


































3.9 A composite business user basket

As the final stage of the analysis, it is possible to construct a composite business user
basket for those countries where all the services discussed and tariffs can be compared. The
results of this basket are shown in graphic form in Figure 3.22 for both US$ exchange rates and
PPPs.

The composite basket has been constructed from the data contained in Figures 3.8 (national
telephone. basket), 3.13 (international calls), 3.15 (mobile telephone charges), 3.17 (leased line
charges) and 3.20 (PSDN charges). In each case the dataset has been reduced to index form,
with the OECD average set at 100, and then combined according to the following ratios:

- National telephone basket - 50 per cent, of which 10 per cent is from fixed
charges and 40 per cent from usage charges;

- International calls - 20 per cent;
- Mobile telephone basket - 10 per cent, of which 3.3 per cent is from fixed

charges and 6.7 per cent from usage charges;
- Leased line charges - 10 per cent, of which 6 per cent is from 9.6 kbit/s lines, 3

per cent from 64 kbit/s lines and 1 per cent from 2 Mbit/s lines with users
assumed to downsize their capacity if a particular service is unavailable;

- Packet-switched data communications charges - 10 per cent, of which 3.3 per
cent is from fixed charges and 6.7 per cent from usage charges.

The ratios defined above are, to some extent, arbitrary and can be altered to suit the revenue
patterns of different PT0s using the same data provided in the tables, but this would not change
the results substantially. The data provides no evidence for an "economies of scope and scale"
argument in European public telecommunications. Most of the largest countries in Western
Europe have tariffs which are above the OECD average. The United Kingdom is disadvantaged
by its high local call charges, France by -its uncompetitive mobile telephone system, Germany
by its very expensive leased lines and Italy and Spain by high charges for both leased lines and
packet-switching. The data provides little evidence either to suggest that physical geography is a
major determining factor. For instance, both a flat country (Denmark) and a mountainous
country (Switzerland) feature among the cheaper countries in Europe. The only generalisations
that can be made are that for a user it is better to be in a small country than a large country, a
northern European country than a southern European country and preferably to be in
Scandinavia or Benelux. However, it is clear that there are many other factors involved.

While this exercise of constructing a composite user basket is illuminating, it cannot really
be used to determine policy conclusions unless there is some attempt to relate observed prices to
underlying differences in cost structures and pricing strategies. These themes are taken up in
chapter four on tariff structure indicators and again in chapter seven on possible reasons for
tariff disparities.
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