PhoneAbility
Notes on Funding of Relay Services

SUMMARY
Relay Services are essential for people with speech or hearing difficulties if they are to be able to make full use of the telephone networks, on level terms with the rest of the population.  These services are expensive to provide and it is not reasonable for disabled people to bear the costs themselves, especially as they tend to be among the lower income groups.  Consequently, there is a difficult question as to how these facilities should be funded.  Spreading the costs across the entire tax base might be the fairest approach but it is unlikely in present economic circumstances, so there is a need to find a more specific source of revenue.  This is likely to mean raising the necessary funds from within the telecommunications industry – however that might be defined – and therefore from its customers.

This paper looks at two other mechanisms (that is, apart from general taxation) that will be permitted under the relevant Single Market Directives and concludes that the best short-term option will be to make use of a Universal Service Fund, for which there is long established authority.  It argues that the alternative, of making each service provider entirely responsible for the delivery of relay services to its own customers, is likely to result in business models that are not in the users’ best interests and hence liable to create pressure for regulatory intervention on consumer protection grounds.  The administrative task of managing a fund may, in practice, be no greater than this particular alternative and the outcomes can be expected to be fairer and more transparent.

Whatever funding model might be adopted in the short-term, it is nevertheless of vital importance to retain the greatest degree of legislative flexibility allowed by the EU Directives, so that future actions can be associated with the opportunities presented by fast-moving communications technologies.

Introduction
PhoneAbility has no single preferred view as to how telecommunications relay services for disabled people should be funded, but we are convinced that no viable option should be closed off at this stage.  The UK’s implementation of the revised EU Framework Directives (on Electronic Communications) is about to take place and there are extended mechanisms in the new documents for funding special services for disabled people.  We wish to ensure that none of these are blocked off by short-term considerations in the UK’s approach to the amending legislation.  For this reason, we have thought it appropriate to review the range of possible funding approaches, with a brief commentary on the merits of each one.  Because this is a sector where technology moves at a great pace and consumer expectations tend to follow rather than to lead, it is essential that maximum flexibility is retained in the legislative process regardless of the shorter-term solutions that may be expedient.
Why is funding necessary?

In general, the process of improving accessibility to electronic communication services of all kinds, for disabled and elderly people, should be achieved by applying the principles of inclusive design to mainstream offerings.  In that way the added costs will be minimised and even eliminated as better designed and more acceptable products emerge to compete effectively in a fully commercial market.  Even seemingly ‘special’ features will come to be incorporated as instances of ‘reasonable adjustments’ required of suppliers as a result of Equality legislation, with the added costs then spread over the whole organisation as part of its normal business overheads.  
However, there are some aspects of service provision that cannot be regarded in this way, because they involve modalities that are totally different from those required by most users of the service and must therefore be delivered separately, usually on a different business model.  The more obvious of these parallel services are the relay services for deaf and hard of hearing people, in which voice conversations are transposed into other formats – such as text – which can be followed visually.  These relay services are used also by people who cannot produce intelligible speech.
Because these transposition processes require the intervention of a human operator at the present state of technology, they are expensive to run.  Text relay services also tend to be slower than voice conversations because of constraints on typing speeds (although there are technologies available which can circumvent this problem), and therefore calls charged on a per minute basis on these services are more expensive.  The added costs of relay services can be considerable and, typically, they have been met through some form of Universal Service mechanism.  Universal Service has until now been subject to regulatory restrictions that have confined its scope to narrow-band landline networks.  The relaxation of these restrictions granted in the revised Directives gives scope for the introduction of improved and extended subsidised relay services, and therefore makes the question of funding one of headline importance.
Types of Relay Service

There are three types of relay service to be considered:  text relay, video relay service (VRS) and captioned telephony.  Each of these is or has been available in the UK, but only text relay is currently offered as a subsidised service (under BT’s brand name of Text Relay).
Conventional text relay has been available in the UK for many years; it is provided on the PSTN by BT as part of its Universal Service commitment and can be accessed from other networks, including mobile (although not without some difficulty).    
Video relay is used by deaf and speech-impaired people who have difficulty in following written text because their native language is sign language.  It is significant to note that British Sign Language (BSL) is one of the officially recognised languages of the United Kingdom.  VRS is available in the UK but has not so far been eligible for Universal Service funding because it has to be delivered over broadband connections.  Although the service itself is not subsidised, some financial support is available to users through the Government’s Access to Work scheme; however, this funding is subject to the strict criteria imposed by that scheme.
Captioned telephony is a form of visual sub-titling in which the remote end of a telephone conversation is duplicated as text for users with limited hearing but good speech.  The text is presented on a screen while the incoming speech is still available on a normal voice terminal.  Hard-of-hearing people can use the captions to supplement the speech signal, while profoundly deaf users will rely totally upon the captions.  In all cases the outgoing speech is transmitted over the voice circuit in the usual way.  This service requires a separate circuit, which may be broadband, to route the incoming speech to the relay service, where the captions are generated with minimal delay, and then to transmit them to the user’s screen.  The remote partner in the call plays no part in facilitating the relay connection (but should be aware that a third party in engaged in the conversation).
Costs of Relay Services

