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1. Executive Summary 

Travelling Connect welcomes the opportunity to provide its comments on the plans of the 
European Commission to introduce regulation of international roaming charges.  
 
While Travelling Connects acknowledges that there may be scope for a lowering of 
international roaming tariffs, Travelling Connects believes that introducing the proposed 
regulation to force down retail tariffs for international roaming: 
 
• is unnecessary given the recent developments in retail and wholesale pricing for 

international roaming; 
• will mortally wound the service alternatives that are emerging and are existing in the market 

place for international roaming today; 
• may negatively affect the end-user service proposition for international roaming; 
• will not be in the interest of the consumer on the long term; 
• has been insufficiently considered in the sense that it is unclear whether the stated 

objectives of the regulation will indeed be achieved by the proposed measures. 
 
These circumstances lead Travelling Connect to advocate the position that the European 
Commission should not proceed with the implementation of the proposed measures to force 
tariffs for international roaming down and, instead, should leave the currently active market 
forces to do that job for them. 
 

2. Introduction 
In the following paragraphs, Travelling Connect outlines its views about the plans of the 
European Commission to introduce regulation of international roaming charges. The views 
expressed in this document represent the views of exclusively Travelling Connect and as such 
do not represent, if any form or in any way, the views of any its customers or suppliers. This 
document is not confidential and can be made available to the public without prior permission of 
Travelling Connect. 
 

3. Aspects to be Considered 

3.1 Reasons for and Objectives of the Proposed Regulation 
The European Commission states that current retail prices for international roaming reduce 
cross-border use of mobile phones and present an obstacle to the European market for 
electronic communications. Although the logic of the European Commission is understandable 
and may seem intuitively correct, no evidence has however been presented by the European 
Commission that supports its claim that cross-border use of mobile phones is indeed currently 
hampered or that the market for electronic communications is indeed obstructed by the current 
international roaming tariffs. More importantly however, the European Commission has not 
made available reports or analyses which demonstrate conclusively that if the proposed 
regulation is introduced, the use of mobile phones abroad will indeed be significantly 
stimulated. Relevant price elasticities (will phones indeed be increasingly used abroad if the 
proposed regulation is introduced?) nor the impact on the recently emerging service 
alternatives (what will happen on the mid to long term when emerging competition loses the 
current market-pricing it feeds on?) seem to have been considered or analyzed. 
 
Given these circumstances, Travelling Connect believes the European Commission is 
proposing to introduce regulation that will have very serious consequences for the market for 
international roaming without having properly analyzed the reasons for any current reduction of 
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cross-border use of phones nor whether the desired effects of the proposed regulation are 
indeed likely to occur. 
 

3.2 Developments in the Wholesale Market 
Developments in the wholesale market for international roaming, including traffic steering and 
inter-alliance pricing, have had and continue to have today a very substantial downward impact 
on wholesale prices for international roaming. The improved margin for home operators as a 
result of lower wholesale prices allows them to pass on to the end-user a part or all of the value 
realized, as also evidenced by the recent introductions and announcements of new retail price 
plans for international roaming by major mobile operators (see also the next section 3.3). In the 
context of this consultation, Travelling Connect confines itself to referring to the discussions 
that have already taken place about this subject1. Travelling Connect establishes that there 
seems to be consensus about the assertion that competitive pressure has indeed brought down 
wholesale tariffs, as can be concluded from, amongst others, statements by the European 
Commission2. 
 
Because of the described developments in the wholesale market for international roaming, 
Travelling Connect believes it is unnecessary that the wholesale tariffs for international roaming 
are regulated. 
 

3.3 Developments in the Retail Market 

3.3.1 Emerging Service Alternatives 
Increasingly, service alternatives are coming to the market that will inevitably force down retail 
tariffs for international roaming (assuming mobile operators wish to retain their international 
roaming customers). Although there are many service alternatives emerging in the market for 
international mobile phone calls, in the context of this consultation it is sufficient to discuss the 
service alternative that will arguably be the most relevant threat to the current princing of 
international roaming: mobile phones that make can make calls using Wi-Fi connections, in 
addition to using GSM connections. When the phone uses the GSM connection it functions just 
as any ordinary GSM phone today. However, when the phone uses an available Wi-Fi 
connection3, the call is set up over an alternative transmission network, bypassing the GSM 
operator completely.  
 
