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�Comment��1. 	American Express International�Endorses the comments from the Hong Kong Telecommunications Users Group.



Structure of fixed telecoms



The assessment and subsequent telecommunications policy must be based on achieving the objectives of:

the long term benefits to the end users

meeting HK's obligations for the development of an information infrastructure



Advocates the Australian approach to enshrine the objective of the long term interests of end users through the consideration of the subsidiary objectives of:

promoting competition in markets for communications carriage services and services supplied by means of communications carriage services

achieving any-to-any connectivity

encouraging the economically efficient use of and economically efficient investment in telecommunications infrastructure.



This has the significant advantage of:

maintaining the focus on the ultimate objective of regulatory reform - benefits to the end-user in terms of more services, better quality and lower prices

ensuring that all relevant issues - both supply side and demand side - are taken into account in assessing a policy impact.



Moratorium



Whether to extend the 3-year moratorium should be considered from the perspective of which option will further the long term interests of end users of the services, not from the perspective of the licensees.  Supply side commercial interests are relevant to the extent to which infrastructure investment will be impeded or advanced by adoption of the options, but are only part of the equation.  The policy option for FTNS market to meet the identified policy objectives is open competition - open licensing with no barriers to entry.  There is no supportable policy reason for either extending the existing moratorium or issuing a limited number of licences.



External telecoms - services



Supports open licensing of external voice ISR licences.



External telecoms - facilities



Open competition in facilities-based external services is the only policy option which meets the defined objectives.  Restricting entry to the existing FTNS licensees will meet neither objective, and the intermediate objectives identified would inevitably lead to protracted issues of definition and interpretation.



Regulation



If there is to be optimal development of the industry, the market power of the long dominant incumbent needs to be constrained.

��2. 	Anonymous ISP�Interconnection



Considered that PNETS charges were unfair, in effect financing Hong Kong Telecom IMS's operations.  Considered that T1 lease charge should be reduced.



External telecoms - services



Granting unlimited ISR voice licence will definitely encourage competition, but the first year could be difficult because Hong Kong Telecom still holds the monopoly on all IPLCs until 2000.



Convergence



Convergence is fine as long as it does not create a monopolistic situation.  Hong Kong Telecom's VOD service of broadband Internet utilising ADSL has created a new monopoly for high speed Internet access.

��3. 	AT&T Asia/Pacific Group�Moratorium



It is virtually impossible for a regulator to predict how a fully competitive market will organise itself.  All a regulator can do is to ensure that an environment is created which allows fair competition to develop.  The Government should not restrict the number of telecommunications providers that are licensed.



Supports the end of the moratorium.  Opening up the market to a greater number of competitors will help expand competition.  Broad, all inclusive licensing provides incentives for new market entrants to develop their businesses as they choose, responding to the economics of alternative strategies in ways that increase the likelihood of profitable performance.



External telecoms - services



Supports the preference of not limiting the number of service-based licences for external services.  The voice-ISR market should not be artificially constrained as a continuation of the special protections.  Providers of voice ISR in 1999 are likely candidates to become facilities based providers in 2000.



External telecoms - facilities



There is no legitimate rationale for limiting entry into the external facilities market or adopting a managed competition approach, since the existing FTNS operators would have plenty of time to prepare themselves for the advent of full fledged competition.  Option 3 sends a clear message to companies contemplating entry into the Hong Kong market that the Government has fully embraced competition and the market risk will be limited to the usual commercial uncertainties.

��4. 	Champion Technology Holdings�Moratorium



See no reason why the number of FTNS licences should be limited and why such licence should be limited to fixed wire services, given the rapid deployment of radio based services.



Structure of fixed telecoms



The criteria on which licences are granted should be publicly stated before the event and the whole process should made public.



The regulatory environment does not put the ordinary consumer at the head of its priority list.  FTNS licence holders should be made to cover the whole of Hong Kong with their service provision.  The Authority should, as a contractual obligation, insist the coverage of Hong Kong within a given period before any extension to FTNS licences is granted.



There should be a specific local content requirement for granting FTNS or other telecommunications licences to benefit local businesses.



Fixed vs mobile



Fixed and mobile services have already converged.  In future, any licences for "fixed wire" services should allow direct competition from radio based services.

��5. 	China Light and Power�The Government should consider the possibilities of emerging power line carrier technology in devising a suitable regulatory environment.

��6. 	City Telecom (Hong Kong)�Moratorium



The FTNS operators put more emphasis on the competition of the market share of international services rather than the introduction of new and innovative service to consumers and the development of local fixed telecommunications network facilities.



Welcome the issue of more FTNS licences provided they meet the financial and technical specifications required and contribute to accelerate the progress of the local fixed telecommunications market.



Agree that FTNS licences could be issued subject to demand and the meeting of necessary prudential checks to protect competition and consumer interest.  The Government could establish pre-specified obligations with respect to local network infrastructure which should be aligned with the quality and variety of service the FTNS operators provide, not just simply restrict to the actual achieved business or residential lines they have built up.



External telecoms - services



An open external services market conducive to fair competition is the best protection of consumers' interests.  A cost-based delivery charge structure is the basic criteria of setting the interconnection arrangements by Government to prevent FTNS operators hijacking other competitors through unregulated delivery charges.



External telecoms - facilities



Support not imposing a limit on the number of external facilities licences, so that other operators do not have to rely on the facilities controlled by a limited number of licensees to deliver their services.



Do not support the argument that the existing 'sunk' local investments by FTNS operators would be in jeopardy.  These operators have received considerable income from the delivery fees in the last few years which almost compensated for their investment made on the local network facilities.



The Government is only required to consider whether the consumers' interests are fully protected and the value-for-money service are returned, when issuing more licences.  The investment risk should be left for the consideration of the licensee himself.



Agree with Option 3 that allows open entry to an unlimited number of service suppliers in all market segments as the market demands.

��7. 	Consumer Council�External telecoms  - services



Supports not to impose any limits on the number of licences for external telecoms services, since new operators can enter the external services market with little set up costs and the economies of scale are low, thereby benefiting consumers through free competition.



External telecoms - facilities



Of long term benefits to consumers if the market, including facilities market, could be liberalised completely.  Understood the concerns of cream skimming.  Consider that appropriate measures could be incorporated in licences conditions to prevent this.



Should strive for equitable balance between encouraging innovation and controlling cream skimming.  Operators should show a long-term commitment to Hong Kong in terms of technology transfer, capital investment etc.



Interconnection



Government should consider encouraging a common duct system to reduce the frequency of road opening and facilitate introduction of new companies and technologies.



Telecommunication Ordinance should be amended for statutory force for common duct in building planning to allow non-exclusive access.



Convergence



Government should review the implications of convergence of different technologies as related to the licensing policy of fixed telecoms.



Fixed vs mobile



Agrees that the TA should have a consistent licensing policy between fixed and mobile telecoms but should consider the effect on the dominant position of Hong Kong Telecom.

��8. 	Global One�Moratorium



The development of local services competition should be gradual, driven by the marketplace and not be prescribed by the regulator.



Additional entry to the FTNS market is in the public interest, providing new investments, employing new technologies, offering new services and creating additional choices for users.  Having established the necessary pre-conditions for real competition, the Government should now permit the market place to determine the actual number of service providers and the scope of their service offerings.  The Government should not attempt to micro-manage this market through limiting the number of licensees or the imposition of service/investment criteria.



Licences with limited geographic coverage will be of little interest to those well established carriers which Hong Kong should be attracting.



Interconnection



The Government must focus on the market power of Hong Kong Telecom and ensure that there are fair, effective and cost oriented interconnection arrangements in place.



External telecoms - services



Concurs with the intention and the reasoning of issuing an unlimited number of ISR licences for voice communications.  It is not the Government's obligation to ensure the profitability of any commercial entity.  The FTNS operators are already set to benefit from the early surrender of HKTI licence.