The necessary involvement of a human intermediary in each and every call makes relay provision expensive; costs could approach those of language translation relays which operate on a purely commercial basis.  This situation is unlikely to alter until machine transposition of speech into text and other formats has reached the stage where acceptably low error rates can be obtained, even with ‘untrained’ speakers.  
Expressing costs in terms of price per call minute provides the easiest form of comparison but is liable to be misleading because various forms of bulk package are available for most types of relay service, as well as for simple voice calls.  An approximate guide can be found in the report for Ofcom by Plum Consulting, where text relay is quoted as costing nearly £0.8 per minute, VRS £2.5 per minute and captioned telephony £2 per minute.  The same report suggests that a factor of 4 times should be applied to the current text relay to allow for the slower rate of information transfer in this service.  In other words, the normalised cost of sending the same message content by any of these three relay modes amounts to between £2 and £3 per minute of time required in the equivalent voice call.  The figures for VRS are broadly supported by data from Germany, where the costs vary between €9 per minute (for very low usage) and €1.8 per minute depending upon the type of package taken.  Domestic users of VRS in Germany pay €0.28 per minute plus a flat fee of €5 per month, with the balance of cost being met by a fund.  However, it is not clear if this arrangement will conform to the ‘equivalence’ requirement now being introduced by the revised Directives.
Funding Mechanisms

Essentially there are three ways in which the costs of relay services (for disabled people) might be met – leaving aside the option of the user paying the full commercial cost, which is not realistic for reasons of economic ability and fairness.  
These three approaches are: 
· direct or indirect subsidy from Government, 
· direct subsidy from a Universal Service Fund, or 
· unsubsidised absorption of costs by the telecommunications service providers themselves.

Subsidy from Government  
In this model, Government or its Agencies meet the added costs of providing a relay service, either by direct payments to the organisations delivering the service or indirectly by funding the users individually.  The revenue needed to make these payments is drawn from general taxation, so the costs of relay provision are spread across the entire tax base.  It is widely recognised that the UK Government is not likely to implement any such scheme in present circumstances, beyond some possible adjustments to the ‘Access to Work’ scheme which provides funding to a few users of VRS.  However, it should be regarded as important in the UK’s implementation of the revised Directives that there should be an opening for increased state funding at some future date.  Also, the devolved Administrations may take the view that they can fund some relay services for users in their own territories, either now or in the future, if they can find ways of confining that funding to the intended recipients. 
Subsidy from a Universal Service Fund  
The Universal Service Directive permits Member States to designate providers of socially-necessary but loss-making services and to compensate them for net financial loss through a fund established for the purpose.  This mechanism has not so far been used in full in the UK, although BT has long been designated as a Universal Service provider.  This is because the Regulator at that time took the view that the net benefits to BT of being so designated provided compensation for the loss-making obligations and so no additional funding was necessary.  
Managing such a fund is likely to be a complex administrative task, as there will inevitably be contention over who should contribute to it and which services should be its beneficiaries.  The contributors are presumed to be the companies who provide all kinds of publicly available telecommunication services, and they would be required to subscribe a portion of their revenues.  The beneficiary services might include tariff rebates for low-income customers, assistance with Directory Enquiry services, priority fault repair and specified relay services.  A strong argument could also be made for supporting the provision of terminal equipment which is both affordable and accessible for disabled people.  Some of these services are now required of all providers through General Conditions, which is the third of the funding mechanisms.
Unsubsidised absorption of costs 
In this mechanism, which is commonly known as the ‘General Conditions’ route, the Regulator requires all service providers to deliver the designated services and to meet all consequent costs themselves,  This is done by writing the requirements into the General Conditions of Entitlement, which are the licence conditions that are binding upon all telecommunications service providers.  No fund is needed and administration is thereby simplified, or so it might seem.  Apart from the difficulty of persuading service providers to take on a growing list of obligations, some of which may be very costly, there is a potential problem of deciding how the obligations might be discharged in networks of widely differing types and specialisations.  Monitoring, and subsequent enforcement, of the requirements are also potential sources of much difficulty, given that the services demanded will be essentially loss-making.  
There is no commercial gain to an operator in improving such a service (except in the sense of making it less costly to run) because a better service will attract more usage from more customers, and therefore heavier losses.  This business model is the very opposite of that which users would want to see, and much regulatory time would therefore be needed in setting minimum service parameters and quality of service criteria, and then enforcing them.
Cost Capping  

