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Introduction

The telecommunications sector opened up to full competition on 1st January 1998. The process leading to complete liberalisation of the sector started over ten years before at Community level, with the support of all the European countries.  Over that period preparations were under way and the groundwork was gradually laid down, in France and the other member states, to make transition to the open market possible. 

During its first two years, the telecommunications regulatory authority, (ART), which was set up on 5 January 1997, focused on enforcing fair and effective competition conditions to ensure that consumers were reaping the benefits of the new market environment.  At the same time, and equally as important, it used its regulatory powers to ensure that competition was promoting innovation, competitiveness, job creation and regional development.

While 1997 was spent developing the tools to introduce effective competition, 1998 was the first year they were applied on the rapidly-changing telecommunications market: licensing continued throughout the year; operators rolled out their networks and launched their first commercial services; interconnection mechanisms were implemented - providing precious experience for preparing the standard interconnection offer for 1999; universal service funding was activated;  and ART also used the legal instruments at its disposal for market intervention, as the number of dispute settlement cases brought before it shot up in 1998.

These are just a few examples, the tip of the iceberg, of the work accomplished by ART during 1998. The jump in the number of decisions adopted in 1998 (1047 in comparison with 459 in 1997) is a clear sign that both the marketplace and regulation had moved forward into a new phase of competition. 

The most outstanding change in 1998 was the emergence and formation of a market, which is rapidly being reshaped by competitive forces and technological progress. It is to this fast-moving reality that ART needs to constantly adapt.

To reach its goals and regulate effectively, by giving players the transparency and regulatory certainty they require, ART needs two things: knowledge of the market, and flexible methods, adapted to change.  To respond to the demand for regulatory certainty, ART has produced this highly-detailed analysis of the marketplace, showing the change that occurred during 1998. And to know and meet the market’s expectations always associates the industry in its work, constantly listens to players’ views and follows and predicts change in the market closely.  This volume is designed to cater for all these different needs.

Calendar of events

part ONE: THE market in 1998

While 1998 can essentially be considered as the period in which the market took shape, it was also a time of profound upheaval in the telecommunications: the appearance of new players, the deployment of infrastructures, the emergence of new offers bringing a wide choice of new services and lower prices.


To make preliminary observations, we need quantitative information enabling us to measure the scope and extent of changes in the market and its main segments.  Statistical information may be usefully supported by a more qualitative analysis of the different actors present on the market and the principal services proposed.

Chapter I: key indicators

In order to give the public and market parties statistical information on the telecommunications sector, ART has decided to publish a figures on the main segments of the telecommunications market in 1998 in this report. With the exception of the figures given in market information on mobiles, which are systematically collected and published regularly, the information in this chapter has been compiled and processed from various sources.

While there is no doubt that the sources are reliable, the figures provided are most often forecasts.  ART will publish a complete report during 1999, providing more detailed statistics on the market.

Telecommunications services in 1998



Tunover
Volume



(FF billions)
(billions of minutes)



1998
98/97 (%)
1998
98/97 (%)








National fixed telephone (1)

84,9
-1%
140,4
+12%








Subscriptions

28,4
+10%



Local calls (a)

22,8
-1%
82,3
+4%

Long distance calls (b) 

21,4
-21%
34,5
+6%

Fixed to mobile calls

1,5
+69%
3,9
+87%

Shared cost numbers

0,9
+52%
1,1
+83%

Various national calls

0,9
+13%
0,5
+25%

Public payphone & card
 (c )

6,0
+5%
5,8
+1%

Interconnection fees

3,0
+76%
12,3
+137%








International fixed telephone (2)

10,6
-14%
7,5
+11%








International outgoing (d)

7,2
-9%
3,6
+13%

International incoming

3,4
-22%
3,9
+8%








Mobiles

37,0
+67%
14,4
+119%








From the subscriber

23,0
+71%
10,0
+141%

Incoming trafic percentage mobile

11,4
+82%
4,4
+88%

Other services (radio paging, terminal equipment)

2,6
+10%










Information services

8,6
+19%
7,4
+10%

(including internet access)













Leased lines and data

13,9
+27%










Total retail market (*)

150,5
+12,3%
153,0
+10,6%

(*) excluding interconnection (FF 3 billion), excluding mobile terminal sales (FF 1,6 billion)













Local + long distance = (a) + (b)

44,2
-12%
116,8
+4%








Markets open to competition (*)

34,6
-15%
44,1
+6,4%

(*) = (b) + (c ) +(d)






Fixed telephone market =(1) + (2)

95,5
-2,4%
148,0
+11,5%








Usages (billions of minutes)

1 997
1 998
98/97







Mobiles

6,6
14,4
+119%

Internet

2,3
5,8
+155%

Other

129,5
132,8
+3%













Mobiles











Monthly average usage per subscriber (in minutes)





. outgoing

91
103
+13%

. incoming

51
45
-12%

Total

142
148
+4,3%







Average monthly turnover per subscriber (FF exc VAT)





. outgoing

295
237
-20%

. incoming

136
117
-15%

Total

432
354
-18%

The retail market was worth approximately FF150.5 billion for 1998. It is divided into four main markets :  fixed telephone, mobile telephone, leased lines and data transmission, Internet and information services.

Growth in retail market volume
 closely corresponds to development of the mobile market and Internet traffic.  These two market segments are responsible for respectively responsible for 53% and 24% of overall growth.

I. Fixed telephone market

This market is estimated at around FF95 billion and 148 billion minutes. It is made up of the following components:


Turnover

(FF billions)
%
Volume

(billions of minutes)
%







Subscriptions
28,4
29,7%

-

Local calls *
22,8
23,9%
82,3
55,6%

Long distance calls
21,4
22,4%
34,5
23,3%

Fixed to mobile calls
1,5
1,5%
3,9
2,7%

Shared cost numbers
0,9
1,0%
1,1
0,7%

Various national calls
0,9
0,9%
0,5
0,3%

Public Payphone & card
6,0
6,3%
5,8
3,9%

Interconnection fees
3,0
3,1%
12,3
8,3%

International outgoing
7,2
7,5%
3,6
2,5%

International incoming
3,4
3,6%
3,9
2,6%







Total
95,5
100,0%
148,0
100,0%

* Local calls correspond to the traffic billed at France Télécom’s local tariff, including Internet access.

Note that:

· revenue from subscriptions increased by 10%.

· fixed-to-mobile call revenue rocketed: +70%.

· revenue from international and national long distance calls fell steeply :  -20% and -13% respectively, due to considerable price reductions (-25% and -22% respectively), and a significant increase in traffic volume (+6% and +11% respectively).

· the market segments effectively open to competition in 1998, ie. international and national long distance calls, public payphone and calling cards, were worth FF34 billion and 44 billion minutes. On these segments, new operators gained a market share of 5% to 6%, in both value and volume.

· with 34 million lines, per-line average monthly revenue, excluding public payphone and calling cards, stands at FF219 exc VAT, down 3,7% on 1997 (FF228 exc VAT). However, average daily consumption per subscriber line rose significantly (11% up on1997) to 11.5 minutes per day, compared with 10.3 in 1997.

Nombre de lignes d’abonnés fixes

L'ensemble des données de 1997, ainsi que le nombre de lignes standard et de canaux RNIS en 1998 sont issus du rapport annuel de France Télécom pour 1998. La répartition résidentiels/professionnels des lignes standard en 1998 est une estimation. Au total, le nombre de lignes a progressé de 33,7 à 34 millions.

Number of lines (in millions)

1997
1 998








Analogue lines

31,6
31,2


. Residential

24,8
24,8


. Professional

6,8
6,5








ISDN lines

2,1
2,8








Total

33,7
34,0




















Fixed telephone 

excluding public payphone & calling cards











Volume (In billions of minutes)

127,0
142,2


Average daily consumption per subscriber line (In minutes per day & per line)

10,3
11,5
+11,0%







Turnover (FF billions)

92,1
89,5


Per-line average monthly revenue

228 F
219 F
-3,7%

II. Mobile telephone market

The mobile telephone market (GSM) was worth over FF34 billion in 1998, comprising FF23 billion in subscription revenue and FF11 billion (32%) collected by mobile operators for delivering incoming calls on their networks.

Traffic was an estimated 14.4 billion minutes in 1998, comprising 10.0 outgoing traffic and 4.4 incoming traffic (or 30.5%). Mobile traffic as a whole increased significantly (120% more than in 1997): call traffic from mobile subscribers increased more (+140%) than traffic to mobile subscribers(+88%).

Based on an estimated 8.1 million users in 1998, compared with 3.8 million in 1997
, average monthly revenue per subscriber dropped by 18%, from FF430 in 1997 to just over FF350 exc VAT in 1998. 

Mobile users’ average monthly bill dropped by 20%, from FF295 exc VAT in 1997 to about FF237 exc VAT tax in 1998.

This fall in average revenue was caused by changes in average mobile subscriber consumption:

· increased traffic from mobile subscribers:  from 91 minutes per month in 1997 to over 100 minutes per month in 1998;

· less traffic to mobile subscribers: 51 minutes per month in 1997, and only  45 minutes per month in 1998.

ART’s mobile market information provides a more detailed breakdown of mobile market statistics for 1998, and highlights the changes that occurred during the year. It is an essential regulatory instrument, enabling ART to monitor market developments closely and to make information publicly available on a monthly basis. 

During 1998, the mobile telephone market continued to expand steadily, as it had done since 1996.  It has now reached mass market proportions, with users of all ages and from all walks of life. 

A. Statistical information 

By 31 December 1998, there were over 11 million mobile phone users in France, which is close to one in five French people.  During 1998, over 5 million people acquired a mobile phone, 61% more than in 1997. 

In 1998, the number of users topped 6 million in January (10.5% penetration end-Jan), 7 million in May (12.4%), 8 million in July (14.1%), 9 million in October (16.2%), and 11 million in December (19.2%). The market expanded more than ever before, with an additional 1.3 million new customers in January alone. 

The table below shows the expansion of the mobile telephone market over the last five years: 


Number of customers

 31 December
Penetration rate

31 December
% Increase in subscriber base 



1994
803 900
1.3%
-

1995
1 302 400
2.2%
+62%

1996
2 462 700
4.2%
+89%

1997
5 817 300
10%
+136%

1998
11 210 100
19.2%
+93%

Increase in the mobile phone penetration rate in France


January 96
July 96
January 97
July 97
January 98
July 98
January 99

Penetration rate
2.29%
3.11%
4.46%
6.56%
10.5%
14.1%
20%





The three operators’ results
By 31 December 1998, France Télécom Mobiles had 49.5% of the mobile phone market and 45.8% of the new subscribers in 1998. In just one year, its market share dropped by 3.5 points, largely to Bouygues Télécom’s benefit.

Bouygues Télécom substantially increased its market share during the year, from 8.7% at the end of December 1997 to 12.5% at the end of December 1998, with an extra 16.7% new customers, and more extensive geographic coverage.

Cegetel-SFR maintained appoximately 38% market share.

At 31 December 1998, the subscriber bases of France Télécom, Cegetel-SFR and Bouygues Télécom were 5.5 million, 4.2 million and 1.4 million respectively, compared with 3 million, 2.1 million and 500 000 a year before.

Mobile market at 31 December 1998
(values rounded up to the nearest hundred)

















Number of 
NET GROWTH











customers (1)
monthly
%
last 6 months
%

















 FRANCE TELECOM













• Itinéris-Ola


5 450 200
557 200
11,4%
1 566 700
40%





• Olla (2)


3 500
-400
-10,3%
-2 300
-40%





• Améris (3)


88 900
19 600
28,3%
48 400
120%





 Total digital


5 542 600
576 400
11,6%
1 612 800
41%





• Radiocom 2000 TDV&mixte


9 700
-3 100
-24,2%
-15 900
-62%





 TOTAL


5 552 300
573 300
11,5%
1 596 900
40%






























 CEGETEL













• SFR GSM


4 163 500
499 600
13,6%
1 248 300
43%





• SRR (4)


50 300
3 500
7,5%
14 400
40%





 Total digital


4 213 800
503 100
13,6%
1 262 700
43%





• SFR analogue


37 500
-3 000
-7,4%
-19 400
-34%





 TOTAL


4 251 300
500 100
13,3%
1 243 300
41%






























 BOUYGUES













• Bouygues Télécom


1 406 500
247 700
21,4%
607 900
76%






























         TOTAL digital



11 162 900
1 327 200
13,5%
3 483 400
45%

















         TOTAL analogue



47 200
-6 100
-11,4%
-35 300
-43%

















OVERALL TOTAL



11 210 100
1 321 100
13,4%
3 448 100
44%


















Penetration rate (5)


19,2%




















(1) A customer of a mobile telephone service is defined as being any holder of a SIM card or any holder of an active prepaid card (i.e. someone who has made at least one call and has not exceeded the date beyond which it is contractually impossible to receive incoming calls) registered with the operator's home location register (HLR).

(2)  Olla is a service provided in Toulouse by FTM-1800, a France Télécom subsidiary.

(3)  Améris is a service provided by France Caraïbe Mobiles, a France Télécom subsidiary.

(4)  Société Réunionnaise du Radiotéléphone, an SFR subsidiary.

(5) The penetration rate is calculated by dividing the total number of mobile telephone customers by the French population, estimated at 58.3 million.

B. The market in 1998

1. Innovations

Marketing innovations in 1998 were less spectacular than those for the previous year.

Most of the products launched in 1997 (package deals, free weekend calls, pre-paid formulae) were changed very little in 1998.  However, a whole new range of offers were introduced to promote them. Two-phone packages (Complice by SFR, Bouygues Télécom’s special offer “ buy a mobile phone and get one free”), hybrid fixed-mobile offers and business-tailored deals were all new on the marketing scene in 1998.  And buying a mobile phone was made easier, as package deals became common currency.

2. Subsidies for terminals removed

As the market reached maturity, after being reduced twice in 1997 (April and October), the subsidy on terminals was finally completely removed in March 1998.  However, the three operators chose not to pass on the effects of this to customers, so prices for package deals, which account for over 50% of mobile phone sales, remained stable. 

3. Change in the price of calls

In terms of call charges, the important innovation in 1998 was the introduction of calls to competitive mobile networks, in all operators’ package deals. 

For incoming calls (i.e. calls from fixed to mobile), there were no reductions other than those implemented by Bouygues Télécom between Autumn 1997 and Spring 1998.  Most people find mobile calls to be relatively expensive in France, and in other European countries.

Incoming call tariffs in France at 31 December 1998


Price of the first minute
Price per additional minute




Peak time hours
Off-peak hours
Weekend

Itinéris
FF2.97 inc VAT
FF3 inc VAT
FF1.48 inc VAT
-

SFR 
FF2.96 inc VAT
FF2.96 inc VAT
FF1.48 inc VAT
-

Bouygues Télécom

- subscription

- Nomad
FF2.96 inc VAT

FF2.97 inc VAT (1)
FF2.96 inc VAT

FF3.80 inc VAT
FF1.48 inc VAT

FF1.90 inc VAT
FF1 inc VAT

-

(1) the first 45 seconds

Some of the packages offered by the new fixed telephone operators nevertheless proposed attractive fixed-to-mobile call prices, with international re-routing. 
4. Network roll-out

The speed at which Bouygues Télécom rolled out its network in 1998 was remarkable, It surpassed its licence requirements, which were to reach  87% population coverage by 2005, and has been proposing nationwide coverage (90%) since December 1998.  It is now practically on a par with its two competitors (97% for France Télécom and 96% for SFR).

Network deployment is continuing for all three operators. The aggregate investment of France Télécom Mobiles, SFR and Bouygues Télécom, is FF20 billion over 6 years, FF20 billion over 7 years and 12 billion over 3 years.

The year was in all accounts a good one, in financial terms, for France Télécom and SFR at least.  They posted operating profits of FF1.8 billion and FF1.5 billion respectively.  Bouygues Télécom, for its part, expects to be profitable by 2001.

5. Decline in analogue services and the launch of the Iridium satellite mobile phone service 

The decline of the analogue standard in France and throughout Europe, was marked by the official termination of the Radiocom 2000 analogue mobile telephone service, on 31 December. This service, which was launched in November 1985, signed up its 100 000th subscriber in February 1989. Its user base peaked in September 1992 at 330 000. However, by 31 December 1998, analogue subscribers only represented 0.4% mobile telephone users in France. 

The important event in 1998 for digital mobile phone use was the launch in France of the first satellite mobile radio system, by Iridium Italia, on 1st November. 

6. European comparisons

The French market has now caught up with the rest of Europe.  France had the lowest mobile phone penetration rate in the European Union under two years ago, but user take-up rocketed in 1998, and penetration had overtaken Belgian, German, Greek and Spainish rates by 1st January 1999. 

Increase in the mobile phone penetration rate in 18 European countries





III. Leased lines and data transmission

The leased lines and data transmission market was worth an estimated FF13.9 billion in 1998.  However, this is only a partial evaluation, as many players on the data transmission market are not licensed operators, and the figures given here only include licensed operators.

Growth was up 27% in comparison with 1997.

IV. Internet and information services

This market comprises teletex, audiotex, electronic directory (including telephone calls), and Internet services (excluding telephone calls). The Internet market is expanding rapidly:  based on an average revenue per subscriber of FF75 per month exc VAT, it is estimated that access providers collected 125% more in 1998 than in 1997, with revenue of FF900 million in 1998 compared with FF400 million in 1997. This figure could reach FF1.7 billion in 1999.

The customer base for Internet services also expanded considerably, from about 540 000 subscribers in France at the end of 1997 to around 1.2 million by the end of 1998.

According to statistics published by AFA (association of main Internet access providers in France) on its web site, the number of subscribers and hours of connection per month are the following :


Number of paying subscribers at month end
Hours of connection in the month

January 1998
540 000
4 million

April 1998
697 000
5.2 million

July 1998
802 000
6.1 million

October 1998
960 000
8 million

January 1999
1280 000
11.2 million

Based on this data, and a linear extrapolation of the last quarter’s increase in subscriber numbers, we estimate that Internet access services will continue to develop and drive growth in local telephone traffic. The main markers of this trend are:

· Internet access traffic accounted for 5.8 billion minutes in 1998 compared with 2.3 billion in 1997, or an increase of over 150%; it could reach over 11 billion minutes in 1999;

· it generated 7% of France Télécom’s local traffic in 1998 and will generate over 13% in 1999;

· on average, subscribers spent less than 8 hours per month on-line at the beginning of 1998, and just under 9 hours at the end of 1998;

· as France Télécom is responsible for rouging Internet access calls over its local network, Internet traffic is increasing France Télécom’s local traffic revenue.  It is estimated at around FF800 million in 1998, and could top 1.5 billion in 1999.


With such high stakes, ART recognised the importance of having and providing users with detailed information on the Internet access market.  It thus began gathering data in 1998 on operators which propose Internet access over cable networks. It will eventually collect and provide market information on all types of Internet access.


A table showing the number of subscribers to cable Internet, telephone and television services is now published regularly on ART’s web site. It should help to improve both market transparency and consumer information.


The table below shows the different services offered over cable networks - television, telephone, Internet access, at the end of December 1998.




Chapter II. Market parties


With telecommunications sector liberalisation, a host of new players have arrived on the scene, providing consumers with a varied array of tariff deals and services. But, while the open telecommunications environment has forced down call prices and extended the range of services offered, it has also greatly complicated the economic landscape, which was once characterised by a single offer and a single provider. 


Opening up the market has given numerous companies the opportunity to enter telecommunications.   Many of them are start-up companies, as is the case for a great number of operators, and others are backed by incumbents and groups.  Start-up companies have also arrived en masse to make the most of Internet and electronic commerce development.  And players from other market segments, such as retailers and cable network operators, have also entered telecommunications, seeing liberalisation as the opportunity to conquer new markets.

I. Operators

Of all market parties, operators play perhaps the most important role in opening up the market.  They are the ones that build competition.  Operators can be defined as players which run a telecommunications business for the general public, whether as a public telecommunications network operator or a service provider.
 The Telecommunications Act divides operators into two categories of player requiring an individual licence: public network operators and public telephone service providers.
 ART is responsible for processing licence applications, and thus is well-informed of operators’ activities and the evolving marketplace. We focus primarily on these licensed operators here, as they are the building blocks of the new market. 


One year after full market liberalisation, a number of new operators have started running businesses in France. By 31 December 1998, there were 54 operators with one or several licences to provide a public telephone service, or operate a public telecommunications network, or both.


Competition is developing as well for infrastructure as it is for services. Most operators that want to roll out and operate a public network have also asked for permission to provide a public telephone service.  Only a few, in target areas or niche markets, have chosen to only roll out the network and specialize in providing transmission capacity (cf. below). And 15 operators have obtained a licence to provide a public telephone service, without deploying their own public network.

A. Service providers / network operators


The distinction has been drawn between telecommunications networks and services since the outset of liberalisation. The 1997 Green Paper, which instituted the European liberalisation process, excluded infrastructure in the beginning stages.  In accordance with these directives, telecommunications services progressively opened up to competition over the last ten years.  But it was not until 1st July 1996 that competition was introduced in infrastructure, a year and a half after public telephone service liberalisation.


In France, most telecommunications services, apart from the telephone service, were opened up to competition by the Telecommunications Act of 29 December 1990. The EU “full competition” directive, calling for the liberalisation of infrastructure, was implemented early by the Telecommunications Act of 26 July 1996, but provision of the public telephone service over new infrastructure was not allowed before 1st January 1998.


The network/service distinction is explained by the role that networks played in the traditional monopoly-controlled sector.  The telecommunications sector was considered to be a natural monopoly for a long time, due to the extremely high cost of deploying a dense network nationwide. It seemed of little use and a nonsense in economic terms to duplicate such an investment to provide the same service.  But technological progress has enabled new services to be provided, which do not require network deployment.  It has also made it possible to roll out new infrastructure at a much lower cost, customised to specific needs and supporting new services.  The introduction of digitalised transmission (voice, data, images) over telecommunications networks revolutionalised the sector.  New markets emerged in response to increasing demand, particularly from business, for infrastructure with high-speed transmission capabilities.  Internet has an increasingly important effect on these developments.


Over the last two years, ART has processed three types of applications for licences, based on the legal categories laid down in the Telecommunications Act: licences to set up and operate a public network (article L. 33-1), licences to provide a public telephone service (article L. 34-1) and licences for both activities (articles L. 33-1 + L. 34-1). 

There are major differences between the three licence categories, in terms of market, territorial coverage and services provided, so sometimes the operators in the each category have very little common.  But it is by studying what these operators share that enable us to better understand the way the market is structured. 

1. Network operators


A direct result of telecommunications market competition has been the deployment of new networks.  Several types of facilities are been rolled out, including:

· local loop infrastructure, enabling access to end users;

· national long-distance infrastructure ; the seven operators that obtained E prefixes for carrier selection, agreed to roll out networks covering the 22 regions of mainland France;

· pan-European long distance infrastucture, comprising loops connecting the main European cities;

· international cross-continent infrastructure: sub-marine cables, satellites.


Several players are involved in deploying a new telecommunications network.  These include:

· The owners or holders of rights of way:  operators often roll out their network over pre-existing infrastructure – motorways, canals, railways, etc.  Often the owners of these infrastructures lay optical fibres and then lease them to operators, saving operators the construction work; 

· Construction companies and installers of cables or optical fibre:  the construction work required may be minimal if the network is rolled out over pre-existing infrastructure, but it may be extremely complex, particularly in urban areas; 

· Operators which roll out transmission equipment over ready-built facilities, to enable them to support the carriage of telecommunications signals.


