visited country (local calls), and on calls made to other GCC member
states (international calls) including the home country. The GCC ministers also called for a
review of all other IMR services, including data, SMS, MMS and video calls, in order to assess
whether regulation is needed. This Consultation Document is a response to that request.

The RWG appointed WIK-Consult GmbH by means of a competitive procurement to conduct a
supporting study, including the collection of relevant data, and to serve as advisers on the
matter. WIK-Consult GmbH has been asked to (1) analyse (to the extent possible) the provision
of roaming services in the GCC region and identify any areas where amendments to the
Regulation, or public policy interventions beyond the Regulation, may be required; (2) define a
set of options to address any problems identified consistent with international best practice;
(3) identify the most appropriate option(s) for successful implementation; (4) assess the
possibility of using a per-second charging mechanism for both retail and wholesale roaming
charges for all voice calls, and (5) assess the possibility of using a unified per KB (kilobyte) or
per MB (megabyte) charging mechanism for both retail and wholesale charges for all roaming
data.

2 A GSMA-led initiative.
3 With the exception of one case between two mobile operators which was resolved by September
2012.
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Information and methodology

This Consultation Document is based on highly aggregated information provided by all GCC
MNOs, complemented where appropriate by information provided by GCC MVNOs. The
information was held in strict confidence, and the RWG has aimed at presenting results in a way
that is useful and yet does not allow for any conclusions to be drawn about the results of any
single MNO.

Methodology

The Consultation Document is primarily based on a survey carried out on MNOs in the GCC
region. Where necessary, clarifications were sought from the MNOs. MVNOs were also
surveyed, but the information that they provided turned out to have only limited direct bearing on
the results of the consultation. Additional information was gathered through desk research and
interviews, especially in the course of the kick-off meeting conducted on 8 and 9 September
2013. For the interpretation of data,t he RWG has al so made eaxmerence
as well as available benchmark results from other similar international practices.

In the survey, which was launched in the third quarter of 2013, MNO in the GCC region were

requested to provide detailed information about their outbound roamers4 (on the so-called visited
network).

The presentation of the results generally folows afivi si t ed n et woTh&follgpving
data were collected and assessed:

a) Traffic Volumes, which are used to analyse the roaming traffic generated by
subscribers while roaming in a visited GCC member state, and to calculate average
I0Ts and average revenues per unit.

b) Inter-Operator Tariffs (I0Ts), which refer to wholesale payments made by home
networks to visited networks. Strictly speaking, the term IOT covers only certain
payments made for outgoing voice calls, outgoing SMS, and outgoing/incoming data;
however, for simplicity's sake and to reflect a wider use often found in the roaming
literature, the term is used broadly in this document in order to also reflect payments
made under special negotiated roaming arrangements and to also includes payments (if
any) made for incoming voice calls and incoming SMS.

c) Revenues, which refer to retail revenues earned by GCC operators from their
subscribers (outbound roamers) paying retail prices for roaming on a visited network.

Table 2 provides an overview of the perspective of different operators on roaming activities in a
country, and refers to the key terms used in this document to describe the IMR environment.

4 Outbound roamers refers to MNO subscribers roaming in a foreign country.

f t he

spect i
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Table 2 - Roaming activities in country A from the perspective of different operators

Network in Roamers Type of Market yp genm:r:‘t':;‘m
Country A in Country A in Country A
g = i in Country A
Wholesale payments
Operator
pe A Home Network ’;ll:or:::i WS;';%:“ by operators
= from other countries
Operators from ; Retail Retail prices
other countries Visited Network Outbound Roamers Market paid by
subscribers

19. In a first step, as illustrated in Figure 1, the inbound roaming activity was aggregated (traffic,
I0Ts and revenues) for each GCC member state (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia
(KSA) and the United Arab Emirates (UAE)).® This data is presented from a visited network
perspective and shows the activities of inbound roamers in each country. Then the average IOTs
and revenues for each service for each visited GCC member state were assessed. In a second
step, national results were aggregated to show results at GCC level.

Figurel1-Gr aphical il lustration of

guantitative

J Country
or netonsd
total

Country A:

I Coumtry
or national
tutal

Country B:

I Counmtry
or national
total

Country X: Operator 1

A

Regional GCC Level
=3 Country A-X

20. In order to ensure the confidentiality of the information provided by the network operators, only
aggregated data and values are presented.

5 Some currency conversion was required, as several operators provided information in local currency.

aggregat
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Information characteristics and shortcomings

21. Information was eventually provided by all fifteen GCC mobile network operators. Many of the
operator responses were incomplete in one aspect or another, as not all operators could gather
the information in the requested detail from their systems. The RWG has decided to fill in the
data gaps wherever reasonable estimation was possible.

22. Key limitations regarding the data received include:

f

The information provided by the network operators was for the most part limited
to the period Q1 2012 7 Q2 2013. The questionnaires asked for quarterly information
from 2010 to the first half of 2013; however, only a small number of operators provided
information for the whole period. It was therefore impractical to analyse periods other
than from the first quarter of 2012 to the second quarter of 2013.

The network operators had little or no data available for a number of services,
such as MMS, video calls, and SMS received.

23. These limitations affect the results in the following ways:

a)

The analysis necessarily reflects various assumptions and estimates used to fill in gaps
and to compensate for anomalies.

b) Total values for all operators were calculated reflecting various RWG estimates. By

c)

contrast, average revenues and average wholesale costs have been calculated based
solely on information provided by those network operators who provided relevant data.
Given that information on volumes, revenues and costs could not be calculated under
identical assumptions; there is uncertainty as to the margins that the network operators
are realising.

Due to the nature of available data as well as the relative priority of the different services
being reviewed, the analysis was carried out only for outgoing and incoming voice,
roaming data, and outgoing SMS. MMS, video calls, and SMS received were not
analysed.
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How international mobile roaming works in the GCC

24. Section 5.1 explainst he Roami ng Wor ki ng GrlowMRd3unctionsdirethest andi ng o
GCC, using scenarios to illustrate the flows of traffic and payments. Section Q2 presents
technical aspects of IMR.

Roaming services and roaming scenarios in the GCC

25. IMR in the GCC works in the same standard manner as in other parts of the world. The standard
suite of services is offered including voice, data, SMS and MMS roaming.

26. International roaming in the GCC involves the placing or receiving of a voice call, video call,
SMS, MMS or the download and upload of data while travelling within the GCC member states or
to any country outside the GCC region.® Parties involved in roaming include the home network,
the visited network and/or a third network, an international transit carrier, an Internet service
provider, a financial clearing house and a data clearing house, the roamer and his mobile station
and a second party that makes or receives the call, data, SMS to or from the roamer. Once a
mobile phone is switched on when travelling abroad, the visited network checks whether the
mobile phone is registered in its Home Location Register (HLR). If not found, it attempts to

identify the mobile phoneds home network by

service

contact.

information using the (International Mo b i | e Subscril¥M8ld )nuintkee nt i ty (n
embedded onthe s u b s ¢ r SINbaand.6 IMR services in the GCC are offered based on 2G and
3G networks. Long Term Evolution (LTE) has not yet been fully deployed at the roaming level in
the GCC.

27. There are six main scenarios that can be identified regarding outgoing and incoming
communications made or received by roamers in the GCC. These include:

i
f
f
f
i
f

Outgoing voice and SMS:

Scenario 1: Calls and SMS made by the subscriber terminating on the visited network, the
fixed network or another mobile network inside the same visited country (local calls)

Scenario 2: Calls and SMS made by the subscriber from a visited country to the
subscriberés h onotleer GCE umerhberystat®, termenating on the home
network, the fixed network or on another mobile network (international GCC calls)

Scenario 3: Calls and SMS made by the subscriber from a visited country to a third
country terminating on a fixed or mobile network outside the GCC (international non-
GCC calls)

Incoming voice and SMS:

Scenario 4: Calls and SMS received by the subscriber from home / a third country while
in a visited country

6 Given the limited volumes of MMS and video calls, this Consultation Document excludes MMS and
video calls from the analysis.

7 The IMSI is also contained in the subscription data in the HLR. The IMSI is used for identifying a
subscriber for various processes in the GSM network, which include location update, terminating call
and roaming charging.
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I Scenario 5: Calls and SMS received by the subscriber from another subscriber of the
visited country i the subscriber can be part of the visited network, the fixed network or
another mobile network of the visited country

U Data:

I Scenario 6: Data downloaded or uploaded by the subscriber while roaming in the visited
country.

The generic sequential process that an international roaming activity follows often entails:
1 origination (including routing to the switch) and network access;
1 signalling and routing between the visited and home networks;

 international transit, and

{ termination.8

Voice calls and data for Scenarios 1 through 6 have been illustrated graphically in this section. In
the interest of readability, SMS Scenarios 1 through 5 are instead illustrated graphically in
Annex A.

For simplicity and clarity, Saudi has been used as an example of the visited country and Oman
as an example of the home country in all of the roaming scenarios included in this section. Both
could be substituted by any other GCC country. The United Kingdom has been chosen to
represent a country outside the GCC region.

Scenario 1

Figure 2 illustrates Scenario 1, where an Omani mobile subscriber makes a call from his Omani
mobile to a Saudi subscriber while roaming in Saudi Arabia. Note that the red arrows mean
signalling activity and the blue arrows show the direction of the call flow. The call is originated on
the Saudi visited network and terminates on
home network is not the destination network, it is not involved in technically placing the call,
other than in relation to non-call related signalling. By contrast, outgoing SMS messages always
hub through the home network, on their way from the visited network to the destination network.

8 For data and MMS roaming, there is no such thing as origination and termination; instead, data is
transported across the network, and the costs that are incurred are data traffic and data network costs.

t

he
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Figure 2-Scenarioli Cal |l s made inside a visited
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ot termination terminating NW, if call is not
Visited Network o

Roamer from Oman
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visited NW NW

Home NW

In regards to the charging mechanism for Scenario 1 (for both voice calls and SMS), the
roamer 6s home n epaywa wholesale Inted@penator-Tariff (IOT) to the visited
network in Saudi Arabia, which covers call origination, access, and termination on the end
network (no international transit charges are applicable in this call scenario). The visited network
in Saudi Arabia is responsible for providing the call, and typically pays a termination fee to the
fixed or mobile terminating network, unless the call is terminating on its own network (i.e. not on-
net to the network which the roamer is roaming on). The Omani roamer (subscriber or end user)
would pay a retail payment to his or her home network back in Oman.

Scenario 2

Figure 3 illustrates the most common variant of Scenario 2, where calls are made by an Omani
roamer back to Oman while roaming in Saudi Arabia (the other variant involves calls to other
GCC member states).

9 The wholesale IOT payment is formally defined as a tariff scheme between mobile network operators,
charged by the visited network operator to the home network operator for calls, SMSs or data
originated on the visited network. In this document, we use IOT as a shorthand reference for all
wholesale payments, but in practice many MNOs negotiate special preferred arrangements.

country

(f
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Figure 3-Scenario2i Cal l s made from a visited country to
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34. In Scenario 2, the call originates on the Saudi visited network, and is then routed via an

35.

international transit carrier (or via self-supplied transit) to the destination network in Oman,
instead of being terminated on a Saudi visited network. In the case of an SMS, the SMS will also
have to hub through the home network before reaching the destination network. Note that the
red arrows mean signalling activity, while the blue arrows show the direction of the call flow. The
green arrow signifies the international transit portion of the call flow. Depending on t he
network and location, the call is terminated on one of the Omani mobile networks or on the
Omani fixed network.

As regards the charging mechanism for Scenario 2 (for both voice calls and SMS), t he r oamer 8

home network in Oman makes an 10T payment to the visited network in Saudi Arabia, which
covers call origination and access, the arranging for and payment of international transit and
termination on the end network (in this case either the home network, one of the other Omani
mobile networks or the fixed network). If the end-network is the home network, the home network
self-supplies termination). The visited network in Saudi Arabia is responsible for providing the
call, and pays a transit fee to the transit operator and a termination fee to the fixed or mobile
terminating network in Oman. Some visited network operators also make a bundled payment of
transit and termination to the transit operator, who then passes on the termination fee to the
terminating network, thereby creating a cascading billing structure. The Omani roamer makes a
retail payment to his or her home network in Oman.

recipi

t
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Scenario 3

36. Figure 4 illustrates Scenario 3, where calls are made by an Omani roamer to neither a local
number nor a country within the GCC member states while roaming in Saudi Arabia
(International calls outside the region).

Figure 4 - Scenario3i Cal | s made from a visited country to a thir
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37. In Scenario 3, an Omani roamer makes a call to the United Kingdom while roaming in Saudi
Arabia. The call originates on the visited network and is then routed via an international transit
carrier to the United Kingdom instead of being terminated within Saudi .or any of the other GCC
member states. In the case of an SMS, the SMS will also have to hub through the home network
before reaching the destination network. Note that the red arrows mean signalling activity, while

the green arrow shows the international transit portonof t he cal | . Depending on th
network and location, the call is terminated on one of the United Kingdom mobile or fixed
networks.

38. As regards the charging mechanism for Scenario 3 (for both voice calls and SMS), t he r oamer 6s

home network in Oman makes an I0OT payment to the visited network in Saudi Arabia, which
covers call origination and access, the arranging for and payment of international transit and
termination on the end network. The visited network in Saudi Arabia is responsible for providing
the call, and pays a transit fee to the transit operator and a termination fee to the fixed or mobile
terminating network in the United Kingdom. Some visited network operators also make a
bundled payment of transit and termination to the transit operator, who then passes on the
termination fee to the terminating network, thereby creating a cascading billing structure. The
Omani roamer makes a retail payment to his or her home network in Oman.
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Scenario 4

39. Figure 5 illustrates Scenario 4, where calls are received by an Omani roamer from his home
network while roaming in Saudi Arabia.

Figure 5 - Scenario 4 i Calls received from home in a visited country
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40. In scenario 4, an Omani roaming in Saudi Arabia receives a call from his home country (in this
case Oman). The <call originates on the home network
preferred international transit carrier to the Saudi visited network for termination. Both networks
are involved in technically placing the call. Note that the red arrows mean signalling activity,
while the blue arrows show the direction of the call flow.

41. In terms of charging mechanism for a voice call received from home while roaming (Scenario 4),
the visited operator generally charges the international transit operator an MSRN fee (mobile

station roaming number)10 for terminating the call, and the international transit operator then
passes on the MSRN fee to the home network, together with any charges for transit costs

incurred,11 thereby creating a cascading billing structure. In most of the world, no wholesale 10T

10 The MSRN is the temporary mobile service roaming number which is assigned by the VLR of the
visited network to a roaming mobile and helps determine the location of the roaming mobile. The
MSRN maps back to the original phone number being dialled. It is used for routing a call to a mobile
station. The HLR of the home network wildl request tt
need for the MSRN stems from the fact that the MSISDN (Mobile Station Integrated Services Digital
Network Number) identifies a subscriber, but not the current location of that subscriber in a network.
The MSRN is allocated to a subscriber during mobile termination call handling and is released when
the call to that subscriber is established.
11 Some MNOs pay third parties for transit; others may have dedicated facilities. In either case, they
incur costs for transit.
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payment is applicable to calls received while roaming; however, the home network typically pays
a mobile termination fee to the visited network (in the cascading manner described). In the GCC,
however, some visited network operators charge a wholesale 10T for calls received, while others
do not.