The Government should ensure that the new ISR operators are able to compete on a level playing field by facilitating fair and effective cost oriented interconnection arrangements.  Existing tariff rates for International Private Leased Circuits are not cost-based and will inhibit competition with Hong Kong Telecom.  These will not reduce until new external facilities-based operators start operating and achieve the same level of economies of scale.



The local access charge should be cost based and non-discriminatory, i.e. the rates paid by ISR operators should be the same as those paid by FTNS operators for the same access service provided.



Supports the proposal to liberalise all services on an ISR basis.  The Government should remove the unnecessary special conditions of the existing VPN licence and ISR fax and data licence.



External telecoms - facilities



The Government should proceed with its planned liberalisation of facilities based competition and should neither limit the number of licensees nor restrict their service offerings.  Hong Kong should attract the foreign investment of mega-carriers at this moment of economic uncertainty.



Effective facilities competition will drive down the cost of external services.  Additional and unlimited entry will directly force carriers to enhance their relationships with customers and act as a catalyst to increase investment in local services.



With facilities competition, the cherry picking strategy of existing FTNS licensees only interested in expanding their external service access and not more fully building out local loop will not be successful in the long term without establishing direct local loop ties to these customers.



Facilities competition will assist ISR competition by providing multiple competitive sources of international private leased circuits (IPLC).



Urge the Government to reject any intermediate options which delay competition.  The options which impose artificial restrictions on the prospective facility-based licensees by limiting the type of services they can provide would reduce the attractiveness for foreign investment.  These options advantages the existing FTNS licensees at the expense of users.



Facilities based licences should be granted no later than the end of 1998 since infrastructure investment and the development of overseas carrier relationships will require at least 15 months.  Competitive safeguards should be imposed to prevent the dominant operator from abusing its position.  Facilities based carriers should be able to share all the bottleneck facilities.



Structure of fixed telecoms



Agrees that market forces should determine the number of FTNS licences, service scope, investment levels and other market access decisions.  The option to allow open entry to an unlimited number of service suppliers in all market segments is the only choice which maximise user benefits.  Even then, there will not be many applicants due to the natural barriers to entry of heavy investment, establishment of a wide reach of relationship with other carriers overseas and a long term commitment.



Does not support any effort to grant build-out obligations which is no long appropriate in an open market with unlimited number of licensees.  Any build-out target is protectionist, ensures no user benefits.  By attempting to dictate how should resources be allocated, the Government will be acting contrary to the objective that telecommunications services should be provided in the most economically efficient manner possible.  Furthermore, cellular phone are becoming substitutes for fixed line.  Hence, build-out requirements are unnecessary.  The correct way to promote investment in the local infrastructure is to give correct price signal to the market via the process of rebalancing and cost-oriented interconnection (and IPLC) prices.

��9. 	Hong Kong Internet Service Providers Association�Structure of fixed telecoms



Agrees in principle that limited geographic coverage or other forms of limited licences be considered, with cream skimming being addressed through licence conditions.



Moratorium



Sees no reason for an arbitrary limit on the number of FTNS licences.  Agrees with Option 3 to license as many operators for local and external fixed telecoms network services as the market demands.



External telecoms - services



Applauds the Government's preference not to limit external service based licences.  Proposes that PNETS licences held by ISPs be expanded for the provision of Internet telephony services from 1.1.99.



Agrees that no foreign ownership restrictions should be imposed.  Government should let the market decide the best configuration of service providers in an open and globalised marketplace.  Managed competition approach is dangerous as it interferes with the free and open competition of the market.



Should re-consider the issue of class licensing for ISP and include VPN and IP telephony in the consultation for class licences.



Interconnection



Presence of PNETS charge for Internet access is not favourable for the development of the Internet in Hong Kong.  PNETS charge should be kept low in order to facilitate more underprivileged and young users to enter the Information Superhighway.  Determination of a fair PNETS level should be transparent.



Against call for ISPs to contribute to access charges and universal service funds, since they should be regarded and regulated as value-added data service providers supplying services using networks from other infrastructure service providers.



Convergence



The regulatory regimes for telecoms and broadcasting should be merged.  An open and integrated telecoms and broadcasting regime will facilitate Hong Kong's development into a combined hub for Asia and China.



Regulation



While the light-handed approach market driven regulatory regime is considered appropriate, the lack of forceful enforcement against violations is regrettable.



Calls for increased enforcement of the competitive safeguards.  Regrets that decisions often come too late and without any enforcement against the violator to compensate for the damage done.



Local tariffing



Agrees with the principle of re-balancing local tariff, but does not support a change from the flat-rate monthly tariff considering the concentrated nature of the population and the lack of transparency on the cost structure of the local dominant FTNS.



Fixed vs mobile



Believes that there is no need for any arbitrary distinction in regulations for mobile versus fixed services providers for the benefit of the development of Internet applications on both service networks.

��10. 	Hong Kong Telecom�Moratorium



Believes that there should be no limit on the entry of new competitors and no extension of the special privileges of existing industry participants, in either the local or external sectors.



The key consideration is not how many additional competitors will enter the market, but how effective competition can best be facilitated.



Supports the introduction of new fixed line licences, but in the context of a more balanced, less restrictive regulatory environment.  The new entrants should not expect to base their business on mandated access to HKTC's local loop or other regulatory entitlements.



Structure of fixed telecoms



Supports the opening of the telecommunications market in Hong Kong in accordance with the timetable set forth in the Framework Agreement and the principles provided in the WTO Agreement.



Hong Kong can best flourish by assuring that its companies are faster, smarter and more creative than their competitors, not by pursuing approaches which tend to limit the value which local companies can derive from their own capabilities, investments and innovations.



Licences of more limited geographic coverage can encourage cream-skimming and increase difficulties in obtaining access to buildings controlled by major property developers that has become FTNS licensees.



Supports the maintenance of distinction between external services operators and external facilities operators in recognition of the fundamentally different businesses.



If the Government wishes to retain entity separation within the industry, it should do so universally.  Should regulatory separation of licenses be maintained, the entity separation should be required for the issue of any new fixed licences to mobile operators.



Regulation



The regulatory environment should promote conditions which encourage the mass capital investments necessary to build the enhanced infrastructure envisioned by Hong Kong's leadership.



Believes that Hong Kong exhibits a high level of regulatory intervention, particularly in the policy making process, very favourably tilted towards the interests of new entrants, e.g.:

interconnection charges for both carriers and resellers are perhaps the lowest in the world;

the level of local loop unbundling is more advanced;

local number portability has been implemented;

an extensive set of telecommunications industry competition laws granting very broad powers to the TA;

HKTC has been subject to some of the most restrictive tariffing procedures.



Other countries entering the second phase of liberalisation have consistently relied more heavily on competition to discipline the market, i.e. additional licensing should be accompanied by a lower level of intervention.  There are no grounds for expanding the competitive safeguards.  Their discretionary exercise should be more limited.



The Government should not extend into the new broadband era the series of regulatory approaches - on price controls, interconnection, new entrant subsidies and service definition - more suited to the bygone era of "plain old telephone service".



Regulation can prevent or correct serious abuses of market power without necessarily denying or delaying indefinitely significantly categories of pricing and packaging flexibility of the public interest.  But regulators can also easily slide from the role of legitimate referee and defender to that of administrative bottleneck or blocker, denying consumers the very benefits they seek to obtain from their telecom supplier.



The Government's vision must be translated into concrete policies which promote innovation and reward investment and take care not to stifle either through regulatory controls that severely limit market leaders in the name of equalising competition.



In Hong Kong, wholesale regulation decidedly favours the second network carriers and regulatory action on their behalf has generally been swift and firm.  Retail pricing regulation has been consistently tight on Hong Kong Telecom, and proceedings are typically subject to significant delays.



External telecoms - services



Supports the issue of unlimited number of ISR licences but there is a need to ensure that it occurs in a balanced regulatory environment that envisages investment incentives.



Hong Kong carriers should enjoy reciprocal rights in other countries.  Hong Kong should not allow itself to be manipulated into a position that allows foreign carriers to simply transfer retail revenues offshore.