By 1st January 1999, nearly fourty operators had a licence to set up and operate a public telecommunications network.

Some operators have chosen to only operate their public telecommunications network, without providing public telecommunications services, so they offer their infrastructure to businesses or other operators for the provision of these services. In most cases the networks are rolled out over a limited geographic area.  This is the case for Eurotunnel SA and NETs SA, which offer their customers high-speed cross-channel lines.

Some operators, such as Hermès Europe Railtel and Farland, have set up pan-European networks, to offer capacity to other operators for their international and long distance communications.

Most of these network operators are specialised in providing high-speed infrastructure.  Over half of them can be defined as “ carriers’ carriers ”, which means operators which provide other operators with transmission capacity.

2. Service providers

There are two types of service provider:

· those that provide a public telephone service or services using RF spectrum, and must obtain a licence to do so;

· those that provide other telecommunications services, which do not need to obtain an individual licence, but must fulfill certain essential requirements.


Most operators that only obtained a licence to provide the public telephone service are now authorised to cover the whole territory.  The majority of them are specialised in providing services to the general public, such as selling calling cards.  French operators like Econophone, Phone Systems & Networks, Western Télécom and Prosodie sell pre-paid and post-paid calling cards.


This category also covers switch-based resellers.  This term refers to players which provide a telecommmunications service that includes, at a minimum, switching. These players their own platform 
 at least, where their customers calls are concentrated before being routed to their end destination.  Switch-based resellers sometimes carry part or all of these telephone calls.

Re-routing may be used to provide a variety of services.  Thus, calling card service providers may, like operators which use least cost routing, choose to use the infrastructure of the operator which offers the lowest price to carry the call.  This technique is used by some operators to provide lower fixed to mobile call tariffs, by routing traffic via the international network.

3. Network operators and service providers


Of all the operators licensed, the most frequent are those which have a licence to operate a telecommunications network and provide a telephone service.  These operators can provide an integrated telecommunications offering, by supplying various services over their own network.  But in practice, the offerings are quite varied in terms of geographic coverage, commercial strategy and the services provided. 

In return for the assignment of a carrier selection prefixes
, seven of these operators are required to roll out a nationwide network. About a third are licensed to provide the telephone service throughout mainland France, but only need to deploy a network in a limited area.


Nearly half of these operators target business cutomers, while the other half generally provide services to both individuals and businesses.


Finally, the majority are long distance operators which provide the telephone service by a dial-up carrier selection prefix.  Around ten local loop operators are also present, including several cable operators with residential customers, and others that are deploying corporate local loops.

Figure n° 1 : “ Carriers’ carriers ”
Competition fostered the emergence of new types of operator.  A prime example is  “ carriers’ carriers ”.  This category includes :

· alternative infrastructure operators which set up and operate a network in order to sell transmission capacity, essentially to other operators.  Examples include Eurotunnel, Hermes Europe Railtel and Telcité (subsidiary of the French Railways - RATP).

· operators which propose a more elaborate offering insofar as they also provide switching on their network and offer wholesale switched minutes, in transit between two operators, or to carry the long distance part and terminate calls, most frequently abroad. Examples are FCI Carrier Services and Unisource Carrier Services.

B. Long distance operators / local loop operators


Most network operators or service providers in this category are long distance operators providing the telephone service by means of carrier selection, and other, more business-tailored services. 


Apart from cable operators and operators which applied for wireless local loop trials, most of the players that are currently building alternative local loops target the business market, with its demand for services over high-speed transmission capacity.

C. Business operators / mass market operators


As a whole, operators tend to focus on the business segment of the market, while offering services to both business and residential users. The reason is the greater demand from business for a wider range of high-speed, multi-media and IP services.  The percentage of operators’ services based on IP-technology (Internet, intranet, extranet) is on the increase.


Operators which propose a service offering without rolling out a network tend to focus on residential users, with calling card services etc., while operators that roll out a network to provide telecommunications services tend to target business, and the residential user market comes second.  Network operators, by definition target business users and operators. 

D. Fixed operators / mobile operators


The Telecommunications Act does not draw the distinction between fixed telephone operators and mobile telephone operators.  Both are considered to be service providers in the sense explained below, and are thereby required to obtain a licence.  The only distinction that can justify treating them differently is if the mobile operator needs to use radio frequencies, which are a scarce resource and have to be managed in a specific manner. Alongside the cost of network construction, frequency scarcity limits the number of mobile operators.


However, as technology advances, this distinction will tend to disappear.  It is actually probable that, in the near future, telephone calls will be carried over both fixed and mobile networks, as the environment moves towards what is referred to as fixed/mobile convergence (cf. part one, chapter 3). And new players are expected on the mobile telephone market when UMTS is introduced, as there is enough available frequency spectrum to envisage granting four licences to provide these new services. 


Today, three main operators are present on the terrestrial mobile phone market: France Télécom Mobiles, SFR and Bouygues Télécom. Satellite mobile network operators, which provide global services are also appearing.  In France, two such operators have received licences:  Iridium Italia (representative in France of the Iridium consortium) and TESAM (representative in France of the Globalstar consortium).

II. Retailers

Retailers, or resellers, market and sell services but do not actually provide a telecommunications service :  neither carriage nor switching of telecommunications signals (they are sometimes referred to as switchless resellers). They are thus not service providers in the regulatory sense.  Their activity comprises:

· selling service subscriptions for services which have been developed by the operators themselves;

· selling, billing and providing after-sales-service for these services;

· in addition to selling and billing, defining the offering for the end customer (tariffs, bundling with other services, etc.).

Public telephone service providers’ licences (L. 34-1), and mobile operators’ licences allow for the intervention of retailers in the distribution chain.

ART, whose regulatory scope is limited to the telecommunications sector, has no direct jurisdiction over these retailers.  However, in carrying out its duties and monitoring the activities of telecommunications operators, ART has to ensure that the latter comply with the licence terms governing their relations with retailers and the relations between retailers and consumers.  


Resellers appeared with the development of the mobile market, where there are now a great number selling on the services proposed by mobile operators.  They have a large degree of independence, enabling them to set prices and various airtime packages.  Consumers are contractually bound to the resellers, but operators retain the responsibility of providing the service.


Retailers entered when the fixed telephone market opened up to competition. Operators rapicly recognized the advantage of using them to sell their services, particularly the long distance telephone service and calling cards, by indirect marketing.  It is often done by supermarkets and high street stores. 

Resale generally operates as follows:  stores buy from operators at a wholesale rate, and sell on the telephone services to their customers at a retail price. In this scheme, retailers sometimes control the prices, brand name, marketing, billing, collection and/or after-sales-service.  Billing may be done by a private calling card manager, associated with the retailer.


The retail chain has no effect on the type of service provided, whether carrier selection or calling card services
. Both carrier selection services and calling card or chargecard services may be sold either directly or indirectly:

· Carrier selection services can be sold directly to customers. Small and medium-sized businesses do this, e.g. Omnicom with its digit 5 prefix and Western Télécom with its 1655 prefix.  But they can also be sold by a third party, as is the case for Télécom Développement’s digit 7 prefix, which is marketed by Cegetel, Omnicom’s digit 5 prefix, which is sold by Debitel and Carrefour to residential customers, and Siris’s digit 2 prefix, which is sold by the on-line service provider, Infonie;

· Calling cards can be sold directly to customers, as is the case by France Télécom and Intercall, but they can also be sold by third parties such as Kertel, Belgacom and Intercall.

The difference in how the service is retailed also depends on the company – operator or retailer – that the customer signs up to:

· either the customer signs a contract with the operator, and the retailer acts as the operator’s representative: he presents customers with the operator’s contract (e.g.tabacconist selling calling cards, stores offering subscriptions to “ 7 de Cegetel ”, etc.) ;

· or the customer signs a contract directly with the retailer.  In this case, the customer buys the service from the retailer, and the retailer bills the customer for the service. 

In both of these cases the retailer receives payment.  In the first case, it is generally a commission on each contract signed, and in the second case he makes money on the margin between the price at which he sells the service to the customer and the price at which he bought it from the operator.

Due to the pre-eminence of supermarkets and high street retailers, this type of retailing is especially popular compared with other types of retail in France,  where there high number of chargecard holders (to ART’s knowledge, there are over 15 million “ active ”
 calling cards in France).


Given the growing importance of retailing in the telecommunications sector, to ensure that it does not undermine operators’ obligations towards consumers, ART decided to publish guidelines relating to these services.  It issued a public consultation on the draft document in March 1998, in order to collect the industry’s views on the matter, in line with its policy to involve the whole sector in regulation.


At the same time, and given the fact that France Télécom had stated that it wished to use external retailers to sell its long distance telephone service, on 1st March 1999 ART published its views on the incumbent’s rights and duties in this matter. ART used the opportunity to remind France Télécom that it was subject to the same obligations as all other operators that use third party retailers, due to its licence terms.  These obligations particularly concerned the confidentiality and neutrality of messages conveyed, informing consumers and ART’s verification of the fulfillment of licence terms. ART also specified that certain obligations apply specifically to France Télécom. These are:

· obligations arising out of its dominant position on the market:  control of prices charged to retailers ;  implementation of separate cost accounting for its different retail activities; communication to ART of the contracts concluded with retailers;

· obligations arising out of its status as operator responsible for the universal service:  the  choice of the retail outlet should not effect the cost of the universal service ;

· obligations arising out of France Téléom’s use of two carrier selection prefixes (0 and 8). ART stipulated that the carrier selection prefixes must not be used for selecting the retailer.  It is thus prohibited for an operator, and especially for France Télécom, to reserve the use of one of these prefixes for exclusive use by a retailer. In other words, the prefix 8 may not be marketed as a supermarket or store’s own exclusive service. 

III. Internet players

Internet is made up of networks and services connected and communicating together by use of the Internet Protocol.  Data transmission networks and Internet access providers (IAP) or service providers (ISP) are part of the Internet, as are the networks and services accessible behind the Internet data exchange point
. 

However, Internet access is a specific service, quite distinct from the services available over the Internet, which have different functions and are provided by different players.  So, when speaking about the Internet, we need to distinguish two types of service:

· “ generic services ” offered over the Internet via public networks interconnected by the TCP/IP protocol. The main types of service are e-mail, news groups, web access and telephony. These services are provided by Internet access providers and content providers (for instance for the provision of a web site), which may be the users themselves (access providers may propose that users set up their own web pages).

· “ access service ” offered by Internet access providers, which, strictly speaking, is not an “ Internet service ”, but the first link in the Internet offer chain.

The Internet access offer is based on four technical components which bring various market parties into play:

· a local telecommunications network,

· a data transmission network,

· an Internet access provider,

· Internet itself, ie. all the networks and services that are accessible from the access provider.

The parties to an Internet access offer


A. Local telecommunications network


The local network connects the subscriber to the data carrier or to an Internet access provider’s point of presence, according to the technical architecture chosen by the latter ;  several technical options may be used:

· the telephone network: France Télécom is the only operator that owns a network with nationwide coverage.  It supports analogue and digital connections.  Other offers are becoming available as alternative local loops are set up.  Today, alternative local loops only exist on a very limited part of the territory;

· a cable network equipped for telecommunications services: this is only available in towns equipped with upgraded cable infrastructure.  Commercial offerings of Internet access via cable networks are proposed, for instance, in Angers, Bordeaux, Marseille and Saint Quentin en Yvelines by France Télécom Câble, in Meudon by Vidéopole, in Nice by NC-Numéricâble, and in Annecy, Strasbourg, Le Mans and Paris by Lyonnaise Câble.

Other options are also possible, and are currently being tested or developed:

· satellite access: satellite Internet access, from groups proposing digital satellite.  These can be either:

- two-way satellite access, which require each customer to invest in a dish (aerial) capable of receiving, and transmitting ;  such an investment is too expensive for the majority of users;

- one-way access, also requiring an aerial, but using with a return path via the telephone network.

· wireless local loop access: a wireless local loop may be an efficient means of reaching an Internet access provider.

· ADSL Internet access: ADSL (Asynchronous digital subscriber line) is an xDSL technology, designed to maximise the capacity of the copper cable and enhance the traditional telephone copper access network.  Two modems are used, one on the customer’s premises, and the other on the subscriber line before the main distribution frame, to increase data rates 70-fold. ADSL uses a line splitter to enable it to carry voice, upstream data (user to network) and a greater proportion of downstream data (network to user).  Filtering at both ends of the line ensures acceptable voice quality, by removing interference. ADSL technology is particularly well-adapted to the local loop, as throughput diminishes over distance. It is relatively unexpensive, and therefore constitutes an attractive alternative to cable networks for high speed Internet access. France Télécom is currently testing ASDL in various cities in France.

B. Data transmission

The Internet access provider (cf. below) may choose to use the services of a data transmission operator, so that its service is accessible from all the geographic areas covered by this carrier.  In this case the data transmission network links the local telecommunications network to the Internet access provider, using lines and gateways adapted to IP transmission standards.

Today there are several IP carrier service providers, and at least eight data transmission networks and thirteen points of presence have been set up in France. However, Transpac, which is 100% owned by France Télécom, is still in a particularly strong market position, due to its dense network coverage.

C. Internet service providers

Internet access providers manage their clients’ Internet subscriptions and make the link with the point of Internet data exchange.  There are several types of Internet service provider :

· national access providers which target business users: Transpac, Oléane, InternetWay, EUnet;

· national access providers which target residential users and small business users: Wanadoo (France Télécom), Infonie, AOL and Compuserve (Vivendi), Club-Internet (Grolier Interactive), etc;

· numerous local access providers, with only a few points of presence and commercial coverage limited to the area around these points of presence.

D. Relations between the different players

At present, in the majority of cases, Internet users already have a subcription to France Télécom’s local network, so they only need to choose an Internet access provider ;  the IAPs may choose to use the services of a data transmission operator, and the data transmission operators will negotiate access to the local telecommunications network.

The commercial role of ISPs is to offer a service to users at the price of a local call.  They therefore ask data transmission operators to cater for this by dimensioning their network accordingly. The data transmission operator has two non-exclusive options :

· to increase the number of points of presence on the territory, enabling the highest number of telephone service subscribers to be reached for the price of a local call. Transpac, Siris and ISDnet have opted for this solution.

· to negotiate an agreement with France Télécom enabling telephone service subscribers to be reached at the price of a local call.  This option has been chosen by Transpac, a subsidiary of France Télécom. Today, an ISP which wants to provide national coverage without deploying its own points of presence must approach Transpac which can propose a complete offer thanks to its agreement with France Télécom.

E. Service providers’ charges

Internet subscribers pay:

· the Internet service provider a subscription, which covers the cost of data transmission and Internet access services.  The monthly subscription was around FF80 exc VAT in 1998 for unlimited Internet access;

· France Télécom, the price of the telephone line and telephone calls, at the local rate, to the ISP.  The price of the local call and the various volume discounts for local calls are laid down in France Télécom’s standard price list: discounts may be valid for all calls (Forfait local, Primaliste), or specific for Internet users (Primaliste Internet).

Charging for Internet over cable networks is very different. Subscribers enjoy unlimited connection time;  they pay a subscription to the cable network, fees for leasing a modem and for installation of the card needed to connect the customers’ equipment to the network ; these are fixed charges, independent of consumption.

Chapter III. Services


The telecommunications services market has gradually been opened up to competition in France and in the rest of Europe. The result has been more choice for consumers, the range of which was rapidly extended by advances in technology and the liberalisation of infrastructure (1st July 1996) and voice telephony (1et January 1998).

I. Telephony

1. The telephone service


The telephone service has a precise legal meaning in France and in the European Union. The definition given in the French Telecoms Act of the public telephone service corresponds to the definition of voice telephony in Community legislation.


While a definition of the telephone service may seem to serve little purpose in practical terms, it is vital from a legal and economic viewpoint, as there are rights and obligations attached to providing it.

· First, in terms of obligations, a licence is required to provide the telephone service ; the associated terms are laid down, to a large extent, by the telecommunications code, which sets out a series of obligations including the duty to inform users and treat them equally. 

· In terms of rights, to connect to the network of an operator with significant market power, an operator licensed to provide the telephone service can bring into play the legal interconnection regime, which generally ensures that it gets a better deal financially than it would under the network access regime.


The precise definition of the public telephone service given in the posts and telecommunications code is the following :  “ Public telephone service means the commercial provision to the public of a service consisting in the conveyance of direct, real-time voice telephony between public switched telephone networks for mobile and fixed users”.

Directive 90/388/EC of 28 June 1990 on competition in the markets for telecommunications services defines voice telephony as “  the commercial provision for the public of the direct transport and switching of speech in real-time between public switched network termination points, enabling any user to use equipment connected to such a network termination point in order to communicate with another termination point. ” 

This definition was amended by the ONP “ voice telephony” directive of 26 February 1998 which defines voice telephony as “ a service available to the public for the commercial provision of direct transport of real-time speech via the public switched network or networks such that any user can use equipment connected to a network termination point at a fixed location to communicate with another user of equipment connected to another termination point. ” 

2. Long distance and international calls

Competition was at its most intense during 1998 for long distance and international calls.  In practical terms the market comprises two types of service, which are accessed and used in very different ways. On the one hand there is carrier selection (or pre-selection), and on the other hand, pre-paid and post-paid calling card services.

a. Long distance carrier selection 


Accessing the telephone service via carrier selection entails a caller using the services of a long distance operator other than his local loop operator to reach a called party. In order to do this, the subscriber has to dial, either a one-digit code at the beginning of the number, or a four-digit carrier selection prefix before the called number.

In the case of carrier selection, the service is associated to a subscriber line.  It requires a subscription, which means that the subscriber has to communicate the number of the telephone line from which the service should be available.  The telephone service using carrier selection is therefore generally only available from an individual subscriber’s fixed subscriber line.  It is not available in public telephone booths.

Carrier selection is easy for the user, as it is directly accessible by dialling the 16XY or E format prefix (or 0, in the case of pre-selection).  The subscriber is directly identified by the number of his line, and the operator provides the service without asking for furhter user identification.

b. Telephone calling card services


A telephone calling card enables the user to have a certain number (limited or not) of telephone units at his disposal.  By dialling a free access number and a confidential code specific to each card, a call can be made from any fixed telephone set without having the call charged to that telephone’s account. 

Card services are thus available from any telephone line, including public telephone booths.

Calling card services are accessed via a double dialling platform :  first users dial a code to access this platform (local geographic number, 0800-type freephone number, or 3BPQ-type short number) then, generally, they identify themselves by using a confidential code, before dialling the number of the person they wish to reach.

In addition, cards can easily be sold to users (via newsagents, under plastic wrapping, etc.), with instructions on how to use the service.  Some cards can also provide access to other services (payment, credit or telephone card, etc.). 


The distinction is also be made between pre-paid and post-paid calling cards:

· pre-paid calling cards have a limited call credit from an operator or retailer.  Users thus buy the card for a given amount (e.g. FF50 or FF100), which gives them a certain number of telephone units corresponding to a certain duration (generally based on the destination of the call).  The card is valid until the call credit runs out.

· post-paid cards enable users to open a telephone account with an operator or retailer.  The account will be debited, in relation to call duration and destination, each time the user makes a call.  Payment is made periodically, and the service provider bills the customer.  In principle the number of telephone units is unlimited.

c. Hybrid services


Services combining the use of a telephone calling card and a carrier selection prefix are now starting to appear. Omnicom proposes a pre-paid card, for instance, enabling a call to be made from a fixed telephone by dialling the digit 5.


The principle of the service is as follows :  the card holder dials the number of his correspondent from any fixed telephone set, apart from a public phone booth, with the carrier selection prefix.  The call is routed to the carrier’s platform, which asks the card holder for the card’s confidential code.  After keying in the code, the call is directly routed to the called party.  Combining the two mechanisms enables the numbering sequence to be shortened.

d. New services associated with the telephone service


Competition has also led to the development of new types of services, such as least cost routing.   This entails an operator offering several carriers’ telephone services.  For each call, it is the carrier that offers the most advantageous conditions that is selected.  

Along the same lines, Kertel proposes a set-top box called Kerbox, which, according to the number called, enables least cost routing without requiring the user to dial a particular numbering sequence. The device, which is directly connected to the user’s telephone socket, automatically chooses the least expensive between Kertel and the user’s local loop operator for each call.  

Players on the public telephone service market increasingly slot into the following categories:  the facilities-based operator which provides transmission capacity, the telephone service provider which performs switching, the switched minutes reseller which may offer additional services and manage customers, and the retailer.  The categories will become clearer cut with the arrival of Internet telephony.

3. Voice over IP and Internet telephony

The Internet, based on IP protocols, was designed for data transmission in the 1960s.  But Internet Protocols are now used on all kinds of networks and links, not only on the world-wide public Internet, which is accessible from any access provider in the world.

It is thus possible to offer a voice over IP service over the public Internet, over an intranet or extranet, over a virtual private network, over leased lines, or over an operator’s backbone, etc.

Thanks to technological progress, the Internet Protocols designed to enable data transmission over different types of network, can now be used to carry voice, in increasingly similar conditions to those that apply for traditional telephone calls. Some operators have already approached ART with plans to provide the public telephone service over IP-based networks.

Internet protocols and technologies are used for a number of purposes, independent of the type of underlying network infrastructure: 

· to set up a call between two computers;

· to set up a call between a computer and a telephone set, and between a telephone set and a computer;

· to set up a call between two telephone sets.


Each of these options supports a type of service which may or may not be offered to the public, and which may offer a total or partial substitution for other public telephone service offerings. Thus, IP telephony may provide a promising alternative solution to traditional telephony, by offering a service very similar to the switched public telephone service, but at a lower cost.


The development of such offers raises several questions: 


In technical terms, difficulties could arise with regard to:

· the different types of service offerings (architecture, equipment, standardisation);

· the quality of service associated with each of the above-mentioned architectures;

· the networks supporting these offerings;

· the capability of terminal equipment to integrate network functions;

· prospects in terms of standardisation, a pre-requisite for service interoperability.


 In legal terms, the salient question is which the regime to apply to Internet telephony service offerings.  The answer depends on the definition of the public telephone service.  At present, the provision of a telephone service over the Internet, and particularly the public Internet service, does not correspond to the definition of the public telephone service given in the posts and telecommunications, nor to “ voice telephony”, as defined by the ONP directive.  Telecommunications services can be provided freely in France, under the provisions of article L.34-2 of the posts and telecommunications code. Only the provision of the public telephone service requires an individual licence.


Also, there is a basic distinction drawn between the voice services provided over the public Internet and the IP telephony services proposed by operators:

· For public Internet telephony, defining the service in relation to the public telephone service is losing relevance. While technological advances and standardisation accentuate actual differences, the technical concepts underlying the legal defintions are evolving and may now have a less restrictive interpretation.  This question needs to be addressed at European level, to ensure that a concerted approach is adopted. 

· For IP telephone services proposed by operators, the legal definition does not pose any particular problem. ART assesses operators’ applications for licences to provide IP telephony, on a case-by-case basis, with regard to the definition of the public telephone service. It has processed several operators’ applications for licences to provide a telephone service over an IP network, on the basis of these considerations, e.g. Level 3 Communications sent ART its application to set up and operate an IP-based network, to provide a public telephone service.

In economic terms, the sustainability of Internet telephone service offerings will depend not only depend on the cost to the end user, based on the low price agreed by the operator, but also on overall service quality, meaning voice and associated service quality: billing, continuity, confidentiality, etc. 

