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3.2.1 Growth in mobile market
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3.2.2 Growth in range and sophistication of services provided
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3.2.3 Development of expertise around mobile and related IT
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3.2.4 Software Industry Development
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3.2.5 Creation of significant economic benefits
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3.2.6 The Future
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4.2.2 Operations
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Response - It is our view that operators should be free to use their 2G spectrum for 3G

services as they see fit.
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Response - It is our view that all operators should receive equal spectrum packages.
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Response - We support the early release and allocation of unpaired spectrum
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Response - Incumbents should be allowed to bid for 3G licences and they should be given

priority over new entrants.
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Response - A fifth spectrum package option should be introduced, which creates six equal

packages of 2x 10MHz paired and 5MHz unpaired spectrum, and there should be no

reservation for new entrants
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Response - We believe that 3G services should be regulated within the same framework as 2G

services.
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Response - It is our firm view that a new entrant network operator would be detrimental to

the aim of fostering a competitive and creative mobile industry in Hong Kong.
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NiQ Lai,
Credit Suisse First

Boston

“We … consider the auction proceeds to be an industry ‘tax burden’ that deters
long-term growth, as it has to be recouped eventually from customers, usually
in the form of higher prices.  As such, we consider auction proceeds to be, in
fact, a tax that governments cannot afford to impose if they want to stimulate
a vibrant wireless environment.”

Philip Tulk,
Lehman Brothers Asia

‘It is our view right now that the businesses are not worth this quantity of
money’ (Reuters 03.05.00)

Merrill Lynch

‘The auction process must rob the mobile communications industry of direct
investment funds… Customers are likely to foot the bill ultimately…  Taking
investment funds from the industry cannot be good for its development…High
license fees paid to the government must produce weaker companies and
therefore…less competition…we believe that the Finnish approach (and, indeed,
Spanish) is much better’ (‘UK 3G Auction’, 30.03.00)

Jerry van Kaathoven,
Rabobank

International,
Amsterdam

‘It’s the subscriber that’s going to pay for the huge licensing fees…
Simultaneous multiple-round bidding lead to higher prices, which are not in
the interest of the consumer…  I’m not so sure there is a business case’
(Communications Week International, 17.04.00)

Andrei Gorodilov,
CSFB analyst

‘The UK licence auction suddenly exposed the grim prospect of having the
entire fate of future mobile industry at the mercy of state administrators –
worries about the capability of the industry to withstand anticipated credit
pressures over the next few months are taking root.’ (FT, 02.05.00)

Federation of
Electronics Industry
Director Simon Wilson

‘Auction will lower profit margins for suppliers to the industry and higher
prices for users – it will affect the rate of take up’

Telecoms Managers
Association

DG David Harrington

‘It is putting a millstone around those operators’ necks…they are proposing to
slap an indirect tax on technology…ultimately, consumers are going to have to
pay for the high cost of 3G licenses’

UMTS Forum

‘…other administrations should look closely at the high cost incurred by
bidders when participating in an auction-style contest, and should consider
carefully when finalising their own licensing processes the likely impact on
the end-user cost of UMTS…services.  It is our strongly-held view…that a
‘beauty contest’ approach – as already successfully proven in Finland, Spain,
Thailand and other countries – represents a preferable licensing methodology
that best serves end user needs such as early roll out and reasonable prices
for services’ (from Website)

Source:  Various as indicated above
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Response - An auction should not be used – instead a beauty contest with competitive

performance criteria should be used to extract the maximum value from the operators
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Malaysia Two new guidelines have been unveiled that prohibit conducted related to
(among others) predatory pricing.  Those acting in contravention of the
guidelines can be fined or imprisioned for a term not exceeding five
years.
Upon receipt of a complaint the CMC will conduct an investigation in
accordance with a set of criteria to determine whether the licensee is in
fact in a dominant position and if it is guilty of ‘substantially
lessening competition.’

China Internet service provider HKNet has called for tougher anti-competition
regulations in anticipation of a drop in prices for high-speed service
access because of increased competition.  MD Charles Mok has said that
regulations should be tightened to prevent predatory pricing practices.
He said that ‘the government should understand that it can’t only focus on
driving down prices.  If prices are pushed to extremely low levels it
could endanger the long-term survival of other service providers, and the
end users will ultimately suffer.

UK Scoot.com the information services group won a victory over BT when
watchdog Oftel warned the former monopoly for predatory pricing.

Singapore The telecommunications authority of Singapore is easing its regulation of
service pricing.  However, it will continue to impose minimum service
standards as minimum safeguards to protect consumers and maintain an
oversight role over market developments to ensure a sustainable
competitive environment.  Communications Minister Mah Bow Tan said that
the TAS has the duty to ensure competition is sustainable as it tries to
liberalise the telecommunications market.  It has to ensure that
incumbents do not adopt anti-competitive measures such as predatory
pricing, to keep out competitors.
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Response - SUNDAY agrees with the TA view that service provision could be separated from

network operation, but that this should be done on the basis of commercial negotiations

between operators
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Response - The best means of protecting competition is to introduce the concept of the

regulation of dominant players
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Response - There should not be mandated national roaming by new entrants onto 2G

networks
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Response - All national roaming arrangements should be made between consenting operators

on commercial terms negotiated between the operators.  There is no indication that

mandating such measures would be required in Hong Kong.
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Response - We agree with OFTA that the spectrum allocation in Hong Kong should conform

to the ITU’s IMT 2000 allocation.
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