Strongly advocates that the pricing of external services and facilities should be determined by the market and not by regulatory intervention, which will encourage new entry and encourage efficient investment.



Does not agree that there is a need for the Government to regulate charges to avoid suppliers of voice ISR services exploiting transient distortions in the market.  It is the regulation that creates these distortions.  Government's policy should be to withdraw from regulating prices in this market as soon as possible.  However, local access charges must be such that they will provide a reasonable return on investment.



External telecoms - facilities



Supports the introduction of additional international facilities based competitors, but does not support niche service facilities, as many of the problems associated with liberalised and non-liberalised services under the HKTI licence will recur.  A single policy should be pursued for international facilities.



Believes that there is a place for new international gateway technologies in the future of the industry and does not object to their licensing under appropriate safeguards for spectrum protection and efficiency.



Convergence



Is fully supportive of any regulatory initiatives that facilitate convergence.  Views on convergence regulation are:

no restrictions on the number of licences issued for any form of broadcasting other than due to spectrum constraints

symmetry in the introduction of additional licences at all levels of the market

broadband regulatory environment must provide incentives to support continued investment in broadband switched networks in Hong Kong

regulatory parity across all forms of broadband networks

in particular, Wharf Cable must not participate in the provision of telecommunications services until there has been opportunity to implement an appropriate regulatory regime



Objective of convergence regulation must be to allow regulatory environment to embrace new technical applications that are increasingly questioning the regulatory coverage of Telecommunication Ordinance and Television Ordinance.  The challenge of testing existing PSTN regulatory paradigms is to assess whether they have relevance to new broadband markets.  Requires a recognition that the Government should stand back from the market and let innovation prosper.



A new minimalist regulatory model must be developed for convergence and the technologies which facilitate convergence, for example, broadband network.  The existing FTNS regulatory framework was developed to provide a "leg up" to the new FTNS operators to rapidly access all telephone customers in Hong Kong.  The purpose is to enable new entrants to compete with HKTC's existing business, not to ride on the back of HKTC's future investment in new technologies.  Proposes that ITBB should formulate a single regulatory environment for communications service providers, regardless of their historical designation as either telecommunications and broadcasting service providers.



Convergence issues yet to be subjected to any policy debate include:

the use of free-to-air broadcasting spectrum for the delivery of non-broadcast services;

the impact of digital television technologies on the communications market and the method of regulation;

the implications of new satellite transmission technologies;

the regulation of satellite broadcasting.



Important to recognise that consumers are not particularly interested in the convergence of networks, only in their output.  Converged networks do provide cost efficiencies and benefits and the potential for truly innovative services and pricing structures.  But the true interests of consumers resides in the reality of those innovative services.



Believes that it is not possible for the Government to support open and unfettered licensing in telecommunications while restricting broadcasting licences, although there is need for an additional limited level of content regulation for audio visual services.  The more numerous the number of content suppliers, the less critical to encourage various forms of content.



Believes that the Government should allow the Wharf Cable network to be used for telecommunications services because HK should support convergence and the efficient use of resources, but is ardently opposed to this occurring in the context of any regulatory asymmetry.



Fixed vs mobile



Takes the position that all participants in the industry should be able to merge their mobile and fixed line businesses to pursue the integration of all telecommunications services and achieve further efficiencies and innovation.  Does not believe that cellular operators should have any special advantage in applying for FTNS licences.



Considers that fixed-mobile integration is simply a subset of the general licensing considerations.  Believes that it is far more likely that existing cellular operators would, if granted a new fixed line licence, simply use the rights under those licences to install limited backbone elements in their mobile network that would not have a significant impact on retail customer services, the introduction of new technologies, or encourage a competitive customer access network.



Major regulatory barriers to fixed-mobile integration are considered to be:

the use of separate corporate entities to hold fixed and mobile network assets and provide fixed and mobile services;

the requirement for fixed services to be priced according to published tariffs with no distinction between wholesale and retail service provision;

the diseconomies caused by the lack of vertical integration.



Inherent objectives of fixed-mobile integration are to achieve:

the economies of scale through the integration of fixed and mobile businesses for the delivery of an integrated solution to customers;

innovation in the provision of new services through the integration of fixed and mobile services which would otherwise not be available through the provision of either service alone.



If the Government is inclined to issue additional fixed line licences to mobile licensees:

those licence must have the characteristics in relation to the general fixed line licensing process;

the licences must be issued in accordance with the considerations of regulatory parity.

��11. 	Hong Kong Telecommunications Users Group�Structure of fixed telecoms



Does not agree with any form of licensing that encourages a fragmentation of the information infrastructure.



Principles for the basis of the telecommunications industry should be:

pro-consumer

ensure greatest possible level of (effective) competition

technology-neutral regulatory regime for two categories of services - basic infrastructure service (Type I) and services making use of basic infrastructure (Type II)

same regulatory conditions for Type I services regardless of technology used

total deregulation for Type II services

non-discriminatory access to all Type I services by Type II service providers

safeguards for keeping Type I and Type II functions distinct

encouragement for all Type I services to be made available throughout Hong Kong



Hong Kong needs to put in place in an integrated fashion at the earliest opportunity the Hong Kong Information Infrastructure.



Recommends that 'basic telecom service' be reviewed in the light of the requirements of HKII and the law regarding access to buildings be amended accordingly.  Alternatively, cable, power and wireless infrastructure should be allowed to provide services to Type II service providers.



Moratorium



No strong argument for extension of FTNS moratorium as existing licensees have enjoyed substantial period of protection.  On the basis that the fullest possible choice should be available to users for Type I services, the moratorium should be terminated.



Interconnection



Greatly concerned that certain landlords are making it difficult for the new FTNS operators to gain access to their buildings.  Believes that the concept of widest possible range of services being made available to every office, as part of a comprehensive information infrastructure, can only be achieved by the law being revised to make it obligatory for landlords to allow access to all operators, wireline or wireless, on an equal basis. 



External telecoms - services



Voice ISR is a Type II service and should be deregulated and without fixed limit on the number of licences.



External telecoms - facilities



New international licensees should be obliged to contribute to the development of the domestic network in an appropriate way by providing a territory-wide Type I service using a suitable technology and contributing to universal service.



Benefits in licensing networks on a limited geographical basis far outweigh by the disbenefits such as cream-skimming.



Interconnection



Greater progress towards competition in the local market would be achieved if a stronger approach by Government.  Concerned about the delays in establishing interconnection fees and lack of schedule to access 100% of Hong Kong Telecom's exchange lines for interconnection.  Welcomes OFTA's positive action in discouraging anti-cartel practices.



Fixed vs mobile



No technological nor logical reason for the continuation of distinction between either wireline and wireless on the one hand and fixed and mobile on the other.  Fixed and mobile are two ways of delivering similar services and should be licensed in similar manners.

��12. 	Hutchison Telecommunications (Hong Kong)�Moratorium



Government policy should lead the way by further enhancing the environment necessary for the existing FTNS operators to fulfil their plans and commitments, and should not stifle such commitments.



Too many licences will weaken competition with HKT.  What will remain will be international carriers 'cream skimming' major corporate accounts, taking profits out of HK rather than investing them into Hong Kong's network infrastructure.  The desperately needed information infrastructure superhighway will not get built this way.



Issuance of further licences would jeopardise the existing investment strategy of operators like Hutchison and could be compelled to drastically cut back not only their future investment plans but also their existing commitments and employees.



The Government needs to create and maintain a sustainable environment for continued investment, otherwise jobs may be at risk.



The Government must play a leadership role by ensuring that the number of licences are supportable by the market.  The consumer will ultimately bear the cost of duplicated investment and wasted resource allocation which in reality benefits only foreign equipment suppliers.  A moratorium upon the issue of any further FTNS licences should remain in place until at least 2001 by which time the actual extent of tariff re-balancing can also be assessed.