In terms of consumer payment, the caller in Oman typically pays the normal domestic price to his
or her fixed or mobile network operator, which is appropriate since the caller does not
necessarily know that the called party is roaming outside of Oman. A caller in some other country
would generally pay the international direct dial calling charge for a call placed to Oman.
Normally, the Omani roamer would make a retail payment to his or her home network in Oman.
This unusual arrangement for roaming traffic differs from charging arrangements for non-roaming
traffic inasmuch as it is one of the few instances where the recipient of a normal voice call (in a
country subject to the calling party pays principle) is obliged to pay to receive the call. The visited
network in Saudi Arabia is responsible for completing the call in this case. In the GCC, however,
some home networks do not charge their customers at the retail level for calls received.

In contrast to incoming voice calls, there is no charge levied at wholesale or retail level for
incoming SMSs received by GCC roamers.
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Scenario 5

In this example, the subscriber in Saudi Arabia happens to subscribe to the visited network on
which the Omani is roaming.

Figure 6 illustrates Scenario 5, calls received by an Omani roamer from a Saudi network
subscriber in Saudi Arabia. In this example, the subscriber in Saudi Arabia happens to subscribe
to the visited network on which the Omani is roaming.

Figure 6 - Scenario 57 Calls received from a subscriber of the visited country
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In Scenario 5, the Omani roamer, while roaming in Saudi Arabia,r ecei ves a 0l

Saudi network subscriber. The call both originates and terminates on the Saudi visited network;
however, both the home and visited network are technically involved in placing the call i i.e. the
call hubs through the home network. (In the case of SMS, the involvement of the home network
assumes that it has implemented SMS home routing). Note that the red arrows mean signalling
activity, while the blue arrows show the direction of the call flow. The green dotted arrows show
international transit. This scenario is also referred to as tromboning, as the call is first routed to
Oman via an international transit operator and then back to Saudi Arabia, following the HLR
query regarding the recipientds | ocation.

In terms of charging mechanism for a voice call received from a subscriber of the visited country
while roaming (Scenario 5), the visited network operator charges the international transit
operator an MSRN fee for terminating the call and the international transit operator charges the
home network operator for costs incurred. The home network operator also incurs international
transit costs for sending the call back to Saudi Arabia. In most of the world, no wholesale 10T
payment is applicable to calls received while roaming; however, the home network typically pays

ocal

0
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a mobile termination fee to the visited network. In the GCC, as previously noted, some visited
networks charge the home network an additional IOT charge.

As regards consumer payment, the caller in Saudi Arabia pays the international direct dial price to
his or her fixed or mobile network operator for a call to an Omani mobile number. This is the same
payment that would have applied if the called party had been at home in Oman. The Omani roamer
makes a retail payment to his or her home network in Oman, but only if retail charges apply.12 (This
is a feature of roaming arrangements that is different from normal retail charging arrangements,
where the called party typically does not pay for receiving the call.) The visited network in Saudi
Arabia is responsible for completing the call in this case.

Once again, in contrast to incoming voice calls, there is no charge levied at wholesale or retail level
for incoming SMSs received by GCC roamers.

12 As with calls received from home, some operators do not charge their customers at the retail level for
calls received while roaming.
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Scenario 6

51. Figure 7 shows the generic process of an Omani customer accessing the Internet while roaming
in Saudi Arabia.

Figure 7 - Accessing the Internet while roaming
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52. When abroad and accessing the Internet via the mobile phone, the visited network establishes

the connection to the roamer s home net wor k.

visited \Vsiéor waatiok Register VLR)and t he home n e thetoanskebos
subscription data establishes the current location of the roamer. The visited network then sends
the Internet traffic generated by the Omani roamer via an international transit data carrier to the
roamer ds home net wor k eratof toenects chermamered thednteknet or phe
email account or other data services.

53. In terms of charging, the home operator pays an IOT to the visited network operator, which
covers the origination and access cost of the visited network, the international data transit costs
to deliver the data to the home network as well as any roaming overheads incurred by the visited
network operator.

Q1. Do you agree that the process and payment flows for each of the
roaming Scenarios as described above apply in the GCC? If not,
please provide a detailed description and explanation of how you
feel that they differ.
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Q2. Do you feel that the process and payment flows for each of the
roaming Scenarios as described above also apply in the rest of the
world? If not, please provide a detailed description and explanation
of how you feel that they differ.

Technical aspects of roaming 1 systems and processes used in the GCC

Networks and technical support systems used by GCC operators for IMR do not differ to a
significant degree from systems and networks used in other parts of the world. Roaming is
provided on the basis of 2G and 3G/3.5G networks.

In the GCC, no LTE Roaming is in place at this point in time; the development of LTE Roaming
in the GCC can be expected, however, to follow trends seen in other parts of the world.

In other parts of the world, such as North America and Europe,13 the first LTE roaming
agreements are being established, with a focus on data roaming very similar to the current data
(GPRS) roaming scenarios where data is home routed. Because VOLTE (a packet-switched
voice service that requires access to the IP Multimedia Subsystem (IMS) of the visited network)
is not yet widely deployed, LTE voice roaming is a challenge. Fortunately, most LTE operators i
due to their predominantly 3G coverage - support voice by means of Circuit Switched Fall Back
(CSFB).

All operators who responded to the questionnaire offer full pre-paid roaming services using the

CAMEL protocol.14 CAMEL for post-paid is applied by some operators to only distinct groups of

customers (e.g. VPN) and some operators offer VHE (Virtual Home Environment)15 to their post-
paid customers.

Although not all MNOs responded in relation to traffic steering, it can be safely assumed that
traffic steering is applied with roaming partners and/or networks with the required service
offerings (GPRS, 3G data, or CAMEL).

Moreover, a number of MNOs confirmed that they had real-time billing capabilities for post-paid
customers, limited however to data. Some also added the caveat that this was only to support
transparency measures. As regards real-time voice billing for calls made, this was not yet
supported, and mainly still dependent on receiving accounting files (so-called TAP files16) from
roaming partners.

13 Telia Sonera has been a | eader in this space.
roami ng Febroasyt2@13, athtip://www.eurocomms.com/industry-news/49-online-press/8898-
teliasonera-claims-european-4g-Ite-roaming-first.

14 CAMEL (Customised Applications for Mobile networks Enhanced Logic) is a set of standards
designed to enable an MNO to define services over and above standard GSM and UMTS services.
CAMEL is the typical means used to provide real-time visibility into call charges, which is crucial for
the implementation of bill shock prevention for pre-paid users. CAMEL is typically thought of in
conjunction with pre-paid services, but CAMEL can also be used with post-paid.

15 VHE offers an enriched roaming experience, where possible services include: support of short codes
and dialled number correction.

16 TAP stands for Transferred Account Procedure. A TAP file contains information about the calls made
by a roamer, and is sent by the visited network to the home network.

See
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60. As regards late call forwarding,1’ in the GCC there is not a uniform approach to late call
forwarding scenarios. One of the operators that responded has an optimal routing solution in
place, four operators (50% of the relevant responses) do not allow late call forwarding while
roaming, and three operators have implemented late call forwarding with normal charging to the
customers.

61. At least six MNOs confirmed that they made use of roaming Hubs.

Q3. Is the description of technical systems and processes used
consistent with your experience and understanding? If not, please
provide a detailed description and explanation of any differences.

17 Late Call Forwardingi s t he scenari o where the roaming customer
answering the phone (fino replyo), or not reachabl e
notification (in technical teambBo)f.ouThiosf irscaahsadef e
conditional call forwarding. Without intelligent optimal routing solutions this scenario results in a call
towards the visited network (Aleg 10) and a forwardi
platform usually). In the EU call forwarding to voicemail is not allowed to be charged. To prevent
having to bear the costs of the terminating call (including interconnect) and the originating call while
roaming (forwarding) EU operators have implemented intelligent solutions which result in a forwarding
directly to voicemail and bypassing the setup of two international calls.
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Characteristics of roaming markets in the GCC

62. This section describes the characteristics of the retail and wholesale markets for IMR services at
the aggregate GCC level and in each of the GCC member states.

Wholesale versus retail roaming activities

63. As with many telecommunication services, any analysis must clearly distinguish between retail
and wholesale activities (see also Table 2). An informal definition suffices for the purposes of this
consultation document:

64.

65.

66.

67.

1 Retail roaming activities:

(0]

These are roaming activities that are chosen and paid for by an end-user
customer, i.e. a customer that does not intend to re-sell the service to third parties.
The end-user customer might be a consumer acquiring and using services for his
or her own use, or might be an employee or businessman acquiring and using
mobile services for the benefit of his or her firm.

The mobile operator to whom the end-user pays his or her retail roaming fees is

known as the fAhome networ ko. From the home net

user who uses retail roaming services while abroad is kn own as an
roamer who generates retail revenues.

1 Wholesale roaming activities:

(o]

These are activities that are paid for by a home network to a foreign operator, to
ensure that its outbound roamers are able to use roaming services.

The mobile operator to whom the home network pays its wholesale roaming fees

fout boundc

is known as the fAvisited network?o. FFom the vis
user who enters its territory is known as an

wholesale revenues.

The GCC as awhole

This section presents roaming activities in the GCC region for outgoing voice, incoming voice,
data and SMS services. It presents volumes of traffic, retail IMR revenues, and IOT payments for

each service.

Data from the MNO survey are shown (1) as full year results for 2012 for the total GCC region
and the GCC member states, and (2) as a time series per quarter by GCC member state for the
period analysed (Q1 2012-Q2 2013).

As indicated in Section 4.2, total traffic, revenue and |IOTs are calculated for all 15 MNOs in the
GCC region, but include some estimates for missing data.

As explained in Section 6.1 and as shown in Table 2, from an MNOG s

market refers to the roaming activities of outbound roamers (its own subscribers) generating
traffic on the visited network (i.e. the network of a mobile network operator in a foreign country).
The operator receives retail revenues from the retail payments made by its subscribers.

perspective, the r
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68. From an M N O épsrspective, the wholesale market refers to the roaming activities of inbound
roamers, i.e. mobile subscribers of operators from a foreign country. The visited network
operator receives wholesale revenues reflecting the wholesale prices paid to it by other MNOs.

6.2.1 Roaming Volumes

69. In this section, roaming volumes for outgoing voice, incoming voice, data and outgoing SMS
services are presented. The following graphs refer to the data provided by operators (see
Section 4.2). In the absence of some data from some of the MNOs, the RWG has decided to
either base the finding on assumptions, or to use relevant data available from other MNOG s
submissions.

70. The data is presented so as to demonstrate the total volume and the main trends over time. Due
to seasonality, comparisons are primarily relevant between Q1 2012 versus Q1 2013, and
between Q2 2012 versus Q2 2013.

71. The total outgoing voice traffic (i.e. calls that roamers make, in minutes) generated by roamers
in the GCC region in 2012 totalled more than 200 million minutes (see Figure 8). Most of the
roaming traffic was generated by GCC roamers while roaming in the UAE, followed by Saudi
Arabia and Bahrain. A comparison between the corresponding quarters of 2012 and 2013 shows
a small increase (roughly 11%) in outgoing voice traffic year over year (see Figure 9).

Figure 8 - OUTGOING VOICE (CALL MINUTES MADE WHILE ROAMING) i Total traffic
generated in the GCC region and in the different visited networks (in minutes, 2012)
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Figure 9 - OUTGOING VOICE (CALL MINUTES MADE WHILE ROAMING) i Development of
total traffic generated in the GCC region and in the different visited networks (in minutes, Q1
20127 Q2 2013)
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72. A different traffic distribution can be observed for incoming voice traffic (i.e. calls that roamers
receive, in minutes). The total was slightly in excess of 180 million minutes in 2012 (see Figure
10). Most traffic was generated in Saudi Arabia, followed by the UAE. The incoming voice traffic
in Saudi Arabia was characterized by huge volumes in Q1 and Q2 2012, apparently as a result
of certain GCC MNOs offering free calls for their roamers on selected visited networks in Saudi
Arabia for a limited period of time. In Q1 2012 alone, more than 60 million minutes of voice were
received by GCC roamers (see Figure 11). Once these special offers were no longer available,
traffic decreased markedly to a level of between 30 and 40 million minutes per quarter.

Figure 10 - INCOMING VOICE (CALL MINUTES RECEIVED WHILE ROAMING) i Total traffic
generated in the GCC region and in the different visited networks (in minutes, 2012)
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Figure 11 - INCOMING VOICE (CALL MINUTES RECEIVED WHILE ROAMING) i Development
of total traffic generated in the GCC region and in the different visited networks (in minutes, Q1
20121 Q2 2013)
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For data roaming, almost 70 million MBs were generated in the GCC, with GCC roamers
generating most of the data traffic in the UAE, followed by Kuwait and Saudi Arabia (see Figure
12). Due presumably to increased smartphone penetration and usage of mobile data
applications, data traffic in the GCC continuously increased between Q1 2012 and Q2 2013 (see

73. Figure 13). Roaming data usage can be expected to continue to grow due to the increasing
demand for Over-the-top (OTT) services on the part of end user customers.

Figure 12 - DATA (DOWNLOADED OR UPLOADED WHILE ROAMING) i Total traffic
generated in the GCC region and in the different visited networks (in MB, 2012)
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Figure 13 - DATA (DOWNLOADED OR UPLOADED WHILE ROAMING) i Development of total
traffic generated in the GCC region and in the different visited networks (in MB, Q1 2012 i Q2
2013)
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74. With regard to outgoing SMS roaming traffic (i.e. SMSs that roamers send), more than 70 million
SMS were sent in the GCC by GCC roamers, of which most outgoing SMSs were sent in the
UAE, followed by Saudi Arabia (see Figure 14). The volume of SMS has tended to decline during
recent years, as they are presumably being substituted for to some extent by applications such
as A Wh a (see Kigupedb).

Figure 14 - SMS (NUMBER OF SMS SENT WHILE ROAMING) i Total traffic generated in the
GCC region and in the different visited networks (2012)
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Figure 15 - SMS (NUMBER OF SMS SENT WHILE ROAMING) i Development of total traffic
generated in the GCC region and in the different visited networks (Q1 2012 i Q2 2013)
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Q4. The above representation is based on the survey responses from
MNOs. Do you have any additional comments in relation to the
presentation of IMR traffic volume in the GCC?

Retail roaming activities and revenues in the GCC

The following findings are based primarily on the responses received from the MNOs in the data
collection phase, together with subsequent clarifications.

Across the GCC, the full suite of IMR services is offered at the retail level for voice, data, SMS
and MMS.18 Most GCC MNOs offer

9 standard services for pre-paid and post-paid roaming;
1 GCC specific offers; and
1 monthly travel passes including some amount of minutes / SMS / MMS or MBs.

The survey data strongly suggests that all GCC MNOs complied with the regulatory price caps
by February 2012.19
It appears that most customers use standard tariff schemes. Most MNOSs report that take-up of

special packages is low (1%-5%); however, some MNOs report that up to 30% of their customers
choose bundles.

Roaming services in the GCC are generally a default opt-out service sold together with the
domestic subscription for pre-paid customers, but an opt-in service for post-paid customers.

In terms of competitive dynamics at the retail level, most operators stated that they were aware
of roaming offers by direct competitors at national level. Some confirmed that they considered

18 Video calling is also offered by some GCC operators as a roaming service; however, this service is not
further analysed in this consultation. Based on questionnaire responses, the volume appears to be small.
19 With the exception of one case between 2 mobile operators which was resolved by September 2012.



81.

82.