There are strong arguments for applying cost-caps in the funding of relay services, to protect against runaway escalation should the services prove more popular than expected.  Cost escalation can arise through rapid expansion of user numbers or of call minutes per user, and through skill shortages affecting the availability of relay operators.  Whatever funding mechanisms are selected, some form of limit would be prudent.  It may be noted that even the present Text Relay service is cost-capped, although the cap limit has not been reached.  The main purpose of a cost cap should be to trigger a regulatory policy review, so that the service can be re-configured as necessary to ensure its continuation, and of course the cap is unlikely to be reached if the initial estimates of take-up and usage were valid.

Comparisons  
As Government subsidy from general taxation is not currently a realistic prospect, the short-term choice must be seen to lie between a Universal Service Fund (USF) and the General Conditions (GC) route.  There may be some increased support from the Access to Work scheme for VRS, since this form of Government subsidy is already available, but this is unsatisfactory for most potential users as it cannot be used for purely social calls.
It does not follow that funding for necessary services should be exclusively from a USF or exclusively from GC obligations. The revisions to the Directives allow for either approach, while noting that if a GC obligation has been placed on all service providers, it is not then appropriate to mandate that same obligation as part of Universal Service (as the designated providers would then be able to seek compensation from the USF).  It would seem that some types of service would more appropriately be funded through the first approach and others from the second.  It is quite likely that the core provision of each type of relay service could be mandated using the USF approach, with the designated providers being able to claim compensation for loss from the Fund.  The further obligation to facilitate connection to any of these designated services - with rebates on call costs where appropriate (as when connecting to slow text relay services) - could be placed on all operators through the GC route.

A possible model to facilitate arbitration on this point would be through consideration of the Disability Discrimination Act and its sequels.  For example, if a proposed measure fell within the broad description of a ‘reasonable adjustment’ to be made by all service companies at their own cost, it would not be reasonable for any of those companies to expect funding of such adjustments from a USF.  Such an approach would differentiate between, for example, extended free operator assistance – which could be viewed as a reasonable adjustment - and rebates for low-income customers – which are in a very different category.

Applying that test to relay services does not yield a completely clear-cut answer, however.  It might be entirely reasonable for companies to fund in full all relay communication with their own offices – sales and customer service, for example – but less reasonable to do this for the generality of public communications that are carried over their circuits.  As the costs of the latter could be considerable and also liable to escalate over time, a more robust and justifiable mechanism would be preferable.  In present economic circumstances that preferred mechanism will probably be through a USF.  To avoid undue complexity, relay supported calls made to each company’s own offices could be subsidised from the Fund, just as they would be for companies outside the telecommunications sector. The telecommunications providers will, after all, have made contributions to these costs through their financial obligations to the Fund.
There is a cogent argument to the effect that bringing potentially large numbers of economically active users (especially if hard of hearing people are included) into the general orbit of voice telephony will bring commercial advantages across a very wide range of business activity.  It then follows that the cost of facilitating this move should be spread very widely and not confined to the telecommunications sector.  If support from general taxation is – for the present – to be ruled out then the nearest likely equivalent is through a system of contributions collected indirectly from all the users of telecommunications services.  This would be achieved in practice by a levy upon the suppliers of those services, who would be acting as collectors of that tax levy in order to provide revenue for the USF.  In other words, the levy would still be raised from telecommunications sector, but as broadly as possible.  It might be set on criteria linked to the extent of a company’s market – such as the number of customers connected – rather than simply upon its turnover or declared profits.  These aspects would need careful consultation and consideration by the administrators of the Fund, but it would be possible to raise the income from a significantly wider base than the operators of the core communications networks.
Conclusion

Use of the USF funding route would allow the regulator to designate more than one operator for each type of relay service, thus giving disabled end-users choice of undertakings, and also to encourage innovation and improvement.  The better services would thus attract more customers and hence more revenue.  The GC route, on the other hand, would reverse that incentive and could also restrict choice if most of the operators chose to contract-out relay services to the same (lowest cost) provider.  

There is a crucial question of which types of relay service should be designated or mandated at the outset.  The principle of equivalence would require all three of the relay modes listed in this document to be provided if significant groups of disabled users were not to be denied service.  However, a more realistic approach would be to proceed gradually, by reacting to demand and take-up in a market sector which was no longer artificially depressed by regulatory conditions.
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