Structure of fixed telecoms



Should the moratorium ultimately be lifted in 2001 it will be vital to ensure that new licensees at the very least commit to match the investment made by existing new FTNS operators in HK network infrastructure.  Any lesser commitment on their part would allow large international carriers to 'cherry pick' high traffic volume multinational company accounts based in the central business districts with minimal investment.



The grant of limited geographic coverage FTNS licences would give landlords the opportunity to impose high access costs upon other operators wishing to provide service in their buildings.  It will also facilitate cream skimming by landlords with a captive customer base of high quality corporate accounts.  The fragmentation of network access will defeat the objective of building out whole and seamless network infrastructure.



The Government must provide a viable environment for investors to:

build fixed network infrastructure

offer effective competition to HKT

offer consumers a greater choice of service



External telecoms - services and facilities



Non-FTNS ISR operators with no network build out obligations will wish to serve only the most profitable multinational companies.  Unfair to allow them to do so since they have invested very little in Hong Kong networks which benefited the Hong Kong people as a whole and would merely reap the benefit of investment made by FTNS operators with little or no extra investment or employment created.  It will discourage investment in infrastructure.



Hence, only FTNS operators should be awarded voice ISR and international gateway facilities (IGF) licences, subject to a review in 2001.  Subsequent issue of ISR licences should be limited in number.  Even if more licences are to be issued after 2001 it is important not to issue IGF licences other than to FTNS operators who have made a commitment to both network infrastructure investment in Hong Kong and a minimum level of international capacity.



The Government must not allow operators to cream skim large profits from HK consumers with very little investment.



The issue of any further licences whether FTNS, ISR Voice or IGF prior to at the very earliest 2001 would be to court disaster.  Drastic scaling back of investment by FTNS operators will not only deprive HK of service innovation and price competition but place in peril the livelihoods of thousands of HK people.



Interconnection



All new FTNS operators' business were planned in reliance upon Government assurances as to the availability of delivery fees when new FTNS operators bid for and picked up their licences.  TA's proposed replacement of delivery fees with a cost based local access fee in relation to competitive routes and proposed accelerated introduction of modified delivery fee as of 1.1.1999 in relation to non-competitive routes are very premature and will together substantially reduce FTNS operators' revenue streams.  The new operators are in no position to absorb a drastic loss of revenue at this point in time.



TA's proposed changes should be delayed until 2001 for review along with the moratorium proposed.  If delivery fees are eventually to be replaced with local access charges, such charges must be set at a level which justifies the FTNS operators' investment and fully supports the additional investment required to carry ISR operators' traffic.



Fixed vs mobile



Many of the FTNS licence provisions e.g. tariff control and facilities sharing are wholly inappropriate for the mobile market.  The mobile operators have also invested substantially less than the FTNS operators.



Consider that it was a policy error to allow mobile operators direct international interconnection with HKTI, thus earning delivery fees, which should be removed.  To allow mobile operators to retain the unfair advantages and enjoy the privileges of an FTNS operator would serve to undermine the investment of FTNS operators by removing a significant potential market providing base station circuits to the mobile operators.



The retention of the distinction between mobile and fixed operators would maximise the two sectors' contribution to society and avoid undermining FTNS operators' incentive to invest.

��13. 	KDD Telecomet Hong Kong�External telecoms - services and facilities



Wish to see pre-entry restrictions removed to promote fair and effective competition and to protect the best interests of the public and the telecommunications users.



The regulator should impose no limits on the number of carriers or operators entering into the international facilities-based market, the international simple resale or other resale markets.



Imperative to ensure the transparency of licence application procedures and to establish processing schedules.  Licence fees should be limited to procedural related expenses.



A set of interconnection rules and conditions need to be established to maintain a fair and non-discriminatory state of interconnections between international and local facilities-based carriers and between facilities-based carriers and ISR carriers.



For the ISR market, there should be an effective regulatory framework to provide equal-footing amongst facilities-based or ISR operators.



Requiring facilities based carriers to own both international and local facilities is a sense of excessive entry barrier and against the best interests of the public or users in the international and domestic market.



The concern that allowing companies to obtain international facilities based licence for the sole purpose of owning IRU in submarine cables will decrease the incentives to invest in facilities in Hong Kong can be addressed by adjusting the charges to an appropriate level to reflect the costs in the local facilities based market, instead of by establishing a market entry barrier for a facility-based company.



Safeguards should be established to prevent the operator controlling bottleneck facilities from discriminatory behaviour or abuse of market power.

��14. 	Lam, Charles (Dr.)�Structure of fixed telecoms



Competition has been slow in the local FTNS market and the community have not been informed well on the progress.  Should publish Type II interconnection statistics regularly to arouse media and community attention.



Convergence of fixed and mobile communications services and entry by global entities may be ways to improve the situation.  There should be measures to prevent cream-skimming and cartel.



Non-sensitive accounting data should be made more transparent to concerned parties for checks and balances.



Technology convergence should be for the benefits of end users, not for the sake of technologies or technologists.



Planning and regulating for IT/telecom services that cross boundaries may need dedicated horizontal linking mechanisms within and outside Government, with the community informed of the implications and impacts.



Customer charters and performance pledges should be constantly monitored.



The Government may need to revisit the definition of universal service obligations to include non-voice and other features.  The Government needs to improve on public and private payphones.



Universal services consideration may be linked to social responsibilities of telecom- and non-telecom-oriented firms to serve the community.  The concept of universal service obligations can also be linked to the design of future community information centres and involvement of new entrants to serve limited geographic coverage.



The roles of relevant neutral organisations for serving telecom users and consumers need to be clarified and may require Government support and legal backing.



In drafting or revising laws and regulations, we may need to change from technology-oriented mentality to user needs-oriented mentality.



In information infrastructure planning, the focus should firstly be placed on user needs and then information flows and then network technologies, in that order.



The consultation paper has done very little to link the FTNS structure with the concept of information infrastructure.  They should be integrated as one.

��15. 	MCI Communications�Maximise benefits to consumers by allowing unlimited, fair competition.  The substantial resources required to build a technologically advanced and cost efficient telecommunications network are unlikely to come from a highly regulated or monopolistic market.



External telecoms - services



Supports the proposal for unlimited ISR licences, which will increase competition in external services quickly and dramatically, lead to lower prices for consumers, thus increased traffic for more efficient user of transmission facilities.



Existing FTNS licensees will have the ability to obtain revenue, via ISR, for services that they were heretofore not permitted to provide, and via the use of their infrastructure by other ISR providers to originate and terminate traffic in Hong Kong.



Submits that the application process for ISR licences should be simple, should not have foreign ownership restrictions, with a low cost-based licensing fee.



External telecoms - facilities



Strongly urges for an unlimited number of facilities based external licensees.  Full competition has led to lower prices, technological innovation and more efficient and cost-effective services.  Establishing an oligopoly would merely reward the existing FTNS licensees, require the Government to make difficult and arbitrary decisions, leading to less efficient economic and investment choices by the licensees than those made in a truly open market.



Structure of fixed telecoms



Urges not to adopt the market distorting approach of setting minimum local infrastructure milestones for all FTNS licensees, which is little different in practical effect than limiting the number of licensees.  New entrants will want flexibility to invest in infrastructure and will very likely want eventually to build local infrastructure to gain the efficiency and flexibility of owning its own access to local customers.  Government should leave these decisions to the open market.



Regulation



Important for the Government to maintain an active role in monitoring and enforcing the safeguards to ensure competition will not be stifled by the dominant carrier.  Urges for the following competitive safeguards: - cost-oriented interconnection, cost-accounting rules to prevent cross-subsidisation, disclosure of technical information for interconnection and protection of carrier and customer and proprietary information.



A light handed regulatory approach may in fact hinder the development of competition by enabling Hong Kong Telecom to exploit its dominant position in the market.  As strong regulatory approach will not stifle the market where the approach is pro-competitive.

��16. 	New T&T Hong Kong�Moratorium



Considered that the terms of reference of the Review pre-judged the issue by referring to the new FTNS operators having a substantive advantage as a result of the 3-year moratorium.



