


Equant’S RESPONSE TO THE DRAFT CODE OF PRACTICE FOR COMPETITION IN TELECOMMUNICATIONS IN SINGAPORE



1. 
2. Summary of Equant’s position
· Equant considers that Services-based Operators (SBOs) should be allowed to purchase Unbundled Network Elements (UNEs) and Essential Support Facilities (ESFs), at the same prices as Facilities-based Operators FBOs, and that this will meet the IDA’s stated policy of promoting facilities deployment.  
· It also believes that Dominant Licensees should make available services that they offer on a retail basis at wholesale rates to other Licensees.  
· Equant maintains that the same RIO conditions should apply to all Licensees whether FBOs or SBOs.
· Interconnection should be a requirement of the dominant FBO only.
3. General comments
Equant considers that the publication of a code of practice is desirable to the extent it clarifies the rights and obligations of market players and thus creates certainty about market conditions.

We feel that there is scope for misinterpretation of the terms used in the draft Code, and that specific terms such as “indirect interconnection” be clearly defined in a glossary, and if possible be illustrated.
While agreeing with the majority of the draft Code, Equant wishes to register its opposition or position on three significant points.

4. Equant’s position regarding specific provisions of the Code of Practice
3.1. Service-based Operators (SBOs) should be allowed to purchase Unbundled Network Elements (UNEs) and Essential Support Facilities (ESFs).
· Equant is very concerned by the IDA proposal to exclude SBOs from purchasing UNEs and ESFs.  In a competitive market, SBOs and FBOs are competing in the provision of many services.  SBOs are important for the development of electronic information and communications services through market competition.  They should not be discriminated against, as compared to FBOs, by having to pay higher prices or by not having access to the same service building blocks as FBOs.   
· IDA states that its policy goal is to promote facilities deployment.  We understand this goal and believe that the goal must be achieved without undermining the development of competition in services.  In those countries where markets are largely liberalised, such as countries in North America, Europe, and Australia and Japan, the countries concerned promote competition in telecommunications facilities and services at the same time.  We believe that Singapore should not sacrifice the development of service competition to facility development.
· Liberalised countries have even experienced that service competition accelerates the deployment of telecommunications facilities through competition.  Where facilities-based competition is introduced, SBOs are the first large customers of facilities provided by new facilities providers.
· Equant suggest that IDA’s stated policy goal is more appropriately achieved by ensuring that that price of UNEs and ESFs is set appropriately.  The price should be such that an existing Dominant Licensee will be motivated to sell the service and re-invest in new facilities, and that potential new entrants can see good economic arguments for investing in new facilities and competing with that Dominant Licensee.  Learning from experience in EU member states, the principle of cost-oriented pricing for unbundled services serves the purpose of encouragement of both facility deployment and service development. 
· We therefore believe that IDA should provide a level playing field for FBOs and SBOs by allowing SBOs to have access to UNEs and ESFs.  Such a position would meet IDA’s stated policy goal.
· Because Dominant Licensees are not subject to competitive market forces, Equant believes it pertinent that the IDA considers unbundling of the local loop obligatory for these Dominant Licensees. Local loop access should include backhaul facilities from cable landing stations, given the choice which Services-based (Individual) Licensees have in purchasing Indefeasible Rights of Use (IRUs) from cable consortiums willing to sell to them. 
· While the IDA Code states that “a Dominant Licensee must provide telecommunication services on an unbundled basis”, Equant considers this too vague and requests further clarity on this. Telecommunication services could be assumed to cover the whole gamut of international and national services provisioning. We believe that by clearly differentiating the ‘wet portion’ from the local tail circuits/backhaul facilities, SBOs would be encouraged to lease from FBOs on a wholesale or retail basis, compete effectively in the market, and avoid duplicating resources by making similar infrastructural investments as the FBOs. Unbundling the local loop would thus help promote the take up of new services in Singapore, such as digital subscriber line technologies that can hugely increase the capacity of ordinary copper telephone wires. Any abuse of a dominant position would also be allayed. 