The current legal debate is focusing on whether Internet telephone services could be classified as a public telephone service. The economic implications of this need to be considered, as it is expected that very soon some Internet telephone offers will meet the criteria used to define the public service.

As it becomes technically possible to carry high-quality voice over IP networks, a whole new range of strategic options will be open to operators, and there will be opportunities for new types of operator to join in the IP telephony value chain. 

But will IP telephony be capable of replacing the traditional telephone service ?  This is the leading question.  There are two factors that need to be taken into consideration:


First, services which convey voice telephony over the “ public Internet ”, as we know it today, are not directly or to any great extent, in competition with the telephone service.  Basically, by their very nature, as a spontaneous and non-organised structure, they are incapable of providing the same level of quality or sufficient guarantees of confidentiality.  However, they are cheaper and may attract certain types of users, despite their low quality and usage constraints.  But it seems unlikely that such offers will develop on a large scale, particularly if special equipment is required to use them (computer, set-top boxes). 


Second, by using IP technology on their own networks, operators already present on the market can offer value-added multimedia-type services bundled with the telephone service, at a lower cost than with traditional technologies.  Current trends illustrate that not only is this to be expected, but it will be a central part of network operators’ strategy in the future.  This will not necessarily mean lower phone charges across the board;  implementing IP technologies is costly, and operators have to carefully weigh up the “ technology/price/service ” equationso familiar to telecommuncations network operators.  


ART launched a call for comments on IP telephony on 28 January 1999, to begin finding answers to these questions.  A summary of the responses will be published during the month of July 1999.

4. Convergence of fixed/mobile services 


Today, fixed and mobile telecommunications services are generally offered separately, on different markets, with different technologies.  However, now that mobile services have reached the mass market, there is greater demand from consumers for easier-to-use systems and complementarity between fixed and mobile services. New offers are thus appearing on the market, to bridge the gap between mobile phone and traditional fixed telephone systems.  It is the beginning of true fixed/mobile convergence, which will perhaps be one of the major developments in the telecommunications sector over the next few years.

Given the current market environment and technological progress, we can predict three types of convergence:

· commercial convergence, which means bundled fixed/mobile service offerings, often with special offers, discounts prices, and single bill options ;

· services convergence, which is manifest in “ seamless ” fixed and mobile network services, e.g. services using  a single number or a single voice mail, and services offering personal mobility and network roaming ;

· network and technology convergence, which will eventually mean the use of a single terminal connecting fixed and mobile network services and supporting new services.  It will also enable the association and integration of fixed and mobile network infrastructure (switches, intelligent networks, access networks), and computer networks integrating telecommunications and mobile functions.  UMTS is a prime example.

Convergence is occuring in an environment where there is increasing demand for mobility and high take-up of multimedia and IP-based data transmission services. So convergence will also mean integrating Internet services and mobile communications.  New technology has now made this possible. 

II. Special services


Special services can be defined as services with added value in comparison with the traditional telephone service.  This could be in terms of pricing or in terms of enhanced service (information, audiotex). These services are identified by specific numbers, and include calling card services, freephone numbers and information services.

The distinction is generally made between special services which are free of charge (Freephone numbers) and special services which are charged.  In the latter category, there are shared cost services (e.g. France Télécom’s “ Azur ” number services :  the cost of the call is shared between the caller and the called party), and shared revenue services (e.g.audiotex: the price paid by the caller is shared between the called party and the operator).


To enable the provision of these special services by new operators, France Télécom has to propose access to them in its standard interconnection offer.  ART has specified which special services should be listed in the 1999 standard interconnection offer of operators with significant market power, in its decision on ancillary and advanced services and funtions. (cf. figure n° 6)

III. Pricing deals


Traditionally, telephone service charges were calculated on the basis of the distance, and the duration of the call.  These two aspects took into account the various network resources used, for a given duration and over a given distance. On the traditional switched telephone network, the circuit was reserved for the call throughout its duration, and could not be used for other calls.


With technical advances and the arrival of competition, this situation has changed somewhat.  The duration of the call is still the main criterium used for pricing, but it is calculated in various ways.  And distance is becoming a less determining factor, as long distance and international call charges are lowered, and new network technologies are implemented.  Increased use of mobile phones, with location-independent telecoms access is also reducing the relevance of distance pricing. 

Operators’ call charging is also moving towards consumer-profiling.  This is the case for flat-rate charging, which has been offered for several years by mobile operators, and is now also an integral part of fixed operators’ marketing and sales strategy. 


The proliferation of special offers, discounts and pricing deals is an important part of operators’ service diversification. But for consumers it means the market is more complex and it is more difficult to compare services. 

A. Principles of time-based charging


In all pricing formula, call duration is the main criterium used to determine the price charged.   Duration is recorded differently, depending on the service and operator.  The main difference is in the way it is measured.  Two criteria determine the charging principles used by operators:

· whether the call is charged from the moment it is set up (time credit) ;

· the time intervals used for charging during the call.


Most fixed and mobile operators use the time credit system.  It determines when the call is set up, and charges a flat rate for an initial time interval, regardless of the actual duration of the call.  Thus, for fixed to mobile calls, the calling party will be charged FF3 inc VAT for the first minute of the call, even if the call only lasts 30 seconds.  The time credit may be used for all kinds of subscription,  including both traditional subscriptions and flat-rate packages.


Beyond the time credit, duration is measured during the call in regular intervals, which generally vary from per-second to per-minute, depending on the operator.  Some operators charge per second, others per minute and others by intervals of several seconds.


Some operators measure in regular intervals from call set-up, rather than using the time credit system, e.g. most calling card service providers.  But there again, the time interval chosen for measuring duration differs considerably between operators. 

The intervals of time chosen by operators to measure call duration does not always correspond to the time intervals used to inform customers of prices. Operators generally give users a price per minute, in order to facilitate comparisons, but the call is not necessarily measured and charged in minutes;  it may well be charged per second.  Also while the prices published for flat-rate packages quote an overall price for a given number of hours, they do not effect the way call duration is measured. 

B. Flat-rate packages


It was on the mobile market that special pricing packages first appeared, offering subscribers substantial discounts on calls, and contributing to the remarkable development of this market.


The flat-rate package works as follows:  the customer pays a fee up-front for a given call duration (from one to three hours) at specific times of day (e.g. off-peak), generally for a month-long period.  The customer thus knows in advance that he can phone for X hours per month for a given price. He can generally verify how much time he has left by dialling a special number provided by the operator.  The flat-rate package may cover the subscription, making it a subscription and call package, as is the case for mobile operators’ offers.  Or it may be a call package separate from the subscription, as is the case of France Télécom’s local call offer.

Flat-rate packages adapt per-minute pricing to users’ consumption.  In principle they enable users to predict their phone bill more precisely and to choose the package best adapted to their needs in terms of  time-of-day use and overall consumption.  


Fixed operators are now offering similar deals for long distance calls. This type of pricing will most probably be used increasingly across the market in the near future. 

IV. Corporate customers


The high-revenue business market is the prime target of telecommunications operators. Corporate customers have thus benefitted greatly from competition, which has put downward pressure on prices, and has stimulated operators to use advanced technology to bring new services to the market. 

A. Leased lines

There is nothing new about leased (or dedicated) lines.  But they are still essential for businesses, operators and high-volume users.  Because they are so vital, leased lines are one of the mandatory services
 provided as part of the public telecommunications service, and therefore they must be provided nationwide, as is the case for access to the integrated services digital network (ISDN), data packet switching, advanced voice telephone services and the telex service.

Leased lines is a technical option, which has been given a legal definition for commercial purposes.

In technical terms, a leased line is a permanent link comprising one or several parts of the public network and reserved exclusively for a user.  Using leased lines differs from using switched links as the former is permanent and the second temporary.  Thus, for instance, when a subscriber makes a call using the switched telephone network, a temporary link is reserved for the call by the different switches used.
 When a leased line is set up, it is a permanent link using several transmission components reserved for the user, without switching.  It is basically transmssion capacity.

The posts and telecommunications code defines a leased line as “ the provision [...] under lease contract of transmission capacity between given termination points of the public network, for a user, without switching”
.  This highlights the commercial aspect of leased lines, whereby a contract is signed between the telecommunications service provider and  the customer.

The leased lines service is used by businesses, especially for their internal networks, and also by telecommunications service providers which do not own their own facilities or wish to extend their transmission capacity.


This service was opened up to competition by the Telecommunications Act of 29 December 1990. However, as France Télécom still has a quasi-monopoly of leased lines in France, leased line tariffs have to be approved.
 France Télécom’s digital leased lines service is called Transfix.

B. Data transmission and IP technologies:  Internet, intranet, extranet


While data transmission is not a new service in itself, the development of IP technology has enabled widespread access by facilitating usage and bringing down costs.  This has coincided with the arrival of new operators on the market.


IP-based services are now a key component of operators’ business offering, enabling them to provide enhanced data transmission for both internal and external corporate communications.


Operators are now focusing on providing IP applications, and offering Internet access and intranet/extranet services.  An intranet is a network reserved for a business’s internal communications, which uses a browser similar to the ones used on web sites. An extranet supports the same user-friendly applications, but also enables businesses to exchange data with their main contacts (subsidiaries, customers, suppliers, etc.)


All these applications use IP protocols for data transmission and hypertext markup language (HTML
) to enable browsing between pages of data.


Operators are increasingly building out IP components into their networks, and rolling out corporate local loops to supply businesses with high-speed Internet access and extranets.

C. Virtual private networks (VPNs)


Operators are also working rapidly to develop virtual private networks (VPNs), which provide customers with numerous advantages in terms of lower costs and ease-of-use.

A virtual private network is a facility provided over one or several public networks for a closed user group (a group with a common interest which is sufficiently stable to be identified and which existed prior to the provision of the telecommunications service). This type of network responds to a need for both internal communication (within the user group), and external communication (to public network users). For businesses whose sites are spread over a wide area, the virtual private network can function like a private network, with its own private numbering plan.  In this case it is an attractive alternative, as it saves the business from investing in a costly private automatic branch exchange (PABX). 

VPN services will play a substantial role in fulfilling businesses’ growing communications needs, and in particular those requiring nationwide coverage.
PART TWO: ART’s activities in 1998

Introduction : opinions and decisions issued by ART in 1998


In 1998, ART issued 1047 opinions and decisions, compared with 458 opinions and decisions in 1997. They can be classified in several categories depending on their legal scope and scope of application.

Opinions:

ART issued 96 opinions including:


- 10 opinions on draft legislation


- 80 opinions on France Télécom’s tariff decisions


- 4 opinions for the competition authority


- 2 opinions on technical rules.

Decisions under shared jurisdiction:

ART issued 72 decisions on matters for which jurisdiction was shared with the telecommunications minister.  They can be ranked in two categories, in order of legal force: 


- 59 decisions on applications for to set up a public telecommunications network to provide a telephone service  

· 3 decisions proposing the evaluated cost of the universal service

- 10 decisions subject to ministerial approval

Decisions for which ART has full jurisdiction:

ART issued 879 decisions on matters for which it has full jurisdiction:

( 28 general decisions, ranked according to their scope:


- 8 decisions on numbering


- 8 decisions on frequency resources


- 2 decisions on the organisation and operation of ART


- 4 decisions on terminal equipment 


- 6 decisions on technical regulations.

( 851 individual decisions, ranked according to their scope:


-  6 decisions on interconnection 


- 121 decisions on private network licences 


- 23 decisions on dispute settlement 


- 113 decisions on numbering resources


- 370 decisions on frequency resources


- 63 decisions on carrier selection 


- 8 decisions designating test laboratories 


- 5 decisions approving quality assurance systems


- 100 decisions on conformity certificates 


- 37 decisions approving installers 


- 5 decisions imposing penalties.

Number of decisions adopted by ART in 1997 and 1998


1997
1998
World Cup Frequencies



January
5
50




February
18
86




March
35
70




April
48
93




May
25
66




June
42
149
Including  86

July
58
154
Including  69

August
23
18




Sept.
50
129




October
61
76




November
45
73




December
48
83




TOTAL
458
1047







Chapter I : Licences


Some telecommunications activities require a licence, e.g. setting up and operating a public network and providing a public telephone service, providing public telecommunications services using radio relays, and rolling out and operating a private network.


This chapter describes ART’s role in processing applications and issuing licences for these different types of networks and services, to public network operators offering the public fixed telephone service, to mobile operators including for third generation mobile services (UMTS), to radio paging operators, and for wireless local loop pilot trials and private networks. 

I. Public networks and public telephone services


ART processes applications for public network operating licences and for licences to provide the public telephone service, under mandate from the telecommunications minister.  During 1998, ART processed all the applications received as quickly as possible, and ensured that the licences contained the mandatory conditions stipulated in telecommunications law.

A. The distinction between L. 33-1 and L. 34-1 licences

The posts and telecommunications code draws the distinction between:

· public network operators (article L. 33-1) ;

· public telephone service providers (article L. 34-1).


Public network operators are licensed under article L.33-1 of the posts and telecommunications code to set up and operate their own transmission facilities.  This may mean:

· operating wireline links that the operator has rolled itself, or leasing them out to a dark fibre provider (the operator leases the dark fibre and structures it with transmission equipment) ;

· operating satellite and terrestrial radio relay links using frequencies assigned by ART. 

Figure n°2 : direct access to Intelsat space capacity


Until July 1996, when the French authorities made arrangements for direct access to space capacity, operators that required Intelsat space capacity had to lease it from France Telecom - the designated French Signatory of the Intelsat agreement.


This system was suitable apt when the Intelsat organisation was created, but it needed adapting to fulfill the requirements of a competitive environment.


During July 1996 the French authorities worked with the Signatory, France Télécom, to set up a system of direct access, by authorising all entities capable of providing commercial, technical and operational access, to invest in Intelsat.

Several telecommunications operators (eight by 15 January 1999) have already acquired space capacity directly from Intelsat without applying via the Signatory, France Télécom. These operators have had to buy a stake in Intelsat’s capacity, calculated in proportion to the size of the Intelsat space segment used. 


An operator has to take a number of steps in order to gain access to Intelsat space capacity:

• first, the operator must be licensed to set up and operate a public telecommunications network to provide satellite services (licence L. 33-1). The licence application should state the intended purpose to the space capacity requested.  The licence issued will contain special provisions for satellite network operators, such as:

“The operator that gains direct access to Intelsat space capacity must comply with the technical specifications and operating conditions laid down in the service agreement and in the individual lease contract.  Intelsat may request directly, or through ART, that the licensed operator take measures to remedy a situation if it causes interference or any other harm to Intelsat space capacity.  This may even mean closing its station”.

• The French Party represented by the foreign affairs ministry, then notifies Intelsat, if France Télécom has authorised an operator to directly access space capacity.

• Intelsat evaluates the financial capacity of the operator which has to invest in Intelsat capital.

• The operator requiring space capacity then signs an agreement with Intelstat, which sets out its rights and obligations.

The networks of operators licensed under article L. 33-1 are to be used to provide public telecommunications services.  If the telecommunications service providers are not also network operators (L. 33-1), they may need to use lines leased from other licensed network operators (L. 33-1)in order to provide services.


The posts and telecommunications code distinguishes the public telephone service licensed under article L. 34-1 from other telecommunications services.


If an operator wishes to set up its own transmission infrastructure, and provide the public telephone service over this network, the operator will be granted a single licence under the combined provisions of articles L. 33-1 and L. 34-1. Consequently ART processes three types of telecommunications network and services licences, on behalf of the telecommunications minister.  Licences to:

· provide public telephone services, without setting up or operating a public network: L. 34-1 licence;

· set up and operate a public network without providing a public telephone service: L. 33-1 licence;

· set up and operate a public network to provide a public telephone service: L. 33-1 and L. 34-1 licence.

B. Licensing arrangements and timescale

Pursuant to the licensing directive 97/13/EC
, the procedures for processing applications for L. 33-1 and L. 34-1 licences were laid down by ministerial decree on 13 January 1999.


Applications for L. 33-1 and L. 34-1 licences under are sent to ART.  The list of documents required with the application for a L. 33-1 and/or L. 34-1 licence is given in annex.


ART has to processes complete application files within the timescale laid down by the decree of 13 January 1999.  The timescale depends on the type of licence requested (L. 34-1, L. 33-1 or L. 33-1 and L. 34-1) :

· application for a licence to provide a public telephone service (L. 34-1 licence) : four weeks from receipt of the complete application file;

· application for a licence to set up and operate a public network (L. 33-1) : three months from receipt of the complete application file;

· application to set up and operate a public network and provide the public telephone service (licence L. 33-1 and L. 34-1): three months from receipt of the complete application file.


After assessing the application, ART sends the telecommunications minister its reasoned decision, comprising a report on the assessment, and a draft licence order with the licence terms and conditions attached if the application is successful, or a draft reasoned letter, explaining why the application was refused in the case of refusal. 


Upon receipt of the dossier, the minister has two weeks to issue his decision on L. 34-1 licences, and one month for L. 33-1 or L. 33-1 and L. 34-1 licences.


Licences can only be refused on the grounds of safeguarding public order, for public defence reasons, due to frequency scarcity, if the applicant does not have the technical and financial capability to fulfill the obligations arising out of the licensing terms, or if the applicant has previously committed an offence which is sanctioned under the applicable legal framework.


The table below shows the average timescale used by ART for processing licences.  The licensing period begins upon reception of a complete application file.  The timescales shown do not take into account the time the operators themselves require to prepare their application files, which in practice may be very long (up to several months).


The timescales concern the applications filed during 1997, and the applications filed during 1998. Mobile licences are not included.

Average licensing timescale in 1997 and 1998
1997

1998


E prefix applicants
108 days



L.33-1 or L.33-1/L.34-1 (excluding E applicants)
97 days
L.33-1 or L.33-1/L.34-1
65 days

L.34-1
4.9 weeks
L.34-1
5.2 weeks

Average licensing timescale for applications for licences under articles L.33-1 and L.34-1 of the posts and telecommunications code
Type of licence application 
Timescale for assessment by ART laid down by decree 
1st quarter 98
2nd quarter 98

L.33-1/L.34-1 or L.33-1
3 months
73 days (2.4 months)
60 days (2 months)

L.34-1
4 weeks
69 days (9.8 weeks)
29 days (4.1 weeks)


These statistics show that in 1998 ART met the deadline (i.e. the time between the date of receipt by ART of the complete file and the date of reception by the telecommunications minister of ART’s decision and annexes) laid down by the decree of 13 January 1999 for processing licence applications. These figures also show considerable differences in the time needed for different applications.


It also shows that the licensing timescales have changed, for instance:

· for L.33-1 applications, ART took less time in 1998 than in 1997 to process applications, and generally met the three-month deadline laid down by the decree.

· for L.34-1 applications, ART took slightly more time in 1998 than in 1997 to process applications.  But, the percentage of applications processed in less than four weeks increased (40% in 1997, 46% in 1998).


It was difficult for ART to meet the four-week deadline for L. 34-1 licences for two reasons:

· The licensing procedure is identical to the procedure required for L. 33-1 licences, for which ART has three months.

· The number of licence applications is still relatively high (at the beginning of April 1999, 15 applications for L. 33-1, L. 34-1 or L. 33-1 and L. 34-1 were being processed by ART, or 21 if applications for wireless local loop trial licences and mobile operator licences are included).

C. Content of the terms and conditions attached to licences


The terms and conditions attached to licences contain operators’ ensuing obligations. The Telecoms Act lists the clauses containing these obligations. The distinction is drawn between “ standard clauses ” laid down by the State Council decree of 27 December, and other clauses. Standard clauses are identical in all licence terms and conditions.  They impose obligations regarding:

· confidentiality and neutrality with regard to the messages conveyed (clause c);

· public defence and security provisions(clause f) ;

· operators’ contribution to telecommunications research and development and training (clause g) ;

· provision of data needed to set up and manage the universal directory (clause k);

· conditions needed to ensure the symmetrical treatment of international operators (clause n) ;

· informational obligations imposed on operators, enabling ART to enforce its licence terms and conditions (clause p).


The decree also mentions “ conformity clauses ”, which lay down a number of requirements concerning:

· use of assigned frequencies and the associated fees (clause h) ;

· conditions to ensure fair competition (clause m) ;

· equality of treatment and users’ information (clause r).


Some clauses do not fit into either of these categories, as they are drafted by ART for specific applications, to cover criteria such as the network coverage area or the timescale of network deployment (clause a). Nevertheless, ART tries to draft identical clauses for most licences, and particularly the clauses concerning: 

· continuity, availability and quality of service (clause b), 

· standards and specifications (clause d), 

· requirements concerning protection of the environment and regional planning and development, and where appropriate, occupation of the public domain (clause e), 

· assigning numbers and number blocks (clause i), 

· universal service and mandatory service obligations (clause j), 

· interconnection rights and obligations (clause l), 

· conditions necessary to ensure the interoperability of services (clause o), 

· fees due pursuant to the provisions of the Finance Act (clause q).

D. Fees

All operators that are issued licences are charged a fee. Part of the fee is a one-off charge due upon issue of the licence ; the other part is an annual fee which is due throughout the duration of the licence.  The table below shows the fees set by the Finance Act for 1998.

Fees payable by operators licensed under articles  

           L.33-1 and L.34-1 of the posts and telecommunications code
Fee
Article governing licence category
Network coverage area  > 5 regions
Network coverage area 

 ( 5 regions
Network coverage area 

 ( 1 regions
Network coverage area 

( 1 department
Network coverage area

 ( 1 town over  

100 000  inhabitants


L.33-1
1 750 000 French francs
500 000 French francs
250 000 French francs
100 000 French francs
50 000 French francs


L.33-1 Satellite
250 000 French francs


L.33-1 + call for tender
The fee is double the amount shown above 

Registration fee 


L.34-1
750 000 French francs
300 000 French francs
150 000 French francs
100 000 French francs
50 000 French francs


L.34-1 per Satellite
250 000 French francs

(one-off non-reimbursable due upon issue of the licence)
L.33-1 + L.34-1
Operators licensed under articles L.33-1 and L.34-1 are charged all the above-mentioned fees under L.33-1 and L.34-1


Extension 

L.33-1 ou L.34-1
Amount due for the coverage area less amount due for the doverage area before modification 


L.33-1
3 500 000 French francs
1 000 000 French francs
500 000 French francs
200 000 French francs
100 000 French francs

Fee for licence management and surveillance
L.34-1
1 500 000 French francs
600 000 French francs
300 000 French francs
200 000 French francs
100 000 French francs

(due once a year)
L.33-1 Satellite
500 000 French francs

(due on 1st December for the duration of the licence)
L.34-1 per Satellite
500 000 French francs


L.33-1 + L.34-1
Operators licensed under articles L.33-1 and L.34-1 are charged all the above-mentioned fees under articles L.33-1 and L.34-1

Operators have often criticised the level of fees for L. 33-1 and L. 34-1 licences.  

ART is currently reviewing the structure of licence fees (e.g. amount due for pilot licences and for satellite network operating licences, geographic zones of L. 34-1) and their purpose (fees for services rendered).

E. Licences in preparation or issued between the beginning of 1998 and the beginning of 1999


One year after opening up the French telecommunications market to competition, a number of licences have been granted. By 31st December 1998, there were 54 licensed operators.

