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Trends in the International Telecommunications Industry

Overview


This report traces the development of the international telecommunications industry from 1950 to the present.  Most of the data presented herein came from carrier tariffs, accounting rate agreements, and annual statistical reports, such as the international traffic data and circuit status reports filed pursuant to sections 43.61 and 43.82 of the Commission's rules.  Much of the data presented in this report were previously published in the Statistics of Communications Common Carriers (SOCC) and in annual Section 43.61 International Telecommunications Data reports released by the Common Carrier Bureau and Section 43.82 Circuit Status Data reports released by the International Bureau.  Annual volumes of the SOCC and recent editions of the traffic data and circuit status reports are available in the Federal Communications Commission's Reference Information Center, Courtyard Level, 445 12th Street S.W., Washington, D.C. 20554, (202) 418-0270.  Recent data from these sources also are available from the FCC-State Link at http://www.fcc.gov/ccb/stats and  http://www.fcc.gov/ib/td/pf/csmanual.html. 


Tables 1 through 5 present an overview of economic trends in the industry.  Tables 6 through 14 provide detailed data for 40 countries.  Tables 15 through 19 provide detailed traffic data by region of the world.  Tables 20 through 25 provide price and accounting rate information for the same 40 countries.  Tables 26 through 29 provide traffic information for selected carriers.  Figures 1 through 16 use information from these tables to highlight selected trends.  Appendix A presents technical notes on the traffic data.  Appendix B provides sources of additional information.

Trends

·
In 1975, international service represented less than 5% of the revenues U.S. carriers received from providing all long distance services.  It grew to 19% of overall toll revenues over the next 20 years and then dropped to 18% in 1998 and 17% in 1999.  The relative amount of international toll revenue declined because of significant price reductions for international calling.  See Figure 1 and Table 1, Table 2, and Table 3.  

·
In 1950, telegraph service accounted for 80% of international service revenues.  Today, telephone service accounts for about 95% of international service revenues.  See Figure 2 and Table 1.

·
Private line service revenues, although only a small percentage of total international service revenues, have grown rapidly in recent years from about $0.5 billion in 1995 to $1.2 billion in 1999.  See Table 1.

·
The average revenue billed to end users for a minute of international telephone service declined from $1.34 in 1980 to $0.53 in 1999.  The number of U.S. billed minutes increased from 1.6 billion to 28.4 billion during the same period.  U.S. billed minutes increased by 17% in 1999 compared to the year before.  See Table 2. 

·
When a call originates in the United States, typically a U.S. carrier provides for the origination of the call and a foreign carrier provides for termination of the call.  The two carriers jointly carry the call between the countries.  The U.S. carrier bills the customer and owes a settlement payment to the foreign carrier.  At one point in the early 1980s these settlement payments represented almost three-quarters of the amounts billed to U.S. customers for international calls.  Today, these payments represent less than half of the billed revenues for international calls.  See Figure 3 and Table 2.

·
For almost all countries, the per-minute settlement payments are symmetrical – with the U.S. carrier receiving the same per-minute payment when it completes a call for a foreign carrier as it pays when the foreign carrier completes a call for it.  The U.S. settlement payments owed, however, have been significantly higher than the average U.S. settlement receipts due.  See Table 2.  Some of this is due to traffic imbalances.  Another significant factor is that U.S. carriers terminate a significant amount of collect calls and pay foreign carriers surcharges for these calls.  U.S. carriers receive surcharges when U.S. residents place collect calls to other countries, but it is much more common for U.S. residents to receive collect calls.

·
U.S. carriers net retained revenue per-minute (billed amounts less settlement payments plus settlement receipts, divided by all originating and terminating minutes) has dropped significantly.  See Figure 4 and Table 2.

·
International calling has grown rapidly over time.  Over the last 6 years, U.S. billed minutes of calling have been growing at about 16% per year compared with about 12% per year for foreign billed minutes of calling.  See Figure 5 and Table 3.