34 Consultation Document: International Mobile Roaming across the GCC

competing offers and monitored them when developing and designing own offers, some stated
that they were aware of competing offers but did not take them into consideration. Operators
further confirmed that there are no direct substitutes for roaming in the GCC; however, a number

of indirect substitutes are used by consumers (fplastic roaminge?0, OTT applications in
conjunction with Wi-Fi offload, and local number offered to visited country roamers).
Nonetheless, none of the operators are monitoring the use of indirect substitutes and its impact
on roaming traffic.

In total, outgoing voice roaming generated about 200 million USD in retail revenues in the GCC
region (2012) (see Figure 16). The majority of total outgoing voice revenue was generated in the
UAE and Bahrain as visited countries .

The reduction of retail prices appears to have led to a slight decrease in revenues, which is
visible in a comparison between Q1 2012 and Q1 2013 as well as in comparison between Q2
2012 and Q2 2013 (where corresponding quarters are compared so as to take seasonal effects
into account) (see Figure 16).

Figure 16 - OUTGOING VOICE (CALL MINUTES MADE WHILE ROAMING) i Total retail
revenue generated in the GCC region and in the different visited networks (in US Dollars, 2012)
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20 Plastic roaming occurs when an end user who would otherwise be roaming acquires and uses a SIM
card from a mobile network operator in the visited country in order to obtain mobile services at
domestic prices.
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Figure 17 - OUTGOING VOICE (CALL MINUTES MADE WHILE ROAMING) i Development of
total retail revenue generated in the GCC region and in the different visited networks (in US
Dollars, Q1 20121 Q2 2013)
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83. In total, it can be estimated that about 110 million USD in retail revenues were generated by

incoming voice roaming in the GCC region in 2012 (see Figure 18).21 Most revenues were
generated by roamers in UAE visited networks, followed by Bahrain.

84. Since the beginning of 2012, the overall revenues declined, presumably caused by a traffic
decrease (see Figure 19). As noted in 6.2.1, this traffic development was mainly impacted by the
traffic peak in the visited network Saudi Arabia.

Figure 18 - INCOMING VOICE (CALL MINUTES RECEIVED WHILE ROAMING) i1 Total retail
roaming revenues generated in the GCC region and its different visited networks (in US Dollars,
2012)
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21 Note that not all GCC MNOs charge their roamers for incoming IMR calls within the GCC under all
circumstances.
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Figure 19 - INCOMING VOICE (CALL MINUTES RECEIVED WHILE ROAMING) i Development
of total retail roaming revenues generated in the GCC region and its different visited networks (in
US Dollars, Q1 2012 7 Q2 2013)
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85. The total roaming revenues for data were more than 400 million USD in the whole GCC region
during 2012 (see Figure 20). The highest share of data roaming traffic was generated by
roamers in Kuwait in 2012.

86. Total data revenues in the GCC region increased in the time period between Q1 2012 and Q2
2013 (see Figure 21). This increase was caused by the significant growth in data traffic, since
the average revenue per MB in the GCC region was reduced by 30% since Q1 2012.

Figure 20 - DATA (DOWNLOADED OR UPLOADED WHILE ROAMING) 1 Total retail roaming
revenues generated in the GCC region and in the different visited networks (in US Dollars, 2012)
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Figure 21 - DATA (DOWNLOADED OR UPLOADED WHILE ROAMING) i Development of total
retail roaming revenues generated in the GCC region and in the different visited networks (in US

Dollars, Q1 2012 i Q2 2013)
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87. In total, about 33 million USD retail revenues were generated by SMS roaming in the GCC
region in 2012 (see Figure 22). Most revenues were generated with roamers in the visited
network UAE, followed by Bahrain.

88. Since the beginning of 2012, the overall SMS roaming revenues decreased in the GCC region
(see Figure 23). This development was mainly caused by falling traffic volumes, while the
average revenues per SMS remained roughly stable.

Figure 22 - SMS (SMS SENT WHILE ROAMING) i Total retail roaming revenues in the GCC

region and in different visited networks (in US Dollars, 2012)
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Figure 23 - SMS (NUMBER OF SMS SENT WHILE ROAMING) i Development of total retalil
roaming revenues in the GCC region and in different visited networks (Q1 2012 i Q2 2013)
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Q5. The above representation is based on the survey responses from
MNOs. Do you have any additional comments in relation to the
presentation of GCC retail markets and their competitive dynamics?

6.2.3 Wholesale roaming activities and wholesale (I0T) payments in the GCC

89. Most MNOs in the GCC region appear to have relationships with most if not all of the other GCC
operators. The nature of the relationship is bilateral. No significant impediments were identified
at the wholesale level; however, many observed that the amount of traffic that one operator can
steer to another typically determines the degree of bargaining power over I0Ts. Many of the
MNOs spoke of an IOT discount regime where discounts are computed at the end of one year,
or quarter, or month on the total volume of traffic exchanged in that period.

Q6. The above representation is based on the survey responses from
MNOs. Is it consistent with your knowledge and experience?

90. The following paragraphs relate to wholesale I0Ts for the different services at GCC level.22

91. In aggregate, more than 140 million USD were paid in the GCC region in 2012 for outgoing
voice I0Ts (see Figure 24). The highest amount of IOTs for outgoing voice services was paid to
Emirati operators, followed by Bahraini operators.

92. Between Q1 2012 and Q2 2013, overall IOTs for outgoing voice in the GCC region decreased
(see Figure 25).

22 Total 10Ts paid by GCC MNOs to other GCC MNQOs have been calculated for all 15 GCC MNOs,
reflecting GCC RWG estimates where data were not provided. Average IOTs per unit have been
calculated based on the responses received from a subset of MNOs, many of which are smaller
MNOs. Average I0Ts paid may be overstated, as they exclude the larger MNOSs.
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Figure 24 - OUTGOING VOICE (CALL MINUTES MADE WHILE ROAMING) i Total wholesale
roaming charges in the GCC region and in different visited networks (in US Dollars, 2012)
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Figure 25 - OUTGOING VOICE (CALL MINUTES MADE WHILE ROAMING) i Development of
wholesale roaming charges in the GCC region and in different visited networks (in US Dollars,
Q120127 Q2 2013)
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93. For incoming voice (i.e. calls that roamers receive), most home networks do not pay any IMR-
specific wholesale 10Ts to visited networks; there are, however, exceptions. What all home
networks pay to the visited network is a mobile termination fee (as the visited network must of
course terminate the incoming call that has been hubbed to it from the home network); however,
thist er mi nati on fee is typically paid by the home ne
the home networkdéds | MR team.
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Q7. Can you provide any additional detail on the level of charges paid
by home network MNOs to visited network MNOs to complete calls
received while roaming?

94. Regarding data services, in total almost 350 million USD were paid for I0Ts in the GCC region
(2012) (see Figure 26). Most IOTs were paid to operators in the visited network Kuwait due to
the high amount of data traffic generated in this GCC member state.

95. Between Q1 2012 and Q2 2013, total data roaming IOTs in the GCC region increased (see
Figure 27). A significant growth can be observed in Q1 2013, mainly caused by strong increase
in total IOTs paid to the visited networks in Kuwait.

Figure 26 - DATA (DOWNLOADED OR UPLOADED WHILE ROAMING) i Total IOTs paid in the
GCC region and in the different visited networks (in US Dollars, 2012)
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Figure 27 - DATA (DOWNLOADED OR UPLOADED WHILE ROAMING) i Development of total
IOTs paid in the GCC region and in the different visited networks (in US Dollars, Q1 2012 1 Q2
2013)
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96. For SMS sent, operators paid more than 25 million USD for IOT in 2012 (Figure 28).

97. The total 10T for SMS decreased across the GCC region since the beginning of 2012, mainly
due to a decline in SMS traffic (see Figure 29).

Figure 28 - SMS (NUMBER OF SMS SENT WHILE ROAMING) i Total IOTs paid for outgoing

SMS in the GCC region and in the different visited networks (in US Dollars, 2012)
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Figure 29 - SMS (NUMBER OF SMS SENT WHILE ROAMING) i Development of total IOTs
paid for outgoing SMS in the GCC region and in the different visited networks (in US Dollars,
Q1201271 Q22013)
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Q8. The above representation is based on the survey responses from
MNOs. Do you have any additional comments in relation to the
presentation of GCC wholesale markets?
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6.2.4 Summary of findings for the GCC as a whole

98. Overall, the findings for the GCC as a whole are as shown in the table below .

1
1

Roaming volumes:

Roaming traffic tends to slightly increase for outgoing voice services in the GCC region.

Incoming voice traffic experienced peaks in Q1 2012 and Q2 2012 due to special offers
by two GCC operators to their outbound roamers in Saudi Arabia.

As in other parts of the world, data traffic has continuously increased since the beginning
of 2012, while SMS traffic went down.

The greatest volume of IMR traffic for all roaming services analysed is generated in the
UAE (with the exception of incoming voice traffic).

f
f

Retail roaming revenues:

In the GCC region, the full range of IMR services for voice, data and SMS is offered.

Retail roaming revenues for outgoing voice can be estimated to total about 200 million
USD in 2012. The slight increase (roughly 11% year over year) in outgoing roaming
voice traffic did not fully compensate for the decline in unit price over the period.

Incoming voice roaming revenues were about 110 million USD in 2012, characterised by
a decrease during the year after a peak in Q1 2012 and Q2 2012.

Data roaming revenues totalled more than 400 million USD in the whole GCC region in
2012, and increased from the beginning of 2012 due to traffic growth.

SMS roaming revenues declined due to a traffic decrease coupled with stable prices per
SMS sent, and reached about 34 million USD in 2012.

Wholesale charges/IOT payments:

In 2012, about 140 million USD in IOT payments were made across the GCC region for
outgoing voice roaming services.

For incoming voice, most operators do not pay any IMR-specific wholesale charges;
there are, however, exceptions.

IOT payments made for data roaming services across the GCC totalled about 350
million USD in 2012.

For roaming SMS sent, IOT payments were about 25 million USD in total in 2012.
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The GCC region by member state

This section provides an overview of national IMR markets in the GCC region. Retail and
wholesale roaming are described briefly based on the qualitative information received in the
MNO survey. Retail roaming activities refer to the type of roaming services offered, and to the
availability of roaming substitutes. Regarding wholesale activities, national characteristics of 10T
agreements are described. No quantitative information is provided in order to avoid the risk of
revealing confidential data of individual MNOs.

Bahrain

Retail roaming activities in Bahrain

Bahraini customers can take up mobile services with three different operators (Batelco, Viva
Bahrain and Zain Bahrain), who all offer roaming as part of their mobile service bundle. Roaming
cannot be purchased separately. Offers consist of standard per unit tariffs and some special
roaming packages. There are no dedicated GCC-only specials according to any of the operators,
however, there are bilateral agreements that span across a humber of GCC member states for
some roaming services. Two of the three operators offer flat-rate roaming packages. The
roaming services offered to customers appear very standard. Retail caps on outgoing calls (calls
made back home and calls made within the visited country) as required by the GCC roaming
Regulation (see Section 9.1) have been implemented by all operators as reflected on their
websites and confirmed by the GCC operators surveyed.

Roaming is a default service with opt-out options for customers of two of the three operators, and
an opt-in service for customers of one of the operators. While two operators stated that they took
competing roaming offers into consideration when designing their own roaming offers, one
operator stated that they were aware of them, but did not take them into account.

All operators stated that they did not monitor this closely (i.e. closely the impact of indirect
roaming substitutes such as purchase of a local SIM card upon arrival in the visited market (i.e.
no impact assessment on roaming traffic). One operator also mentioned that it was aware of
another alternative to roaming offered to inbound roamers in the form of prepaid local roaming
numbers, however no example was provided. All three operators confirmed that there were no
Airoaminiggd providers in the GCC region, but
use of dual IMSI with new entrants.

Q9. The above representation is based on the survey results from
MNOs. Do you have any additional comments in relation to the
description of the retail roaming market in Bahrain?

Wholesale roaming activities in Bahrain

All three Bahraini operators appear to have relationships with most if not all of the other GCC
operators. The nature of the relationship is bilateral. No significant impediments were identified
by any of the operators at the wholesale level; however, the amount of traffic that an operator
can send determines the degree of bargaining power over IOTSs.

one

oper at
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Q10. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation to the description
of the wholesale roaming market in Bahrain?

Kuwait

Retail roaming activities in Kuwait

Customers in Kuwait can take up roaming services with the three Kuwaiti operators Viva Kuwait,
Ooredoo Kuwait and Zain Kuwait. Customers have a choice between standard roaming tariffs
and different special roaming packages. While one operator stated that roaming was an opt-in
service without making a distinction between post-paid and pre-paid customers, one operator
confirmed that roaming was an opt-in service for post-paid and a default service for pre-paid
customers. Based on information received from two operators in their responses to the
gualitative questionnaires and based on inf
the three operators appear to offer the full range of roaming services, including GCC specials
and data packages. One operator indicated that it did not offer any GCC specials. One operator
stated that only 5%-15% of their roaming subscribers use special roaming packages, depending
on the season. Operators confirmed that the GCC roaming caps (see Section 9.1) have been
implemented at the retail level.

Two operators responded that they were aware of the roaming offers of their competitors and
confirmed that they took these offers into account when designing their own offers. In terms of
indirect substitutes, two operators confirmed that they were particularly aware of OTT
applications being used. Moreover, one operator stated that alternative solutions such as Dual
IMSI and MVNOs offering local IMSI are in use without substantiating it further.

Q11. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation to the description
of the retail roaming market in Kuwait?

Wholesale roaming activities in Kuwait

Based on responses received from Kuwaiti operators, there is no substantial difference between
the models used for negotiating I0Ts with GCC operators and those used for operators from the
rest of the world. All types of IOTs seem to be common: balanced/unbalanced models as well as
various discounts. Regarding the length of contract, the duration of a standard contract varies
between 1 and 3 years and is renewed automatically. The settlement depends on the negotiating
parties. Moreover, a number of factors impacting IOT negotiations are described by Kuwaiti
operators, including e.g. groups, traffic volumes and the nature of the country.

Regarding IOT payments to the visited network, Kuwaiti operators report different practices. While
one operator pays IOTs to the visited networks for all roaming services offered, another operator
indicated that for voice and SMS, there were no wholesale charges applicable for terminated
services, while for data, IOTs are charged in both directions (including receiving MMS).

One Kuwaiti operator stated that it was part of a roaming alliance and one stated that it made
use of roaming hubs (but only outside the GCC).
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None of the Kuwaiti operators provides mobile roaming wholesale access (i.e. to MVNOS). In
terms of barriers to entry, all operators confirmed that there were barriers to entry, but remained
vague onthe detailsof t hese barriers (except for citi

Lastly, operators raised concerns regarding the circumstances in Kuwait with regard to
international transit/GRX/IPX, which are very country-specific. For data roaming (GRX),
operators have a choice of providers. For voice, however, the only option is the international
gateway operated by the Ministry of Communications (MOC). It seems that the rates requested
by the MOC are high. Additional barriers are mentioned with regard to high recurring rates
charged by the MOC for number ranges and for spectrum.

Q12. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation the description of
the wholesale roaming market in Kuwait?

Oman

Retail roaming activities in Oman

Oman has two MNOs (Nawras and Omantel) and three MVNOs (Samatel, Friendi and Renna).
Customers have the choice between standard prices, GCC specials, and flat rates / travel
packages. All operators, including the MVNOSs, have implemented the regulated retail caps (see
Section 9.1) as per their websites.

All operators have confirmed that they were generally aware of competing offers and that they
take them into consideration when designing own offers. Moreover, roaming services have to be
purchased separ-anh e ! g§®ngpestpadrcustdroepst but are default services for
pre-paid customers. One operator confirmed that roaming is not taken into consideration by
customers at the time of purchase of the domestic mobile package.