· 6 operators had received licences to set up and operate a public network without providing a public telephone service (L. 33-1 licence);

· 33 operators had received licences to set up and operate a public network to provide the public telephone service (L. 33-1 and L. 34-1 licences) ;

· 15 operators had received licences to provide the public telephone service (L. 34-1 licence) ;

NUMBER OF OPERATORS HAVING RECEIVED A LICENCE

 OR HAVING FILED A LICENCE APPLICATION

31/12/1998

licence (except mobile)
Companies licensed or in the process of being licensed

L.33-1
Companies licensed or in the process of being licensed 

L.33-1 and L.34-1
Companies licensed or in the process of being licensed

L.34-1
Companies being licensed or in the process of being licensed 

published in French official journal or signed (1)
6
33
15
54

Sent to the minister (2)
2
1
1
4

Being prepared Total (3)
1
4
4
9

Total 1 + 2 + 3
9
38
20
67

Operators licensed at 31 December 1998

Opérators licensed under article L.33-1 of the p&t code
Company name
Date of signature by the telecommunications minister
Publication in the French official journal

Eurotunnel Développement
21/11/96 (ALT 1)

29/4/98
23/11/96 (ALT 1)

12/5/98

BT France
6/10/97 (ALT 5)
24/10/97 (ALT 5)

Hermes Europe Railtel
22/10/97 (ALT 7)

25/08/98
19/11/97 (ALT 7)

25/09/98

Telcité
16/4/98 (ALT 6)
10/5/98 (ALT 6)

NETs SA
06/10/1998
27/10/98

MCNSAT Service
16/12/1998
09/01/99

Opérators licensed under articles L.33-1/L.34-1 of the posts and telecommunications  code
Company name
Date of signature by the telecommunications minister 
Publication in the French official journal

ADP
31/07/96 (LEX 1)
01/08/96 (LEX 1)

Colt Telecommunications
12/12/96 (ALT 3)

12/3/98
17/12/96 (ALT 3)

19/3/98

MFS-Worldcom
12/12/96 (ALT 4)

16/04/1998
17/12/96 (ALT 4)

10/5/98

Téléport de Marseille-Provence
27/12/96 (LEX 2)
07/01/97 (LEX 2)

KAPT
31/12/96 (LEX 5)

20/10/98 (L.34-1)

20/10/98 (modif. LEX 5)
16/01/97 (LEX 5)

11/11/98 (L.34-1)

11/11/98 (modif. LEX 5)

SEM Protel
26/05/97
01/06/97

Omnicom
18/12/97
30/12/97

9 Telecom Réseau
18/12/97

30/12/97
29/6/98

10/7/98

Télécom Développement
18/12/97
30/12/97

Siris
18/12/97
30/12/97

Cégétel Entreprises
11/3/98
19/3/98

Esprit Telecom
12/3/98

7/7/98
19/3/98

25/7/98

France Telecom
12/3/98
19/3/98

Tele2 France
16/4/98
10/5/98

Kertel (Rhodium)
16/4/98

29/6/98
10/5/98

9/7/98

Belgacom France
29/4/98

20/10/98
29/5/98

28/10/98

Infotel
29/4/98
29/5/98

RSL COM
12/5/98
30/5/98

Viatel
5/6/98
2/7/98

A Telecom
17/6/98
17/7/98

Mediaréseaux
17/6/98
4/7/98

Geolink
29/06/98
19/07/98

Teleglobe SAS
30/06/98
2/8/98

Uniglobe
08/07/1998
25/7/98

Cable & Wireless France
26/8/98
25/9/98

Telecontinent
16/9/98
6/10/98

Suez Lyonnaise Telecom
2/10/98
23/10/98

Estel
07/11/98
25/11/98

FCI Carrier Services
17/11/98
11/12/98

Unisource Carrier Services
17/11/98
13/12/98

Completel
17/11/98
13/12/98

Level 3 Communications
23/12/98
20/01/99

Phone System & Netxork
17/06/98
12/07/98

The licences granted for trials in the wireless local loop are not included.

Opérators licensed under article L.34-1 of the posts and telecommunications code
Company name
Date of signature by the telecommunications minister
Publication in the French* official journal

Primus France
29/04/98
29/05/98

Prodosie
26/05/98
26/01/98

Western Telecom
17/06/98
09/07/98

First Telecom
17/06/98
09/07/98

AXS Telecom
17/06/98
09/07/98

LDI
17/06/98
09/07/98

WorldXChange
17/06/98
07/07/98

Teleglobe SAS
30/06/98
02/08/98

Golden Line Technology
07/07/98
31/07/98

Econophone
28/07/98
14/08/98

Interoute Communications
28/07/98
14/08/98

Graphtel
16/09/98
07/10/98

KDD France
23/09/98
22/10/98

Mobicom
19/10/98
17/11/98

One.Tel
17/11/98
13/12/98

F. Typology of operators based on the origin of their capital and financing


Several different types of operators can be identified from the licence applications processed by ART:

· Subsidiaries of foreign incumbents :  such as 9 Telecom, subsidiary of Telecom Italia, Siris, subsidiary of Unisource, Belgacom France, subsidiary of the Belgian incumbent, KDD France, subsidiary of the Japanese incumbent, KDD, ...

· Subsidaries of anglo-american groups: these groups generally have experience of the liberalised markets in the United States and in the United Kingdom where they started out. Examples include : Colt, Worldcom-MFS, Esprit Telecom, RSL Com, ...

· Operators with French capital, start-up companies or subsidiaries of French groups that are diversifying their portfolio: eg. Omnicom, A Telecom, Kertel, Western Telecom, Prosodie, Phone Systems & Networks, KAPT, ...


Licensed operators can be categorised as follows:


L.33-1/L.34-1
L.34-1
L.33-1

Subsidiaries of incumbents
Siris

9 Télécom Réseau

Tele2 France

Belgacom France

Estel

Unisource Carrier Services

Teleglobe France
KDD


BT France

Companies with French capital


Telecom 

Suez Lyonnaise Telecom

ADP

Cégétel Entreprises

Omnicom

A Telecom

Geolink

Kertel

SEM Protel

Infotel

Kapt
Prosodie

Western Telecom

Mobicom


Telcité

Eurotunnel Telecom

Nets

MCNSat Services

Companies with foreign capital
Colt Telecommunications

MFS Communications

Médiaréseaux

Completel

Esprit Telecom

Viatel

RSLCom

Level 3 Communications

Uniglobe

Telecontinent

Cable & Wireless

FCI Carrier Services
AXS Telecom

First Telecom

Primus France

LCR Telecom

LDI

WorldXChange

Econophone

Interoute Communications

Graphtel

One.Tel

Phone Systems & Network
Hermes Europe Railtel


The way they are financed varies depending on the operators’ profile:

· Foreign incumbents:  backing from the parent company;

· Anglo-american firms: advances from the parent company which uses the anglo-american stock markets to raise capital;

· French operators : are increasingly floating their capital, e.g . Omnicom, Western Telecom, Prosodie, ...

Overview of the business plans of licensed operators or operators in the process of being licensed  

Operators forecasts 
Forecast Investment over 5 years  (in millions of French francs)
Turnover after 5 years   (in millions of French francs)
Jobs created over 5 years

TOTAL L.33-1/L.34-1 with E
16 217                  average: 2702
19 590                 

average: 3265
4 559                  

average: 760

TOTAL L.33-1/L.34-1 without E
13 761

average: 598
16 353                

average: 711
4 277                  

average: 186

TOTAL L.34-1
1 443

average: 80
12 803                 

average: 711
531                     

average: 30

TOTAL
31 421
48 746
9 367

January 1999


L. 34-1 operators are noticeably different from the others, with ambitious business plans and high return on investment :  on average a L. 34-1 operator plans to have a turnover equivalent to that of a L. 33-1 and L.34-1 operator, even though the latter invests 7 to 8 times more.

II. Mobile communications


The licences of the main mobile operators were issued before the Telecommunications Act of 26 July 1996 was adopted. The table below gives the list of licences granted to mobile operators, including mobile satellite services. The dates when licences were modified is also given.

The main events in the field of mobile communications in 1998 were operators’ new frequency assignments and the publication by ART of a survey on the quality of service of mobile networks.

Mobile licences

Company name
Licence name
Date of signature by the telecommunications minister (initial licence or modification)
Publication in the French official journal

(TDF)

(TDF-RS)

(TSM)

(TDF-RS)

France Télécom Mobiles

Radiomessagerie
Operator

Operator

Alphapage 

Operator

Alphapage + Eurosignal
03/07/87

13/11/87

13/11/87

13/05/95

28/03/94

26/04/95
05/07/87

14/11/87

14/11/87

06/05/95

12/04/94

11/05/95

SFR
NMT
22/2/88
21/4/88

France Caraïbe Mobiles
AMPS
12/3/91
27/3/91

France Télécom
GSM F1
25/3/91

17/11/98
26/3/91

18/12/98

SFR
GSM F2
25/3/91

17/11/98
26/3/91

18/12/98

SAINT MARTIN MOBILES
SMM
4/7/91
26/7/91

France Télécom 
Satellite

Aircom
21/02/92
18/03/92

France Télécom Mobiles

Radiomessagerie
Ermes E1
26/11/93
17/12/93

Sté Française de Transmission de Données par Radio TDR
Ermes E2
26/11/93
17/12/93

Infomobile
Ermes E3
26/11/93

28/9/98
17/12/93

18/10/98

(CGE)

(CGRP)

SFR
DECT

DECT

DECT
29/03/94

20/02/96

23/09/97
12/04/94

28/02/96

03/10/97

Bouygues Télécom
DCS F3
8/12/94

17/11/98
4/1/95

18/12/98

France Telecom Mobiles

1800
DCS R1
8/12/94
4/1/95

SFR
DCS R2
8/12/94
4/1/95

Sté Réunionnaise de Radiotéléphone
GSM DOM 1
23/2/95
30/3/95

France Câbles et Radio
TFTS
23/02/95
21/03/95

France Télécom
R2000
12/02/96
19/3/96

France Caraïbe Mobiles
GSM DOM 2
14/6/96

22/9/98
16/7/96

20/10/98

France Télécom
Radio-maritime
12/09/96
29/09/96

Saint-Martin Téléphone
DECT
19/10/98
17/11/98

Iridium (S-PCS)

28/10/98
10/11/98

TESAM (S-PCS)

17/11./98
11/12/98

The name in brackets is the name of the licence holder described previously.

A. New GSM 900 / 1800 frequency assignments


ART worked with the three mobile telephone operators throughout 1998, to determine how the additional frequencies would be assigned, which operators needed due to market growth.


On April 22nd, ART published a call for comments on the arangements for licensing the three operators to become GSM 900 / 1800 dual-band operators.


After the consultation period, during which participants expressed general support for ART’s proposed scheme, ART sent its proposal to modify the three mobile operators’ licences to the telecommunications minister.


The telecommunications minister signed the orders to modify the three licences on 17 November 1998. These orders recognised each operator’s right to set up a GSM 900 and 1800 network, and laid down:

· coverage obligations, which were extended to 90% of the population;

· quality of service obligations, which were uniformised;

· standard and conformity clauses for the new regulatory framework.  These licences have now been brought into conformity.
After these modifications, ART assigned the frequencies mentioned in the call for comments on 24 November 1998.


For the GSM 900 band, four types of area were defined on the French territory (very dense, dense, averagely dense and scarcely populated) within which frequencies were allocated as follows:

MHz duplex
01/01/1999
01/01/2001

areas
FTM
SFR
BYT
FTM
SFR
BYT

scarcely populated
10
10
4,8
10
10
4.8

averagely dense
11
11
2,8
10
10
4.8

dense
12.4
12.4
0
10
10
4.8

very dense
12.4
12.4
0
12.4
12.4
0


For GSM 1800 frequencies, France Télécom Mobiles and SFR will be able to use:

· 5 MHz duplex in Paris between 1st January 1999 and 31 March 1999;

· 10.8 MHz duplex in Paris from 1st April 1999;

· 10 MHz duplex in Nice between 1st October 1999 and 31 March 2000;

· 10.8 MHz duplex in Nice from 1st April 2000;

· 7.4 MHz duplex in Toulouse, Lyon and Marseille from 1st July 2000;

· 10.8 MHz duplex in Strasbourg and Lille from 1st July 2000.


In addition to these15 MHz duplex nationwide, Bouygues Télécom was allocated:

· 8.2 MHz duplex in Paris from 1st April 1999;

· 8.2 MHz duplex in Nice from 1st April 2000;

· 8.2 MHz duplex in Lille and Strasbourg from 1st July 2000;

· 4.8 MHz duplex in Lyon, Marseille and Toulouse from 1st July 2000.


The three operators thus have the same quantity of frequencies in the seven major French cities.

B. Survey on the quality of service of mobile telephone networks

For the second year running, ART has piloted a survey to assess the quality of service of mobile telephone networks in France.  The survey was carried out by Cabinet Directique and funded jointly by ART and the mobile operators.  The total cost was FF1.2 million, FF167 000  of which were provided by ART and FF345 000 by each operator.  The results were made publicly available in November 1998, at the Sircom trade fair. 

The survey had two objectives:

· first, to ensure the implementation of certain licence conditions;  the licences of GSM 900 and GSM 1800 operators specify that quality of service must be evaluated each year and that the operators have to contribute financially to the evaluation.  The three mobile operators have also been subject to quality of service obligations, since the modification of their licence, on 17 November 1998.

· second, to enable the regulator to collect market information.  Another aim of this survey is to measure how customers’ perceive the quality of service of mobile telephone networks, on an everyday basis. 

However, it does not evaluate network roll-out in relation to coverage commitments. 

1. Scope and method of the survey

a. Scope

ART involved consumer associations, resellers and operators in defining the scope of the survey as early as May 1998.  The method was then laid down with the three operators that took part in the survey. 

It was thus decided that it would cover four major urban areas and major routes:

· largest cities;

· cities of 50 000 to 400 000 inhabitants ;

· cities of 20 000 to 50 000 inhabitants ;

· finally, the major highways: motorways and main roads.

Measurements were taken of different types of widespread mobile telephone use: 

·  by pedestrians, inside and outside buildings;

· inside a car, with or without an external antenna.

The spread of calls between mobile and fixed telephones was as follows :  2/3 calls from “ mobile to fixed ” and 1/3 calls from “ fixed to mobile ”. Finally, the terminal used was a popular model, enabling the same measurements to be taken on all networks. 

b. Indicators

· Testing the mobile telephone service 


In order to take into account the wishes of the majority of market parties, to facilitate the comparison of network performance and to give operators incentives to improve network performance, the indicators chosen were stricter in 1998 than those used the previous year. 

The new indicators were: 

· first, the percentage of calls successfully completed on the first attempt (and not the first or second attempt as for the previous year) ; 

· second, the voice quality of calls measured in terms of calls with perfect quality (comparable to fixed network) and calls with acceptable quality
Indicator
Definition

percentage of calls successfully completed on the first attempt 
For the purposes of the survey, a call is successful if it is set up on the first attempt and maintained for two minutes continuously. Calls that require more that one attempt or are cut off are not included.

percentage of calls with perfect voice quality 
A call is perfect if the users perceive the voice quality to be perfect (comparable to the quality of fixed network calls).

percentage of calls with acceptable voice quality
A call is acceptable if the voice quality perceived by the users is slightly lower than perfect but does not disrupt conversation.

percentage of calls with passable voice quality  
This is the sum of the above two indicators.  A call is passable if the voice quality perceived by the two users is either perfect or acceptable.

· Testing voice mail services 
   The survey measured the performance of voice mail services for the first time.  The test considered that the system was successful if all the different stages succeeded, from the caller leaving the message to its consultation by the called party. 

2. Analysis period
The survey took place over 6 weeks, between 31 August and 9 October 1998.  Over 21 000 calls were made.

Eight of the ten cities with over 400 000 inhabitants were tested. Bordeaux and Toulouse were not covered by Bouygues Télécom by 1st August 1998.

Lots were drawn to choose the areas to be tested :  20 cities with between 50 000 and 400 000 inhabitants (from the 79 covered by all three networks on 1st August 1998), and 30 with 20 000 to 50 000 inhabitants (from the 88 cities covered by all three networks on 1st August 1998).   In addition, 4 200 kilometres of road routes were tested.  

3. Results

a. A good overall level of service quality

The overall quality of mobile telephone services in France is good, if not very good in certain cases, even taking into account the stricter performance critiera used in the 1998 survey.

The survey also showed that the three operators’ voice mail services were satisfactory.

However, the survey was not designed to take into account the service quality of networks in the least favourable situations :  such as at peak hours or in densely-populated areas. Measurements were made throughout the coverage area between 8am and 9pm.

Consequently, mobile telephone users may find that they experience lower quality of service levels than those shown in this survey.

b. Comparison with the results of the survey in 1997

It is interesting to compare the results of the tests performed in 1997 with those of 1998. But to do so, certain precautions had to be taken.  For instance, the comparison was drawn on the basis of the indicators used in the previous year, i.e. the indicators used were:

· percentage of calls successfully set up after the first or second attempt;

· percentage of calls of passable quality (perfect or acceptable).

This comparison showed a lower call success rate in 1998 in the largest towns and to a similar extent for all three operators,.

4. Planned changes in the survey


ART plans to continue providing consumers with information on the quality of service provided over mobile telephone networks over the next few years. 


The surveys carried out so far have shown satisfactory service availability, in a similar area, independent of the size of the city or the road route studied, and have shown that the three networks are now widely rolled out throughout mainland France.  In the future it may therefore be appropriate to refocus the study to take into account users’ habits. 

ART therefore has planned to make the following changes to its survey:

· first, to include greater traffic diversity, by testing mobile to mobile calls, for instance;

· then, to measure a variety of usage situations, including in the different types of land transport;

· finally, to evaluate the service quality of networks in less favourable conditions, such as in very densely populated areas or at peak hours.

C. Cordless telephone services

1. Licensing of a DECT
 network in Saint-Martin (Guadeloupe)

The industry minister issued an order on 19 October 1998 licensing Saint-Martin Téléphone to set up and operate a public radio network and to provide a cordless telephone service to the public.  


This licence order followed the positive decision issued by ART on 25 August 1998 in response to the application received from Saint-Martin Téléphone.


This is the first DECT cordless telephone service to be licensed in France, with the exception of pilot trials.  DECT technology is particularly well suited to the small island of Saint-Martin (35 000 inhabitants) and to island conditions.  The low cost infrastructure (some one million francs), should enable the provision of a limited amount of mobility over most of the island. Call handover will be provided for those on the move (intercellular transfer) in highly populated areas.  But it will not be possible in fast transport, or in areas where coverage is not continuous.  The service will be launched in 1999 for residential subscribers, and will be available for travellers as well, by the inclusion of hotels and marinas.

2. Withdrawal of the CT-2 "Bi-Bop"telepoint service


France Télécom’s “ Bi-Bop ” service, which was tested in Strasbourg in November 1991, then launched commercially in Paris in April 1993, attained the highest number of subscribers in January 1996 (95 000). Since that time, subscriber numbers have fallen steadily, due to the soaring success of GSM. The service was withdrawn on 30 September 1998, when only 28 510 subscribers remained.


Consequently, at France Télécom’s request, ART issued a decision on 23 December 1998 proposing that the telecommunications minister cancel the licence order dated 27 November 1991.


Only one CT-2 telepoint service now remains in operation in France. It is run by KAPT Aquitaine, in the city of Bordeaux.

D. Satellite systems 


Satellite personal communications services (S-PCS) provide “ narrow band ” mobile services similar to those proposed by GSM type cellular networks: telephony, fax, radio paging, electronic mail, low-speed data transmission (up to 9600 bits/s).


 S-PCS services are provided over public networks;  they therefore require an individual licence from the telecommunications minister in France. ART processes the applications.


The licence is granted to the system operator or to a representative chosen in France. A single licence is issued, authorising all the components necessary to run the service:

· provision of telecommunications services,

· use of frequency bands,

· operation of an earth station.


On a world scale, the first three S-PCS to offer commercial services have been Iridium, which has been operational since November 1998, then Globalstar and ICO, which should be up and running in 1999 and 2000 respectively. 


Two licence applications were sent to ART in 1997 by Iridium Italia (representative in France for the Iridium consortium) and by TE.SA.M. (representative of the Globalstar consortium). 


After consulting the radiocommunications consultative committee, a call for comments was published in the official journal on 7 December 1997, in order to gather the opinions of all interested parties, and fulfill transparency obligations.  The contributions received supported the methods proposed by ART, and agreed in particular that it was not necessary to issue a call for tender.


The two application files were sent to the minister, stating ART’s favourable opinion, in Spring 1998. The licences were issued to Iridium Italia and TE.SA.M. on 28 October and 17 November 1998 respectively. 


As the Iridium system was to be launched commercially on 1st November, ART issued a decision on 30 October 1998, assigning the 1621.35-1626.5 MHz frequency band to Iridium. 

III. UMTS


Europe’s mobile industry is in pole position today, to a great extent due to the global success of GSM
. This system has been successful, not only due to technological advances, but also due to the scale economies made possible for manufacturers, from the moment the systems were introduced in Europe.


However, the development of a new generation of mobile systems is inevitable, for two reasons:

· saturation forecast in the bands used by second generation systems


In the industrialised countries, mobile phone penetration could top 50% between now and 2002 - 2005. Finland and Sweden have already reached this threshold. 

· market evolution towards multimedia services


At the same time, the “ information society ” has become a reality and market demand for mobile multimedia services is increasing.  In a few months from now, GSM operators will be able to upgrade their networks (with GPRS - general packet radio and HSCSD - high speed circuit switched data services
) to support the provision of higher speed services, including Internet access.


The next generation of mobile communications systems, known as “ UMTS ”
 in Europe and “ IMT 2000 ” in the International Telecommunications Union, will be heralded in by these changes.


The new systems, which will be introduced at the beginning of the next century in the 2 GHz frequency bands reserved by the 1992 World Administrative Radio Conference (1900 - 2025 MHz / 2110 - 2200 MHz), will support new advanced services over high-speed technology.


The third-generation mobile systems will be capable of conveying high quality voice (equivalent to fixed network standards), images and data, and will make it possible to consult web pages by using a small mobile terminal.


The UMTS systems will comprise a terrestrial and a satellite component. 

A. Co-ordinated introduction in Europe around 2002

The European Union adopted a decision on 14 December 1998 on the co-ordinated introduction of UMTS systems in the Community
. This laid down an ambitious two-phase timetable:

· by 1st January 2000, member states have to establish an authorisation system ;

· by 1st January 2002, member states have to take all actions necessary to allow the co-ordinated and progressive introduction of UMTS services on their territory.


This means that the arrangements for introducing UMTS in France need to be settled during 1999.

B. Radiocommunications consultative committee

The radiocommunications consultative committee (CCR) reports to the industry minister and to ART.  In January 1998 it decided to set up a working group (CCR/UMTS) to study the introduction of UMTS in France.

The UMTS working group, which was chaired by Philippe Dupuis, the former chairman of the ETSI’s SMG study group
, submitted its report to the CCR on 22 September 1998. The document contained a number of proposals regarding the regulatory framework that would be appropriate to ensure the successful introduction of UMTS in France.  These proposals help the public authorities in preparing for the transition to UMTS.

The issues dealt with in the report are the following:

licensing arrangements and timetable,

· frequency availability, 

· timetable favourable for French players,

· development of new services, 

· preparing for pilot trials, 

· coordination with existing GSM 900 and 1800 networks, 

· coordination with fixed-mobile convergence.

