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Response by the Hong Kong Internet Service Providers Association to the 1998 Review of Fixed Telecommunications – Moratorium on the Issue of Further Local Fixed Telecommunications Network Services Licenses and Licensing of Additional External Facilities-Based Operators

1. The Association is disappointed that no new FTNS licenses will be issued until after December 31, 2002.  The Association’s position has been that the FTNS market should be completely open to full competition.  

2. The Association welcomes the opening of licensing for provision of fixed telecommunications services using non-wireline-based networks.  However, the interconnection issue will the FTNS operators will remain the critical point, and judging from the history of interconnection arbitration between the four FTNS operators, there are reasons to be concerned about the effectiveness of the licenses for such non-wireline-based “FTNS” operators.  

3. The Association welcomes the decision to permit Hong Kong Cable Television (HKCTV) to offer telecommunications services using cable modem technology over its hybrid fibre coaxial cable network.  

4. However, the Association is concerned that the issue of cable network sharing by other telecommunications service providers, as referred to in the 1998 Television Review, has not been addressed.  This leaves great uncertainty now in the Internet service providers community as to the availability of the cable network as promised in the results of the 1998 Television Review.  Moreover, the rate of customer adoption of broadband has increased, as in the case of the US, Taiwan and Singapore.  Hence  the Association believes any delay will not be good for Hong Kong as a whole, we request the Telecommunications Authority to carry out the broadband interconnection review as soon as possible, and the results should be available before autumn, including any relevant interconnection charges.

5. The Association believes that all ISPs, including the ISP operation under or related to HKCTV, should have equal access to all market, deployment, pricing, technical and other relevant information regarding the broadband cable network.  We request the TA to be vigilant about any early trial or actual service offerings by HKCTV-related ISP(s) that may constitute unfair competition.  

6. The Association requests the TA to set up necessary structural separation requirements between HKCTV, its ISP operation, and any other related telecommunications business entity in the same ownership group, as it is the dominator in the cable infrastructure market.  

7. The Association further requests the Government to clarify the meaning of permitting HKCTV to provide cable modem services “with immediate effect,” but “subject to” its “commitment” to roll out cable network to MMDS-service areas and returning MMDS frequencies.  The statement appears to be at best unclear or possibly even contradictory.

8. By only allowing those companies that will “bring cables to land in Hong Kong” to become ETS-facilities operators until the end of 2002, the ETS market is arbitrary divided by a factor not related to the provision of the ETS service itself.  The Association believes that the ETS-facilities market should be completely open.  The government decision means that an oligopoly will remain for those other ETS operators as they must still go through the gateways of the small number of ETS-facilities operators.  The prospects for lower cost Internet access for all users in Hong Kong will suffer.  

9. The argument that by letting all those companies buying IRUs to become ETS-facilities operators will drive up IRU prices as cables take time to lay is purely hypothetical.  The Government should have the confidence to let the market work things out.  In fact, the Government has now merely agreed to substitute the “higher” cost of IRUs with higher overheads by ETS operators in paying the small number of ETS-facilities operators.  In fact, if ETS-facilities licenses are open to those buying IRUs, cost to endusers will be lower and demand will then increase. Cable owners have more incentive to lay cables via or to Hong Kong even earlier and faster.  Without such free market forces in play, the IRU prices will be controlled by the small number of ETS-facilities licensees and the rate of cables being extended to Hong Kong will remain slow.  In other words, the endusers and the Hong Kong public will not benefit from lower cost as a result.  

Overall, the Association believes that the Government has not taken full advantage of the opportunity to open up the Hong Kong market adequately for it to compete effectively to become the regional telecommunications and Internet hub.  The Government could have taken the opportunity to enhance the competitive environment of the Internet service provision market in Hong Kong.  
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