As regards alternative solutions, such as local SIM cards, one operator stated that it was aware
that customers travel frequently to bordering countries such as the UAE and Saudi Arabia and
that these customers prefer to purchase local SIM cards upon arrival in those countries. No
detailed statistics were provided. Moreover, all operators confirmed that they were also aware of
indirect substitutes and confirmed that WhatsApp was a frequently used OTT application
domestically, as well as when travelling abroad. As regards any alternative roaming solutions to
roaming such as dual IMSI or MVNOs offering local IMSI, none of the operators was aware of
any such solution, nor had they heard of roaming-only providers in the region.

MVNOs raised as a competition issue that due to the roaming retail regulatory price caps, they
can only achieve negative margins and have to cover, e.g., recharge commission costs and
royalty payments from other products and services, given that they purchase wholesale inputs
from the MNOs on a commercial basis, whichisatorjust bel ow t he MNOs©®
retail prices.

Q13. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation to the description
of the retail roaming market in Oman?
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6.3.3.2 Wholesale roaming activities in Oman

115. Both operators follow standard GCC practice, negotiating IOTs on bilateral basis. One operator
confrmedt hat GCC operatorsdé negotiation is treated di
world, as there needs to be a synergy in the region. Moreover, it was indicated that there is a
preference to avoid the balanced / unbalanced method of negotiation. Discounts are applied to
IOTs. Duration for agreements is normally 1 year with annual settlement, but this can vary,
depending on the negotiating operator. Both operators pay IOTs for all roaming services. There
are exceptions with regards to SMS termination and in some cases mobile terminated calls.
None of the operators is part of any alliance, nor do they make use of roaming hubs.

116. Both operators confirmed that there were no barriers to entry at the wholesale level, however,
one operator stated that it did not have a choice of international voice transit/GRX/IPX and
signalling carriers.

117. Both operators provide wholesale roaming access to MVNOs on a commercial basis.

Q14. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation to the description
of the wholesale roaming market in Oman?

6.3.4 Qatar

6.3.4.1 Retail roaming activities in Qatar

118. Qatar has two MNOs, Vodafone Qatar and Ooredoo Qatar, that offer IMR services to their
customers. Both operators offer standard roaming prices to pre-paid and post-paid customers
that adhere to the retail price caps for voice (see Section 9.1).

119. In addition to the standard prices, both operators stated that they offer flat rate roaming
packages and special GCC rates. Our understanding is that these are primarily in terms of better

prices for IMR data in specific GCC countries or zones.23

120. Both operators stated that roaming is a default service for prices with opt-out options. Special
packages are also available and have to be purchased separately.

121. Both operators stated that they were fully aware of what their competitors offered in the market,
and both stated that they continuously monitored competing market offerings.

122. In relation to indirect roaming substitutes, both operators stated that they were aware that
customers held multiple SIM cards from different operators for roaming purposes and especially
frequent travellers to same destinations. Neither of the operators themselves offers indirect
roaming substitutes. Both operators confirmed that they were also aware of the usage of OTT
services such Whatsapp, Imessage, and Facetime as an imperfect substitute for other IMR
services such as SMS; however, they were not aware of the existence of any alternative roaming
solutions in the GCC such as dual IMSI or MVNOs offering local IMSI. Moreover, neither had
heard of any roaming-only providers.

23 For Vodafone, see http://www.vodafone.ga/files/dmfile/140401 PostpaidTariffFinal.pdf; for Ooredoo,
see http://www.ooredoo.ga/idc/groups/public/documents/document/c10-
01 postpaid _mobile april.pdf?CSRT=2197709876152642800.



http://www.vodafone.qa/files/dmfile/140401_PostpaidTariffFinal.pdf
http://www.ooredoo.qa/idc/groups/public/documents/document/c10-01_postpaid_mobile_april.pdf?CSRT=2197709876152642800
http://www.ooredoo.qa/idc/groups/public/documents/document/c10-01_postpaid_mobile_april.pdf?CSRT=2197709876152642800
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Q15. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation to the description
of the retail roaming market in Qatar?

Wholesale roaming activities in Qatar

Both operators confirmed that they apply discount IOT regimes and that, generally, the following
regimes are applied in the GCC:

1 fixed discounted rates for voice, SMS and data
1 fixed payment commitment (pay fixed amount for a certain threshold of traffic)
1 balance/unbalanced IOT discount.

The standard contract period is one year; however, settlement and discount regimes differ
depending on the negotiating parties and therefore there is no uniform way of negotiation. Both
operators confirmed that there is a difference in negotiation between GCC operators and the rest
of the world due to closer GCC ties and because most traffic that is inbound is from other GCC
member states. Both operators make use of roaming hubs, but none is part of any multi-country
alliance. Neither operator provides wholesale access (e.g. to MVNOSs), given that there is no
demand for it in the market.

Q16. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation to the description
of the wholesale roaming market in Qatar?

Saudi Arabia

Retail roaming activities in Saudi Arabia

Saudi has three mobile operators i STC, Mobily and Zain Saudi - that offer the full range of IMR
services to their customers. These roaming services span the whole spectrum of service types,
including standard post-paid and pre-paid services, GCC specials and various flat rates and
bundles. One large Saudi operator stated that almost 30% of its subscribers choose data
bundles.

Two operators began to implement the GCC retail price caps in February 2012, while one of the
mobile operators delayed the implementation of the retail caps until September 2012.

The mobile network operators in the Saudi stated that they were fully aware of what their
competitors offered in the market, and that they continuously monitored competing market
offerings.

Regarding roaming substitutes, one Saudi operator estimates that about 30% of its outbound
roamers use multiple SIM cards from different operators for roaming. The Saudi MNOs are well
aware of indirect roaming substitutes such as plastic roaming, Wi-Fi Offload, and OTT
applications.
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Q17. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation to the description
of the retail roaming market in Saudi Arabia?

6.3.5.2 Wholesale roaming activities in Saudi Arabia

129. Saudi operators use different models for negotiating IOTs. They negotiate both on a bilateral
basis or as part of a group depending on the specific deal. One operator stated that most of their
IOT agreements are based on flat rate 10T, and that they do not prefer so-called
balanced/unbalanced IOT models. The operators also apply discounts on IOTs. The standard
duration of an IOT agreement is one year.

130. The Saudi operators that responded to the qualitative questionnaire pay IOTs to the visited
network for all their roaming services offered. The IOT rates are in line with the caps set.

131. The Saudi operators regard the 15% royalty and the 1% license fee (a total of 16%) from the
total net revenue as an impediment to their profitability and global competitiveness.

Q16. The above representation is based on survey results from
MNOs. Do you have any additional comments in relation to the
description of the wholesale roaming market in Saudi Arabia?

6.3.6 UAE

6.3.6.1 Retail roaming activities in the UAE

132. The Emirati retail market for IMR has two operators, Etisalat and Du, which offer different types
of IMR services, including flat rate/ travel passes and prices. Etisalat reportedly offers special flat
rates, and also has special rates for Mobily customers. Both operators take account of one
anothero6s offers. Both operators have i mplemented

133. Both operators stated that they were generally aware of the types of roaming packages that their
competitor offered and that they took them into consideration when designing their own offers.
One operator stated that roaming services are a default service for pre-paid customers, and for
post-paid customers the service is default for calls and SMS received only. The other roaming
services are opt-in. The other operator confirmed that it only provided roaming as an opt-in
service. Both operators stated that they were aware that customers held different SIM cards from
multiple operators for the purpose of roaming, and one indicated that about 18% of its customers
held different SIM cards. They also stated that they were aware of indirect roaming substitutes
such as OTT applications. Moreover, one operator confirmed that it offered a dual IMSI service
for the same MDISDN (mobile number).

Q18. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation to the description
of the retail roaming market in the UAE?
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Wholesale activities in the UAE

Both operators negotiate IOTs on a bilateral basis and apply discounts to the IOTs. They do not
apply different 10T regimes for GCC and non-GCC operators. While none of the operators
encourages balanced/unbalanced negotiation, they enter into such negotiations if necessary.
The standard duration / period for an IOT agreement ranges from one to three years. Neither of
the operators is part of any multi-country roaming alliance, nor do they make use of roaming
hubs. No roaming wholesale access is provided. Both operators have a choice of international
transit providers.

Q19. The above representation is based on survey results from MNOs.
Do you have any additional comments in relation to the description
of the wholesale roaming market in the UAE?
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The cost of international mobile roaming services in the GCC

An understanding of the underlying costs (both at wholesale and at retail level) of providing IMR
services is essential to assessing what potential options for policy intervention, if any, warrant
serious consideration.

Wherever possible, the RWG used information provided by GCC network operators in response
to the questionnaire; however, in many cases, the questionnaire responses are not altogether
definitive. Furthermore, the RWG is limited in what it can say due to the need to protect
confidential data provided by the GCC network operators. The RWG has therefore cross
checked and filled in gaps where appropriate using information obtained in previous studies in
Australia and New Zealand as well as in Europe.

Home network

The Home Network provides IMR retail services to end users.
Relevant cost components for home network IMR services include:
a. retail costs;
b. wholesale payments to the visited network;
c. roaming overhead costs (as defined below); and
d. signalling.
For some IMR services, home network costs can also include

a. origination, termination, and other traffic related costs; and

b. international transit.24
Each of these cost components is reviewed in this section.

For all retail services, there are retail costs associated with for instance customer acquisition and
customer care. It is generally impractical to differentially allocate these retail costs to individual
services; consequently, they are generally assumed to represent a constant percentage of retalil
revenue for all services.

The assumption that IMR retail costs represent 20% of the associated IMR revenues has been
adopted based on international best practice.2®

For most IMR services,26 the Home Network makes a wholesale payment to the Visited

Network. This payment is referred to as an Inter-Operator Tariff (I0T).27 These 10T payments
may be substantially in excess of underlying costs; to the Home Network, however, the 10T paid
is the true cost i the underlying cost elements are irrelevant to the Home Network, except
perhaps where the Home Network and the Visited Network are under common management and
ownership.

24 Some MNOs pay third parties for transit; others may have dedicated facilities. In either case, they
incur costs for transit.

25 See for instance the discussion of retail overhead costs in Imme Philbeck, J. Scott Marcus, Jasper
Mikkelsen, and Werner Neu (2012), Trans-Tasman Roaming: Service Costs.

26 For calls received while roaming, in most parts of the world there is no wholesale payment specific to
roaming (the home network will simply pay the standard mobile termination rate to the visited network;
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144. Roaming overhead costs are various costs entailed in maintaining the roaming service. Roaming
overhead costs consist of a variety of administrative and network-related components.

145. Roaming overhead costs are comprised of negotiation of agreements, testing (IREG, TADIG),
operations and maintenance (including accounting, payments, revenue assurance, fraud
prevention, dedicated staff costs, software and systems for roaming operations), data clearing,
financial clearing, and hubbing.

146. Several GCC network operators reported total roaming overhead costs as being in the
neighbourhood of 1.0 million to 1.5 million USD per annum for all roaming services worldwide
(not just in the GCC).

147. Given that these network operators are of different sizes, these constant fixed costs to offer the
roaming service imply a wide spread when they are translated into unit costs. For each service,
the RWG provides specific allocations, generally following a previous analysis conducted for the

Australia and New Zealand governments.28

148. The cost of signalling is in principle relevant to all roaming services in both home and visited
networks; however, this cost is small. GCC network operators provided very little information on
these costs. It can be observed that in the Trans-Tasman roaming exercise, signalling costs
were found to be well under 0.01 USD per roaming voice call minute, per SMS, and per data
MB. Therefore, the role that signalling costs play for purposes of the current analysis is minimal.
In general, we have grouped signalling costs together with other overhead costs.

149. One of the GCC network operator responses demonstrates that for calls made, SMS sent, and
data, retail costs together with the wholesale payment to the visited network constitute some
97% of the total cost to the home network of providing the service. This is plausible in light of

analysis conducted in other countries.29

150. Home network costs can vary depending on the specific IMR service offered. This is especially
true for origination, termination, and other traffic related costs, and for international transit costs.
Home network costs are discussed in more detail for each of the IMR services in the section that
follows.

7.1.1 Home network calls originated
151. The primary costs that are relevant to the home network for voice calls made are:
a. retail costs;
b. wholesale payments to the visited network; and

c. roaming overhead costs and any other costs.

typically this wildl be paid by the home networkédés interc
to the home network&s roaming t e aamsometimesbe @ndg-i s unusual
specific wholesale charges for IMR calls received. For SMS received while roaming, in most parts of
the world there is no wholesale payment specific to roaming, or indeed any standard termination rate
payment (as Olbpplled). and keepd is
27 This is a shorthand way of referring to a set of payment arrangements that can in practice be quite
complicated.
28 See Imme Philbeck, J. Scott Marcus, Jasper Mikkelsen, and Werner Neu (2012), Trans-Tasman
Roaming: Service Costs.
29 See Imme Philbeck, J. Scott Marcus, Jasper Mikkelsen, and Werner Neu (2012), Trans-Tasman
Roaming: Service Costs.
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Retail costs are allocated as a function of the retail revenue associated with the service, as
explained earlier in this section. For calls made to GCC member states other than the visited
country, the RWG estimatesr evenues f or nbecda lblass enda doen htoh e i
by those network operators who reported them (since none of the network operators were able
to provide data solely on calls made to GCC member states other than the home and visited
countries). For 2012, this yields revenues of 0.70 USD per minute.30 Assuming as a matter of
international best practice that retail overhead is some 20% of retail revenues (see the beginning
of Section 7.1), this implies retail overhead of 0.14 USD for calling home in 2012, which the
RWG takes as an estimate of retail overhead for calls to all GCC member states other than the
visited country in 2012.

Based on the results of the survey of MNOs, the average wholesale payment made to the visited
network for calls home is just under 0.48 USD per minute for 2012.31 The RWG uses this as an
estimate of the IOT paid for calls to all GCC countries other than the visited country.32

As previously noted, it is challenging to allocate roaming overhead costs based on the
information received. A previous result for Australia and New Zealand found those costs to be

0.009 USD, i.e. just under one USD cent.33

The rule of thumb noted earlier that retail costs plus wholesale IOT payments represent 97% of
home network costs for IMR voice, SMS and data implies 0,that other costs, including roaming
overhead costs, are 0.019 USD. For the purpose of this consultation, we have assumed that
0.019 USD is the correct figure for all other costs (including the previously noted roaming
overhead costs of 0.009 USD).

Figure 30 - The cost of calls made to GCC member states other than the visited country
(in USD)

$0.019

mWholesale |OTs per minute |
@ Retail overhead
| 8Other cost

30 Note the slight premium over the permitted price of 0.66 USD does not necessarily imply over-
charging, since it is consistent with the common practice of rounding billed minutes up to the next
higher minute.

31 This is consistent with a cap of 0.50 USD.

32 In estimating revenues and IOTs, most GCC MNOs were unable to distinguish between calls to other
GCC countries and calls to third countries outside the GCC. In order to avoid bias, the estimate of
calls to GCC countries other than the visited country is therefore based solely on survey results for
I0Ts charged for calls home.

33 Imme Philbeck, J. Scott Marcus, Jasper Mikkelsen, and Werner Neu (2012), Trans-Tasman Roaming:
Service Costs.
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This implies that the GCC network operators are (in their capacity as home networks) making a
profit of about 0.065 USD per minute (or a 10.2% profit margin) on outgoing voice calls to GCC
member states other than the visited country, which seems reasonable.