The report contains a long list of recommendations.  The most important can be summarised as follows:

1. Licensing timetable

The CCR/UMTS study group stated clearly that France should respect the timetable for introducing UMTS set out in the Community decision.

The group then proposed, the following preliminary timetable:

Date / period


start 1999
Public Consultation on the introduction of UMTS in France

May-June 1999
Results of the public consultation received: On the basis of the consultation results, the public authorities will be able to assess whether or not the number of UMTS licences should be limited.

Second half 1999
Licensing conditions and arrangements: the telecommunications minister publishes the licensing conditions and arrangements, following ART’s proposal.

To be determined
If necessary, call for tender.

To be determined
If necessary, selection procedure.

By the first half of 2001 at the latest
Issue of UMTS licences and frequency assignment decisions 

The group recommended launching a wide public consultation at the beginning of 1999 on the regulatory framework necessary for introducing UMTS systems in France.  This would enable the public authorities to assess whether or not it would be necessary to limit the number of UMTS licences issued. 

The group also recommended that if a selection procedure was needed generally it should not exclude any operator, and it should be based on objective and transparent criteria, guaranteeing that all applicants are given the same opportunity.

The group concluded that it would be difficult to envisage the commercial launch of UMTS networks before 1st January 2002, considering:

· the current state of spectrum usage and the substantial resources needed to make the spectrum necessary available;

· the time it would take to bring equipment to market, particularly due to the UMTS standardisation timetable.

2. UMTS licences: number and geographic scope

The group proposed that each UMTS network operator be assigned a minimum 15 MHz duplex in the paired bands and 5 MHz in the unpaired bands
, which, given the frequency bands already reserved for UMTS, would enable four licences to be issued. 

The CCR/UMTS study group also found that it would be easier to grant national licences than regional licences.
3. Freeing up frequencies

The CCR/UMTS study group forecast that by 2005 practically all the frequency bands identified today for second and third generation mobile systems should be available to meet the needs of the entire mobile market.
4. Provision of UMTS services 

The CCR/UMTS study group invited the public authorities to clarify the role of UMTS service providers, in order to ensure a correct balance of rights and obligations, in relation to the type of service offered.
C. Public consultation on the introduction of UMTS systems in France


In response to one of the CCR/UMTS group’s recommendations, ART launched a public consultation on the introduction of UMTS in France.


This enabled a wide range of parties to be consulted and enabled each interested party to give views on the issues that the CCR/UMTS group felt required further study. 


The consultation focused on the following two points:

· the implications of UMTS:

The issues dealt with included the technological implications of UMTS, the type of services that might be supported by this technology, the development of these services, the role of the different players and the possibility of competition between GSM operators and UMTS operators;

· UMTS licensing conditions and arrangements: 

Consultation questions ranged from the licensing timetable, the geographic scope of licences, the availability and freeing up of frequencies to the listing of potential interested players, the selection of operators and the relations between UMTS and GSM operators.

D. Freeing up UMTS frequencies

The UMTS frequency bands are currently in use in France. The armed forces control the lower part (1900 - 2025 MHz) and France Télécom uses the upper part for its fixed service (2110 - 2170 MHz).

The national frequency agency (ANFr) steers the institutional relations between the bodies responsible for frequency management in France. Within this system, ART plays a leading role in setting the priorities for freeing up frequencies, in order to ensure that a sufficient frequencies are available for the introduction of UMTS systems in France.

Discussions have thus begun with the armed forces ;  they concern a wider frequency band 1.7 – 2.1 GHz. What ART is endeavouring to do, is to lay down a timetable for freeing up the UMTS frequency band to ensure that it can meet future demand from mobile telephone operators for additional frequencies in the GSM 1800 band.

ART is also negotiating freeing up the 2.1 – 2.3 GHz band with France Télécom, in line with the arrangements for freeing up the 1.7 – 2.1 GHz band.

IV. Radio paging services


Radio paging enables users to receive a call signal (beep tone), digital message (numbers and letters) on a messager or pager.  The European market which had recorded growth since 1996, particularly due to high sales in France, has been on a downturn since January 1998.

A. Radio paging market

After sustained growth in 1997 (one million new users), the market slowed considerably with only around 408 000 new users in 1998, which was less than in 1997 and even less than in 1996 (580 000). The total number of users stood at 2 437 870 at end-1998. This has effected all three French operators to a similar extent, regardless of the standard used.

Radio paging market in France at 31 December 1998





 Number of users
NET GROWTH

Standard
Brand name
(1)
monthly
%
Last 6 months
%

FRANCE TELECOM






• ERMES
Textnet
210
0
0.0%
-30
-13%

• POCSAG
Tatoo, Tatoo+texte Alphapage Bip, Num, Text
1 636 710
39 470
2.5%
126 040
8%


Bip+
40 620
-670
-1.6%
-4 630
-10%

• RDS
Alphapage Num +,  Text +
16 980
-2 470
-12.7%
-6 750
-28%

 TOTAL

1 694 520
36 330
2.2%
114 630
7%

 CEGETEL







• ERMES
Tam Tam (2)
520 590
0
0,0%
18 890
4%

 BOUYGUES







• ERMES-FLEX
Kobby (3)
222 760
5 490
2.5%
21 830
11%

OVERALL TOTAL

2 437 870
41 820
1.7%
155 350
7%

Penetration rate
4.2%







The two French operators that decided to launch an ERMES network commercially are suffering due to the indecision of European operators over the ERMES standard, and due to France Télécom Mobiles Radiomessagerie (FTMR) lack of support for it.  Both ERMES operators have sought solutions:

· With just over 520 000 users the Société Française de Transmission de Données par Radio (TDR), stopped offering its Tam Tam service to new users on 1st November 1998, on the grounds that the future of the market was too uncertain.

· Infomobile had its licence amended on 25 September 1998, by an order of the industry minister, upon ART’s proposal.  It can now use any technical specification that provides at least as much spectrum efficiency as that supported by ERMES. Infomobile has chosen to use the FLEX™ and ERMES standards simultaneously for its radio paging service.  Its sales increased slightly in December.


FTMR’s market growth also slowed in 1998, with a fall in sales throughout the year, and an upturn in December.  The France Télécom subsidiary totalled 1 694 520 users at the end of 1998.

B. The radio paging market in search of a new lease of life

The radio paging market expanded rapidly in 1996 and 1997, mainly due to the sale of non-subscription services (Tam-Tam, Tatoo, partially Kobby) as operators used costly advertising campaigns  to attract young customers.  However, the traffic revenue generated by these services was extremely low and undermined the service’s profitability.

The radio paging market had originally piggybacked on the success of the mobile telephone market, but as mobile phone use became widespread, due to manufacturers’ subsidies, operators refocused their marketing, and younger users switched from pagers to phones.


So radio paging operators found they had to try and force down their network operating costs and the costs of signing up new subscribers, and propose more attractive technical and commercial options.  These included:

· Changing the technical standard: Infomobile chose to change to the Flex standard.

· Return path: This technical option, which is being studied by ETSI
 and the radio committee of the CEPT
, could enhance the security and scope of radio paging services.

· Targetting different customers: Business users are more likely than the general public to find radio paging more economically attractive than mobile telephony.

· Value added services: Messaging alone does not meet the expectations of highly demanding business users.  In addition to existing value added services (stock market prices, specific information services…), a wide variety of other services are offered :  automatic alarm systems, telecommand (remote control of pumps, switches, disarming stolen cars), downloading files, etc.


ART has commissioned a study on the future of the radio paging market. The results should provide input to enable the public authorities to take informed decisions and allow market players to continue their activity in optimum conditions.

V. Wireless local loop

In response to demands from market players, ART started preparing for the introduction of wireless local loop systems in France, by issuing a decision on 8 April 1998
 to launch pilot trials.The trial period should enable all interested parties, operators and manufacturers to test point to multipoint systems in the 3.4-3.6 GHz and 27.5-29.5 GHz bands.

This preparatory phase, which was originally scheduled up to 31 March 1999, was extended to 31 December 1999 by ART in its decision of 4 December 1998
.  The players had informed ART that extra time was needed, as difficulties had been encountered in bringing equipment to market for testing. So to allow for a long enough test period, the application deadline for pilot trial licences was set at 31 January 1999.

ART made 12 frequency assignments for pilot trials, in the 3.4-3.6 GHz and 27.5-29.5 GHz bands (cf. table above). It also prepared several temporary licences for unlicensed players, to enable them to set up public networks for the trials. 

The trials are performed throughout France, with the exception of Paris and its immediate suburbs.  Operators set up trial networks using radio technology instead of traditional wirelines to connect subscribers.  The networks support telecommunications services including telephony and Internet access. 

So far the trials have shown that players are intent to deploy wireless local loops, as an attractive alternative to wireline technologies.  Most of the major telecommunications operators in France are participating.  Smaller businesses have also joined in. 

Based on the preliminary results of these trials, ART is currently drafting a public tender document, which will enable it to choose operators to set up the systems.  The document with ART’s proposals will be sent to the telecommunications minister in the second half of 1999 for publication, as stipulated in article L. 33-1 (V) of the posts and telecommunications code. Licences will then be granted before summer 2000, after ART has processed the applications.

Wireless local loop pilot trials authorised at 27 January 1999

Company
Town
Frequency band

France Télécom
Rennes
27.5-29.5 GHz

Cégétel Entreprises
Nantes
3.4-3.6 GHz

Cégétel Entreprises
Lyon
27.5-29.5 GHz

Cégétel Entreprises
Lille
27.5-29.5 GHz

9 Télécom Réseau
La Roche Sur Yon
3.4-3.6 GHz

9 Télécom Réseau
Vélizy ( 2 expérimentations)
27.5-29.5 GHz

Tele 2
Grenoble
3.4-3.6 GHz

Siris
Nantes
3.4-3.6 GHz

Médiaréseaux Marne
Bussy Saint Georges
3.4-3.6 GHz

Infotel
Fort de France
3.4-3.6 GHz

FirstMark Communications France
Lyon
27.5-29.5 GHz

Sagem
Cergy Saint Christophe
3.4-3.6 GHz

VI. Private networks and radio facilities


The posts and telecommunications code defines private networks as networks reserved for private or shared use, as opposed to networks open to the public. The Telecoms Act of  26 July 1996 entrusted ART with private network licensing.  This entails processing and issuing licences and assigning frequencies for radio networks, in the bands identified and reserved for private network use. 

A. Network licences issued pursuant to article L. 33-2

In 1998, ART adopted 214 decisions on private networks, 120 of which concerned licences and 94 of which concerned frequency assignments for private networks using spectrum resources.

Private network licences

type of private network

number of decisions adopted by ART in 1998


number of decisions concerning frequency assignments
revenue in 1998 from private network

fees (in thousands of French francs)
number of private networks licensed

non radio network
wireline network
21

T = 600
410


VSAT
8 including 4 withdrawals

T = 115

R = 1039
41

satellite network
SNG
27

T = 1040
58


satellite mobile
0

R = 100
1

PMR network

special pricing
3RPC = 6

(6 modifs)

     GU = 4

RPN = 1
32
T = 21

R = 48 140
3RPC = 3

RPN = 1

LOC = 1

GU = 9


other PMR networks
2RC = 9

3R2P = 13
15
T = 39.5


90

fixed service network
private radio relay systems
32
47
T = 27.5

R = 2 620
201


Total 1998
121
94
T = 1 843

R = 51 908
815




Total 1997
101
58

794

1. Private wireline networks

All wireline networks of more than 1000 metres long require a licence. Of the 21 decisions taken by ART in 1998, 13 were to set up new networks, one was a licence renewal, 6 were licence amendments and one was the withdrawal of a licence for a network that had been opened up to the public.  Several applications for modifications or new licences came from the local authorities (9 decisions). Some were to modify wireline networks or networks comprising both radio relay and wireline components, in order to make them more secure. 

Local authorities’ involvement, for their own needs, for those of educational and research establishments, or for regional development purposes, led ART to continue the study begun in 1997 on the role that local authorities play in the telecommunications sector. This meant holding discussions with the interested players, and organising meetings with local officials. 

Meetings were held with city officials in Besançon, Dijon, Orléans, Brest, Caen, Angers, with regional representatives in Calvados, Britanny, the District de Castres Mazamet, with those responsible for the suburb belt of Lyon and Nancy, with representatives of Nancy 1 university, Claude Bernard de Lyon 1, Louis Pasteur de Strasbourg, the Port of Marseille, and Cofiroute motorways. Discussions on local authorities’ telecommunications requirements will continue during 1999.

At the same time, ART commissioned a comparative study on the definition of private and public networks in Europe.  ART plans to publish the summary of this study, which clarifies the notion of the closed user group (CUG) and provides a complete panorama of the role that local authorities play in European Union countries.

ART noted that the notion of multi-CUG networks was not adapted to users’ needs, as it excluded calls between the different CUGs via private networks. Users’ requirements generally corresponded to two types of network :  a private network used by a single CUG, if it is easily categorised and fits ART’s definition, or for a virtual private network service provided over the public network (cf. part two, chapter 4), which would not require a private network licence.

2. Fixed service private mobile radio networks

ART adopted 32 decisions in 1998 on fixed service private radio network licences. These comprised 20 licence grants, 11 amendments and one withdrawal. 

The majority of RF links authorised for private networks are 23 GHz links (305), or links in the 23.5-23.6 GHz band (118 one-uni-directional links) and in the 38 GHz band (116 links), while 68 links are authorised in 1.5 GHz and 22 in the 13 GHz band.

In 1998 ART also set out the technical and general operating conditions for fixed service point-to-point links in the 24.5-26.5 GHz band.

3. Private mobile radio networks for business users

Two events marked PMR activity in 1998: 

· Régiocom was selected to set up and operate a digital mobile trunked network based on the TETRA standard;

· PMR network licensing rules were adopted. 

a.Digital private mobile radio for business users

Following the call for tender launched in 1997, ART chose Régiocom (now DolphinTelecom) to operate a national digital PMR network, as the business plan stated that the network would use the European standard, TETRA.
 

The applications from ADP/SERTA and the RATP were rejected as they only planned to roll out regional networks, which was not the subject of the call for tender. A summary of the assessment made of applications during the selection procedure is available on ART’s web site.

Once rolled out the network should cover 90% of the population, three years from the date of issue of the licence. DolphinTelecom plans to begin by covering the Ile-de-France area, and the cities  Lille, Strasbourg, Lyon, Marseille, Montpellier, Toulouse, Bordeaux, Nantes, Rennes and Brest. Coverage will then be extended in the north-west and south-east, then in the south-west and north-east.  

Commercial services should be launched on the network in the last quarter of 1999. It will support high performance digital mobile communications for closed user groups, and should be better adapted to these users’ needs than the public mobile networks.  The service offering is particularly aimed at the business market with high volume internal mobile communication needs,  such as transport companies. 

Digital mobile trunked systems thus widen the private mobile radio offering in France, and respond to users’ needs, and particularly corporate requirements. The decision to introduce these systems also places France on a steady footing in the dynamic European mobile radio business market.  

While licensed for national coverage, these digital systems based on the Tetra or Tetrapol standards, complement the analogue offering currently available in France. 

These networks support complementarity between private national, regional and local networks.  It means that specific spectrum plannng is needed in the frequency bands allocated to business mobile radio, particularly in order to take into account the different frequency requirements of digital trunked Tetra-based networks (25 kHz channel spacing), digital trunked Tetrapol- based networks and analogue networks (12.5 kHz channel spacing).

b.Trunked private mobile radio networks for private purposes

Of the 13 decisions adopted in 1998 for this type of network, two concerned licences for temporary networks that were set up during the World Cup football tournament, one was to establish a trunked network, one authorised the modification of a private trunked network and nine decisions authorised the creation of private networks.

c. Trunked mobile radio networks for commercial purposes

During 1998, the two commercial trunked mobile networks set up by the subsidiary of Bouygues, S3RP, and the 13 networks owned by Sogera, a subsidiary of France Télécom, were taken over by Régiocom. Régiocom also merged its own trunked mobile networks with its 9 licensed regional networks.  The merged regional commercial networks were then given a single licence by ART.
 So there are now three commercial trunked mobile radio networks licensed : Régiocom’s network, the airport network owned by SERTA and Cinq sur Cinq’s network in the Guadeloupe, Martinique and the Guyane, although this network has not yet been launched commercially.

d. High volume users

Two decisions were issued in 1998 granting licences to the Paris city council and the new taxi company - SNGT (taxis G7) to operate new networks, withdrawing  the licence from GIE des SACV in Cergy-Pontoise and amending the RATP’s (French railways) network licence.

Other applications are currently being processed for exclusive frequencies for security and emergency assistance networks from ART and other frequency managers’ allocations.  If a network uses frequencies exclusively for its own purposes and does not share them with other users, the corresponding licences, issued pursuant to article L. 33-2, are subject to the provisions of amended article 3b of the decree of 3 February 1993, which imposes special annual fees for frequency management and use.

e. PMR action programme

During 1998 ART drafted the rules for licensing private mobile radio networks for business users.  The rules serve as guidelines for the introduction of the digital PMR systems and for the launch of short range business radio systems, which ART has encouraged in order to give business users a wider and more tailored choice of mobile radio services. 

The rules laid down by ART for PMR
 networks respond in part to players’ concerns over the low penetration rate (in relation to active population) for PMR activity in France (2.4 %).  They enhance operators prospects of increasing penetration to the levels reached in Germany and in the United Kingdom (3.3 %).

Such growth seems probable, following the four changes made in the legal provisions, which were discussed with the working group on business radio systems and the radiocommunications consultative committee.  These concerned: 

· licensing conditions, 

· frequency assignments, 

· licence enforcement arrangements and 

· special pricing for business mobile radio networks. 

The licensing conditions were modified by ART decision to make them more flexible and to introduce a new category of PMR networks, known in France as RPX.  These changes should enable users to be better catered for, while enhancing RF spectrum efficiency, as approved installers and leasers will be able to set up and operate trunked networks with local coverage.

The new regulations were accompanied by a simplification of the administrative procedures, notably by the removal of the installation certificates which had been required to obtain a licence.  

Also, the licence term was extended from one to five years for a simple licence for frequency authorisation holders.  The licence term is ten to fifteen years for other types of business mobile radio networks.

The sub-bands identified for PMR networks were revised, first to make them easier for users and providers to understand, and second, to make provision for the arrival of RPX networks and digital technology (Tetra and Tetrapol networks). 

In practical terms, it should mean that the difficulties encountered in assigning frequencies to PMR networks are solved, as mobile operators will free up the frequency bands assigned to analogue public mobile telephone networks 
 using UHF (400 MHz band) and VHF channels (150 MHz band). 

At the same time, a major PMR user, the SNCF, is going to being deploying other resources, in addition to those used for trials, to develop an internal mobile telephone network, based on GSM-R technology (R for Railway).  A frequency band has been identified for this purpose at European level (800 MHz), but as it is still assigned to the armed forces in France, only the SNCF can use it on its rail activities.

In response to requests from industry, ART introduced rules stating that licence holders would be informed before checks were carried out to ensure conformity with their licence terms and conditions. 

Following discussions with the budget division of the ministry of the economy,  finance and industry, ART improved and refined the structure of fees due for telecommunications networks and services.  For PMR networks, ART proposed using per-channel pricing, which means charging for the number of frequencies assigned, and not, as is currently the case, for the number of terminals using the network. This simplifies the charging system for business networks and also has the advantage of enhancing RF spectrum management, by giving users incentives to review their requests for frequencies to bring them in line with their real needs.

To begin with, ART proposed implementing this measure for private radio networks which only comprised mobile stations, for digital private mobile networks for business users and for RPX-type networks, to foster the development of these network categories.

Categories of private mobile radio networks (PMR)



technology





conventional
trunked
digital

(Tetra/Tetrapol)



PMR for private

use

term of licence

coverage
private radio networks

simple authorisation to use frequencies

5 years

local coverage


trunked private radio networks

decision with schedule of  conditions and CCTP 

10 years

local coverage
private digital mobile radio systems for business users

decision with schedule of conditions and CCTP 

10 years

local coverage

PMR for shared use


shared PMR and PMR operated by installer or company leasing the network

decision with schedule of conditions and CCTP
trunked private radio networks

decision with schedule of conditions and CCTP 

10 years

local coverage
digital private mobile radio systems

decision with schedule of conditions and CCTP 

10 years

local coverage


10 years

local coverage


public access commercial systems

decision with schedule of conditions and CCTP 

15 years

regional or multi-regional coverage 


national digital trunked business networks

decision with schedule of conditions and CCTP

15 years

national coverage

4. Earth stations for satellite news gathering (SNG)

During the World Cup football tournament, the number of applications for SNG network licences was very high.  Of the 27 licences granted in 1998, 24 were issued before the start of the competition.  None of the licences that expired in 1998 were renewed.  This type of network is generally rolled out for specific temporary events.  With experience it has become apparent that the licensing procedures need to be modified to allow for both five-year licences (currently available) or two-month licences, suited to operators’ temporary requirements.

5. Very small aperture terminal (VSAT) satellite networks

Several shared private VSAT networks have terminated operations, as they have been changed into public networks to allow them to offer Internet access, which is not authorised for private networks. 

At the same time, new VSAT networks have been rolled out to cater for users’ own needs, particularly those requiring stations located in several different countries. 

B. ART’s activities relating to networks governed by article L.33-3

1. Short range business radio (SRBR)

Short range business radio systems do not use frequencies that are specifically assigned to their users
.  They are comprised of walkie-talkie type radio devices designed for short range communications.  ART laid down the usage conditions for these systems in 1997.
 55 000 terminals were sold in 1998 and forecast sales for 1999 are 60 000 to 70 000 terminals. This new market, with enormous growth potential, provides a relatively cheap and easy-to use product for customers that are not very familiar with radio systems.

ART assigned three frequencies for SRBR use in France in 1997, and following discussions within the CEPT on the harmonisation of the frequency bands assigned to SRBR, the 446 - 446,1 MHz frequency bands were opened up in 1998 for the “ PMR 446 ” service in Europe. 

To make the 100 kHz needed for SRBR available, around 500 private radio networks supporting the land mobile service will need to change frequencies, and the SNCF’s network infrastructure that uses two channels in this range at national level, will need to be reconfigured.

2. Radio local area networks

a. 2.4 GHz RLAN

RLAN systems operate in a frequency band assigned to the armed forces (2.4 GHz).  To set up and operate such a system requires a licence pursuant to the ministerial order of 24 July 1995. The following table shows the number of licences granted in 1998 and the type of agreement concluded with the armed forces.


Total 1997
Total 1998
1st quarter
2ndquarter
3rd quarter
4th quarter

Licence applications received
338
488
147
137
118
86

Licences issued without consulting the armed forces
226
293
103
63
86
41

Armed forces consulted
112
195
44
74
32
45

Agreement from armed forces
103
186
39
73
31
43

Refusal from armed forces
1
4
0
0
0
4

Awaiting response from armed forces
0
5
30
26
15
35

Applicant not followed up
8
1
0
0
1
0

At this stage, the regulatory constraints imposed by the defence minister, who is responsible for managing this frequency band, still apply to the licensing procedure.  ART is still negotiating with the national military frequency bureau, as the armed forces have highly sensitive equipment in the band, and believe that it is incompatible to allow any local radio networks to be set up, other than for private purposes.  Therefore, deploying 2.4 GHz RLAN systems to provide fixed links for public use is not authorised.  The situation is similar for the radio relay systems which require individual licences and frequency assignments in authorised bands are similar.

b. 5 GHz Hiperlan

High performance radio local area networks (Hiperlan) are comprised of wideband data transmission equipment that support various wireless applications, such as business management and office applications.

