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	Has the issue as it applies to the question of Internet Governance been adequately identified?



	
	Yes

	
	Does the paper cover the topic with sufficient depth and accuracy?



	
	On the whole, it is very clear and factual. But there are two serious oversights (see below)



	
	

	
	Does the paper achieve a reasonable balance in weighing relevant matters?



	
	1. The report contains one highly controversial statement, but fails to qualify it or even to show any awareness of how biased the statement is. I am referring to the statement on page 1 that “Historically [international settlement] revenues were used to subsidize universal service and/or to finance investment in telecom infrastructure.” 

Untrue! In fact, monopoly telephone systems have a miserable record of promoting universal service, despite their frequent use of that term to justify their monopolies. Even in the United States, universal service resulted more from competition in the early 1900s than from long distance subsidies. Typically, inflated prices, especially inflated prices for terminating international calls, subsidize the telephone company, or the general treasury – not the expansion of service. Moreover, non cost-based pricing structures encourage bypass of the public infrastructure, thereby reducing economies of scale and efficient supply. Factually, there is no correlation whatsoever between the high international access charges and the level of telephone penetration in developing countries; indeed, the correlation may work in the opposite direction. 

The report seems to imply that the development of a country’s national Internet infrastructure can be promoted by imposing high taxes on incoming traffic. This didn’t work with voice telecommunications, and it is even less likely to work with the Internet. In the long run, prices set at cost benefit everyone. The old policy of setting international accounting rates high to subsidize national telephone companies reflected the discredited and destructive view that communication was a luxury that benefited only major businesses. Imposing additional charges on communication discourages communication, and in an information society it is the public that will suffer from that. Also, efforts to build such subsidies into the Internet will discourage diversity and competition in the supply of Internet services, because the government will have to suppress competition and new entry in order to protect the system of subsidies.

2. Another problem not adequately discussed by this paper: it is unclear if it is even possible to have a “settlements” system for the Internet. Because of the highly variable kinds of traffic, and the arbitrariness of the direction and routing of traffic in a non circuit-based system, the concept of a settlement payment makes little sense. 


	
	Any other comments

	
	