For calls within the visited country, total revenues per minute are 0.25 USD (i.e. below the cap of
0.28 USD), which implies retail overhead of 0.05 USD. Wholesale payments made to the visited
network are 0.21 USD. This might possibly imply that the MNOs make a small loss, on the order
of 0.01 USD per minute, on calls within the visited country; however, it does not explain why the
MNOs in that case would choose to price 0.03 USD below the retail cap. Note, however, that
retail ov er he aiditis pessilde thatshe MNG@s peroeigettheir retail costs as being
less than 20%, or for whatever reason do not perceive their price as being below cost.

Figure 31 - The cost of calls made to the GCC within the visited country (in USD)

$0.008

$0.050 3%

19%

“BWhclesale |0Ts per minute
@ Retail overhead
| @Other cost

$0.210
78%

Q20. Do you agree with these estimates of the magnitude of the costs to
the home network of calls placed while roaming in the GCC, and
with the assumptions made in estimating those costs? If not, please
elaborate on your reasons for disagreeing.

Home network calls received

For the home network, a call received on behalf of a roamer entails (1) accepting the call, and
(2) forwarding it to the visited network. This can be thought of as terminating and re-originating
the call; however, the costs are substantially different from those of a domestic call. Notably, the
home networkds terminati on ralioacsessmetworkiresouroes.v e

The home network receives a termination fee from the domestic or foreign network from which
the call originates (or receives retail revenue if the call to the roamer happened to originate on-
net).

The home network is also obliged to pay a termination fee to the visited network. The MTRs
used for these payments will typically not be the same. The difference between the MTR fee
received and that paid represents a net cost (or possibly a profit) for the home network.

Operator responses to the questionnaire showed considerable variation, but suggest an average
Mobile Termination Rate (MTR) paid to visited networks (net of any transit charges that might be
relevant) of some 0.08 USD. MTRs among GCC MNOs do not generally exceed 0.10 USD. It
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can be assumed that the average difference between the MTR received and the MTR paid
among pairs of MNOs is not more than 0.03 USD, which we take as an upper bound. For
payments between MNOs across the GCC as a whole, the average difference must be zero.

162. In certain GCC member states, the visited MNOs collect an additional wholesale payment of not
more than 0.04 USD for completing the call to the roamer. To the home network, this represents
a cost.

163. The home network also incurs the transit costs associated with carrying the voice call from the
home network to the visited network.34 GCC MNO responses suggested that these costs are in
the range of 0.10 USD per voice minute, which seemed to us to be exceptionally high in
comparison with international results. For example:

a. In 2006, INTUG (a European association of business users) estimated transit for
voice in Europetobejust G 0. 01, or &%bout O0.013 USD.

b. Also in 2006, Copenhagen Economics estimated transit for voice in Europe to

costbet ween U 0.02b taking a genetbus overall estimate to be about
G 0.02 (or3.025 USD).

c. Il n 2011, a European Commi ssion staff wor ki
0.03 USD at then-current exchange rates) as an estimate of the cost of

international voice transit in Europe.37

d. In a 2012 study of IMR costs between Australia and New Zealand on behalf of
the respective governments, WIK-Consult estimated the cost of voice transit

between the two countries to be some 0.03 USD per minute.38

164. These international results are all well below the MNO survey results; moreover, it is clear that
effective transit costs for MNOs that have their own international facilities must be substantially
less expensive than costs for MNOs that procure transit from third parties, thus lowering the
average. Therefore, for purposes of this analysis, and without prejudice to any other proceeding
in the GCC, the RWG assumes international voice transit costs within the GCC to be 0.03 USD
per minute.

165. It is reasonable to assume that some additional signalling costs and roaming overhead costs are
associated with calls received. The RWG has assumed these costs to be not more than 0.02
USD per minute, which is consistent with the approach taken to the cost of calls made (see
Section 7.2.1).

166. The combined cost, under generous assumptions, thus comes to 0.12 USD. If retail overhead
were to add 0.02 USD per minute, the total cost would come to 0.14 USD per minute.

34 Some MNOs pay third parties for transit; others may have dedicated facilities. In either case, they
incur costs for transit, but the capital costs in the latter cost are probably quite small.

35 INTUG response t o t he European Commi ssionés Consultation
http://ec.europa.eu/information_society/activities/roaming/docs/phase2/intug.pdf

36 Copenhagen Economics (2006), Roaming: An Assessment of the Commission Proposal on Roaming.

37 European Commission (2011), Staff Working Paper, SEC (2011) 870 final.

38 Imme Philbeck, J. Scott Marcus, Jasper Mikkelsen, and Werner Neu (2012), Trans-Tasman Roaming:
Service Costs.
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Figure 32 - Cost to the home network of completing a call to a roamer in the GCC (USD per
minute)
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Q21. Do you agree with the magnitude of the costs to the home network
for calls received while roaming in the GCC, and with the
assumptions made in estimating those costs? If not, please
elaborate on your reasons for disagreeing.

7.1.3 Home network SMS sent

167. For the home network, the key cost is the wholesale payment to the visited network. In addition,

there are signalling costs, roaming overhead costs, transit, and retail costs.

168. Based on the results of the survey of MNOs, the average wholesale payment made to the visited

network per SMS is computed to be roughly 0.19 USD in 2012.

169. Responses from the GCC region suggest the sum of home network signalling costs, roaming
overhead costs and transit costs in the region are similar to those that were found in Australia in

2012 to be some 0.008 USD.39

170. Retail costs are once again assumed to represent 20% of retail revenues (see the beginning of
Section 7.1). Average retail revenues for the GCC region in 2012 were found to be 0.28 USD per

SMS, which implies retail costs of 0.056 USD per SMS.
171. Combined home network costs per SMS are thus 0.254 USD.

39 Imme Philbeck, J. Scott Marcus, Jasper Mikkelsen, and Werner Neu (2012), Trans-Tasman Roaming:

Service Costs.
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Figure 33 - Costs to the home network per SMS (USD)
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Q22. Do you agree with the magnitude of the costs to the home network
of SMS sent while roaming in the GCC, and with the assumptions
made in estimating those costs? If not, please elaborate on your
reasons for disagreeing.

Home network data
The primary Home Network costs associated with data roaming are:
a. the wholesale IOT payment;
b. international transit and signalling;
c. roaming overheads; and
d. retail overhead.

Based on MNO survey responses and RWG estimates, the GCC average wholesale payment
per MB in 2012 was 4.95 USD/MB. The disparity among GCC member states was large.

Responses from GCC MNOs provide only a limited basis on which to estimate international
transit charges, signalling, or roaming overheads. Based on an assessment in 2012 for the
governments of Australia and New Zealand, international transit charges plus signalling can be
assumed to be not more than 0.03 USD/MB, while roaming overheads can be assumed to be
not more than an additional 0.03 USD/MB. The cost to the home network of data transit provided

by an Internet Service Provider (ISP) is negligible.40

Retail overhead is once again assumed to represent 20% of the retail price, which for the GCC
averages to 6.11 USD/MB. Retail overhead is thus 1.22 USD/MB.

The total cost of IMR data to the home network per MB can thus be assumed to be 6.23 USD. It
is worth noting that nearly all of this cost is directly or indirectly attributable to a wholesale price
that appears to bear no relationship to underlying cost (see Section 7.2.4).

40 Imme Philbeck, J. Scott Marcus, Jasper Mikkelsen, and Werner Neu (2012), Trans-Tasman Roaming:
Service Costs.



7.2

177.

178.

7.2.1

179.

180.

181.

182.

58 Consultation Document: International Mobile Roaming across the GCC

Figure 34 - Cost of international mobile roaming data to the home network (in USD, 2012)
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20%
$0.03
0% BWhdesale IOT payments
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Q23. Do you agree with the magnitude of the costs to the home network
of data sent or received while roaming in the GCC, and with the
assumptions made in estimating those costs? If not, please
elaborate on your reasons for disagreeing.

Visited network

For allIMR services, it i s t he radioadcesenttwarkehatisauised; thss, the visited
network plays a large role in implementing the desired service, and contributes substantially to
the cost.

No retail costs are relevant to the visited network.

Visited network calls originated

For calls originated, the visited network is performing a function not very different from that of
placing a voice call on behalf of a domestic subscriber.

It incurs cost over the radio access network associated with the roamer. It typically pays a
termination fee (fixed or mobile, as appropriate) to the network that completes the call; however,
if the call is on-net, it instead bears its internal costs of termination.

Operator responses to the questionnaire showed considerable variation, but suggest the
following average Termination Rates (TRs) paid to called networks (net of any transit charges
that might be relevant):

a. An off-net MTR of some 0.08 USD.
b. A Fixed Termination Rate (FTR) of some 0.07 USD.
c. An on-net termination cost of some 0.04 USD (see below).

d. Given that relatively few calls terminate on-net, this implies an effective blended
Termination Rate of some 0.07 USD.

Among those few GCC networks that responded, the average cost of call origination was 0.047
USD per minute, while the average cost of on-net termination was 0.033 USD per minute. The
cost of voice call origination and termination are often assumed to be similar; consequently the
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RWG assumes for purpose of this analysis, and without prejudice to any other proceeding in the
GCC region and its member states, that the cost of voice origination and voice termination on an
MNOG6s own net woD permnute(th®aveiage 080047 USD and 0.033 USD).

183. If the call is placed to a country other than the visited country, the visited network also bears
international transit costs. Survey results of GCC MNOs place these costs at some 0.10 USD
per minute, a figure that seems to us to be exceptionally high in comparison with international
results (as previously explained in Section 7.1.1); therefore, for purposes of this analysis, and
without prejudice to any other proceeding in the GCC, the RWG assumes international voice
transit costs within the GCC to be 0.03 USD per minute.

184. The visited network also bears certain roaming overhead and signalling costs. Since these are
the same signalling messages that the home network receives, and involve the same billing
records, the RWG assumes that these costs are similar to the corresponding home network
costs, i.e. 0.02 USD per minute.

185. With very generous allowances, this implies a cost to the visited network for off-net calls made
within the GCC of 0.16 USD. Since international transit costs of 0.03 USD would not be relevant
to roaming calls made within the visited country (and domestic transit costs can already be
assumed to be covered within the origination cost), the cost to the visited network for off-net calls
made within the visited GCC member state would be not more than 0.13 USD.

Figure 35 - Cost to the visited network of calls made within the GCC to member states other than
the visited country (in USD per minute)

$0.02

$0.03

@ Origination cost
19%

@ Blended wholesale termination payments
@ Transit
@ Signalling and roaming overhead costs

$0.07
44%

Q24. Do you agree with the magnitude of the costs to the visited network
of calls placed while roaming in the GCC, and with the assumptions
made in estimating those costs? If not, please elaborate on your
reasons for disagreeing (provide any confidential information which
support your argument as and where appropriate).

7.2.2 Visited network calls received

186. The cost to the visited network of completing (terminating) a call to a roamer is nearly the same
as that of terminating a call to a domestic customer.
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187. As explained in Section 7.2.1, the RWG assumes for purpose of this analysis, and without
prejudice to any other proceeding in the GCC region and in its member states, that the cost of
voice origination and voice termination on an MNO®&s own et minoite. k  ar e

188. The visited network receives a normal payment of its mobile termination rate from the home
network. In most of the world (unlike the practice in some GCC member states), the visited

network receives no other revenue for completing the call.41

189. It is reasonable to assume that some additional signalling costs and roaming overhead costs are
associated with calls received. Consistent with the assumptions that the RWG has made for calls
made (see Section 7.2.1), the RWG assumes that these costs cannot be more than 0.02 USD
per minute.

190. This implies a cost to the visited network for calls received of 0.06 USD.

Figure 36 - Cost to the visited network of calls received (in USD per minute)

'lTermmahon cost
@ Signalling and roaming overhead costs

Q25. Do you agree with the magnitude of the cost to the visited network
of calls received while roaming in the GCC, and with the
assumptions made in estimating those costs?

7.2.3 Visited network SMS sent

191. When an SMS is sent by a roamer, the visited network transmits the SMS to the home network
over the signalling channel. The SMS is then sent by the home network. Given the small size of
an SMS message, the actual transmission costs and the costs over the radio access network are
negligible.

192. The costs include origination costs, signalling costs, international transit, and roaming
overheads.

193. GCC operator responses provide limited details on these costs, but suggest that these costs for
the region are quite low, and that each is at a similar level to that which was computed in a study

41 In some GCC member states, the visited MNO also receives a wholesale (IOT) roaming payment.
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of costs for Australia and New Zealand in 2012.42 The combined cost in that assessment was
found to be in the range of 0.008 USD per SMS, which seem to be in the right range for the GCC
as well. Note that this is less than 0.01 USD (one cent). This represents the total cost the visited
network of sending a roaming SMS.

Figure 37 - Cost to the visited network of each SMS made (in USD per minute)
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Q26. Do you agree with the magnitude of the cost to the visited network
of SMS sent while roaming in the GCC, and with the assumptions
made in estimating those costs?

Visited network data

Data is routinely transmitted from the visited network to the home network by means of a GRX or

IPX43 (an IP packet exchange facility for mobile network operators). It is the home network
operator that then bears the cost of sending the data, typically over the public Internet. The
reason for this seemingly unproductive data transmission is that it enables the home network to
unambiguously know the volume of data transmitted (or received) and to bill for it.

Once LTE is used for mobile roaming services, an LTE local breakout facility (see Section 11.4)
could provide a more efficient way to route roaming data. LTE is deploying rapidly in the GCC
region, but LTE roaming is not deployed at all today in the GCC; thus, reductions in the cost of
roaming data could be expected in the future.

Relevant costs thus include:
a. the radio access network costs associated with the data;
b. the costs of transmitting the data from visited network to home network; and
c. arange of signalling costs and roaming overhead costs.

GCC network operator responses suggest that the cost per MB over the radio air network (RAN)
cannot be greater than 0.05 USD. This is plausible when one considers that the cost is unlikely

42 Imme Philbeck, J. Scott Marcus, Jasper Mikkelsen, and Werner Neu (2012), Trans-Tasman Roaming:
Service Costs.
43 GRX s used in the case of 2G, 3G and 3.5G networks, whereas IPX is used in LTE networks.
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to be greater than the price charged for domestic mobile data services. This cost estimate is
substantially lower than one which appears in a study performed for the Australia and New
Zealand governments;#4 however, that estimate of 0.19 USD per MB was based on 2G
technology, and was acknowledged to represent a generous upper bound.

198. Based on the same the Australia / New Zealand study,4® the cost of international transit and of
signalling can be assumed to be in the range of 0.03 USD, and roaming overheads can also be
assumed to be in the range of 0.03 USD/MB.

Figure 38 - Data roaming cost per MB to the visited network (in USD, 2012)

@Data traffic costs
@international transit and signalling costs
BRoaming overhead
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Q27. Do you agree with the magnitude of the costs to the visited network
of data sent or received while roaming in the GCC, and with the
assumptions made in estimating those costs?