A draft decision was prepared in 1998 to set out the usage conditions for these systems which would operate in the 5.15 – 5.25 GHz frequency band. This decision may be adopted when the European work has been concluded on the compatibility between these systems and the mobile satellite networks using the same bands.

3. On-site radio paging

According to article L. 33-3 (5°) of the posts and telecommunications code on-site radio paging networks do not require a licence as they are not based on frequencies assigned to users. ART assigned national frequencies and laid down the usage conditions for on-site radio paging networks on 28 February 1998.


These networks comprise radiolocation systems that operate in a private limited area.  Emission power, antenna type and height are restricted to ensure that only the authorised service area is covered. To ensure that there do not cause interference to similar systems located nearby, the maximum effective radiated power (e.r.p.) of fixed station is limited to 5 W and the maximum effective radiated power of the mobile stations is 50 mW. Mobile stations have a lower radiated power range, as requiredd by the ETS 300 224 standard.


On-site radio paging includes paging by a person or fixed (base) system to a person on the move with a portable radio device, or paging by a person on the move to another person on the move.  Portable radio devices with keyboards can support portable-to-portable radiolocation via the base station. 


Voice or alphanumeric messages can be sent by the transmit-and-receive systems to other transmit-and receive or remote control systems.  The keyboard is used to select the message type.

According to the association of European manufacturers of personal wireless equipment (ESPA), there are an estimated 15 000 networks at present, which is over 220 000 mobiles operating in 6 frequences to portable devices and 2 frequencies from the portable devices to the base. Between twenty to thirty thousand terminals are sold each year, giving the market an estimated value of  FF80 million.

4. Short range devices (SRDs)


In addition to assigning a national frequency band for short range devices in the 868-870 MHz band and the 2454 – 2483.5 MHz band
, ART laid down the usage conditions for these devices on 21 October 1998.

a. Devices using the 868-870 MHz band
The short range devices operating in this band are low power transmit-and-receive apparatus for telecommand, telemetry and alarm applications. The two main uses are mobile machine-to-machine data exchange in industry, and remote alarms for protecting human lives, particularly by providing remote assistance in the home (for elderly and disabled persons).

The working group responsible for applying CEPT Recommandation T/R 70-03 on the use of short range devices, plans to withdraw the channel spacing of the frequency bands reserved for general use in order to allow for the introduction of broadband technologies.  The CEPT Recommendation also states that standardisation work is under way in the 869.30-869.40 MHz band, which should eventually enable this band to be opened up to short range device systems.

b. Equipment operating in the 2454 – 2483.5 MHz band
The low range devices operating in this band consist of low power transmitter-receivers supporting short range video transmission over radio relay systems. The service targetted is sound and image broadcasting from one source (television, video recorder, satellite receiver, computer) to another source located in another room.

High demand for these services should boost sales as households buy additional television sets and other multimedia equipment such as video disk drives and computers.  From 20 to 30000 products should be sold per annum in Germany, around 20000 in England, and roughly the same number in France.

5. Amateur radio 


At the end of 1997, ART allocated the frequency band to amateur radio, and established a new regulatory framework laying down the requirements for using amateur radio systems and the examination conditions to be met to obtain an amateur radio operator certificate.  The two framework decisions were approved by the telecommunications minister on 14 May 1998.


Implementing this framework has meant reclassifying former A and B group licence holders in the newly-created classes 1 and 2, and setting up a modular examination system. 

6. Remote-controlled models for leisure purposes  


Until 1998, users of radio facilities with remote-controlled models had been required to obtain a five-year individual licence at a cost of FF180.  There were 22142 of these users in 1998.


By its decision of 21 October 1998
, ART established new conditions for the use of these facilities.  The new rules abolished the individual licence, in accordance with article L. 33-3 (5°) of the posts and telecommunications code, which stipulates that installations that do not use frequencies specifically assigned to their user do not need to be licensed.  This decision was approved by the telecommunications minister on 6 January 1999.

The new regulations were drafted with the help of the main users’ association, Fédération Française d'Aéro-Modélisme (FFAM), and aim to simplify the licensing arrangements for leisure-purpose radiocommunications.


ART also allocated frequency bands for amateur radio operators with remote-controlled models
.

Chapter II: Frequency and number assignments

I. Frequency management


The Telecommunications Act of 26 July 1996 entrusted the telecommunications regulatory authority with the task of assigning frequencies to operators and civil radiocommunications users, and also with managing and assigning frequencies for sound and television transmission links. 

At the end of 1998, the national frequency agency (ANFr) sent the new national frequency allocation table to the prime minister for approval. This table shows which frequency bands are managed by the ten administrations and authorities responsible for frequency management in France. The table, which takes into account amendments made at national, European and international level, particularly following the 1997 World Radio Conference, specifies which frequency bands ART is responsible for assigning to users and operators for civil radiocommunications.

A. European and international work


ART participates in European and international working groups and meetings on a regular basis.
  Its staff are members of the permanent working groups of the European Radiocommunications Committee (ERC), which is responsible for co-ordinating European radiocommunications policy, and of the special working group established to prepare for the World Radio Conference in 2000.


These working groups focus their efforts on harmonising frequency use at European level, and have enabled new frequency bands to be identified and opened up in France for civil radiocommunications users.


These include the following frequency bands, which have been assigned by ART for shared or exclusive usage:

· 863 - 865 MHz for radio microphones and wireless audio systems;

· 868 - 870 MHz for short range radio devices and social alarm systems (e.g. telecommand and radio alarms);

· 2454 – 2483.5 MHz for video inside buildings;

· 51.4 – 52.6 GHz for high-density fixed service applications.


ART representatives also participated in the meetings held to co-ordinate frequencies in border zones.  Two agreements on frequency sharing were signed by administrations with common borders, and ten-or-so additional co-ordination agreements should be concluded during 1999. The overall aim of these agreements is to facilitate optimal use of the frequencies allocated to ART in the border regions of  France.


The agreement between the French and British administration on sharing the frequency bands reserved for GSM 1800 is a prime example of border coordination, enabling the optimisation of network operations along the North Sea and Channel coastline. 

B. National work


At national level ART processes applications for frequency assignments, participates actively in ministerial working groups and in the national frequency agency’s committees, and holds discussions regularly with mobile operators. 


In 1998, ART adopted over 400 decisions on frequency assignments to operators and users;  155 of these were related to the 1998 World Cup Football Tournament.

Conditions for using the 26GHz frequency band were also laid down by a decision in 1998.


The new channel spacing proposed to the radiocommunications consultative committee for the fixed service, to enable the use of digital equipment in the 8 GHz frequency range, was validated. An ART decision will be issued during 1999 to enable the radio relay links that have to free up the 2 GHz range to use these frequencies.


Representatives from ART also participated in working groups set up by the telecommunications minister on fees for the use and management of radio frequencies
.  This work led to the amendment of the decree dated 3 February 1993 on fees for the use and management of radio frequencies, and to the publication of an order enabling France Télécom to be billed for the frequencies it used in 1998
.  Future amendments to the decree of 3 February 1993 should bring into line the calculation of fees charged to terrestrial fixed and mobile service frequency users. 


ART also participated in the advisory groups set up by the national frequency agency, and in the associated working groups
. This work, which involved the national bodies responsible for frequency management, focused on:

· drawing up the national frequency allocation table for 1999, enabling ART to open new frequency bands for fixed and mobile services ;

· preparing the French position in international negotiations on frequency spectrum ;

· negotiating on refarming frequencies to enable the introduction of new civil radiocommunications services such as UMTS, with special agreements between frequency managers, where needed ;

· assessing applications for refarmed spectrum.  ART is in charge of applications for the assignment of refarmed frequencies in the 1.4 - 1.5 GHz, and also for the refarming needed in order to introduce short range business radio systems in the 446 - 446.1 MHz frequency band ;

· facilitating the radio compatibility testing needed to ensure proper operation of the different radio systems in the same frequency band ;

· contributing to changing the rules of procedure to ensure optimal use of the radio sites.  Particular attention was given to confidentiality principles and to developing a software management tool. A simplified declaration procedure for low range stations was set up following this work ;

· enabling frequency assignments for earth stations and for mobile operators to be recorded in the national frequency register ;

· partipating in drafting the national table which shows how the national frequency bands between 862 and 3400 MHz are used.  This information will be used for the survey carried out by the CEPT European Radiocommunications Committee (ERC), aimed at harmonising the use of frequency bands in Europe by 2008.


As concerns the management and assignment of sound and television transmission frequencies, ART published a call for comments in August 1998 in order to gather the opinions of users and professional organisations on draft regulations governing the use of radio microphones.  ART’s objective is to: 

· lay down the technical and operating conditions for these devices in the 470-830 MHz frequency bands,

· set out the arrangements for assigning frequencies to users, based on the regulatory systems currently in force in other European countries,

· lay down the conditions necessary for equipment conformity assessment on the basis of ETSI standards.


ART received fourteen responses to the consultation from administrations, users, professional organisations and manufacturers.  ART will take these views into account when setting out the regulatory framework on the use of this equipment.


Finally, for users’ information, ART has drawn up a table showing how frequencies have been assigned in the bands that it manages.

II. Management of the national numbering plan


In 1998, ART issued 166 decisions on numbering. These decisions can be divided into:

· 6 general decisions, relating to the introduction of short numbers beginning with 30, 31 and 32
, the opening up of a new number block beginning with 0 805 for the freephone service
, in addition to 0 800, changes in the numbering plan for non-geographic numbers (numbers with the formats 080B, 081B, 082B, 089B, etc...)
, the implementation of a family of access codes for virtual private network (VPN) services
, and the amendment of the national numbering plan management rules
.

· 160 decisions relating to ongoing management of numbering resources.  86 of these decisions concerned assignments, 68 reservations, one was related to a number transfer from one operator to another, and five decisions concerned the annulment or modification of usage conditions.

Numbering resources at the end of 1998


France Télécom


Other operators
Total

Assigned “ E ” prefixes
1
6
7

Assigned “ 16XY ” prefixes
0
27
27

Reserved “ 16XY ” prefixes
0
4
4

Assigned special numbers (10XY format)
7
4
11

Reserved special numbers (10XY format)
0
3
3

Assigned short numbers (3BPQ format)
50
27
77

Reserved short numbers (3BPQ format)
0
14
14

Assigned mobile numbers
12410000
9220000
21690000

Reserved mobile numbers
0
60000
60000

Reserved fixed non-geographic numbers
0
60000
60000

Assigned fixed non-geographic numbers
3261000
150000
3411000

Reserved fixed geographic numbers
0
540000
540000

Assigned fixed geographic numbers
125080000
3480000
128560000

Use of reserved or assigned short numbers by service category

Short numbers
 (3BPQ) for calling card or similar services
29

Short numbers (3BPQ) for carrier selection by double dialling
12

Short numbers (3BPQ) for other uses
50

Total
91

A. The dispute over the E prefix for carrier selection


With the introduction of full competition in the telecommunications sector in the European Union from 1st January 1998, numbering has become a vital commercial and competitive component for the telecommunications industry.


According to its mandate under the posts and telecommunications code, the telecommunications regulatory authority has laid down the conditions for assigning prefixes to operators for the provision of long distance telephone services.  The system in place since 1st January 1998 enables users to select the long distance operator of their choice on a call-by-call basis by dialling a one or four-digit prefix:

· “E” prefixes correspond to the number sequence EZ AB PQ MC DU for national calls (which also applies to international calls): E replaces the first digit of the called party’s number (0Z AB PQ MC DU);

· 16 XY format prefixes correspond to the number sequence 16 XY 0Z AB PQ MC DU for national calls: the last ten digits correspond to the ten digits of the dialled telephone number.


In the first case, calls are carried by the long distance operator to which ART has assigned the E prefix.  In the second case, calls are conveyed by the long distance operator to which ART has assigned the 16 XY prefix. If users choose to dial the ten-digit number beginning with 0, rather than dialling these prefixes, calls will be routed by the default local loop operator, which will be France Télécom, in the majority of cases.


As the national numbering plan is a limited resource, there were only seven E prefixes available for assignment to long distance operators, while 93 different values are possible with 16 XY format prefixes.


By a decision dated 16 July 1997
 approved by ministerial order, ART set out the arrangements for assigning one-digit carrier selection codes. This decision states that only the operators which are licensed to establish and operate a public network to provide a public telephone service, and which agree to provide national coverage, can be assigned an “E” prefix. The decision also laid down the three-tier procedure for selecting the operators that qualify for the assignments, which took place on 15 September, 15 November 1997 and 15 February 1998.


Following the third round of the qualification procedure, one of the operators, AXS Télécom, whose application had been rejected, appealed to the State Council for stay of execution and annulment of :

· decision n° 98-99 of 9 February 1998 which had rejected its application,

· decisions n° 98-93 and n° 98-94 which had qualified Esprit Télécom France and Télé2 France to participate in the third round.


The State Council issued an order on 30 March 1998, rejecting AXS’s application for stay of execution of decision n° 98-99.  The same order granted the reprieve of decisions n° 98-93 and n° 98-94, and judged AXS Télécom’s appeal acceptable on the grounds that :

- the provisions of article L. 36-7 of the posts and telecommunications code, by virtue of which ART assigns the frequency and number resources needed by operators for their activities, in an objective, transparent and non-discriminatory manner, had been misinterpreted;

· the procedure laid down in ART decision n° 97-196 was not legal as the criteria for choosing between eligible operators had not been laid down.


Esprit Télécom France appealed to the State Council against the four ART decisions (n° 98-20, n° 98-21, n° 98-22 and n° 98-23) issued during the first two rounds of the procedure, which assigned carrier selection codes to Siris, Omnicom, Télécom Développement and 9 Télécom Réseau, on the grounds that ART had acted ultra vires (in excess of the authority conferred upon it by law). 


The State Council issued an order on 26 June 1998 determining the outcome of these appeals:


Regarding the illegal status of decision n° 97-196 of 16 July 1997

The State Council ruled that pursuant to articles L 34-10 and L 36-6 of the posts and telecommunications code, ART is empowered to lay down the numbering plan rules, and therefore had the jurisdiction to issue decision n° 97-196 of 16 July 1997, which had subsequently been approved by the minister for industry.


The State Council ruled that it was legal to distinguish between single-digit prefixes and four-digit prefixes for two reasons;  first, as subscriber preselection was not yet available,  and second, as France Télécom enjoyed a quasi-monopoly position on the local loop, due to default selection of its network when users dial zero. The State Council deemed that the substantial coverage requirements and investment obligations imposed on the beneficiaries of one-digit prefixes proved that ART had not undermined the principle of non-discrimination or equivalence of numbering formats.


With regard to the claim of that its decision breached legislation as there were no rules enabling the choice to be made between eligible applicants, the State Council ruled that as the  number of eligible applicants was not in excess of the number of one-digit prefixes available, the complaint was inoperative. 


Regarding the appeal against individual decisions 


The Council ruled that the ART decision rejecting AXS’s application was grounded and that AXS’s appeal for the annulment of decisions n° 98-93 and n° 98-94 was unfounded.


The Council decided that the four decisions (n° 98-20 to n° 98-23) assigning prefixes to Siris, Omnicom, Télécom Développement and 9 Télécom respectively, issued by ART on 14 January 1998 and backdated to 1st January 1998, were not legally acceptable due to the backdating.


Through this order the State Council reaffirmed its support for the system implemented by ART and rejected all appeals for annulment, with the exception of decisions n° 98-20 to 23 due to the backdating. 


The State Council order was useful as it clearly reaffirmed ART’s mandate and role.

B. The non-geographic numbering space


In 1998, ART continued structuring the numbering space for numbers beginning with 08, within the advisory committee on numbering. 


Numbering resources are needed to support the emergence of new offerings and competition, and to boost growth on the market for special telecommunications services in France.


During ART’s discussions, it became apparent that users expected non-geographic numbers to be structured so that it would be possibly to: 

· identify service categories by the tariff charged to the caller. Three categories of service were determined:  freephone numbers
, shared cost numbers
 and shared revenue numbers
.

· identify service categories by the type of service: general mobile services and virtual private network services,

· use the first 3 or 4 numbers of the number dialled to identify the service offered.


To encourage and facilitate the freeing up of used number ranges
, ART laid down fair conditions to determine how users would migrate to new number ranges. 


In order to ensure transparency for customers, ART recommended that callers be informed of the price of the service by a free voice message at the beginning of the call (or during the call if there was a change in the tariff level) for services that cost significantly more than a usual long distance call.


Furthermore, ART decided to open up new number ranges
. It has not yet issued a decision to determine how the 087 range will be used for personal communication services, and more generally for universal number services, as the industry needs to be consulted first.


Portability of all non-geographic numbers will boost competition and enhance users’ freedom of choice. However, so far market parties have only reached a consensus on the freephone service (numbers beginning with 0800 and 0805).

Numbers beginning with
Usage conditions

0809
Non-portable free-of-charge operator services, other than the freephone service

0810 et 0811
Shared cost services T1

0820 et 0821
Shared cost services T2

0825 et 0826
Shared cost services T3

085
Access to virtual private network services

0890
Shared revenue services T3

0891
Shared revenue services T4

0892
Shared revenue services T5

0893
Shared revenue services T6

0897
Shared revenue services TF1

0898
Shared revenue services  TF2

0899
Shared revenue services, other tariffs

Tariff
Maximum value (inc VAT)

T1
Local call (according to the local operator’s prices)

T2
FF0.80/min

T3
FF1/min

T4
FF2/min

T5
FF3/min

T6
FF5/min

TF1 (flat rate 1)
FF4 per call

TF2 (flat rate 2)
FF8 per call

C. Portability of freephone numbers 


Even though it is not legally mandatory, everyone agrees to the principle of introducing portability and unit management for freephone numbers. This means implementing a complex system using a central data base containing information on all freephone numbers, to allow them to be used more extensively, with competition between service providers.


In 1997, ART began working with operators to define the needs and principles for using the data base.  A call for tender was used to select the data base manager in 1998.  The data base should be partially operational in the last quarter of 1999 and fully operational at the beginning of 2000.


Freephone service providers will be able to access the data base to find out, in real time, which numbers are available. When one their customers chooses a number, the service provider will then reserve it on their behalf.  Assignment will be automatic, per unit and under ART’s supervision.  If a customer wishes to change service provider, he will be able to keep his number, and the new service provider will access the data base to notify the change.  The management tool will coordinate technical routing between the different operators.  All players concerned will be automatically notified of changes.


In addition to the IT aspects of the freephone data base, ART will hold discussions with market parties to lay down the regulatory framework, i.e. the usage conditions and pricing structure (regulation and usage tariffs). Freephone numbers begin with 0 800 or  0805.   This service may be opened to other number ranges
 at a later date.  ART has opened up new non-geographic number ranges ;  some of these
 may eventually be managed by the database system.


At the end of 1998, 30 000 freephone numbers were already in use.  In comparison, the North American freephone data base manages over 15 million numbers for the entire North American numbering area.  Portability and unit management are essential for the development of this service, and in the long run for all value added services. 

Chapter III. Interconnection

Opening up the telecommunications market on 1st January 1998 and ending France Télécom’s monopoly have led to the emergence of a multitude of telecommunications networks and telephone service offerings on the French territory.  In such an environment, it is essential to ensure that users can still communicate with one another, despite the different networks and services. This means that the various operators’ networks and services need to connect to each other.  This is what we call interconnection.


Legislation has set out two additional tools to determine the technical and financial conditions governing network and service interconnection:

· Operators that ART designates each year as “ with significant market power ”, are required to publish a technical interconnection offer and price list, called the standard interconnection offer.  France Télécom was the only operator subject to this obligation for 1998 and 1999.  Its standard offer comprises all its interconnection services that enable other operators to offer commercial services to their customers, and the tariffs charged for the interconnection.  It also specifies the arrangements for physical interconnection with the operators. 

· Interconnection agreements are private law contracts that operators negotiate and sign on a case-by-case basis to determine the precise interconnection conditions that will apply between them.  In the event of a contract with a powerful operator (France Télécom in 1998 and 1999), these conditions may be laid down in the standard offer, which lists the minimum service to be provided.  If an agreement is signed with another network operator, that is not “ powerful ”, the interconnection conditions are determined between the two operators, without reference to the standard offer.


ART is responsible for enforcing interconnection agreements, drawing up the annaul list of powerful operators, and approving their standard interconnection offer. 

I. Interconnection agreements

A. Aim of interconnection agreements


Interconnection agreements concern the services defined by law as interconnection services:

· reciprocal services provided by two public network operators that enable all users to communicate freely between each other, regardless of which network they are connected to or which services they use

· network access services provided in the same vein, by a public network operator to a public telephone service provider (article L. 32-I (9°) of the posts and telecommunications code).


They are private law agreements concluded between the two interested parties. They determine the technical and financial conditions governing interconnection, in line with the provisions of the posts and telecommunications code and the associated implementation provisions
.


Interconnection agreements concluded with a powerful operator are usually based on this operator ‘s standard interconnection offer, which is approved by ART.  Nevertheless, this operator cannot use its standard offer as a reason to refuse to enter into commercial negotiations to determine conditions for interconnect that are not mentioned in the standard offer.


In practice, France Télécom proposes operators interconnection agreements that are very much like  "standard offers".

Figure n° 4 : “ minimum clauses ” in interconnection agreements
Unless ART has agreed otherwise, at a minimum, interconnection agreements should include the following provisions (article D. 99-9 of the posts and telecommunications code):


- general principles:


- commercial and financial relations including billing and collection procedures and payment       conditions;


- essential information transfer between operators, regularity or corresponding notice period;


- procedures that apply in case of proposed changes to one of the parties’ interconnection offer;



- definitions and limits relating to liability and indemnities;



- eventual intellectual property rights;



- agreement duration and re-negotiation conditions.


- description of interconnection services provided and corresponding charges


- access conditions to basic services: switched traffic and, for public network operators, leased lines;



- access conditions to additional services;



- billing services for third parties;



- conditions governing facility sharing for the physical connection of networks;


- technical characteristics of interconnection services:


- measures taken to implement equal access for users to different networks and services, equivalent formats and number portability;



- measures aimed at guaranteeing compliance with the essential requirements;



- complete description of the interconnection interface;



- pricing information on interconnection interfaces;



- quality of services provided: availability, security, efficiency, synchronisation ;



- traffic routing arrangements;


- arrangements for implementing interconnection:


- service implementation conditions: traffic forecasts and schedule for installing interconnection interfaces, identification procedure for the ends of leased lines ; time limit for opening services;



- designation of interconnection points and description of the physical interconnection arrangements;



- reciprocal dimensioning arrangements for interface equipment and common components to the networks, in order to maintain the service quality and conformity with the essential requirements;



- arrangements for testing the operation of interfaces and service interoperability;



- fault reporting and repair procedures”.
B. Transmission of interconnection agreements to ART


Interconnection agreements are sent to ART within ten days after they have been concluded.  If requested, ART may communicate the information contained in the agreements to third parties, with the exception of information covered by business secrecy
. After consulting the competition authority, ART can ask for the interconnection agreements that have been concluded to be modified, if it deems that it is necessary to guaranatee equal competition conditions or service interoperability
.
At the end of 1998, ART had thus received: 

· about twenty interconnection agreements signed between France Télécom and operators licensed under articles L. 33-1 and L. 34-1 of the posts and telecommunications code;

· a dozen interconnection agreements signed between France Télécom and operators licensed under article L. 34-1 of the same code;

· about twenty interconnection agreements signed between licensed new entrants under articles L. 33-1 and L. 34-1 of this code and other operators in France or abroad.