·
New traffic arrangements such as “country direct” and “call reorigination account for some of the differential in growth rates.  With country direct service, U.S. carriers bill for calls that otherwise might be billed by foreign carriers.  With call reorigination, U.S. carriers report as U.S. billed calls traffic that otherwise might be reported as a foreign billed call.  U.S. billed minutes grew at 14% per year if this traffic is removed.  See Table 3.  The growth rate would be even lower if call-back traffic could be removed from the traffic statistics.  See annual Section 43.61 International Telecommunications Data reports for detailed descriptions of different traffic arrangements.

·
From 1980 through 1996, the imbalance in growth rates more than offset the decline in settlement rates.  The result was that net settlement payments to foreign carriers grew from $300 million in 1980 to $5.7 billion in 1996.  During the last three years, the decline in settlement rates more than offset the growth rate in U.S. billed minutes.  The settlement amount declined to $4.6 billion in 1999.  See Figure 6 and Table 3.

·
Relatively little information is available concerning the use of international telephone service in other countries.  Generally, U.S. carrier billings have grown more rapidly than foreign carrier billings.  See Table 4.

·
Declines in prices and increases in traffic are linked to dramatic increases in cable capacity at decreasing costs per circuit.  Cable investment costs represent less than one cent per-conversation minute on new systems and new per-circuit cable costs continue to fall.  See Table 5.

·
In 1990, almost half of all U.S. international calling was to Canada, Germany, Mexico, and the United Kingdom.  However, traffic growth generally has been greater to other countries.  As a result, international calling to Canada, Germany, Mexico, and the United Kingdom represented about 40% of traffic in 1999.  See Figure 7 and Table 6.

·
Return traffic is more concentrated.  Canada, Germany, Mexico, and the United Kingdom accounted for about 60% of foreign billed minutes in 1999, up from 57% in 1990.  See Figure 8 and Table 7.

·
For routes with the most traffic, growth in minutes tends to be fairly smooth over time.  Routes with lower volumes of traffic are more likely to show changes in growth rates over time.  This may indicate that reporting is more reliable for the routes with the most traffic.  See Figures 9 and 10 and Table 6.

·
Over the past five years, prices for calls to each of the 40 countries tracked in the tables have declined.  In general, declines have been greatest where the per-minute charges were highest initially.  See Figure 11 and Table 9.

·
Net settlement payments to an individual country change because of changes in traffic patterns and changes in settlement rates.  Country-to-country and period-to-period differences for net settlement payments are much greater than for other traffic statistics.  For example, the net settlement payments from U.S. carriers to carriers in Canada decreased from $125 million in 1995 to $48 million in 1999.  The net settlement payments to carriers in India more than doubled over the same period.  See Figure 12 and Table 10.

·
AT&T basic schedule international rates have increased significantly in recent years.  AT&T discount rates have increased slightly.  Billed revenue per minute, however, has declined significantly.  See Figure 13 and Tables 20 through 23.  This may reflect several factors including customers shifting from basic rate plans to discount plans, price decreases to high volume business customers, and an increasing share of minutes being sold through resellers (some as calling card traffic). 

·
For ordinary calls, the settlement payout per minute is equal to half the accounting rate shown in Table 24.  In recent years, the average price charged to customers has been roughly equal to the average accounting rate.  Prices have been declining by about the same amount as accounting rates.  The net amount that carriers retain for handling all international traffic is a function of both the amounts they retain for calls they bill and the amounts they receive when they terminate calls for foreign carriers. The net amount has not declined as rapidly as either billed revenue per minute or accounting rates.  See Figure 14 and Tables 2, 3, 9, and 25.

·
Total U.S. billed revenues for international telephone service declined from 1997 to 1999 even as U.S. billed international minutes increased by about 25%.  AT&T’s share of international telephone service revenues has fallen significantly in recent years.  See Figure 15, Table 3, and Tables 26 through 28.

·
AT&T’s U.S. billed minutes grew by about 7% per year from 1993 through 1999.  However, since other carriers’ traffic grew more rapidly, AT&T’s share of U.S. billed minutes dropped a total of 24 percentage points over this period.  Smaller carriers made the greatest gains.  See Figure 16 and Table 29.  