7.3  Summary of key findings

199. A summary of the key findings of this chapter appears in Table 3 and Table 4.

Table 3 - Home network costs (in USD)

Wholesale Wholesale
IOT payment . : : Roaming termination Retail
Per - Transit | Signalling overhead payment over- Total
network (net of MTR head
received)
Calls made
(international min 0.48 0.019 n/a 0.14 0.64
GCC)
Ca!l§ made (within min 021 0.008 e 005 .
visited country)
Calls received min 0.04 0.03 0.02 0.03 0.02 0.14

44 Imme Philbeck, J. Scott Marcus, Jasper Mikkelsen, and Werner Neu (2012), Trans-Tasman Roaming:
Service Costs.

45 Imme Philbeck, J. Scott Marcus, Jasper Mikkelsen, and Werner Neu (2012), Trans-Tasman Roaming:
Service Costs.
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SMS sent SMS 0.19 0.008 n/a 0.056 0.25
Data MB 4.95 0 ‘ 0.03 ‘ 0.03 n/a 1.22 6.23
Table 4 - Visited network costs (in USD)
L . Wholesale
Per q{zg&ag%g:r Transit Signalling 5\2;?;2(91 termination Total
payment
Calls made
(international min 0.04 0.03 0.02 0.07 0.16
GCCQC)
Calls made (within
visited country, off- min 0.04 n/a 0.02 0.07 0.13
net)
Calls received min 0.04 n/a 0.02 n/a 0.06
SMS sent SMS 0.0001 0.0002 0.0075 n/a 0.008
Data MB 0.05 0.03 0.03 n/a 0.11
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Implications for GCC public policy

This chapter discusses the public policy implications of IMR for the GCC, and explores whether
policy interventions at the GCC level might be justified in general.

The chapter also covers issues related to the high prices that prevail for IMR services, and
discusses the lack of comprehensive and effective substitutes that makes the problem difficult to
correct.

It also explains the potential benefits to the region, not only in terms of direct enhancement of
societal welfare through reduction in deadweight loss, but also in terms of enhanced economic
integration and social cohesion for the GCC region.

Last but not least, the chapter touches base briefly on the consumer protection aspects of IMR,
in terms of ensuring that consumers are well informed and that bill shocks are avoided.

Finally, and based on all the above, the chapter discusses the suggested objectives for the GCC
in terms of its approach to IMR.

High prices for international mobile roaming services

Not only within the GCC region, but also globally, IMR has been a topic of intense discussion
and concern for many years now. It is widely acknowledged that, in the absence of intervention
by governments or regulators, the prices that consumers pay for IMR services tend to be high in
relation both to comparable domestic prices and to the real underlying cost of providing these
services.

A recent study on behalf of the International Telecommunications Union (iTU§*®obser ve s :

is now general agreement that the price of IMR communication services is high and is well above
cost. Across the Organisation for Economic Cooperation and Development (OECD) countries it
was estimated that roaming prices on bilateral routes vary up to eight times (i.e. the cost of the
same service for subscribers visiting each
more expensive for an international roamer to make a call home than for a local mobile user, in
that country, to make an international cal l
report., in February 2009, the average <cost

roaming, across the OECD area was 7.79 USD per three minutes.4’ The European Commission
(EC) has estimated voice roaming calls were on average 3 to 4 times more expensive than

domestic outgoing calls, 2.5 times higher for SMS and 25 to 35 times higher for data.#8 Prices in

ifTher e

ot herds <co

to the roa
of making

46 Di mi t r i Ypsilanti (2013), Alnternational mobil e roaming

user sao, | TU.

47 OECD (2009), International mobile roaming  charging in the OECD area,
DSTI/ICCP/CISP(2009)8/FINAL, Paris, 2009, www.oecd.org/dataoecd/41/40/44381810.pdf. The data
in this report are for 31 countries. Since the report was issued the average would have declined in
view of the EU Roaming Recommendations (19 of the 31 countries are EU members and a further 2
followed the EU Roaming Recommendations).

48 European Commission staff working paper (2011), Impact assessment of policy options in relation to
the Commission review of the functioning of regulation (EC) no 544/2009 of the European Parliament
and of the Council of 18 June 2009 on roaming on public mobile telephone networks within the
Community, SEC(2011) 870 Final,
http://ec.europa.eu/information_society/activities/roaming/docs/impac_ass_11.pdf.

«
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the European Union (EU) were estimated as being, on average, 118% higher than the estimated
underl yi4g costs. o

Indeed, the ITU has issued a Recommendation to address the issue, in which they note that
fiMember States, regulators and consumers continue to express concern about the high level of
charges incurred when roaming internationally and especially in the case of 'bill shock’ (i.e., a bill

which the consumer finds®) unexpectedly

Concerns over allegedly high prices for IMR (especially at the wholesale level) have been raised
in the GCC region as well. The prices and costs of IMR for calls made to GCC countries other
than the visited country, SMS made, and roaming data services appear in Table 5 (for the home
network) and Table 6 (for the visited network), respectively. The specific changes proposed to
address these prices are assessed in Sections 10.7, 10.8, 10.9, and 10.10, respectively.

Table 5 - Home network estimated average costs versus revenues (in USD)

Unit Costs Revenues
Calls made (international GCC) minute 0.64 0.70
SMS sent SMS 0.25 0.47
Data MB 6.23 6.11

Table 6 - Visited network estimated average costs versus revenues (in USD)

Unit Costs Revenues
Calls made (international GCC) minute 0.16 0.48
SMS sent SMS 0.08 0.19
Data MB 0.11 4.95

A lack of good, comprehensive substitutes for international mobile
roaming services

Highly motivated business travellers and tourists have always had ways to get around the high
price of IMR; however, none of these has provided a complete and convenient replacement or
substitute for IMR services.®l In economic terms, these work-arounds constitute imperfect
substitutes for IMR services. Indeed, if roaming were not perceived as being high priced, it is
likely that few of these alternatives would see much use.

The most obvious is so-c al | ed i pl a svhich describesaansituatign where a user with
an unlocked handset purchases a subscription (and a SIM card) for a country to which he or she

frequently travels.92 Although the roamer will no longer be contactable on his or her home

49 Peter Stuckmann (2012), European Commission, EU Roaming Regulation i towards structural solutions,
March 2012, Geneva, www.wto.org/english/tratop_e/serv_e/sym_march12 e/sym_marchl2 e.htm.

501 TU (2012), AiCharging in international mobil e roaming
51 See J. Scott Marcusand| mme Phi |l beck, iStudy on the Options for
in the EU Roaming Marketo, study for the European Con

http://ec.europa.eu/information_society/activities/roaming/requlation/consult2011/index_en.htm.
52 Suitable mobile plans are sold in many airports, for instance.

excessive).o


http://www.wto.org/english/tratop_e/serv_e/sym_march12_e/sym_march12_e.htm
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number, this can work reasonably well if there are only one or two countries to which the
roaming individual travels regularly. It is less useful if the roamer visits multiple countries briefly
and unpredictably, since the roamer has to choose a network operator in each visited country
(implying search costs), and has to obtain or maintain services in each country.

211. The use of Wi-F i I nternet access in (for instance) the roame

means of avoiding high IMR charges, and can sometimes work well,53 but again it has its
limitations. First, one is limited to fixed locations where Wi-Fi access is available; thus, the
service is not truly mobile. Second, Wi-Fi access may not satisfy needs for voice services,
particularly when one considers that the use of Voice over Internet Protocol (VolP) services is
restricted or blocked in a number of GCC member states.

212. The GCC region also has experience with multi-national MNOs (notably Zain) offering for
instance inexpensive or free calls received while roaming. This service, whatever its merits, has
also failed to provide an overall, comprehensive solution. Moreover, concerns that it might be
distorting the Saudi competitive environment led the Saudi authorities to impose a minimum
price for roamers from Saudi Arabia.

213. A service known as SIMM (single IMSI multi MS-ISDN) local-access could possibly serve as a
close substitute for international roaming.®# The service can be offered to inbound roamers by
the visited network via text message. Such services allow the roamer to use the visited
destination6s ser vi ce dng folswittheSIMacards,candawitiioyt losing thdrout hav
ability to be contacted on his or her original number.

214. If such services became widespread within the GCC, retail roaming margins could be put under
significant pressure; however, they are currently offered only in Saudi Arabia and seem to be
limited to voice calls, and only to roamers from countries outside the GCC region.®® There are
no indications that this service is likely to be offered in other GCC member states.

215. A similar, but more limited (data only) service of local break-out (ALBOO0) is associated
roaming (see Section 11.4).96 It might be thought that the roll-out of LBO by GCC operators
could help put downward pressure on wholesale costs, and thus on retail prices; however, the
timeframe for the roll-out of LTE roaming services in the region is uncertain. Even once they are
rolled out, many roamers will remain on 2G and 3G.57 Even for those who do adopt LTE, it is not
certain when operators will activate LBO and, if they do, whether it will actually reduce retail
prices (see also Sections 10.1.4 and 11.4).

216. MNOs are under only limited competitive pressure to improve their IMR offers due to the limited
effectiveness of these partial substitutes.

217. In sum, despite the fact that IMR services are expensive relative to domestic mobile prices and
relative to underlying costs (and thus would seem to be an appealing target for competitive
substitutes), no good, comprehensive, overall substitute is available to consumers.

53 J. Scott Marcus and John Bur Aoading ah@ rél&ed techiblddical trendnpact of tr a
on the demand for wireless broadband spectrumo, a study f
http://bookshop.europa.eu/is-bin/INTERSHOP.enfinity/WFS/EU-Bookshop-Site/en_GB/-
/EUR/ViewPublication-Start?PublicationKey=KK0113239.

54 See, forexample,the A Dr aft Reff@astmaon Rbmamgo, August 2012.

55 See, for example, the website of Mobily, at www.mobily.com.sa/portalu/wps/portal/personal/roaming-
and-international/visiting-saudi-arabia/local-roaming-
number/!ut/p/c4/04 _SB8K8XLLMIMSSzPy8xBz9CP00s3gLUwsPdO8TIWN JxdXAQ09D81AXnzATJ1d]

A _391Dz9gmxHRQB0o06tw/.

56 This should not be confused with the LBO regulatory option that Europe has sought to introduce.

57 LBO could in principle be implemented with 2G or 3G services, but MNOs do not appear to have
incentives to deploy such solutions.
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Q28.

Do you agree that no comprehensive, overall substitute for IMR
services is available in the GCC region, nor is likely to emerge in
the next three to four years?

8.3 Therationale for action at GCC level

218. There are two interrelated rationales that suggest the need for a policy intervention at the GCC

level. Both concerns are, at their core, economic concerns, but they manifest differently.

1 The first has to do with the integration and the social cohesion of the GCC as whole.
This is fundamentally a politically driven issue, and not solely an economic matter.

1 The second is based on the recognition that consumers and business travellers use their
mobile devices differently (and less) when roaming than they do for purely domestic
purposes. The usage that is sacrificed represents a direct economic loss for the region,
and likely has negative spill-over effects into the broader regional economy. This is
primarily a matter of industrial and regulatory policy.

219. It is reasonably clear that individual national regulatory authorities acting independently of one
another have only limited ability to address IMR issues in the GCC region. The retail price
charged in one member state for IMR services depends crucially on the wholesale 10Ts charged
in the other GCC member states. If action is to be taken, coordinated action may be called for.

8.3.1 Regional integration and social cohesion

220. The GCC Charter®8 and the Economic Agreement of 200159 make clear and explicit the desire
for greater regional integration and social cohesion. Scale economies and a stronger bargaining
position in any international negotiations are clear objectives.

221. According to the Preamble to the GCC Charter, the GCC member states s har e

it he

that coordination, cooperation, and integration between them serve the sublime objectives of the
Ar ab Nat i on 0. thelRWG tdnsiders thaetigeaaduttion of retail roaming prices would
promote economic integration among the GCC member states, and would strengthen GCC ties
and social cohesion.

222. Integration involves the removal of economic and other barriers among GCC member states.
High retail roaming prices constitute such a barrier. This has been recognised by numerous
governments in many regions.

223. Among the objectives expressed in Article 4 of the Charter, the GCC seeks:

1 To effect coordination, integration and inter-connection between GCC member states in
all fields in order to achieve unity between them.

58 Available at: http://www.gcc-sg.org/eng/indexfc7a.html.
59 Secretariat General of the Cooperation Council for the Arab States of the Gulf (GCC) (2001), The
Economic Agreement between the GCC States, adopted by the GCC Supreme Council (22nd

Session;

http://sites.gcc-sqg.org/DLibrary/download.php?B=168.

31 December 2001) in the City of Muscat, Sultanate of Oman, available at:

convi
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i To deepen and strengthen relations, links and areas of cooperation now prevailing
between their peoples in various fields.

1 To stimulate scientific and technological progress in the fields of industry, mining,
agriculture, water and animal resources; to establish scientific research; to establish joint
ventures and encourage cooperation by the private sector for the good of their peoples.

224. The Economic Agreement between the GCC member states of 31 December 2001 builds on this

foundati on. It calls for fenhanci ng coanmes, asdt r engt heni |
harmonizing their economic, financial and monetary policies, their commercial and industrial

|l egislation and customs | aws applicable therein, é ; a
economic integration that woul d countded actoodingato & o mmon Mar |

specific timetable, while enhancing market mechanisms and fostering the role of the private
sector; and desiring to enhance the economy of the GCC countries in the light of recent global
economic developments, which require further integration among the countries to strengthen
their negotiating position and competitive

225. Converged regulation was explicitly viewed from the first as a means of achieving economic
integration and social cohesion. Article 4 of the GCC Charter calls for formulating similar
regulations in various fields including the following: Economic and financial affairs; Commerce,
customs and communications; and Education and culture. Article 24 of the Economic Treaty of
2001 amplifies this focus onconver gence of regul at i onCoartriestsieall
take all the necessary measures to ensure the integration of their communication policies,
including telecommunication, post and data network services, which would lead to improving
their service levels and economic efficiency and to strengthening the ties between GCC citizens
as well as private and public institutions.

226. If the GCC had already achieved the ideal, desired Common Market, it is reasonably clear that
prices for telecommunications between the GCC member states would not differ from one
another to a greater degree than the difference in underlying costs. As already noted in
Section 8.1, this is clearly not the case today.

227. The precise direct economic impact of lower retail prices on GCC integration will depend on the
extent of the drop in prices (price level), and the extent to which roamers respond by using
roaming services more (price elasticity); however, given the significant volume of intra-GCC
trade, even a small impact could reap material gains for the region by enabling businesses to
work more efficiently across borders. In other words, spill-over effects from enhanced economic
integration might greatly exceed direct economic benefits.

228. As explained in Section 8.3.2, inflated prices also lead to societal costs. GCC business travellers
are less well connected to colleagues at home and abroad than they would otherwise be when
travelling in other GCC member states. The GCC is a family of countries with a shared history
and culture. Its citizens travel often from their own country to others in the GCC region. At the
IMR prices that prevail today, GCC tourists are not as well connected to friends and family than
they ought to be while travelling. The effectiveness of electronic commerce is impacted when

GCC business people and consumers are on the road.60

229. Imposing lower retail roaming prices for the GCC region would acknowledge and strengthen this
sense of family. Travelling to another GCC member state would become more and more like

60 Article 25 of the Economic Agreement between the GCC States of 31 December 2001 recognises the
benefits of an effective GCC environment for electronic commerce. It calls on GCC Member states to

capacity i

0

ecommuni ca

nétake all necessary actions to facilitate banking
communicati on, and unify their el ectronic commerce

and
l egi sl
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being in onebds home country, and less and | ess |ik
a grass-roots level, GCC ties would be strengthened.

230. Lower retail roaming prices would also make it easier for GCC travellers to remain in touch with
family and friends at home. This would in turn make intra-GCC travel more appealing, and hence
would potentially increase such travel or the length of travell e stay$. More or longer intra-GCC
travel would further strengthen GCC ties.

8.3.2 Industrial policy and regulatory objectives

231. The detailed effects of high prices for IMR are best understood by means of survey results.
Consumer research of IMR usage in the GCC region is not available, but the results from
European consumer surveys are clear, and it is fair to assume that GCC consumers would react
in similar ways.