Provided that the end-user is at a location with coverage of a Wi-Fi base station, the quality of 
calls using Wi-Fi connections is at least as good the quality of a call using a conventional GSM 
connection. The geographic coverage of Wi-Fi base stations is increasing rapidly (albeit 
predominantly in urban areas) which substantially increases the chance that end-users will be 
able to use a Wi-Fi connection when they want to place a call when travelling abroad. 
 
Given the fact that the majority of mobile phone calls is made from home, at work or from 
another stationary location4 (i.e. end-users stay in the same location for the whole duration of 

                                                 
1 Consultation document “ERG common position on the coordinated analysis of the markets for wholesale roaming”, 
May 25th, 2006, ERG(05)20, as well as comments submitted by operators in response; 
2 Speech by Viviane Reding, Member of the European Commission responsible for Information Society and Media, 
“Towards a true internal market for electronic communications”, European Regulators Group, Paris, 8 February 
2006; 
3 Information about mobile phones using both GSM and Wi-Fi connections can be found for example at: 
http://www.bcr.com/technology_trends/briefing/dual_mode_telephony_benefits_2005081663.htm; 
about mobile phones using Wi-Fi connections: Vonage (http://www.vonage.com/device.php?type=F1000); 
UTStarcom (http://www.utstar.com/Solutions/Handsets/WiFi/) 
4 31% of mobile calls is made from inside home; 12% is made from inside the office and 21% is made from a 
stationary location. Source: “Mobile call volume by user location”, Yankee Group 2004 
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the call), the restricted mobility currently associated with Wi-Fi connections (up to 10 meters 
indoors; up to 50 meters out in the open) does not undermine its attractiveness to end-users for 
making calls when travelling abroad. As soon as (Wi-Fi) systems and software have been 
integrated to the extent that they facilitate a smooth handover of phone conversations from one 
WiFi-base station to the other, making phone calls using Wi-Fi connections while moving 
around will become possible. Hence, as geographic coverage of Wi-Fi base stations increases, 
the technology for handing-over phone calls improves and with the advent of so called “meshed 
WiFi-networks”5 (which cover large urban and rural areas) the ability of the end-user to move 
around during a phone conversation will increase substantially.  
 
Since the cost of phone conversation using a Wi-Fi connection is substantially lower than the 
cost for the same phone conversation using a GSM connection abroad (international roaming), 
end-users will certainly start to increasingly use such ‘dual mode GSM/Wi-Fi’ mobile phones, 
likely causing GSM operators to reduce the tariffs for international roaming if they are to retain 
their customers.  
 
Regulation of Roaming Tariffs may Fatally Wound Emerging Services Alternatives 
It is important to realize that the described service alternatives have had the chance to emerge 
as a result of, amongst others, the current market prices for international roaming. The further 
growth of these service alternatives in the future will continue to be dependent on international 
roaming pricing: providers of service alternatives and providers of transmission can currently 
fund their development and growth from the attractive margins that they are able to realize 
because of the current pricing of international roaming. Should the European Commission 
interfere with these prices, margins may disappear or may even turn negative, likely causing 
the demise of the freshly emerging service alternatives. Where mobile operators are currently 
facing real and present competition in the area of international mobile roaming, the demise of 
service alternatives as a result of price regulation would create a situation where the mobile 
operators will again have the competitive playing field to themselves, unbothered by outside 
competition. Such a situation will clearly not be in the interest of the end-user and is surely not 
the intention of the proposed regulation. 
 
Because real service alternatives are now available in the market for international roaming and 
because of the necessity to keep new competition alive, Travelling Connect believes the EC 
should not regulate retail prices for international roaming. 

3.3.2 Retail Price Developments 
 
Recent Retail Price Developments 
Increasingly, mobile operators are lowering their retail prices for international roaming. This is 
an indication that service alternatives as well as recent developments in the wholesale market 
are having an effect on international roaming retail pricing. Vodafone has introduced ‘Vodafone 
Passport’6 offering substantially lower call tariffs for international roaming when calls are made 
on Vodafone networks abroad. T-Mobile has also recently announced that it will introduce new 
price plans for international roaming7. Giving these developments, it is likely that other mobile 
operators like Telefonica and Orange will follow suit and will, in their turn, announce adjusted 
retail pricing schemes for international roaming.  
 