When analysing the agreements submitted, ART paid particular attention to ensuring they were not of a discriminatory nature.  In 1998 it did not need to bring any matters before the competition authority to ask for modifications to the interconnection agreements received.  On occasions, it communicated agreements concluded with France Télécom to interested third parties, while safeguarding business secrecy.

Figure n° 5: Compliance with the principles laid down by the posts and telecommunications code for interconnection agreements


Interconnection agreements must satisfy general principles and essential requirements (article L. 34-8 of the posts and telecommunications code).


1 General principles 


Interconnection agreement conditions must be objective, transparent and non-discriminatory.  They must not lead to the excessive charges on operators using interconnection.  They should be able to be justified if ART so requests (article D. 99-10 of the posts and telecommunications code).


 In addition, for services contained in interconnection agreements and not listed in the standard interconnection offer defined in article D. 99-16, ART may ask the operators listed pursuant to 7° of article L. 36-7 (7°) of the posts and telecommunications code to supply all information enabling it to assess whether the service tariffs set in the agreements reflect costs (article D. 99-17 of the posts and telecommunications code).

2) Essential requirements

Operators have to take all necessary measures, and state them in their interconnection agreements, to guarantee compliance with the essential requirements, and in particular,



- safety of network operations;



- maintenance of network integrity;



- interoperability of services, including end-to-end service quality;



- data protection, to guarantee conformance with the relevant data protection provisions, including those relating to personal data, protection of privacy and confidentiality of information processed, transmitted or stored (article D. 99-7 of the posts and telecommunications code).

C. Dispute settlement procedure


ART may be called upon, by either party, in case of the breakdown of commercial negotiations or in the event of a dispute over the conclusion or execution of an interconnection agreement
.  It has a deadline of three months to resolve the dispute, after hearing both parties.  This can be extended to six months.


Its decision is reasoned and specifies under which conditions, in technical and financial terms, interconnection should be supplied.  Unsatisfied parties may appeal against the decision, or call for a judiciary review before the Paris appeal court, for up to one month after notification of the decision.

II. Approval of France telecom’s standard interconnection offer


The code requires ART to consult with the competition authority and to list the operators that have significant market power.  These operators are then required to publish a standard interconnection offer.  An operator is deemed as powerful if it has more than a 25% stake in a relevant telecommunications market, as specified in the provisions of article L. 34-8 (II)
. To draw up this list, ART takes into account the operator’s turnover in relation to the size of the market, its control of access to the end user, its access to finance and its market experience
.

In its decision of 27 November 1998, ART listed France Télécom as the only powerful operator for 1999
. This operator was thus required to produce a standard interconnection offer in 1998 for the services to be provided in 1999.


France Télécom already published a standard offer in 1997, for the interconnection services it proposed to new market operators for 1998.  This offer was established in two phases.  First, the part concerning L. 33-1 operators, was approved on 9 April 1997; then the second part, intended for L. 34-1 operators, was approved on 30 July.


Establishing the standard offer for 1999 gave rise to long, in-depth discussions both with France Télécom and with new entrants;  these took place over several months, from May to December 1998.  ART also based its analysis of the offer on an audit, and input from outside advisors.


ART then approved France Télécom’s standard technical offer and interconnection prices for 1999
, in a decision adopted on 18 December 1998.


New in the standard offer for 1999, in comparison with its 1998 version, are the following:

· Services

- access from France Télécom’s local loop to corporate virtual private networks (VPNs) supplied by new operators;

· access to special advanced and complementary services and functions provided by new operators, such as freephone numbers, low-cost service numbers and audiotex services.

· Interconnection conditions

- time limit on installing interconnections points:  varying between 4 and 9 months depending on the type of interconnection;  In 2000, the time limit should be reduced to between 3 and 6 months.

- new technical interconnection possibilities for co-location, particularly in-span interconnection and shared use of cables;

- enhancements in interconnection security.

· Tariffs

· tariffs for switched traffic routing services dropped by 14.4% for L. 33-1 operators and by 3.8% for L. 34-1 operators.

- portability tariffs were reduced by 70% and 45% depending on the point of interconnection

- the flat-rate payment for interconnection links was lowered.

A. How telecommunications networks operate


To route calls from one correspondent to another, telecommunications networks perform several functions, two of which are essential in understanding how interconnection works :  transmission and switching.

Transmission is the conveyance of information from one network point to another.  The transmission medium may be copper cables, fibre optic cables, or microwave links.

Switching is the routing of traffic by setting up temporary connections between two or more network points.  This is performed by facilites situated at different locations on the network, called exchanges.  The basic structure of the telecommunications network comprises transmission links connected by exchanges.  On France Télécom’s network, the exchanges are ranked in a tier system.  The higher the exchange in the ranking, the higher the number of subscribers it serves.

There are two types of exchanges:

· local exchanges, which are the lowest ranking.  They are connected to customer premises by a line interface module.

· trunk exchanges, which are higher ranking. 

For each type of exchange there is a corresponding exchange area, in which one or several exchanges of a given level are present (local exchange area for local exchanges, trunk exchange area for trunk exchanges).

The network itself comprises two parts: 

· the local loop, or access network, which corresponds to the subscriber lines dedicated to each customer.  It is generally built out of physically-dedicated copper cable pairs.  The subscriber line connects the customer premises equipment to the local exchange, by means of a line interface module; 

· the core network, or general network, which comprises all the transmission links and exchanges beyond the local exchange.

Diagram n° 1 : France Télécom’s network architecture and interconnection

The figure above shows France Télécom’s network architecture in the provinces;  the network in the Ile-de-France area (Greater Paris and suburbs) has specific characteristics.

France Télécom’s network is divided into 19 trunk exchange areas, 17 in the provinces and 2 in the Ile-de-France area. Each trunk exchange area comprises several trunk exchanges, which are the highest ranking exchanges.  Within each trunk exchange area there are several local exchange areas, while a local exchange area is not assigned to a particular trunk exchange. Within each local exchange area there are itself several local exchanges. 

Excluding the local loop, the network comprises 9 components:  4 switching components :  local exchange and trunk exchanges (tandem exchanges, which are mainly used in the Ile-de-France area as an intermediary level between the local exchange and the trunk exchange), local exchange and the line interface module and 5 transmission components :  the interconnection network, the regional network, the junction network, the primary feeder network and the secondary feeder network.

B. Services provided in the standard interconnection offer


France Télécom’s standard interconnection offer comprises basic services, called switched traffic routing services, which are required by operators to route telephone calls.  It also contains more advanced services :  advanced ancillary services and functions.  ART is responsible for drawing up and adding to the list.
 The standard offer also lays down the physical arrangements for interconnection (interconnection offers, time limits, security, interconnection interface).

1. Basic services


Switched traffic routing services can be classified in terms of interconnection type (direct or indirect), determined by the direction in which the call is routed, or by the number of subscribers that they serve, which in turn depends on the type of exchange where interconnection takes place (local exchange interconnection, single trunk interconnection, dual trunk interconnection)

a. Different types of service

There are two types of interconnection: direct and indirect:

· Direct interconnection or call termination consists in an operator terminating a call to a France Télécom customer.  The call is routed by the operator to the point of interconnection;  it is then carried by France Télécom on its network from the point of interconnection to the subscriber’s customer premises equipment (cf. above diagram n° 2). 

· Indirect interconnection or call collection consists in an operator collecting a call from one of France Télécom’s subscribers.  The subscriber uses a prefix to select the operator.  The call is carried by France Télécom from the subscriber’s customer premises equipment to the point of interconnection, and then by the new entrant from this point (cf. above diagram n° 3).

A new entrant may interconnect at two levels:  at the local exchange, or at the trunk exchange.  In both cases interconnection takes place at a point of interconnection, and may be carried out by three different techniques.  The operator may choose to establish the connection on his own premises, by leasing an interconnection link
 from France Télécom to make the connection between his point of presence (POP) and the point of interconnection (POI) or exchange; or the operator may choose to co-locate directly at the point of interconnection (POI) or exchange, by installing equipment on France Télécom’s premises; or it may choose an intermediary solution, whereby the point of interconnection is adjacent to the incumbent’s site, known as in-span interconnection.

Depending on where interconnection takes place, France Télécom’s standard interconnection offering offers three basic services :

· local exchange interconnection, enabling the interconnected operator to reach 30 000 lines.

· single trunk exchange interconnection, enabling the operator to reach the customers within the area served by the trunk exchange, which means around 2 million lines.

· dual trunk exchange interconnection enabling the operator interconnected at a trunk exchange to reach the subscribers within all trunk exchange areas, throughout France.  This  enables nationwide coverage.

Dual trunk exchange interconnection is not possible with indirect interconnection.  Furthermore, the services proposed in France Télécom’s standard interconnection offer for L. 33-1 operators and for L. 34-1 operators are different.

Interconnection offer for L. 33-1 operators


local exchange interconnection
single trunk exchange interconnection
dual trunk exchange interconnection

Direct interconnection
yes
yes
yes

Indirect interconnection
yes
yes
no

Interconnection offer for L. 34-1 operators


local exchange 
single trunk exchange
dual trunk exchange 

Direct interconnection
no
yes
no

Indirect interconnection 
no
yes
no

Diagram n° 2




Diagram n° 3 :




b. Description of services


The following description shows how the different network components are used for interconnection in each of the call routing services (cf. above diagram n° 1)

A call using local exchange interconnection for indirect interconnection is made by one of France Télécom’s local subscribers.  It is carried over the local loop, the line interface module, the secondary and primary feeder network to the interconnected operator’s point of presence (POP) at the local exchange.  In direct interconnection the call is routed by the new operator to its point of presence at the local exchange and is delivered to the called party though the same network components. 

A call using single trunk interconnection for indirect interconnection is made by one of France Télécom’s customers. It is carried over the local loop, line interface module, the secondary and primary feeder networks, the junction network, the regional network, and a trunk exchange to the interconnected operator’s point of interconnection at a trunk exchange. In direct interconnection, the call is routed by the incoming operator to its point of presence at the point of interconnection then it is delivered to the called party. 

A call using dual trunk exchange interconnection (indirect interconnection) is routed by the incoming operator via its POP to a France Télécom’s point of interconnection (on the diagram POI 2) corresponding to a trunk exchange area  (TX 2) which is not linked to the called party. It thus uses the interconnection network to reach the called party on a trunk exchange in trunk exchange area 1, via a trunk exchange on POI2 (dual refers to the two trunk exchanges used in delivering the call). The call is then delivered to the called party, as for direct single trunk exchange interconnection. 

2. Ancillary and advanced services and functions 

a. New services

The decision of 30 October 1998 completed the list of ancillary and advanced services and functions
, by providing for two new services in the standard interconnection offers of operators with significant market power.  The first was switched access to Virtual Private Networks (VPNs), and the second was access to special ancillary and advanced services and functions.

Virtual Private Networks
This is a network facility provided over one or several public networks for a closed user group. The latter is defined, in the opinion published by ART on 30 May 1997, as “ a group which has a common interest and is sufficiently stable to be identified as an entitiy which exists prior to the provision of the telecommunications service ”. The VPN service responds to corporate internal (within the user group concerned) and external (towards public network users) communication requirements.  It enables companies with sites located far apart to have access, on the operator’s network, to what seems to be a private network, with the company’s own internal numbering plan.  It fulfills the same functions as a private automatic branch exchange (PABX), while saving customers from having to invest in the latter.

VPN services are designed to meet growing corporate demand, particularly for nationwide coverage.  They therefore contribute to regional development.    

Following multilateral discussions within the interconnection committee, France Télécom proposed an offer enabling users to access a VPN service provided by other operators and service providers, in its standard interconnection offer for 1999.

In its decision approving the standard interconnection offer, ART stated that this service, which enables call collection and conveyance to mobile subscribers outside the public network, should under no circumstances be used for international re-routing of mobile calls, which is detrimental to market equilibrium.  Consequently, in its conditions for using VPN numbering resources, ART prohibits call collection from the public national numbering plan.

Access to special ancillary and advanced services and functions: As the special services market (cf. figure) is likely to expand massively over the next few years, it is essential to ensure that the rapid emergence of effective competition on this market.  In other countries, where these services have been provided in a competitive environment for several years, e.g. the United States and the United Kingdom, the market has grown fast.  Special services are an important source of revenue for operators, contribute to job creation, and meet consumer demand for enhanced services and functions.

Figure n° 6: special ancillary and advanced services and functions

Special services


In economic terms, the international telecommunications sector generally defines special services as services which offer added value over the traditional telephone service, either in terms of pricing, or in terms of enhanced functions (information, audiotex). They are identified by special numbers.

We generally distinguish between special services which are free of charge (freephone numbers) and special services which are charged.  Within the latter the distinction is drawn between shared cost services (e.g. Azur numbers, where the cost of the call is shared between the caller and the called party), and shared revenue services (e.g. audiotex services, where the price paid by the caller is shared between the called party and the operator).

In the posts and telecommunications code, the paragraph entitled, “ Special services”, comprises the following: article D. 308 – call reception and processing service; article D. 309 – conference call service; article D. 310 – call reminder service; article D. 312 - information; article D. 315 – calls outside the normal service hours; article D. 316 – telephone interview service. This paragraph, which was written before the 1996 Telecommunications Act, does not correspond to today’s reality, as technology and the industry’s economy has changed profoundly since it was written. So it needs updating.

Special ancillary and advanced services and functions

In its decision on special services, ART describes the various types of service which fall within the scope of this category in 1999.  They are the services which can be identified by the following numbers:

- numbers beginning with 08, with the exception of VPN access numbers (beginning with 085) and Internet access numbers (beginning with 0860);

- short, 3BPQ-format four-digit numbers (e.g. those used to access calling card services) ;

- special numbers, with the exception of emergency numbers.

These numbers enable access to calling card services, corporate freephone numbers and a range of information services. 


In its decision on special services, ART set out the principles on which these offers should be based, in terms of third party billing, traffic re-routing, collection on behalf of a third party, billing and price setting.  The offer of access to this type of service, which France Télécom has included in its standard interconnection offer, at ART’s request, partially fulfills these principles.

b. Additions to be made in 1999

Two services are to be added to the standard offer for 1999:

· Collection for a third party of traffic to “ 3BPQ ”short numbers: this service enables a network operator to collect traffic from France Télécom’s network, on behalf of another operator, which has no infrastructure in that specific geographic area. This service targets telephone service providers (L. 34-1), which wish to provide their service throughout the territory, without having to deploy a network.

In its decision on special services, ART stated that “ operators should have the possibility to entrust the operator of their choice with the collection of traffic to special services from the network of an operator with significant market power, so as to guarantee access to these services throughout the territory. ” 

The standard offer proposed by France Télécom from 1st January 1999 does not explicity provide for the collection for a third party of traffic to 3BPQ-format numbers.  These numbers are special numbers (cf. figure), which are generally used by telephone calling card service providers.  However, the collection for a third party of calls to 08 numbers is listed as a special service in the standard offer.

By placing special services under the indirect interconnection regime, the standard interconnection offer improves the pricing conditions currently imposed on network operators and telephone service providers in their coverage area.

In order to enable operators which have made considerable efforts to provide partial or total nationwide coverage to benefit, ART has approved the provisions proposed by France Télécom, while stating that they should be supplemented by 1st May 1999 to enable the full implementation of its decision on special services. If this is not done, France Télécom’s partial application of this decision could hinder market development and impede competition, given the fact that France Télécom itself uses this service. 

· Third party billing: this is the possibility, for new entrants, to entrust France Télécom with billing for the services they offer their customers via interconnection.  Interconnection agreements must include a description of the third party billing services that one of the parties wishes to use.
 In the case of special services, third party billing only concerns services which are charged, and not services which are free for the caller.  The provision by France Télécom of a third party billing service is essential for effective competition, as the market is developing rapidly.  The implementation of carrier pre-selection from 1st January 2000 means that this service will also be used for the call-by-call carrier selection services, which will still be available after this date. 

New entrants will find it easier to provide special services if they can avoid having to set up billing systems.  The latter are expensive to set up, especially in relation to expected revenue, which fluctuates considerably for this type of service. 

France Télécom has listed third party billing for special services in its standard interconnection offer.  However, it expects the associated arrangements to be negotiated and decided between the operators, as part of the interconnection agreement.  ART has agreed that this would leave operators more leeway to reach a common agreement on these offers, and has recognised that it conforms with its decision on special services, which states that prices of calls to special services should be negotiated as part of the interconnection agreement.  ART has nevertheless stated that the operator which has been allocated a number enabling the service to exist, should generally be responsible for setting call prices. It has also stated that the bill for special services should either be integrated in the bill sent by France Télécom to its subscribers, or attached to it (depending on the third party operator), and that the consumers should be able to make one payment for the whole amount. 

With regard to third party billing for shared revenue services, France Télécom stated in its standard offer that it would  “ submit to ART’s approval the conditions and timescale for opening billing services, before 30 June 1999, as required by the public authorities’ code of ethics ”. ART stated that even if France Télécom believed that the code of ethics should be amended,
 on certain points, before opening all these services to effective competition, it should nevertheless make third party billing available immediately for all services which conform to the current code of ethics. 

C. Interconnection conditions

1. Interconnection supply time

France Télécom’s standard interconnection offer now has an important new component, which lays down the deadlines for the supply of interconnection.  This is  nine months for general interconnection, seven months for extension of capacity at exisiting points of interconnection, four months for the first point of interconnection in a trunk exchange area (for four first-level data stream capacity units
 of 2 Mbit/s at the operator’s point of interconnection). These supply times are shorter than those set out, when they exist, in the interconnection agreements signed to date by France Télécom.  They also give interconnected operators better guarantees than the clauses in the interconnection agreements. 

According to France Télécom, these supply times may seem long as in the early stages of opening up the market there is a high demand for interconnection from operators.  ART nevertheless found that the maximum supply time should be shortened to bring it into line with the European average, which is six months for interconnection and three months for extension of capacity. France Télécom should be capable of meeting such supply times when its standard interconnection offer for 2000 is published.

2. Interconnection typology


In order for interconnection to be effective, most often it is necessary to connect two networks or services to each other.  Links (e.g. optical fibres) are used to convey calls between the operators.


Various types of interconnection are possible. France Télécom proposes three in its standard interconnection offer for 1999.

Co-location at the incumbent’s site (the operator installs its equipment on France Télécom’s premises) and supply of an interconnection link (France Télécom installs its equipment on the operator’s premises) were already listed in the standard offer for 1998.

In-span interconnection, which is the intermediary between these two (e.g. the point of interconnection is located on the public domain), was added to the 1999 standard interconnection offer, at the request of market players, based on the example of the service offered by British Télécom to its competitors in the United Kingdom. 

France Télécom’s new standard interconnection offer is more varied and includes other new types of interconnection.  New entrants can share cables in order to enjoy co-location and in-span interconnection.  Operators and telephone service providers’ interconnection links can also be supplied by third parties.  These new options enable public network operators (in the case of co-location or in-span interconnection) to share the building costs, to reduce the number of ducts used by new entrants, and to access premises called footway boxes, which are located adjacent to France Télécom’s premises. 

3. Better security

In its standard interconnection offer for 1999, France Télécom proposes new offers enabling operators to make their interconnection architecture more secure. 


These offers support shared interconnection in the Ile-de-France area, connection to two points of interconnection in each trunk area, connection to a point of interconnection with two different types of connection link, or using co-location or in-span interconnection with two cables in the same footway box, or one cable in two different footway boxes. 

These are not the only offers availble.  Others may be negotiated in interconnection agreements, such as the possibility to interconnect several switches at the same point of presence/point of interconnection and a service offering better traffic conveyance to the point of interconnection  in the case of excessive traffic at the local switch.  The latter option is more complex and may require testing with the interested operators, before adding it to the standard offer. 

4. Definition of a new interconnection interface

A common interconnection interface needs to be defined in order to make interconnection between public network operators or public telephone service providers possible in practice.  This enables the networks required for the provision of the telecommunications services to communicate and exchange information.  It is needed for example, to set up a telephone call between two users connected to the local networks of two different operators. 

The term “ interconnection interface ” refers to an ensemble of technical rules, which  set out the physical arrangements for interconnection, the advanced services and functions accessible from the interface between the two networks, the control mechanisms for these services, and even the billing and operating arrangements. The number and type of interconnection interfaces used depends on several parametres: 

· the type of telecommunications services provided: telephone service, broadband services, IP services, etc.;

· the technology used;

· technical architecture of the interconnection offer, i.e . the network access points (telephone circuit at an exchange, subscriber line to the distribution frame, service data base for an intelligent network, etc.).

The signalling interface
 is an important component.  It comprises the mechanisms for commanding the services which are accessible via interconnection. The capacity of this interface (particularly the syntax and semantics of the data exchanged) conditions which services may be accessed via interconnection, and how they interwork. Obviously, access to these services also depends on other factors, such as the technical status of the networks concerned (infrastructure, terminal equipment) and operators’ commercial interest in widening the range of services which are accessible to customers over different networks. 

The competitive environment should stimulate two trends : innnovation, and the customer-tailoring of services.  Service innovation which will shorten the lifespan of services generally, and the tailoring of services to consumers’ needs will result in highly-varied offerings, favouring proprietary solutions
 and perhaps even reducing service interoperability. The latter needs to be avoided, as only the incumbent with its broad subscriber base, stands to gain from such a situation.

If all players define an interconnection interface from the outset, there will be more services accessible between subscribers to nationwide networks, and end-to-end interoperability will be enhanced. Market parties would still be able to follow through their commercial strategies and the influence of the incumbent could be better controlled.

The standard interconnection offers published in 1998 and 1999 by France Télécom propose an interconnection offer for the switched telephone service.  The associated interface uses n°7 signalling for ordering the telephone service and SSUTR2 for the associated enhanced services. This proprietary signalling system, which is similar to the signalling used on France Télécom’s network, has already been used to connect GSM mobile networks to France Télécom’s fixed network. 

This signalling system supports functions similar to those offered over the international signalling introduced at the beginning of 1990 in the international telephone network to interconnect national ISDN networks.  However, its limitations are now clear.  t will be unable to cope with predicted demand, as it was designed specifically for the French market and lacks the backing of the industry.

To remedy this situation ART used the provisions set out in the posts and telecommunications code
, to propose introducing a new signalling interface, from the year 2000, to interconnect all fixed and mobile operators’ networks. 

ART’s proposal followed the ONP committee’s recommendations, which were to adapt the latest version of the European “ ISUP ” standard, which was recently adopted by ETSI, to the French network. Choosing an international standard would facilitate future upgrading and the ensuing economies of scale would bring down development costs.  Unlike traditional signalling such as “ SSUTR2 ”, the ISUP protocol is designed to be flexible and adaptable.  It supports the interconnection of networks with different functional levels and thus enables different types of network to be interconnected, to some extent. 

ART has tried to obtain as wide a consensus as possible on the definition of this interface, which will partially determine interconnection conditions in the future.  The interconnection committee were set the task of defining it, in accordance with the interconnection decree of 3 March 1997. And a working group, chaired by ART, comprising the major operators and manufacturers, was given the responsibility of adapting “ ISUP ” to the French situation.

Certain options have been chosen in order to simplify the standard, and it has been adapted to integrate national specifications necessary for the competitive environment (carrier selection, portability,..). The working group finalised a number of documents at the end of November, most of which are available in English.  The French version has been available since the beginning of 1999.