232. A recent survey of 28,000 Europeans®l establishes that, when travelling within Europe but
outside of their home country:

1 47% of Europeans never use mobile Internet at all because of mobile roaming charges.
1 Only about 10% use e-mails in the same way as at home.

1 Only 6% use Facebook and similar services in the same way as at home.

1 More than 25% simply switch off their mobile devices when they travel.

1 Millions use SMS rather than paying for voice calls.

233. Each of these characteristics can be viewed as a symptom of high prices. The consumption that
should have taken place, but did not, can be viewed as a deadweight loss. Each is a loss to the
economy as a whole, similar to the loss that society would experience due to over-pricing on the
part of a monopolist.

234. It is noteworthy that, even after six years of IMR price reductions in Europe, prices for all forms
of IMR are still viewed as being prohibitively high.62 The placing of voice calls while roaming is
measurably greater than in 2007, apparently as a direct result of lower prices; however, the
increase in the number of roaming voice call minutes placed is not as great as might ideally be
hoped for because prices are still perceived as being fairly high (see also Section 9.3).

235. As explained in Section 6.2.1, the data captured in the survey of GCC MNOs suggests a
significant increase in the volume of voice calls placed while roaming in the GCC after the GCC
Regulation came fully into effect early in 2012, consistent with European results; however, just
as in Europe, the increase is not yet dramatic (see Section 9.3). The limited response to date
may reflect (1) once again, the fact that consumers still perceive the price of calls placed while
roaming as being high,just as i n Europe, and (2) possible time

price changes.63

61 See European Commis si on (2014), fiRoami ng: 300 million extra
when roaming charges end, S ur v e http:debropmeulapid/pless- Febr ua |
release |P-14-152 en.htm.

62 See European Commission (2014), iRoami ng: 300 millio
when roaming charges end, S ur v e http:gebropesulapid/pdess- Febr ua

release IP-14-152 en.htm
63 It can take as much as eight quarters for these effects to be fully visible. See Christian Growitsch, J.
Scott Marcus and Christian Wernick (2009), "The Effects of Lower Mobile Termination Rates (MTRS)
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Network operators sometimes erroneously claim®4 that there is no significant tendency for
consumers to increase their use of roaming services as the price of roaming declines (i.e. that
there is little or no price elasticity of demand). These claims are off the mark in three important
respects, as explained in Section 9.3:

1 Under suitable circumstances, the consumer response to changes in price can be very

substantial.®> Experience in the GCC, as reported in the MNO survey conducted in
support of this consultation, dramatically confirms this. Notably, when network operators
withdrew offers in Q1 2012 and Q2 2012 where calls received in Saudi Arabia were free,
usage dropped precipitously (see Section 6.2.1).

1 Demand for roaming data is roughly five times as responsive to changes in price as is
demand to make calls while roaming (see also Section 9.3).66

1 Multiple studies have shown that consumers significantly increase the calls that they
make while roaming in response to lower roaming prices (see Section 9.3).67

Demand for roaming voice calls made, voice calls received, SMS and data services is
interlinked. Whether these services should be viewed as economic substitutes rather than
economic complements for one another is a complex empirical question that need not be
resolved in this consultation; however, it is clear that these services are somewhat substitutable

for one another in practice (i.e. they function as imperfect substitutes for one another).68
Receiving a call substitutes for placing a call (e.g. a traveller dials his or her home, but hangs up
before the phone is answered, and then waits to be called back). OTT application such as
Whatsapp (using Data services) can substitute for SMS messaging. The use of services based
on Voice over the Internet Protocol (VolP) can substitute for conventional voice calls in those
GCC member states where the use of VolP is permitted. This substitutability suggests that an
integrated approach is needed to the regulation of all of these services.

In the GCC, as in Europe, the consumption of IMR voice, SMS and data services that should
have taken place, had IMR rates been more closely aligned to the cost of supplying these
services, but did not can be assumed to have ripple effects through the economy as a whole.
There can be presumed to have been transactions between parties that were delayed, or
perhaps not undertaken at all, due to the expense and inconvenience of implementing them
while one or more of the parties were away from their home country.

There is also the social cost and inconvenience of calls to family that were not placed, and visits
to friends that were not made due to the expense and inconvenience of setting them up while
travelling. This is in the same vein as deadweight loss, but it is a cost that is difficult to measure.

on Retail Price and Demand", a research project for the German BNetzA, available at:
http://papers.ssrn.com/sol3/papers.cim?abstract_id=1586464.

64 This was visible in some of the correspondence associated with the survey of GCC MNOs.

656 See al so J. Scott Marcus and Il mme Phil beck,
Problems in the EU Roaming Marketo, study for
http://ec.europa.eu/information_society/activities/roaming/requlation/consult2011/index_en.htm.

66 See Stefan Hoernig (2011), in European pgemompactssi on,

Assessment Of Policy Options in Relation to the Commission's Review of the Functioning of
Regulation (EC) No 544/2009 of The European Parliament and of the Council of 18 June 2009 on
Roaming on Public Mobile Telephone Networks within the Communi t yo. Thi s i s a
it is reasonable to assume that the price elasticity of demand in the GCC is also much higher for
roaming data than for roaming voice calls.

67 The increase in calls made is substantial, but does not fully compensate network operators for
lowering their prices.

68 See Stefan Hoernig (2011), op. cit.
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Q29. Do you agree with the characterisation of the rationale for action for
GCC policymakers? If not, please elaborate on your reasons for
disagreement.

8.4 Consumer protection

240. The GCC member states have a clear interest in ensuring that consumers are aware in advance
of the price of roaming. Avoiding unexpectedly high bills (fAbil!/l s h
of GCC consumers, regulators and governments, but also of the mobile network operators in the
region. Bill shocks can create bad publicity and customer dissatisfaction, and can also increase
customer care COsts.

241. All of the GCC member states have legal or regulatory measures in place to ensure that
consumers are notified of the price of roaming when they first enter another GCC member state.
In Oman, MNOs employ measures to warn consumers if their consumption exceeds expected
thresholds.

242. Nonetheless, consumers continue to be surprised by high bills for data roaming in particular. The
Oman TRA, for example, reports 26 consumer complaints about roaming in 2013 and early
2014, all of which involve the high cost of data roaming, and there are presumably far more
cases t hat go unreported. I n one <case reported [
approximately RO 11,000 nearly 29,000 USD for mainly using Whatsapp on her Oman SIM card

duringherfiveeday for &9 gn trip. o

243. Some of the cases that have appeared in the press involve roaming within the GCC; others
involve GCC consumers roaming outside the GCC. To the extent that foreign networks have
deployed the necessary capabilities, it would be technically straightforward for GCC MNOs to
protect GCC consumers by implementing the same kind of bill shock measures that are in place
in Europe and in Oman.

244. Measures should therefore be considered to ensure that consumers are aware of the roaming
charges that they are incurring before the charges get out of hand (see Section 11.3).

Q30. Do you agree that measures to further reduce the risk of "hill
shock" while roaming in the GCC would be in order? What
measures have your company put in place to reduce bill shock, and
what specific measures would you foresee adopted in the future?

69 Mehdi al Lawat.i (2013) , ATRA advises 3G subscribel
muscatdaily.com, 14 August 2013, at http://www.muscatdaily.com/Archive/Oman/TRA-advises-3G-
subscribers-to-be-aware-of-international-tariff-2hba. This problem relates not only to travel within the
GCC, but also to travel worldwide.
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8.5 Proposed overall goals for GCC international mobile roaming policy

245. For the reasons just noted, the following broad objectives of roaming regulation in the GCC
going forward are recommended:

mobil e

into accou

a. Retail prices for roaming within the GCC should be as low as feasible (consistent with
being reflective of costs and still allowing a reasonable return on capital invested). The
rationale for low prices reflects multiple industrial policy and regulatory concerns:

1) The need for increased economic integration (with corresponding societal scale
economies) and social cohesion within the GCC region; and

2) Promotion of greater use of services, with corresponding reduction of
deadweight loss.

b. Retail prices must however be consistent with a fair return for a reasonably efficient
network operator.

c. Wholesale charges for roaming services (e.g. I0Ts) represent a cost to the home
network operator; consequently, any measures undertaken in regard to retail prices
need to pay due regard to wholesale charges in order to ensure that the roaming service
remains profitable (i.e. that revenue continues to exceed cost).

d. Coordination across the various roaming services that are imperfectly substitutable for
one another is needed in order to reduce the risk of distortions among them.

e. MNOs should, subject to the above, enjoy as much freedom as possible to offer
innovative retail pricing plans for IMR services.’”0

f. Consumer protection measures in order to furtherr educe the ri s&e of
appropriate. Notification of IMR prices is already largely in place, but additional
measures to warn consumers if usage gets out of hand are not implemented in all
member states.

Q31. Arethe proposed goals for GCC policy in regard to IMR appropriate,
in your view? Are there any changes that you would propose? Are
any additional goals needed? Please provide adequate reasoning to
your amendments.

70 See also I'TU (2012), ACharging in international
D. 98: iMember states should encourage, taking
the development of effectively competitive markets for international mobile roaming on a commercial
basis by: € encouraging the provision of roaming

international mobile roaming services as they wish in a package that best practically meets their
needs and budget €é0o

pricing
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Impact of the current regulation

Section 9.1 summarizes the workings of the current Regulation. Section 9.2 notes the
measureable effects. Section 9.3 explains the impact of the current Regulation on societal
welfare.

The current regulation

The current Regulation was approved by the GCC Ministerial Committee in its meeting in 2010,
and was fully implemented and effective as of 1 February 2012. It set retail and wholesale caps
for:

 calls made back home or to another GCC member state; and
9 local calls made within a visited GCC member state.

The first roaming Regulation set the caps at the following rates (these caps have been fully
implemented since 1 February 2012 and are based on SDRs):

I For calls back home or to another GCC member state: retail prices should not be in
excess of SDR 0.435 (0.66 USD); wholesale prices (IOTs) should not be in excess of
SDR 0.330 (0.50 USD).

9 For local calls made within the visited GCC member state: retail prices should not be in
excess of SDR 0.181 (0.28 USD); wholesale prices (IOTs) should not be in excess of
SDR 0.137 (0.21 USD).

The Regulation has been implemented by all six GCC member states. It appears that all GCC
MNOs are now in compliance.

The first roaming Regulation was specified in terms of SDR. The RWG notes that USD are well
understood within the GCC region, and that many of the GCC currencies are linked to the USD.
The RWG is therefore inclined to express any future regulatory controls in terms of USD rather
than SDR.

Q32. The first roaming Regulation was specified in terms of SDR;
however, the RWG is of the view that any future regulation should
be expressed instead in terms of USD. Do you see any need to
retain SDR as a basis for future regulation? Please provide
adequate reasoning if so.

Measureable effects

In order to assess whether the retail and wholesale caps that the Regulation introduced have
been implemented by the operators, and if so what the effects of those caps have been, the
RWG has reviewed the distribution of total outgoing voice calls by call type. Only a small subset
(less than 50%) of operators supplied a distribution of outgoing calls that was usable to generate
an indication of approximate development of volumes, wholesale charges (I0OTs) and revenues.
This sample includes mainly smaller operators, which potentially leads to an underestimate of



252.

253.

254,

255.

256.

74 Consultation Document: International Mobile Roaming across the GCC

average revenues and an overestimate of average I0Ts (because the smaller MNOs tend to
have less bargaining power with other MNOs, as well as less pricing power).

This analysis is based on regulated outgoing calls made back home and calls made locally in the
visited country. Calls to other GCC member states cannot be analysed with the information
provided by the survey because most MNOs were unable to provide information that
distinguishes between calls to other GCC member states and calls to the rest of the world.

Figure 39 indicates that volumes of regulated calls generally increased somewhat within the year
2012, i.e. after the Regulation became fully effective in February 2012. As there are differences
between the quarters due to seasonal effects, it makes sense to compare the corresponding
guarters. Comparing Q2 2013 to Q2 2012, and Q1 2013 to Q1 2012, there is a slight increase in
the number of outgoing calls made; thus, the information provided by the MNOs appears to
demonstrate that the Regulation has contributed to a small positive volume effect. Other factors
may have been at work as well.

Figure 39 - OUTGOING VOICE - Traffic generated in the GCC region by call type (subset of
MNOs, in millions of minutes)
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The retail prices for calls made back home appear to be appropriate in light of the price caps in
the Regulation. This result is based not only on the survey of the GCC mobile network operators,
but has also been crosschecked with retail price information provided on the websites of the
MNOs.

The survey of the network operators enables calculation of retail revenues per minute based on
the distribution of outgoing calls; however, as previously noted, the information derives from a
small subset of operators who were able to provide the data. The revenue per minute depicted in
Figure 40 is primarily based on a subset of smaller MNOs who generally appear to generate
lower unit revenues than the larger MNOs. Thus, the true GCC average retail revenue per
minute would likely be higher if the sample included all of the larger MNOs.

The calculated average retail revenues per minute for calls made back home are in line with the
implemented caps inasmuch as they do not differ by more than 30% from the caps (which is the
divergence that can be explained solely by the common GCC region practice of rounding up to
the next higher minute, as explained in Section 11.2).
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Figure 40 - Average retail revenue generated by GCC operators in visited GCC member states
for outgoing calls back home (subset of MNOs, in US dollars)
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257. As regards average per minute IOTs paid by GCC operators for outgoing calls made, the
information submitted by a subset of operators shows that the wholesale cap for calls made back
home was substantially met. Given the small sample size that includes mainly smaller operators,
average IOTs are likely to be overstated, given that larger operators generally have greater
bargaining power and therefore pay lower charges at the wholesale level.

Figure 41 - Average IOTs paid by GCC operators to visited country GCC operators for outgoing
calls home (subset of MNOs, in US dollars)
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258. Overall, the responses suggest that the Regulation has had a small positive impact on volumes
(on the order of 11% year over year, as noted in Section 6.2.1), and that the caps are
implemented in the GCC region.

Q33. Arethe trends in quantities, prices, and I0Ts for calls made as
presented in this section consistent with your information and
experience?
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The effect of price on demand for roaming services (elasticity)

The price of a service influences how much of it is consumed. If the price of a service goes up,

we tend to consume less; if the price goes down, we tend to consume more.”1 Economists refer
to this tendency as the price elasticity of demand.

The elasticity of IMR services in Europe has been evaluated in a number of studies. Less is
known about the price elasticity of IMR services in the GCC region, but the results of the
guestionnaire to the network operators provide crucial insights.

Demand elasticity is typically expressed as the ratio between a change in the price of a good or
service and the associated change in the amount of that good or service which is consumed. For
instance, if a 1% increase in price results in a 1% decrease in consumption, the elasticity is -1.0
(i.e. -1% divided by +1%). Demand elasticity is generally a negative number because a higher
price results in lower consumption.

A good or service with an elasticity greater in magnitude than -1.0 (i.e. less than -1.0) is said to
be elastic, or relatively elastic. A good or service with an elasticity between zero and -1.0 is said
to be inelastic. Inelastic demand does not mean that there is no response to a change in price;
rather, it signifies that the change in quantity is less than the corresponding change in price.

With that established as a preliminary basis, it is useful to review European analyses of the price
elasticity of demand for mobile roaming services, and then to consider what is known about price
elasticity of demand in the GCC region.