Concerned that Hong Kong considered itself 'forced' to make changes to telecommunications policy because of extraneous pressure from organisations such as WTO.



Does not consider the 3 year moratorium to be sufficient to roll out a network and establish a market presence with a light handed regulatory approach and a flat rate local tariff regime.  Submits that there is no evidence of a solid block of customers nor preferential access to scarce resources.  Indirect IDD customers are most susceptible to pricing changes.  Customer inertia accounts largely for the lack of inroads in the residential line market.



The dominant carrier has imposed all kinds of administrative barriers.  The terms for access to incumbent operator's network is far more onerous and restrictive than for retail and other wholesale customers.  The interconnection arrangements which the new entrants are forced to accept make the advantages conferred by the initiatives of caller line identification and operator number portability illusory.



There are difficulty accessing bottleneck facilities such as MTR tunnels.  There are also other constraints in the industry with considerably longer time frame than the 3-year moratorium which had limited access to facilities.



Substantive improvements should first be made to the current interconnection regime before the issue of any further FTNS licences is contemplated by the Government.  The regulator does not appear to have been provided with clear authority and the appropriate tools to impose sanctions that would act as pecuniary disincentives for the dominant operator to engage in anti-competitive conduct.



Incumbent built a network funded by "scheme of control" in the past and "universal service contribution" under the current arrangement, providing a guaranteed return on investment for its network and created an un-level playing field.  Infrastructure built under USC funding should be shared unconditionally and no profit should be generated by the incumbent for use by other FTNS operators.



The regulator intervenes in the market by imposing retail price control which is not particularly aimed at predatory pricing by the dominant operator, e.g. ISP access charge, that has been driven to the cost of network that the new FTNS operators cannot match because of the economies of scale.



No further FTNS Licences should be issued until fair and equitable interconnection terms and conditions are in force.



A moratorium of 3(+3) years in relation to FTNS licences is appropriate, as the original 3 year moratorium has proven to be insufficient time for the 3 new FTNS operators to build a substantive customer base or substantive local network.



Policy-making should not take into account the likelihood or otherwise of foreign equity interest in local FTNS licensees.  A 'managed market' approach is preferable, in the interests of the HK Information Infrastructure and the economy.



External telecoms - services



It is not an appropriate time for the issue of an unlimited number of services-based licences.  If Government intends to do so, it must determine clearly and enforce a set of access charges payable to FTNS operators for local transmission of international traffic.



External telecoms - facilities



Facilities based licences, if issued, should be the subject of competitive tender with the objective of securing commitment to significant domestic network investment and the delivery of "infrastructure and investment gain" to Hong Kong.



Recommended a 3(+3) year moratorium on the issue of services-based and facilities-based licences.



Recommended alternatively unlimited number of services-based licences with a clear and enforced set of rules and access charges for local termination / origination of external services traffic.



Regulation



There are no fair and equitable terms prevailing in relation to the interconnection between FTNS networks, thus having a direct impact on the level and freedom of choice of consumers in Hong Kong.



The regulator must take a pro-active role in ensuring that fair and equitable terms of interconnection based on LRAIC are enforced in relation to the interconnection between FTNS networks before considering further liberalisation of the market.



The TA should establish a cost based facilities access and usage focused "local access charge" as a matter of highest policy priority.  The structure of the charge should reflect the cost structure of the whole PSTN and be a retail charge.  Suggested details of charges have been passed to the TA in his consideration of the Review of Delivery Fees.



Until the amendments to the Telecommunication Ordinance relating to anti-competitive conduct become law and are actually enforced by the regulator, it would be misleading to state that there are sufficient and effective safeguards in this jurisdiction which protect new entrants from the predatory tactics of the dominant operator. Amendments to the Telecommunication Ordinance relating to competition safeguards should be enacted as soon as practicable.



The current approach in relation to the interpretation of the competitive provisions in GC15 and 16 of the FTNS licence and the powers of the TA to make directions under s.36B of the Telecommunication Ordinance is not sufficiently robust to encourage OFTA to take pre-emptive steps to stop anti-competitive conduct.  This would seriously undermine the wide discretionary powers granted to the TA in GC15 and 16. 'Light handed' approach regarding the anti-competitive behaviour of the dominant operator should be reviewed, and more pre-emptive, preventive action should be taken by the regulator.



A more robust approach to the interpretation and application of the TA's powers to give directions under S.36B of the Telecommunication Ordinance should be the guiding principle relating to the regulation of the dominance and the potential for the abuse of the dominance of the dominant operator.



Structure of fixed telecoms



Advocate the serious consideration of the ramifications of the issue of joint and several licences in the fixed, cellular and mobile satellite services to HKTI and HKTCAS to the ability of non-vertically-integrated telecommunications operators in the industry to compete effectively.  The joint and several licences appear to enable the HKT group to conceal cross-subsidies within bundled products.  A review of the joint and several licensing structure in relation to the Hong Kong Telecom group of companies is recommended.



The cumulative effect of the joint and several licensing structure and the existence of HKTIMS within the HKT Group would mean that the barrier of entry to other telecoms operators are insurmountably high.  Divestiture of HKT-IMS from the HKT group of companies should be directed by Government.



Convergence



The Wharf Group should be allowed to make use of all its available network assets to maximise the benefits of the convergence of telephony and broadcasting technology.  Consider that the HKT Group has been accorded preferential treatment, by being allowed to extend its operations to interactive broadcasting services.



Fixed vs mobile



There are sufficient technical differences between mobile networks and services and fixed networks and services to warrant different sets of regulatory rules.  Fixed-mobile convergence will result in a lot of duplication in infrastructure on both fixed and mobile market sectors.  Until there is significant breakthrough in bandwidth requirement, the community will not benefit from fixed-mobile convergence.



��17. 	New World Telephone�Moratorium



The lack of progress of new FTNS operators on roll-out is largely attributable to the incumbent controlling bottleneck facilities.  Introduction of more licensees without proper action to curb the incumbent and dominant carrier's market power would only exacerbate this HKT dominance and seriously affect the viability of both existing operators and also potential new entrants.



Structure of fixed telecoms



Concerned that the introduction of limited geographic area FTNS licences will create cream skimming, discourage co-ordinated infrastructure investment, hinder the development of a wide array of services to the community, introduce complexity on interconnection arrangements, cast heavy administrative burden on both the regulator and other licensees interconnecting with the local operator.  The three FTNS operators, unlike HKT, lack the Universal Service Contribution to shield against the deficit on serving unprofitable customers, exposing territory-wide operators to greater risks.



External telecoms - services



The entitlement to delivery fee represented a fundamental assumption in formulating the business plan for the new FTNS operators.  The immediate introduction of open service-based competition with the present distortion in the market will damage the development of competition based on investment in infrastructure and will, in the long run, be contrary to the interests of telecommunications customers and the wider economy.  Consistent with the timetable for tariff re-balancing, a moratorium for external services should be granted to the existing FTNS operators for 3 years up to 2002.



ISR operators can gain an advantageous headstart by exploiting the still unbalanced tariff structure if the local access charge payable by ISR operators to FTNS operators are cost-based.  FTNS operators should not be liable to rectify an unbalanced tariff structure purposefully set by the Government.  The interconnection charge should reflect the carriers' commitment in providing interconnection service and should be determined before any additional service-based licences are awarded.



Allowing inefficient entry by service-based operators would give no incentive for the facilities-based operators to continue with the investment or roll-out of networks or upgrades, thereby encouraging service competition at the expense of infrastructure based competition.



External telecoms - facilities



Since the current market is distorted, the introduction of excessive competition in external facilities competition at this stage will expose existing operators to un-manageable risk.



Unlimited facilities licences create the problem of wasteful duplication of resources.  With abundant infrastructure facilities available with the incumbent's infrastructure, a logical policy would be to encourage the utilisation of existing resources in a cost-efficient manner before considering expanding the infrastructure stock.  The Government should therefore enforce sharing of facilities to allow a speedier start by the entrants.



