Impact of Roaming Regulation on Revenues and Prices
of Mobile Operators in the EU
by
Lukasz Grzybowski and Angela Mufioz-Acevedo

David Salant
Toulouse School of Economics

ﬁﬁ;‘e Toulouse S ber 2021

@ °°° .Schcol eptember

.. of Economics




Overview

* This paper provides a summary of the history and impact of EU roaming regulation

* BEREC, the Body of European Regulators for Electronic Communications, viewed roaming
charges as possibly « excessive » but were also concerned about the impact of roaming
regulation.

* Roaming regulation can affect tariffs, have differential impacts on different consumers and
also affect investments.

* Further, itis unclear what the need was for any regulation
* US had a number of regional operators after 2G auctions in mid-90s who charged for roaming
* Only Sprint started with a nationwide rate plan

* Gradually, T-Mobile, ATT and Verizon reached nationwide coverage, largely through mergers,
and roaming charges faded

* Similarly, a number of EU operators had accumulated franchises in a large number of EU
countries. But this trend stopped in Euorpe?




Summary of Results

* EU introduced roaming regulation in stages starting in 2007, with most recent
changesin 2017.

* Data on ARPU was collected from 111 Mobile Netwok Operators (“ MNOs “ ) in 33
OECD countries
* Paper uses data from non-EU countries as a control and using difference in

difference approach looks for impact of roaming regulation between 2017 and 2017
on ARPUs

* Then, applies hedonic approach to examine the impact of the 2017 ‘roam like at
home’ (RLAH) on tariffs and revenues

* Data indicates that regulations implemented prior to 2017 had the effect of gradually
decreasing ARPUs and the 2017 RLAH did not increase mobile tariffs

v Thus, the introduction of roaming regulation did not result in a rebalancing of tariffs to
maintain ARPUs

v And the hedonic approach indicates that tariffs were not affected by RLAH regulation




Why Roaming Regulation May or May Not
Attect ARPUs and Tarifts

* Roaming regulation that reduces amounts MNOs can charge for international
roaming can potentially reduce revenues.

* To the extent that MNOs are using roaming to segment market, MNOs can try to
introduce other tariff plans to compensate.

* Further, MNOs may need to offset reduced roaming revenues to cover costs
* Data suggests this did not happen.

* International roaming on both wholesale and retail level allow both the domestic
and foreign carriers to increase revenues:

* High wholesale roaming is a net increase in revenues if the two parties in the two
countries have similar traffic flows and wholesale rates are passed along to consumers.

* Even with imbalanced traffic, high roaming can be mutually beneficial with a split of
roaming revenues
* Not clear there is any incremental cost of providing roaming across borders,
especially for MNOs that operate in both countries.




Why Roaming Regulation May Be
Unnecessary

Competition between MNOs will normally include multiple components

If one firm offers low-cost international plans, then its rivals will possibly need to
follow suit, unless they are targeting different market segments.

Further, if one firm has operating countries in two countries and a rival does not, the
former may be at a disadvantage — which suggests there can be incentives for firms
to amass franchises across the EU.

* To some extent Vodafone, T-Mobile, Orange, Telefonica and others have pursued this
strategy

This suggests that the case for roaming regulation may have not have been all that
strong.




Further Questions

* This paper provides data that supports the view that roaming regulation did not
adversely affect ARPUs and tariffs paid by consumers.

* The lack of impact on tariffs suggests that there was little or no distributional
impacts of RLAH regulation.

* However, as noted in the paper, the impact of regulation may take more time than
was covered by the data.

* Further, this paper does not address whether the regulation was to limit exercise of
market power.

* Nor does the paper shed light on the impact of RLAH regulation on investment.




Additional Comments

Not clear why roaming tariffs should exceed domestic tariffs in most of Europe
* Cost of capacity does not really depend on whether traffic is roaming or not.

* Thus, roaming tariffs above domestic tariffs suggest some exercise of market power and
price discrimination.

RLAH does not necessarily mean the exact same tariffs for all inbound and outbound
traffic, e.g., for non-EU calls

In the latter part of the period studied, data traffic had become the bulk of MBs.
Should data roaming, SMS, and voice be the same?

Unclear was whether competition would have driven down international roaming
tariffs absent RLAH regulation.
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