Some key elements for the IDA’s consideration in unbundling the local loop are :
· A requirement for incumbent operators to provide competitors with full and shared unbundled access to their local copper loops on fair, reasonable and non-discriminatory terms, including the right of competitors to have access on the same terms as those offered to the operators themselves or associated companies;

· Physical access must be granted at any technically feasible point on the copper loop; and 

· The price of access must be cost-oriented, where competition is weak.

3.2. Dominant Licensees should be obliged to allow other Licensees to purchase at wholesale rates any end user service that the Dominant Licensee offers on a retail basis.
· Equant considers that competition is not well served by allowing a Dominant Licensee the possibility of maintaining a monopoly in any service.
· Any service offered on a retail basis by a Dominant Licensee should therefore be available at wholesale rates to other Licensees at a price approved by IDA, probably based on a retail-minus formula.  This price should offer the Dominant Licensee a fair rate of return on investment and present the other Licensee with the potential to provide the service at a more competitive price.
· We have witnessed in all the countries mentioned above that two goals of the development of facilities and service competitions are achieved at the same time.  We believe that Singapore should not sacrifice the development of service competition to facility development.

3.3. There should be one single Reference Interconnect Offer (RIO) governing services purchased by all Licensees, whether FBOs or SBOs.
· Equant believes that it is fair to have the same cost basis between operators competing in the same service markets.  In other developed markets, ownership of network facilities is not the basis of the regulatory framework.  Both FBOs and SBOs in Singapore should have access to interconnection charges and unbundled network elements at cost-based price through the same RIO.

3.4. The Duty to Interconnect.
This section states that ‘Licensees have a duty to interconnect with and/or provide access to other Licensees. Interconnection may be either direct or indirect’. Equant considers the statement too broad and leaves the interpretation open whether Dominant Licensees could approach non-dominant Licensees for access to the latter’s private voice/data networks. Equant considers that the duty and obligation to open network access for interconnection be placed on Dominant Licensees, as opposed to generically putting all Licensees under the same category.  Equant believes that interconnection should not be a requirement for SBOs, as it will not serve to promote competition.  In fact, direct interconnection could potentially have the opposite effect
Equant is the only global provider of a single and seamless network, with global coverage to over 240 countries and territories. Where obligations for interconnection are not clearly specified, Equant may be forced to open its virtual private network to all other Licensees, who may ride on our network to reach far- flung and remote locations. 
· Direct Interconnection would result in a “cherry-picking” effect, where one licensee would use its network on more profitable routes, and force an interconnection agreement on a second licensee to carry its traffic to non-profitable routes. With this the second licensee would be forced into a downward spiral of having to divert investments to low margin areas, to the detriment of its high margin business.  This would result in the second licensee losing its ability to compete.  
Furthermore, interconnection could result in one licensee advertising a wider geographic reach, while riding on the infrastructure of the licensee to which it is interconnected.

· Equant’s service offering is based on a seamless network, with no points of interconnection to other networks.  This allows for end-to-end management and visibility, to an extent that is generally not possible through an interconnection gateway.  
Not only does Equant consider a solution based on interconnection to be technically inferior, it also considers it to be contractually unsound.   When service delivery is left to multiple unrelated parties, quality can suffer, and liability issues are complicated, as press reports alluded to when describing the after-effects of the major crash of a financial institution’s network in the US last year.

Finally, at the SBO level, technical solutions exist that provide better alternatives than the requirement for interconnection.  These solutions are commonly used today, and are based on specific customer requirements. 

· 
· 
· 
· 
· 
� The EC has recently undertaken a series of proposals aimed at boosting e-commerce and telecoms liberalisation. The key elements of its local loop access regime have been quoted above. See also “EC piles pressure on Europe’s telcos”, in Total Telecom, 12 July 2000.
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