An unlimited number of external facilities licences may have the harmful effects of integration and the possible unemployment created through amalgamation of licences.



The proposal on liberalisation of external facilities on a service perspective not only violates the technical neutrality approach adopted in the past, the selection of particular segments for liberalisation is arbitrary and lacks objectivity.  The restriction to general competition also discourages potential investment and may stimulate illegal activities giving rise to associated problem of monitoring and control.



Foreign investment is relatively volatile.  A stable, prosperous telecommunications sector is indispensable.



Additional licences should only be awarded for the provision of both local and external telephony.  To provide a level playing field with existing operators, new licences awarded should attract similar roll-out obligations as existing FTNS licences to deter inefficient entry.



Against setting a particular time frame for liberalisation of external facilities but instead favours a checklist approach.  Until the market has fulfilled the full checklist requirements should the Government consider introducing facilities competition.



Regulation



The light handed regulatory approach jeopardises the business of the incumbent with little chance of achieving a mutually beneficial outcome.  Urges the regulator to take a more pro-active role to intervene into inter-carrier disputes.



It is envisaged that self-build facilities by new FTNS operators will not take place overnight.  The TA should introduce proper regulatory safeguard against the incumbent such that prospective external licence would not be denied access to the necessary facilities to bridge the gap between external facilities competition date and completion of its own facilities.



Convergence



If the provision of telephony is allowed for Cable TV operator, they should be regulated by the same provision as in the FTNS licences, i.e. interconnection and sharing of facilities.  Affiliate transactions between FTNS operator and its cable TV affiliate should be conducted at arm's length to ensure there is no undue preference.  Should the FTNS operator and its cable TV affiliate collectively are dominant within a particular market segment, they should be subject to specific dominant restriction applicable to that sector.



Fixed vs mobile



There are inherent differences in terms of operation between fixed and mobile telecommunications services.  Mobiles resemble more of a service re-seller by acquiring services from other fixed operators and resell it to end users.  Does not see the reason to extend carrier's right to mobile operators.

��18. 	Northern Telecom (Asia)�Structure of fixed telecoms



Hong Kong cannot achieve its stated goal of being an information society if it continues to believe it has the ability to regulate with regard to anticipated technological change.  Second guessing technological change will continue to frustrate and slow innovation, preventing innovators from doing what they do best - using the best available resources to carve out a market where none previously existed.



The main obstacle in the slow progress in the local FTNS market stems from bandwidth restrictions (cost-related) on copper loop preventing higher end services from being offered.  OFTA should issue a directive on the accounting system for the cost of bandwidth.



OFTA's differentiation of fixed from other technologies appears to hinder it from thinking through the overall competition issue.



Current regulatory thinking elsewhere is to have the market determine the number of licences.  New players should be allowed to compete against existing FTNS operators under the same conditions determined by OFTA.



Echoes the reality that jurisdictions around the world have abandoned trying to regulate differently for local, long distance, and international services.



Strongly disagrees with the continuing need to differentiate between facilities based competition and services competition, which forces competitors to behave in a particular way, stifling innovation.  In the Australian case of eliminating differentiation, the net result has been an acceleration in the rate of new technologies being deployed.



The number of service providers for each category of services (facilities or network based) should be determined by the market, with the Government setting uniform procedures.  Allowing service providers to offer bundled services in different categories may lower running costs for users and therefore in the public interest.  However, cross subsidy should not be allowed.



The Government should encourage the use of new technologies and innovation to maximise utilisation of existing facilities.



This review gives the opportunity to anticipate some of the evolutionary developments and to seek a universal information technology and telecommunications regulatory regime that concerns itself only with fair play and competition between operators, rather than trying to define what technologies and services these operators may deploy.



The service providers should have the right to choose their facilities while the end users also should have the right to choose the media through which they want the services to be delivered.  Whether the service providers want to own facilities or lease them is strictly a business decision.



External telecoms - services



Agrees not limiting the number of external voice ISR licences.  It is necessary for the Government to predetermine the rate of delivery fee so competition remains fair.



The boundary between external and internal is artificial, and new technologies continue to make it even harder to define.  This sort of regulation slows down the market unnecessarily and unduly burdens consumers.



External telecoms - facilities



Inevitably, technology, convergence and regulatory reform around the globe will eventually force Hong Kong beyond the issue of prohibiting further external facilities operators.  ITBB should be at the forefront in driving for these forces to take place now.



Fixed vs mobile



Differentiating between mobile and fixed services is archaic and policies which do so should be avoided.  Similar consideration for wireless/wireline differentiation.

��19. 	NTT (Hong Kong)�External telecoms - services and facilities



Agree with the policy to let the market decide upon the number of PNETS licensees and support the principle being extended to other services currently limited to a small and select number of licensees.



See a distinct need for information related services (both local and international) to be liberalised.  Support deregulating voice ISR and see no legitimate reason to restrict the number of external service licences.



Expect the situation of international telecommunication network will change dramatically as technology progresses.  In future, technological innovations will be the prime driver and will generate new media for the provision of international telecom services, such as -

supply of small size end-to-end international networks using satellites by facility based operators

supply of circuits between specific cities or areas by overseas carriers

cross interconnection and convergence between public and private networks

supply of public network service by the companies having their own private facilities-based network



Arbitrary restrictions on the number of external facilities based operators will have adverse consequences for consumers and will impede Hong Kong in implementing best practices and structural innovations, which will likely cause the loss of some of Hong Kong's attraction as an international telecom hub.

��20. 	Office of the Privacy Commissioner for Personal Data�Market forces in a competitive environment will put pressure on market players to find innovative ways of gaining an edge over their competitors, including innovative uses of customer information.  Consideration should be given to strengthen the confidentiality requirements in relevant licences by including express provision in the licences for the TA to be able to, in consultation with the Privacy Commissioner, determine what uses of customer information are acceptable uses for the provision of licensees' services and impose conditions on such uses.

��21. 	SmarTone Communications�Structure of the fixed telecoms



Believes that fundamental to the current review are clear definitions for the different roles undertaken by facilities-based operators and service providers.



Proposes the following goals which would provide significant long-term benefits:

an information technology industry that makes progressively greater contributions to the economy as a whole but which also specifically fosters the creation of skilled jobs, enables a flow-on of new opportunities to other sectors of the economy and promotes greater awareness and confidence in the future capability of Hong Kong;

development of a dynamic information infrastructure that is able to continually enhance the competitiveness of Hong Kong in the global economy while nurturing innovation and enabling Hong Kong to further develop its information technology industries;

the ubiquity of, and unrestricted access to, a wide range of high quality and low cost telecommunications services;

fairness and equality in the treatment of industry participants to encourage a long-term focus and ensure that those with a demonstrated commitment are not unduly handicapped.



Believes that policy and regulatory directions resulting from this review should directly contribute to greater business confidence, higher employment levels and more local investment thereby promoting stability and reinvigorating HK's economy.



The best way to capitalise on successes to date, realise the stated goals above and minimise uncertainty, is through an appropriate and effective industry structure that removes barriers to competition within the existing environment and selectively introduces new competition as it can be supported by the local market.



Advocates a clear regulatory distinction between the operators of telecoms facilities and the providers of telecoms services.



Emphasises the strategic significance of facilities-based operations over service provisions.



Recommends caution in the issuance of new telecommunications licences.



Believes that a simplified regulatory role can result from an industry structure that primarily differentiates on the basis of facilities based and service based operations, consistent with a market-driven light-handed regulatory approach.



Believes that a simplified industry model will also better prepare operators and regulators for convergence.



An advocate of beneficial competition in the telecommunications sector and is of the view that such benefits are well evidenced in the local mobile services where customers have enjoyed greater choice, more affordable service and more frequent enhancements to service than customers in many other countries.



Notes that while the merits of competition are considerable, it is the actual number of licensed participants and the timing with which competition is introduced that are critical to developing a viable and sustainable industry.  Believes that the potential costs associated with 'too many' or 'too quickly' cannot be overlooked.