Emergence of Service Providers 
Recently, service providers in the area of international roaming have emerged which use their 
bargaining power to negotiate more favorable commercial terms for international roaming and 
                                                 
5 For a description of ‘meshed WiFi networks' visit: http://www.technologyreview.com/articles/05/10/issue/ftl_info.asp 
6 “Passport allows all Vodafone subsidiary customers to roam at domestic rates plus a single set up fee for each call 
across the Vodafone European footprint.” Source: Vodafone 2005 
7 "Der Preisdruck ist schmerzhaft", Welt am Sonntag, February 19th, 2006; 
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pass on the associated value to the end-user. An example of such a company is Travelling 
Connect (author of this document), who uses miles or points awarded by international loyalty 
programs to pay out the obtained price reductions to end-users. The services of Travelling 
Connect are further described in section 5 of this document. 
Because retail prices for international roaming are already being lowered and will further be 
forced down by competitive pressure, also as a result from the activities of emerging service 
providers in the market for international roaming, Travelling Connect believes the EC should 
not regulate retail prices for international roaming. 

3.4 Effects of Proposed Regulation on End-user Proposition 
Should the proposed regulation be implemented (and cause margins of mobile operators on 
international roaming to diminish), an rational and understandable reaction of mobile operators 
will be to look for costs savings in the area of international roaming. Typically, mobile operators 
have multiple roaming agreements in place for a given destination, i.e. with most of the local 
mobile operators. However, the closing and maintenance of those agreements require 
continuous financial investment and consume substantial amounts of human resources. An 
obvious area for cost savings for mobile operators as a rational response to regulated margins 
would be to discontinue all but one of the roaming agreements per destination country. Such a 
development would most certainly not be in the interest of end-users: the ability to chose 
among several networks when travelling abroad currently provides end-users with a very high 
likelihood that that can make phone calls, since an individual operator in a given destination 
country usually does not cover the total geographic area of its market. In addition, some mobile 
operators offer additional services (for example GPRS, intelligent routing of calls etc.) that are 
not (yet) offered by other operators in a given destination country, as a consequence of which 
service availability for end-users will also likely suffer. 
 
Because roaming agreements may be terminated by home operators seeking to make cost 
savings, there is a significant chance that end-user propositions will deteriorate (in the form of 
worse service coverage as well as worse service availability), Travelling Connect believes the 
EC should not regulate retail or wholesale prices for international roaming. 

3.5 Effects of Proposed Regulation on Roaming between EU and non-EU Countries 
Should the European Commission proceed with the implementation of the proposed regulation, 
which will—as far as Travelling Connect is able to identify—require that “international roaming 
charges will not be higher than national roaming charges”8, the question arises how 
international roaming calls placed by end-users on mobile networks outside the EU are going to 
be priced by the EU (home) operator of that end-user. For the proposed regulation will not likely 
apply to the IOT (wholesale) tariffs that non-EU mobile operators will charge to the home 
operators of end-users inside the EU. In such circumstances, there seem to be two scenarios 
for retail prices:  
I) the EU home operator is legally not allowed to charge higher than national roaming 

charges and may be forced to discontinue roaming services for its end-users in 
countries outside the EU because its wholesale cost exceeds the regulated retail price, 
or 

II) the regulation puts no restrictions on retail prices for international roaming calls placed 
on networks outside the EU.  

The materialization of Scenario I would be unacceptable given the stated objectives of the 
proposed regulation. Scenario II would maintain the current revenues of EU operators for calls 
made outside the EU. For EU end-users this situation may be confusing: they will pay current 
international roaming retail prices when making calls outside the EU but will pay (at most) 

                                                 
8 Speech by Viviane Reding, Member of the European Commission responsible for Information Society and Media, 
“Towards a true internal market for electronic communications”, European Regulators Group, Paris, 8 February 
2006; 
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national roaming charges when making calls inside the EU.  
 
For calls by non-EU citizens on EU networks, a similar question arises. In this case, there seem 
to be two scenario’s for wholesale prices: 
III) the EU home operator is legally forced to charge a regulated wholesale price (e.g. some 

sort of “national roaming retail-minus”) to the non-EU home operator of the end-user 
making calls in the EU, or 

IV) the regulation puts no restrictions on wholesale prices charged by EU operators to the 
home operator of the non-EU end-user making calls in the EU.  

Scenario III leads to a situation where the non-EU operators substantially increase their margin 
as it is unlikely that they will decrease their retail tariffs as a result of EU regulation. The EU 
end-user is not helped at all in this way. Scenario IV would allow EU operators to charge the 
current wholesale tariffs and would not effect the margins for this type of calls. 
 
Only in scenarios II and IV will the competitive situation between EU and non-EU operators 
remain more or less neutral, although EU operators will be at a significant disadvantage vis a 
vis non-EU operators who will be able to continue to charge market prices for international 
roaming to their customers while EU operators will lose substantial amounts of revenue under 
the proposed regulation of roaming charges. 
 