In 2008, the GSM Association (GSMA) estimated a price elasticity of demand for Europe for
roamingvoi ce calls originate®Btwo be fAin the order of

In a study for the European Commission, Marcus and Philbeck (2010) predicted (based on data
gathered by the Body of European Regulators of Electronic Communications ( i B E R Eh&t the

demand elasticity for IMR voice calls originated would be in the neighbourhood of -0.2.73

Marcus and Philbeck (2010) also suggestst hat Ai f the price of mobile voice
to that of normal domestic mobile-to-mobile voice, the long term demand elasticity would also be

similar to that of domestic mobile-to-mo bi | e 4 0i ce o .

In a more rigorous study conducted for the European Commission in 2011, the economist
Steffan Hornig did an assessment of the demand elasticities of IMR calls placed, calls received,
SMS, and data based on comprehensive data assembled by BEREC. Elasticities for all services
were calculated jointly, since the services can be considered to be substitutable for one another

71 This tendency is sometimes referred to as the Law of Demand.

72 GSMA (2008), fAGSM Association response to the public conc
of the Regulation (EC) No 717ahd00iB possible bxeensiorRo3M8i ng Regul at
and data roaming serviceso, 2 July 2008.

73 J . Scott Marcus and | mme Philbeck (2010), istudy on th
Problems in the EU Roaming Marketo, study for the Europese

http://ec.europa.eu/information_society/activities/roaming/regulation/consult2011/index_en.htm.

74 Consider also the effect on data usage of the flat rate introduced by Telecom New Zealand in
December 2012 for data roaming. A press release dated 13 January 2014 indicates that the rate led
to fia mor e-fold maease ; énteraational data roaming volumesit hat 6s roughly eight ¢t
fasterthant he i ncrease in domestic data volumeso. Available at
www.telecom-
media.co.nz/releases_detail.asp?id=3914&page=1&pagesize=10&filtertext=roaming&m1=1&y1=2013&

m2=28&y2=2014&filter=filter
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(e.g. data for SMS, calls placed for calls received).”> The own price elasticity of demand as a
function of the evolution of prices and quantities consumed was found to be:

1 Calls placed -0.27
9 Calls received -0.24
1 SMS -0.24
9 Data -1.23

It is worth noting that the three results (GSMA, Marcus and Philbeck (2010), and Hérnig (2011))
are in close agreement on the demand elasticity of IMR calls placed in Europe: -0.25, -0.2,

and -0.27.76 The Hornig results are particularly useful for this consultation inasmuch as they
provide estimates of demand elasticity for all four of the services of primary interest.

In the Hornig analysis, the demand elasticity of calls placed and calls received are nearly
identical, which is perhaps not surprising since they are somewhat substitutable for one another.
SMS is also in the same range. It is striking, however, that the price elasticity of demand for IMR

data is roughly five times as great as the price elasticity for voice calls placed or received.’”

The survey data for the GCC member states covers only six quarters. Very few of the network
operators were able to provide data for 2011 or earlier; consequently, the survey data do not
provide a basis on which to directly measure the elasticity response to the price reductions
mandated by the GCC Regulation, which was not fully implemented until February 2012.
Nonetheless, it is possible to draw a number of inferences about demand elasticity on the basis
of other price changes that took place over the period Q1 2012 through Q2 2013.

Notably, a number of mobile operators had had special offers in place in Q1 2012 that enabled
GCC roamers in Saudi Arabia to receive calls for free. By Q3 2012, these offers had been
withdrawn. Average revenue per minute (a good measure of price) for all operators increased by
a factor of four. The volume of calls received declined even more, by a factor of six. This
demonstrates a consumer response to a change in price that is considerably stronger than many
experts might have expected.

75 European Commission (2011), Commission Staff Working Paper: Impact Assessment of Policy
Options in Relation to the Commission's Review of the Functioning of Regulation (EC) No 544/2009 of
the European Parliament and of the Council of 18 June 2009 on Roaming on Public Mobile Telephone
Networks within the Community.

76 An analysis by Inigo Herguera of the Spanish CMT, however, estimated the price elasticity of demand
for calls made to be slightly higher, at -0.44 (see CMT (2009), Report on the Analysis of the
International Roaming Service in the Spanish Mobile Telephone Market), and a new result by Saeed
Alkatheeri that estimates the demand elasticity of IMR calls placed to be greater in absolute value
than -1.0 (see Saeed Alkatheeri (2013), The Economics of Mobile International Roaming).

77 Telefonica and Hutchison Europe both consider that data roaming demonstrates greater elasticity
than voice (see Telefonica submission on Review of the Roaming Regulation, 2011, at p.17, and
Hutchison submission, 11 February 2011, at p.7).
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Figure 42 - Voice volumes and revenue per minute for voice calls received in Saudi Arabia
(subset of MNOs, in US dollars)

35.000.000 0,12

/ — r 0,10

25.000.000 -
/§/ - 0,08

20.000.000 A
/ - 0,06

15.000.000

- 0,04

30.000.000

10.000.000

- L T T T T r ﬂ,ﬂﬂ

201201 201z2Q2 2012Q3 2012Q4 2013Q1 201302

I Incoming Voice Volume (in min.) —REVENUE pEr minute

Source: GCC network operator responses, WIK calculations.

The magnitude is dramatic i the decline is greater than the entire volume of calls received for
the GCC as a whole subsequent to the withdrawal of the offers.

For the demand elasticity of a voice service to be so great may surprise some experts, but it is
reasonable. It effectively confirms the prediction of Marcus and Philbeck (2010) that demand
elasticity could be much higher if IMR prices were much lower. In this case, the demand
elasticity is measured relative to a low initial price of zero (i.e. calls received had been free).

There are other indications in publicly available data that the response in the GCC member
states to price changes can be strong. Consider, for instance, the following statistics from the
Bahrain TRA showing the relationship between the average retail revenue per minute for
international calls placed in Bahrain versus the number of minutes of international calls placed.
In this case, the decline in price is by a factor of seven, while the growth in minutes is by a factor
of eleven. Again, the data are suggestive of a price elasticity of demand that is more elastic than
many experts would have assumed. International calls are not the same as IMR, but they are
related, and it is striking that the demand for any voice telephony service should be so great.
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Figure 43 - Average revenue per minute versus number of minutes for international calls placed
in Bahrain

Average revenue per minute vs. growth in traffic
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Q34. Isthe assessment of price elasticity of demand in the GCC region

as presented in this section consistent with your information and
experience? Please provide adequate reasoning if not.

Impact of the current Regulation on societal welfare

The information developed from the questionnaires is not sufficient to enable a rigorous
determination of the benefits to societal welfare generated by the current Regulation; however, a
rough estimate is possible based on an approach based on that which WIK-Consult followed in a

recent study for the European Parliament.”9

In understanding the benefits to consumers, it is helpful to review the basic economics,
beginning with the Harberger Triangle (see Figure 44). In an ideal competitive market, prices
would be set at the exact level where the supply and demand curves cross. In Figure 44, the line
that slopes downward to the right is the consumer demand curve, while the supply curve (the

78 Bahrain TRA (2013), Telecommunications markets indicators in the Kingdom of Bahrain, September
2013, at
http://www.tra.org.bh/en/pdf/Telecommunicationsmarketsindicatorsreport2013PublicversionvF _en.pdf.
79 J. Scott Marcus, llsa Godlovitch, Pieter Nooren, Bram van den Ende, Jonathan Cave, and Dr. Werner
Neu (2013), iHow to Build a Ubiquitous EU Digital

Soc
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horizontal lineat Pg)i s no't critical to this discussion. The poil
priced is the expected and optimal pricing point in a

277. If prices are distorted, social welfare is reduced. Market power is such a distortion, which leads
not only to higher prices, but also to lower consumption as a result. This is due to the price
elasticity of demand, the tendency of consumers to increase (reduce) demand in response to a
reduction (increase) in price.

278. If prices are set at the market-clearing point (Pg), the consumer surplus corresponds to the areas
labelled A, B, and C in Figure 44. It is the entire area above the price charged, but below the
demand curve. It can be thought of as the degree to which consumers would have been willing
to pay more than they were required to pay (i.e. the surplus accruing to consumers at the
market-clearing price).

Figure 44 - The Harberger triangle
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279. If a market distortion (for instance, last mile market power, or the call termination monopoly)
artificially inflates the price charged, the price moves up from Py to P;, while the quantity
correspondingly contracts from Qg to Q,. This reduces the consumer surplus (previously A+B+C)
by the sum of the areas B+C. All that remains as consumer surplus is A.

280. This change entails two distinct effects. Area C represents a transfer of surplus (or welfare) from
consumers to producers. To an economist, who tends to look at societal welfare in terms of the
sum of consumer surplus and producer surplus, this transfer is in principle neutral 7 it is an

allocative effect that neither adds to nor detracts from the overall welfare of society.80

281. However, area in triangle B is truly and unambiguously problematic. It represents consumption
that should have taken place, but did not. It is referred to as a deadweight loss.

80 There may still be public policy implications, for instance as a matter of consumer protection, but
welfare transfers are neutral in terms of overall economic welfare.
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282. In this case, the key parameters for the GCC for the year 2012 (the first year after the Regulation
took full effect) are known or can be estimated. The Oman TRA reports that prices for other-
than-local calls after the full implementation of the regulation (Phase 2) were up to 59% lower
than prior to regulation. The Bahrain TRA also reports substantial price reductions of up to 69%
for local calls made and up to 49% for international calls made while roaming in any GCC
member state. If one makes the conservative assumption that the Regulation resulted in an
average reduction in retail roaming prices across the GCC of 40%, and also assume that retail
roaming prices would not have declined at all in the absence of the Regulation (which is
consistent with the limited pre-2012 information that MNOs provided through the survey), it is
then reasonable to assume the following:

T 0.70USD price per minute for calls originated in 2012 (with the Regulation)

1 206.6 million minutes of GCC roaming voice calls originated in 2012 (with the
Regulation)

T 1.17USD price per minute for calls originated in 2012 (absent regulation)
1 169.1 million minutes of GCC roaming voice calls originated (absent Regulation)
- 0.27 price elasticity of demand for voice calls originated8®

283. With these parameters, and under suitable assumptions, it is straightforward to demonstrate that
the Regulation resulted in a transfer of societal welfare from network operators to consumers of
some 79.5 million USD, and a reduction in deadweight loss of 4.3 million USD in 2012.

Q35. Isthe assessment of the societal welfare effects of price controls
for IMR calls made as presented in this section consistent with your
information and experience? Do you have any evidence that bears
on the question of the societal welfare effects of the current
Regulation?

81 Stefan Hoer ni g (2011), i n European Commi ssi on, iCommi s
Assessment Of Policy Options in Relation to the Commission's Review of the Functioning of
Regulation (EC) No 544/2009 of The European Parliament and of the Council of 18 June 2009 on
Roaming on Public Mobile Telephone Networks within t|
but it is probably not too far off for the GCC.
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Selecting policies and practices for possible price controls

In this chapter, the RWG solicits comment on a number of potential regulatory and public policy
interventions.

This discussion builds on the previous analysis. The overall characteristics of IMR in the region
were discussed in Chapter 5. Specifics of markets in the region, based primarily on the survey of
MNOs undertaken in support of this consultation, appear in Chapter 6. Costs of IMR services in
the region are estimated in Chapter 7. The implications of IMR for GCC public policy are
explored in Chapter 8. The effects of the current Regulation are reviewed in Chapter 9.

A key question is whether and how to achieve lower retail prices (which would be more reflective
of actual costs) for IMR services in the GCC.

If explicit price controls (as already implemented in the present Regulation) were to be continued
or extended, it would then be necessary to consider (1) which IMR services should be subject to
price controls; (2) whether price controls are needed for retail versus wholesale services (or
both); and (3) how best to enable MNOs to offer innovative retail pricing plans and bundles.

The remainder of this chapter goes on to consider issues, principles, and specific proposed
wholesale and retail pricing levels if prices were to be set. It includes (in Section 10.11) a rough
estimate of the societal welfare gains that could be expected if the proposed wholesale and retail
price controls were to be put in place.

Whether and how to achieve lower prices for international mobile roaming
services

Among the overall goals identified in Section 8.5 is to achieve retail prices for IMR within the
GCC region that are as low as feasible (subject to the constraint of allowing operators to recover
the costs of supplying IMR services including a fair return (WACC)).

In principle, GCC policymakers could seek to achieve this objective in any of a number of
different ways, such as:

I Taking no action, with the hope or expectation either that IMR retail prices will decline
in any case, or that effective substitutes will emerge.

1 Encourage MNOs to lower retail prices.

1 Implement price controls at retail and/or wholesale levels so as to mandate lower retail
IMR prices.

i Take steps to increase competition in the IMR marketplace in the GCC as a means of
fostering lower retail IMR prices.

The next sections of this chapter consider each of these in turn.

10.1.1 Taking no action

292.

There are several plausible arguments for taking no further action at GCC level in regard to IMR.
Possible rationales include:

1 One might conclude that the current arrangements are fully satisfactory.
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1 One might believe that IMR prices will spontaneously decline due to market forces,
increasing competition for IMR services, or for some other reason.

1 One might believe that fully effective substitutes to IMR will soon emerge, rendering
further intervention in the market unnecessary.

293. There is some tendency for IMR retail prices to decline on their own. This is visible in European
statistics for IMR services that had not yet been regulated.82

294. All indications are that retail IMR prices nonetheless remain at levels that are quite high in
relation to the underlying costs of providing the IMR service. It is for this reason that global
concern with IMR has been great (see Section 8.1).

295. For the GCC region, there appears to be little evidence that the peculiar dynamics of the
underlying roaming markets will resolve themselves through market forces alone, either at retail
or wholesale level. Indeed, the limited data resulting from the survey of network operators
suggests that, if anything, IMR prices in the region were more or less stable before the
Regulation became fully effective in February 2012.

296. As far as substitutes to the IMR service, they have always existed. As noted in Section 8.2, while
each of these can be effective under suitable circumstances, none of the substitutes has
provided an overall, comprehensive replacement for IMR, nor have such substitutes had a
significant constraining effect on IMR prices.

297. Technology continues to evolve, so it is always possible that new substitutes might emerge. As a
noteworthy example, when LTE roaming becomes available, the LTE local break-out capability
might provide benefits for some IMR services (see Sections 10.1.4 and 11.4). Still, all things
considered, it seems likely that the impact of substitutes for IMR services will continue to be
limited.

10.1.2 Encouraging MNOs to lower prices

298. There are international precedents for governments engaging with operators to encourage lower
international roaming prices. For example, the Russian government prepared a memorandum of
understanding for signature by itself, its operators, and governments and operators from foreign
countries who were willing to cooperate. Upon signing the memorandum, operators indicate their
agreement that IOTs between Russia and the country concerned should be reduced, and
commit to negotiating such reductions, without any specific price points in mind. Russia and its
operators have signed such a memorandum with their Finnish counterparts. A similar agreement
was put in place in 2011 between Russia and Poland.

299. The agreements have reportedly had no effect whatsoever on the price of IMR between Russia
and either Poland or Finland.83

300. In theory, it might be possible to emulate the Russian approach but with added commitments to
negotiate (unspecified) retail price reductions.

82 BEREC (2014), Alnternational Roami ng: B Sépter@berBe n ¢ h ma |
2013, BoR (14) 16, March 2014,
http://berec.europa.eu/eng/document_register/subject matter/berec/reports/4246-international-
roaming-berec-benchmark-data-report-april-2013-8211-september-2013. .

83 Tony Shortall (2013), International Mobile Roaming Agreements, OECD
DSTI/ICCP/CISP(2012)2/FINAL, 3 June 2013.
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