In agreement that external facilities-based competition is expected to require greater investment, establishment of a wide reach of relationships and longer-term commitments by operators than is expected for service-based operators.  Of the belief that such requirements significantly increase the level of risk to facilities based participation and those risks increase with an increasing number of licensees.



Although an advocate of market-driven light handed regulatory approach, believes that balance is required to best serve HK's interests: an expanded market will require greater regulatory presence, as new competitors would likely focus on "cream skimming" to the detriment of committed local players.



Advocates that the best industry model for facilities based competition is one of strategic liberalisation with the ultimate longer term goal being increasingly more open competition.



Is of the view that HK's 'laissez faire' economic model extends to the telecoms sector and that, through equity partnerships or other relationships with existing participants, foreign operators can today participate and, in doing so, demonstrate a commitment to local infrastructure development.



Believes that the risks of significant adjustment costs resulting from an increase in the number of participants will be too high particularly during the current period of economic uncertainty and that a path of strategic liberalisation should be followed.



Believes that sufficient licences currently exist for local facilities based competition, be they fixed or mobile, and that no additional FTNS, PMRS and PCS licences are currently required.



Recommends that a simplified industry structure based on three vertical market classifications (content, services and facilities) across the converging industry sectors will best satisfy regulatory requirements as well as meet the needs and interests of Hong Kong.



Fixed vs mobile



Believes strongly that fair and equitable treatment of PMRS/PCS with FTNS licensees is an essential part of the current review of fixed telecoms.



Emphasises that mobile communications has become a mainstream communications method in HK and that views which consider PMRS/PCS services to be ancillary to fixed line services or a premium service are obsolete and serve as an impediment to realising the mobile segment's full potential for contributing to HK's information infrastructure.



Believes that PMRS/PCS operators are significant investors in HK's information infrastructure and that they should be considered on a relatively equal footing to FTNS operators.



Strongly believes that developments such as the Universal Mobile Telecommunications System (UMTS) will continue to ensure that mobile and wireless communications remain very significant components of future telecommunications architectures.



Believes that in moving towards convergence, mobile and wireless technologies are, as a minimum, of equal importance to fixed and wireline technologies.



External telecoms - facilities



Challenges the award of external facilities-based licences to the existing FTNS operators without consideration of other committed industry participants, in particular existing PMRS/PCS operators.



Believes strongly that local and external facilities-based licences should not be considered independently and further suggests that the maximum number of external facilities-based licences reflect the total number of local facilities-based licences.



Advocates that only the players with proven commitment to local infrastructure development have a claim to an external facilities based licence and urges for the development of a set of criteria for awarding licences.



Believes strongly that any facilities-based operator who has a track record of contributing to the local industry's development should be encouraged to be a champion of the next phase of HK's information infrastructure development.



Convergence



Believes that the continued global competitiveness of the local economy is directly related to the speed and effectiveness with which HK embraces convergence.



Given the complexity and importance of convergence, recommends that further studies be undertaken and industry consultation continues with an initial objective being the development of clear HK specific goals for moving to an information technology society.

��22. 	Star TV�Structure of fixed telecoms



Fundamental principles :



a clear framework which will promote flexibility and encourage competition

restrictions on entry should be reduced to the minimum to enable effective open entry into the telecommunications market

regulatory environment should be sufficiently flexible to keep pace with the technology and market developments

arbitrary specificity of licensing conditions should be avoided.  The number of licences and the range of services should be left to market forces

a free competitive market structure should be sustained and no player enjoys a dominant position



Recommends:



Moratorium



lifting moratorium for FTNS licences and issue them in accordance with market demands and without limit or universal coverage requirement



External telecoms - services and facilities



unlimited number of non-exclusive licences for external services and facilities

speeding up the pace of liberalisation in order to keep up with the rapid development of technology

allowing industry players to apply all forms of new technologies to service the external facilities market, without requirement for replicating conventional types of gateway services

permitting new facilities based licensees to have the option of providing either external facilities based services or internal services only

no attempt to set arbitrary categories or limits on the services provided by telecommunications and broadcasting industries

encouraging the entry of global giants to invest into the local market for benefits including access for foreign capital, expertise and possibly greater savings to users due to the huge capacity of world wide network

��23. 	Sun Hung Kai Properties�External telecoms - facilities



Restricting external facilities based licences to FTNS operators only has a high change of repeating the undesirable scenario in the local fixed line market and hinder the development of competition in external market.



An abrupt change in regulatory environment could bring in harmful effects to both consumers and the economy over the medium term.  The pace at which the market structure moves towards full liberalisation should be piloted in such a way to ensure that the uncertainty would be minimised.



Loose control in issuing external facilities based licences under full liberalisation would encourage "cream-skimming" by new entrants.  Committed local operators would be penalised by the substantial increase in investment risk.  Both local and foreign companies' appetite for investing in local telecommunications infrastructure would be affected significantly.  Hence, it is justified to require external facilities based licensees to invest also in local infrastructure.



Liberalisation should be implemented on a step-by-step approach through which competition in the external market is strategically introduced over time to minimise the negative impact to the economy in the medium term and to allow for the potential benefit derived from full competition over the long term.  To start with, external services and facilities based licences could be granted to local operators with proven contributions to the development of local infrastructure.



Since the regulatory distinction between mobile and fixed services should be removed, the demarcation between FTNS and PMRS/PCS operators in the licensing of external licences is not justified.  The comparable capital investment committed by the PMRS/PCS operators.  Those PMRS/PCS operators that could meet a set of criteria on the development of the local infrastructure, such as level of investment, fulfilment of performance milestones and service quality, should receive external licences similar to FTNS licensees.



Fixed vs mobile



Mobile services emerge as substitutes of traditional fixed line services.  The development of technology such as mobile data transmission and fixed-cellular services would continue to broaden the type of services rendered by mobile communication.  Rapid technology advancement would blur the difference between mobile and fixed services.



In view of the significant role of mobile services and the convergence between mobile and fixed technology, it is imperative to expedite the removal of the existing demarcation between the two and grant full carrier status to mobile operators in aspects such as interconnection charge, self-provisioning of transition backbone and access to buildings, and to treat mobile and fixed operators equally in all future regulatory changes.

��24. 	Teledesic LLC�External telecoms - facilities



Non-geostationary orbit (NGSO) Fixed Satellite Service (FSS) can be used to augment the services of existing communications service providers and to create an instant infrastructure where the economics, terrain or other factors make the alternatives impractical.



Facilitating the entry of NGSO FSS providers will help HK maintain its pre-eminence as a communications hub because it will increase broadband capacity and ensure that end-users have access to broadband services in virtually every location in Hong Kong.



Facilitating the potential for widespread deployment of NGSO FSS earth stations will enable international interests wishing to locate a facility in Hong Kong to access the same broadband services anywhere in Hong Kong that will be available to them in the rest of the world.

��25. 	Telstra Corporation�Moratorium



The early surrender of the HKTI licence is clearly a windfall for the FTNS licensees.



The moratorium has served its purpose in allowing the FTNS licensees to establish in the market.  There should be no restrictions on future FTNS licensees and that market forces should dictate the number of participants.



Structure of fixed telecoms



For a truly competitive market, there should be no barriers to entry in terms of roll-out obligations, technology requirements, investment levels or ownership restrictions.  Artificial limitations may retard the achievement of the wider policy goal of developing the technology infrastructure and information economy of Hong Kong.



A limitation on the number of FTNS licensees could well see the development of cartel behaviour.  An open licensing policy is a clear signal to the international community that Hong Kong is committed to its liberalisation agenda and its commitments to the WTO under the GATS Agreement on Basic Telecommunications Services.



External telecoms - services



Limiting the number of ISR licensees would conflict with and erode the benefits of the breakthrough of the early surrender of HKTI licence.



External telecoms - facilities



Market forces should dictate the entry into the external facilities based sector.  The FTNS operators have developed relationships with foreign carriers during their start-up phase.  There is nothing to stop those relationships continuing or flourishing in the new environment.  Participation by so-called mega-carriers is possible at multiple levels and could well assist the current licensees.