Because the details of how the regulation would be implemented are unclear while the 
European Commission has not evidenced their appreciation of the complexity of the world-wide 
roaming business, Travelling Connect fears that any potential regulation that will eventually be 
implemented will insufficiently take into account the effects it will have on roaming between the 
EU and the rest of the world as well as on the relative competitive position of operators inside 
the EU vis a vis those in the rest of the world. 

3.6 Timing of Proposed Regulation 
Travelling Connect has difficulty understanding why the European Commission has waited until 
this moment to consider taking measures. The situation which the proposed measures of the 
European Commission are meant to change has been in place for more than 10 years. Today 
however, market forces are already forcing both wholesale and retail tariffs for international 
roaming down as a consequence of more competition among mobile operators but also as a 
result from service alternatives and service providers that are emerging in the market of 
international mobile roaming. While at this point in time the emerging service alternatives are 
making significant progress, the artificial (because legally enforced) reduction of retail prices for 
international roaming will very substantially reduce the scope for service alternatives to survive. 
Introducing EU measures now would be both too late as well as cripple service alternatives 
which are finally starting to emerge. 
 
Taking all these circumstances into account, Travelling Connect fears that those people may be 
right who claim that the proposed regulation serves more of a public relations purpose for the 
European Commission than that it will actually achieve what it says it intends to achieve: 
making the consumers better off on the long term. After the de facto rejection by the citizens of 
the EU of the European Constitution, the measures to reduce international roaming tariffs now 
proposed by the European Commission is considered by those people as a way to show the 
public that the EU can do relevant things for them, in this case lowering the retail tariffs for 
international roaming (which--indeed—most people consider to be relatively high when 
compared to national calling charges). Travelling Connect hopes that European Commission 
will demonstrate convincingly that public relations is not what it has in mind when it chooses to 
proceed with the regulation of roaming tariffs. 
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4. Conclusion 
While Travelling Connects acknowledges that there may be scope for a lowering of 
international roaming tariffs, Travelling Connects believes that introducing the proposed 
regulation to force down retail tariffs for international roaming: 
 
• is unnecessary given the recent developments in retail and wholesale pricing for 

international roaming; 
• will mortally wound the service alternatives that are emerging and are existing in the market 

place for international roaming today; 
• may negatively affect the end-user service proposition for international roaming; 
• will not be in the interest of the consumer on the long term; 
• has been insufficiently considered in the sense that it is unclear whether the stated 

objectives of the regulation will indeed be achieved by the proposed measures. 
 
These circumstances lead Travelling Connect to advocate the position that the European 
Commission should not proceed with the implementation of the proposed measures to force 
tariffs for international roaming down and, instead, should leave the currently active market 
forces to do that job for them. 
 

5. Background and Contact Information 

5.1 About Travelling Connect 
Travelling Connect helps mobile operators to stimulate their international inbound roaming 
traffic. Travelling Connect achieves this by closing partnerships with (international) customer 
loyalty programs that market the service of affiliated mobile operators to their loyalty program 
members (end-users). Those end-users then select the network of the affiliated mobile operator 
when they travel abroad, thereby creating additional inbound roaming traffic for the affiliated 
operators.  
 
Travelling Connect launched its service with Hilton Honors and T-Mobile at the beginning of 
2005. Since then, KLM/Air France (Flying Blue), Alitalia's (Mille Miglia), Marriott Awards, Royal 
Brunei Airlines, SN Brussels (Privilige) and Malaysia Airlines (Enrich) have joined as partners of 
Travelling Connect.  
 
Among the customers of Travelling Connect are currently the T-Mobile Group and the Orange 
Group. The service of Travelling Connect is live in the United Kingdom, Germany, the 
Netherlands, Austria (T-Mobile), Belgium (Mobistar/Orange) and Indonesia (Indosat). In the 
course of 2006, Travelling Connect expects to close further service agreements with mobile 
operators in Europe, Asia and Latin America. For more information visit: 
www.travellingconnect.com 
 

5.2 Contact Information 
Travelling Connect B.V. 
www.travellingconnect.com 
 
Marc Jurgens, Director 
marcjurgens@travellingconnect.com 
mobile +31 626 554 664 
 

Teleport Towers 
Kingsfordweg 151 
1043 GR  Amsterdam 
the Netherlands 
 

-- end of document -- 
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