In general agreement that new international facilities operators should be expected to provide their own international facilities, but believe that there may be particular circumstances where satisfaction of the three main policy goals of the Government may require regulated access to existing facilities, such as major satellite earth station facilities.



Does not dispute that new market participants will need to have a level of investment, but question whether the duplication of infrastructure is warranted which would not facilitate market efficiency.



Believe that the intermediate policy options are artificial market determinants and is regressive.



Fixed vs mobile



Market segments have become contestable through alternative technologies.  As Hong Kong mobile operators currently have direct interconnection with HKTI for external services, there is little justification in restricting those operators from leveraging their radio based infrastructure and customer bases into international services and apply for ISR or external facilities based licences.  Fixed/Mobile distinction should be removed for regulatory purposes.

��26. 	The Hong Kong DECT Forum�Fixed vs mobile



Services using Digital Enhanced Cordless Telecommunications (DECT) technology are now being provided in a number of countries which are mobility extensions of the fixed networks and not the provision of mobile networks in themselves.  Such services are not possible in HK at present because a system outside of private premises becomes a "public service".  Licensing differentiation between fixed and mobile services should be abolished.



The non-viability of large area coverage for Cordless Access Services (CAS) should not rule out other applications such as small area coverage such as shopping malls near to high density building, private estates or even areas as small as restaurants which might use it instead of payphones.  Licences for providing public services not limited to territory coverage but for small areas could be issued.



If changes were made to allow technologies the flexibility of application, the granting of public services licences should be obtainable by anyone and not restricted to large operators.



DECT as a system is able to provide very efficient packet data mobility far beyond GSM allowing for ISDN and multimedia applications, allowing dual mode operation to extend the services of GSM and fixed operators.  The policy of technological neutrality should be safeguarded for the future by not defining too closely the ownership and coverage requirements of future public operators.

��27. 	US Government�Moratorium



Supports ending the limits on the number of FTNS licences.  Competition and open markets serve to lower consumer prices and encourage the development of innovative facilities and services.  Maintaining restrictions on entry would fail to maximise consumer welfare and inhibit HK's access to the most competitive technologies and services.



Structure of fixed telecoms



Supports an approach which does not limit the flexibility of licensees to respond to market conditions and market changes.  Providers and consumers benefit most when licences are awarded without limitation on the geographic coverage area.  Subsidies necessary to extend service to unserved areas should be explicit and competitively neutral.  It would be difficult and administratively burdensome for HK to make a  reasoned determination of the extent of the geographic coverage.



External telecoms - services



Supports not limiting the number of external voice ISR licences.  No economic rationale for any limits.  A powerful tool for lowering settlement rates and consumer prices.  Also creates hubbing opportunities for HK carriers.  Lower prices will stimulate demand for international services, benefiting facilities based carriers as well as resellers.  Resale entry creates a viable mechanism for new carriers to enter the market and establish a customer base and market presence, even if they ultimately evolve into successful facilities-based carriers.



Interconnection



Supports OFTA's preliminary findings in its review of delivery fee arrangements.  Would not see as beneficial the development of an interconnection regime that sets higher rates to terminate international traffic than domestic traffic.  Forcing ISR operators to subsidise facilities-based carriers will only inhibit the growth of competition and hamper entry by resellers.



External telecoms - facilities



Suggests that there should be no limitations on entry into the external facilities-based market.  The intermediate options would benefits only the existing FTNS licensees, unnecessarily limit the benefits of competition, deprive access to critical telecom technologies, seriously undermine HK's effort to become a regional telecom hub, be viewed as contrary to the spirit of the WTO Agreement on Basic Telecommunications and may prove to be detrimental to HK-based businesses that depend on international telecommunications services.

��28. 	Wharf Cable�Structure of fixed telecoms



New T&T and Wharf Cable have established separate networks.  The former is concerned with carriage while the latter with television and content provision.  Separate telecommunications licences (one for Wharf Cable to provide fixed telecommunications services) would be more appropriate.



Interconnection



Concerns with interconnections problems with Hybrid Fibre Coaxial (HFC) network due to limited spectrum over the coaxial cable sections, its territory-wide broadcast nature and other technical issues relating to integrity and performance.



For any interconnection for the provision of telecommunications services, Wharf Cable should be assigned to "facility manage" the cable network.

��29. 	WOL Communications Limited�Structure of fixed telecoms



Low cost telecommunications service is a key issue for Hong Kong to keep its leading position for financial service in this time zone, since more than 40% of the transaction cost for a financial transaction is on telecommunication charges.



The Government should restrict the foreign ownership of FTNS and ISR licence holders to less than 50%.

��30. 	WorldCom Asia Pacific�Moratorium



The scoreboard for FTNS competition to date reads very poorly:

there is a limited amount of operator number portability being carried out within Hong Kong;

there is an insignificant amount of alternative infrastructure developed over the last three years;

only a few customers are being served in a few buildings;

there is still a strong reliance on reselling HKT's network through either Type II interconnection or commercial deals;

there is a limited amount of innovation and price competition in the local market; and

a limited introduction of new and innovative services on the part of the FTNS operators.



Unrestricted domestic infrastructure licensing will ensure that Hong Kong keeps pace with other developed Asia-Pacific economies in order to compete in the global economy.  Continuing to insulate the existing FTNS operators, who have made minimal progress in implementing new infrastructure as originally contemplated by the Government, will only harm consumers and the overall economy with no tangible benefits.



External telecoms - services



Would like the Government to fully liberalise all domestic and external services and facilities expeditiously in order to ensure that consumers reap the benefits of high quality, low priced, and innovative telecommunications services.



Applauds the Government's proposal to permit unrestricted ISR licensing, but cautions that the benefits of such liberalisation will be severely undercut if delivery fees or other unnecessary and unjustifiable subsidies between new entrants and the FTNS operators are imposed on new licensees.



External telecoms - facilities



Strongly urges the Government to fully liberalise the provision of international infrastructure.  Piecemeal liberalisation will create unnecessary regulatory problems and would represent a missed opportunity for consumers with little or no public benefits.  The result would be that rather than leading the way in the global economy, Hong Kong would be reduced to the role of follower behind other forward-looking Asian economies that are rejecting protectionism to realise the benefits of full competition.



Structure of fixed telecoms



Recommends the adoption of an open licensing process in relation to FTNS competition for the following reasons:

competition produces greater consumer benefits and has both tangible and intangible benefits for the community;

telecommunications liberalisation underpins the economy and is important for the continued success of Hong Kong as a service centre;

the increase in demand for international and domestic infrastructure requires risk diversification to ensure that the community's bandwidth requirements are catered for in a timely fashion;

the FTNS operators have had substantial "first mover" benefits and do not need further regulatory protection;

adopting protective measures will isolate Hong Kong in its attempt to maintain its position as a regional hub; while proactive measures to increase competition will make it more attractive business and financial centre;

Hong Kong carriers are afforded access in overseas markets, and Hong Kong must act fairly and reciprocate access to its trading partners;

although callback competition has been prolific, FTNS competition has lagged significantly behind; and

international and regional competition are occurring at an increasing rate and Hong Kong must liberalise further to remain ahead of the competition.



Recommends the following structure in relation to FTNS licensing in Hong Kong:

it should be easy to apply for an FTNS license, and can be based on the current FTNS licence;

the licence should be a combined services and infrastructure licence for both international and domestic facilities and services;

the licence should be flexible and expandable licence to encourage operators to invest in new technologies and applications to cater for changes in technology; and

the approval process should be straight forward and not subject to approval/consultation by existing operators.



This relatively easy and straight forward process of licensing has the following benefits:

it creates a minimum of time to complete, and hence new entrants can come to market efficiently;

it is based on the established licensing process that is well understood by the Government;

it allows carriers to make investment decisions that they feel are rational for the market situation; and

it encourages entry to the market.
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