The new signalling interface is called “ S.P.I.R.OU. ” (Signalisation Pour l’Interconnexion des Réseaux Ouverts).  It comprises all the specifications for basic telephone call signalling commands, advanced services and functions, and interworking with user access signalling and intelligent network protocols.

It will provide operators and service providers on the French market with a common technical reference, for interconnection, while supporting service interoperability to a certain extent.

It will also enable manufacturers to develop products for a variety of French market players, which using technical options in line with global market developments.

Finally, it will be used as the basis for discussions on changes to the technical  interconnection interfaces listed in the standard offers of operators with significant market power.

This is the first step towards a neutral, adaptable technical standard.  It will be developed further when market parties express the need to do so, and when changes are made to the standard on which it is based. 

D. Interconnection tariffs 

The interconnection tariffs listed in the standard offer must be cost-based.  The method used by ART to calculate them will be adapted.  The decree of 3 March 1997 on interconnection laid down a provisional method based on historic cost accounting
. At the same time, it required ART to establish a method to reflect costs more accurately, in the long term.  Until this method has been established, ART will use the cost accounting method.  
Thus, when approving the standard offer for 1999, ART implemented article D. 99-19 of the posts and telecommunications code, which it had already used for the 1998 standard offer, which stipulates that “  the interconnection tariffs for a given year shall be based on relevant forward-looking average historic costs for the year in question, evaluated by the telecommunications regulatory authority and also taking into account:

· new operators’ efficiency with industrially-available state-of-the-art technology;

· international benchmarks for interconnection tariffs ”. ”

Before approving the standard interconnection offer, in order to determine which costs would be taken into account for setting interconnection tariffs, ART adopted several decisions: 

· laying down the types of costs and stipulating how relevant costs would be determined for operators with significant market power
 ;

· setting the rate of return on capital employed
.

Furthermore, France Télécom’s accounts were checked by an independent auditor. 

1. Determining which costs are relevant for setting tariffs

Under articles D. 99-12 and D. 99-18 of the posts and telecommunications code, ART is required to make a list of the costs and to specify how relevance of costs is determined with relation to France Télécom’s standard interconnection offer.

a. Nomenclature of costs

They include :

· general network costs, which are shared between interconnection services and other services, in proportion to each service’s actual use of the general network;

· costs specific to interconnection services, which are fully allocated to interconnection services;

· common costs incurred by the telecommunications operator’s activity which are relevant and which are charged to both interconnection services and to other services.

With regard to general network costs, ART decided that it was necessary to distinguish between those incurred at the local exchange and those incurred on subscriber lines.  As these components are not used to the same extent by different types of services, this distinction is required to ensure there is no undue discrimination. In the absence of detailed information, in 1999 it was decided to allocate 60% of local exchange traffic costs to the local exchanges, and  40% to subscriber lines. The costs of buildings which were not allocated were included in the general network costs and considered not to be relevant common costs. 

The relevant common costs for 1999 did not include personnel costs relating to retirement pensions, which were included in the costs used to determine the 1998 standard offer.  The relevant common costs were shared out among other relevant costs (general network costs and costs specific to interconnection services).  This was done by marking up general network costs and interconnection costs.  For 1999, the mark up was set by ART at 7.82%.

b. Return on captial employed (ROCE)

The cost of capital employed in interconnection activities is also used to determine interconnection tariffs.  For companies financed by debt and equity, the cost of capital will be a weighted average cost of capital from both sources. Debt incurs interest payments to the creditors, and equity requires payment for the risk taken by shareholders.  These two components are taken into account to determine the weighted average return on capital employed. 


Pursuant to article D. 99‑22 of the posts and telecommunications code, ART is responsibly for setting the rate of return.  Based on an independent consultant’s report, and after hearing France Télécom’s views, ART set this rate at 10.90% for 1999. The rate was 11.75 % for 1998.

c. Audit of France Télécom’s accounts

France Télécom’s accounts were audited by the independent firm, KPMG Audit. The audit covered the system used to calculate France Télécom’s costs for 1996, which were the lastest available accounts.  The auditor was required to ensure that the costs were relevant and to validate the accounting keys, to issue recommendations on the accounting system, to verify that the forecast costs for 1999,  based on those of 1996 were objective, and to ensure that the computing system used to calculate costs was in conformity with the accounts.  When its work was completed it issued a conformity certificate on France Télécom’s cost accounting system. 

2. From costs to tariffs

Once the network cost components have been established, several operations are undertaken to evaluate interconnection tariffs. 

First, it must be decided how the various network cost components are to be shared between the various charges:  for basic services, there are two types of charge:

· capacity charges: for interconnection to the operator’s point of presence, the link between the point of presence and the trunk exchange is dedicated to the operator which has requested interconnection.  France Télécom charges a fee based on the transmission capacity provided to the operator.  Capacity is measured in increments of 2Mbit/s. The corresponding fee is charged in French Francs per increment per annum.

· call charges: the facilities located between the exchange (local or trunk) and the subscriber line, are shared between the new entrants and France Télécom. So they are priced according to call duration and each party’s usage. France Télécom is not paid through interconnection tariffs for use of the local loop as its cost is supposedly compensated by subscriptions.

Also, at the trunk or local exchange, the part of the facilities reserved for each operator is capacity charged, and the part which is shared is charged according to call duration:  the percentage split between these two is generally 40% capacity charging and 60% call charging. 

France Télécom had initially proposed an additional charging system, using a call set up charge, based on the number of calls.  This was not included in the standard offer for 1999. If such a charge had been introduced costs would have been shared differetly between the different charges.

Then routing factors needed to be determined.  These represent the average consumption by the service of each of the network components.  The average is calculated between the Ile-de-France and the south, but is also a statistical average based on various routing probabilities for a call within France Télécom’s network. Distance is irrelevant: if a transmission component is used, it counts for one unit, regardless of its length.

The costs obtained for each of the services do include general network costs.  But the following are added:

· costs specific to interconnection, which have only been allocated for part of the duration: 40% in proportion to interconnection traffic volume and 60% in proportion to the interconnection service revenue;

· relevant common costs with the above-mentioned mark-up.

Finally, the tariff obtained is multiplied by a coefficient based on the time of day when the call is made.  From 1st March 1999, there will be two time brackets, similar to those applied to retail tariffs:  peak hours from Monday to Friday from 8am to 7pm (except on public holidays), off-peak hours for the rest of the time.  In 1999, the value of these coefficients was 1.165 and 0.75 respectively.
3. Basic service tariffs


As stated in the posts and telecommunications code, France Télécom’s standard interconnection offer “ contains the various conditions required to meet, on one hand, public network operators’ interconnection demands, and on the other hand, network access requirements for public telephone service providers”.

a. Tariffs proposed to L. 33-1 operators

On average, in comparison with the 1998 standard interconnection offer, the tariffs for each of the three services (local exchange (LX), single trunk and dual trunk interconnection) have been lowered by 14.4%, 14.5% and 13.9% respectively, which is an average reduction of 14.4% for L. 33-1 operators.

Time-of-day charges

centimes/min

1999

1998
1999/1998 Change



Peak
Off-peak
Peak
Off-peak
Peak
Off-peak

Local Exchange
         4.03   
         2.60   
         4.69   
         3.22   
-14.1%
-19.3%

Single trunk
         9.81   
         6.32   
       11.40   
         7.83   
-13.9%
-19.3%

Dual trunk
       14.60   
         9.40   
       16.77   
       11.51   
-12.9%
-18.3%

Capacity-based charges (per data stream unit in 2Mbit/s increments )

FF/increment/year
1999
1998
1999/1998      change

Local Exchange increment 
 30 740   
      34 450   
-10.8%

POP increment
      43 360   
      47 590   
-8.9%

b. Tariffs proposed to L. 34-1 service providers


On average, the tariffs for switched traffic routing services offered to L. 34-1 service providers were reduced by 13.8% in 1999.

Call duration tariffs


These tariffs are 40.7% higher than those offered to L. 33-1 operators.

centimes/min

1999

1998
1999/1998 change



Peak
Off-peak
Peak
Off-peak
Peak
Off-peak

Single trunk
         13.80   
         8.89   
       15.84   
         10.87   
-12.9%
-18.2%

Capacity-based tariff  (per increment)

FF/increment/year
1999
1998
1999/1998 change

POP increment
      43 360   
      47 590   
-8.9%

c. International benchmarks

Benchmarks place capacity charging at 2.4 million minutes per data stream unit per annum.  60% of the calls made are in peak hours and 40% off-peak. If call set up charges apply they are calculated on the basis of a 3-minute call.  The exchange rate used was 1998 purchasing power parity.
 The interconnection tariffs used were those that apply from 1st January 1999, with the exception of Sweden.

For some results a high and a low value have been given. This is because two benchmarking methods were used:  one based on the straight comparison of services, and another which readjusted the results in relation to the number of lines giving access to each of these services.

The method is different from the one used by the European Commission.  Here only direct interconnection services have been compared, excluding capacity-based costs;  the exchange rate here is also based on purchasing power parity. 










4. Tariffs for other services

a. Interconnection links

The price of a 2 Mbit/s interconnection link comprises a flat-rate charge for access to the service and a length-dependent part.  For L. 33-1 operators, the charges for access to the service were reduced by 11% between 1998 and 1999 (FF15 200 per link compared with FF17 000 in 1998).

The diagram above shows changes in the length-dependent part for the links to the operator’s point of presence (the diagram for links to local trunks would be similar).  It shows that in 1999 there will no longer discontinuity for 1km.




For L. 34-1 operators, the charges for access to the service and the distance-related charges are 30% and 2.5% higher respectively than those for the interconnection link to L. 33-1 operators’ point of presence in 1998.

b. Portability

Portability is a service enabling users to change their local loop operator without changing their telephone number.  A ported call is a call to a user that has subscribed to this service.  The call is first routed “ normally ” to the local exchange, which corresponds to the code in the ported number.  It is then “ re-routed ” to the local loop operator’s nearest point of presence, before being carried to the subscriber.




A ported call does not use any of the basic services listed in the standard interconnection offer.  It is a direct interconnection service provided by the local loop operator.  France Télécom therefore pays the local loop operator for direct interconnection.  A surcharge is added to this payment to cover the cost of portability.

There are two types of surcharge: 

· a surcharge for dealing with the call at the ported number’s local exchange;

· a surcharge due to tromboning, which is the “ detour ” required for a ported call.  This surcharge is calculated as the “ difference ” between the cost of an interconnection call to the ported subscriber and the cost of the call in question.

If the local loop operator is interconnected at the local exchange, it only pays the surcharge for conveyance as the routing is the same.

If the local loop operator is interconnected at the trunk exchange, the difference in routing will depend on the origin of the call.  It could be a local call, a call from another exchange in the same local service area, or a call from a trunk exchange, as shown in the following diagrams :

Call origin
Interconnection call 


Call with portability 

Local call






Call from a local exchange in the same area






Call from a trunk exchange





Legend

Origin of the call





Local exchange to which the caller is connected






Local exchange to which the ported number code is associated






France Télécom’s trunk exchange 




This shows that the routing is the same a local call.  For calls from another local exchange in the same service area, the ported call uses one link more between the local exchanges, than in the case of an interconnection call.  If a call arrives from a trunk exchange, the ported call requires an additional two-way local exchange-trunk exchange link.

The standard interconnection offer lists three types of services relating to portability : 

· processing the request for number transfer (charge per number  ported) ;

· processing specific routing for portability (flat-rate price per technical trunk service area defined by France Télécom) ;

· transfer of ported calls (priced in relation to call duration).

The price of the first service has been lowered by 22%. The second was redefined for 1999 as France Télécom had omitted certain costs relating to this service in 1998.

Conveyance of ported calls

1999

1998
1999/1998 change


centimes/min
Peak
Off-peak
Peak
Off-peak
Peak
Off-peak

Interconnection at LX
0.70
0.45
2.23
1.53
-68.6%
-70.6%

Interconnection at TX
5.92
3.81
10.30
7.07
-42.5%
-46.1%

The charge for carrying ported calls was reduced by around 70% and 45% depending on whether the local loop operator was interconnected at the local exchange or at France Télécom’s trunk exchange. It is calculated in the same way as basic service tariffs (routing factors, mark-up) but does not include costs specific to interconnection.  The local loop operator uses this tariff to determine whether portability is economically viable and whether or not to offer the service. 

5. Tariffs from public payphones 

Some operators offer calling card services from France Télécom’s public payphones.  France Télécom asked the operators that provide these services to pay a surcharge on their interconnection tariff, to cover the use of the public payphone network, from 1st March 1999.

France Télécom argued that this would be justified for the following reasons:  for calls to or from France Télécom’s residential subscribers, interconnection tariffs do not take into account the costs of the subscriber line insofar as these are supposedly covered by the subscription paid by the residential customer; however, subscriptions are not required for use of public payphones.  The surcharge would therefore be calling card operators’ contribution to the cost of public payphones.

Discussions are currently under way on this issue, and France Télécom’s CEO has decided to schedule the implementation of this fee over the two months from 1st March 1999. 

In its decision approving the standard interconnection offer, ART recalled that this surcharge could only be applied when ART has issued a reasoned approval on the matter. 

For ART, this means:

· identifying which costs are relevant in calculating the surcharge, from the following facilities:  the public payphone’s line, the booth and the telephone set.  Operators already fund telephone booths to some extent, in their universal service contribution. Some costs are not relevant for calling card service suppliers, especially those concerning smart cards, which are only used by France Télécom ;

· ensuring that the surcharge which is designed to pay for use of the public payphone network does not evict calling card operators from the public payphone call market. 

6. Perspectives

Over the next few months, ART will continue the work it has begun in several areas: 

· studying the rules of cost relevance and accounting separation to be used for the year 2000 ; in this perspective, ART will assess the relevance of several cost-orientation options;  this will mean introducing a call set up charge, possibly rebalancing dual trunk tariffs (distance-dependent dual trunk), drawing the distinction between direct and indirect interconnection tariffs, choosing a time-of-day pricing system used and introducing one-off services (which means being able to identify the costs specific to certain operations, such as opening up a number or increasing capacity).

· studying the principles and methodology to be used for interconnection service pricing, particularly with regard to special services and covering the fixed costs of public payphone provision;

· evaluating the costs of preselection, which has to be implemented by 1st January 2000 at the latest.

ART is continuing to work towards progressively implementing long run average incremental costing.  The aim is to have a cost reference with true economic relevance. 

For ART implementing this methodology entails:

· assessing the global effectiveness of the costs; 

· clearly finding proof that the costs correspond to certain production units for common costs, and  establishing the relation between costs and volume; 

· assessing the value of assets based on optimal network sizing (architecture, infrastructure and equipment), the use of industrially-available state-of-the-art technology and upgrading techniques integrating new investments.

These critieria need to be met to ensure that the accounting data obtained from companies is credible.  ART believes that significant progress will be made in this direction as it builds on the work achieved during 1999. 

The first point was already satisfied for the approval of the 1998 standard interconnection offer.  In evaluating interconnection tariffs for 1999, ART fulfilled the second by laying down the list of costs and the rules of relevance.  However, although progress has been made in the right direction, interconnection tariffs are not yet based on long run average incremental costs. 

III. International interconnection

A. Terms of the standard interconnection offer

The standard interconnection offer also lists outgoing international interconnection tariffs (i.e. for international calls from France) for L. 33-1 operators. These tariffs are reviewed quarterly, to bring them into line with changes in bilateral agreements between France Télécom and its foreign counterparts, and fluctuations in exchange rates. 

In addition to national network costs, these tariffs include the cost of the international part of France Télécom’s network, as well as an international settlement rate, which differs according to destination. In the accounting rate system, the settlement rate is the tariff negotiated between two operators, in this case between France Télécom and an operator in a foreign country, which corresponds to the payment by an operator in one country to an operator in a foreign country for terminating a call on its network.  From 1st January 1999, and for the first time, an additional charge will be applied to calls delivered to mobile phones in the United Kingdom.  To maintain a balance in the settlement rates, this means that an additional  will also be levied on calls from the United Kingdom to mobile phones in France.

B. International interconnection and the accounting rate system 
Until recently, the routing of international calls relied on co-operation between operators which were in a monopoly position in their own country.  The tariffing principles, set out by the accounting rate system, enabled interconnection between the foreign operators.  But this system, which functioned under the aegis of the ITU now needs to be reviewed, for several reasons :

· liberalisation of the main telecommunications markets, as there are now competitors as well as incumbents, putting severe downward pressure on prices, especially for international calls;

· technical advances, with options such as automatic recall and traffic re-routing.

These changes have led operators in the most liberalised countries to push for reductions in the accounting rates for all destinations.  However, any reforms to the system need to take into account the situation in developing or less-developed countries, where the collection of settlement rates has been an important source of strong currency. 

Due to these upheavals in the market environment and increased competition, the ITU set up a specialised group in 1998 to work on changing the accounting rate system.

1. Work on reforming the accounting rate system

The world telecommunications policy forum highlighted the need to reform the international accounting rate system in Opinion C.  ITU-T study group 3 was thus invited to draw up transitional arrangements leading to the adoption of cost-oriented accounting rates.  It was also asked, in association with the director of the telecommunications standardisation bureau, to set up a specialised group to draft these proposals. 

The specialised group submitted its final report on 6 November 1998 to the director of the telecommunications standardisation bureau. 139 members of the 64 countries participated in the work and 72 contributions were received. If the report is approved if will become annex E of ITU-T Recommandation D-140, entitled "General pricing principles ”.  However, there was no consensus on it at the last meeting of the ITU-T in December 98.

The work, which focuses on producing guidelines for relations between non-liberalised countries, may be one of the ITU’s last chances to agree on regulations for cross-border interconnection. The work undertaken by an ITU group of rapporteurs on cost methodology will thus be followed with great interest during 1999.

2. Migration towards a cross-border interconnection system

Before 1997, traffic within the European Union was treated like international traffic. But the new regulatory framework within the European Union is moving towards an internal  telecommunications market, particularly through the ONP directives.  The main result will be cross-border traffic within the European Union will be treated like national traffic.  That would mean replacing the accounting rate system for all telephone traffic within the Union by a cross-border interconnection system. 

However, this would pose technical problems. These were summarised in ART’s contribution to the work of the ECTRA/TRIS project team. Indeed it appears that there may be different rules between the countries.  Other issues also need to be addressed, such as the interconnection signalling in the called party’s country, the allocation of a semaphore code on the other side of the border and the type of connection (co-location, interconnection link, in-span interconnection.

From an economic viewpoint, this new system would enable a break-away from accounting rates (and hence from paying settlement rates) and would significantly reduce the cost of international calls. But it is still not known whether the first operators to offer cross-border interconnection will benefit (issue raised during the IRG’s cross-border interconnection workshop). 

Competition has also thrown open the question of interconnection with non-EU countries.  When cross-border interconnection is applied between the member countries of the European Union, to what extent – and under what conditions of reciprocity – will non-EU countries be allowed to benefit from the same system ? Widespread application of the system could lead to a distortion of competition, to the detriment of the European Union countries.  But if the system is too restrictive it may be criticised by the signatory countries of the WTO agreement on basic telecommunications.  This question will also be studied carefully during 1999.

Chapter IV:  Terminal equipment standardisation and conformity certification

I. Technical regulations

Pursuant to article L. 34-9 of the posts and telecommunications code telecommunications terminal equipment conformity assessment procedures and the corresponding technical regulations are laid down by decree. The regulations define, in technical terms, the various essential requirements that terminal equipment must meet, in order to be “conformity certified” (electrical safety, interworking of the terminal equipment with the public network).  They also list the tests that manufacturers must perform before placing their equipment on the market.

The decree of 2 April 1998
 lays down a framework for terminal equipment conformity assessment, according to the essential requirements set out at European or national level, and depending on the degree of technical harmonisation in the different fields of telecommunications.

Technical regulations applicable to telecommunications terminal equipment conformity assessment that have been defined at national level, are called national technical regulations. Those defined at European level are known as common technical regulations (CTRs). 

A. National technical regulations

The existence of national technical regulations is justified for specific requirements, such as the interface to access France Télécom's public network, or access to radio spectrum which has not yet been harmonised within Europe.

According to the decree of 2 April 1998, ART is responsible for adopting national regulations.  These regulations are drafted by a joint working group (GCT), which comprises the various interested parties (operators, manufacturers' unions, test laboratories and users), and is chaired by ART.

The bulk of ART's work on wireline technology consists of revising the existing technical regulations in order to remove requirements that have become obsolete, such as those concerning access to equipment that is indirectly connected to the public network or local functions provided by private switching systems. Simplification of the regulations is aimed at preparing for the new terminal equipment directive which will come into force at the beginning of 2000 (cf. infra).

The new technical rules concerning radio technology, that have been (or will soon be) published, aim to implement the standards developed by the European Telecommunications Standards Institute (ETSI) in the new frequency bands laid down by CEPT decisions or recommendations, particularly for short range devices (SDRs) and for analogue Private Mobile Radio or digital Trans European Trunked Radio (TETRA) systems
.

B. Common technical regulations

The European regulations governing telecommunications terminal equipment are established pursuant to TTE Directive 98/13/EC
. The Approval Committee for Terminal Equipment (ACTE) is responsible for implementing this directive.  The Committee is supported

· in its technical regulatory work by the Technical Regulations Applications Committee (TRAC), which drafts common technical regulations (CTRs) on ACTE's behalf;

· in its technical and standardisation work by ETSI, which drafts the text to be used as the basis for common technical regulations, known as Technical Basis for Regulation documents (TBRs).

ACTE is chaired by the European Commission (DG XIII).  In addition to the Member States, its participants include the European Telecommunications and Professional Electronics Industry union (ECTEL) representing the industry, and the Association of Designated Laboratories and Notified Bodies.

Traditionally TRAC reported to the European Conference of Postal and Telecommunications Administrations (CEPT).  TRAC comprises representatives of operators, notified bodies and national regulatory authorities.

The French delegation at ACTE is headed by representatives from the ministry of industry (DIGITIP), and includes representatives of ART and of the manufacturers' union (GITEP).  France Télécom and the new entrant's association (AFOPT) participate as experts.

For systems that were harmonised from the outset, ACTE has adopted a wide range of common technical regulations, on subjects such as Phase II digital cellular mobile communications systems, the Integrated Services Digital Network (ISDN), satellite systems (S-PCN, VSAT, LMES) and interworking between Digital European Cordless Telecommunications systems (DECT) and ISDNs, and between DECT systems and digital cellular GSM systems.

One of ACTE's main achievements in 1998 was harmonisation in an area which traditionally has been regulated at national level -  attachment requirements (and telephonometry) of terminal equipment intended for connection to public switched telephone networks. The publication of CTR21 and CTR38 and the adoption of CTR37 will enable the emergence of a Europe-wide terminal equipment market (telephone sets and modems).  The European Commission's decisions have provided for a transitional period during which CTRs and national technical regulations will co-exist. 

II. New directive on telecommunications terminal equipment and radio equipment

Today, if a manufacturer wishes to sell telecommunications terminal equipment or radio equipment on the French or the European market, he must follow a conformity assessment procedure to ensure that the equipment meets the essential requirements.  In most cases, this procedure entails having the equipment tested according to a technical regulation and by a designated laboratory, then sending a conformity certification application to a notified body (in France, ART is currently the notified body). Once a conformity certificate has been issued, the manufacturer is authorised to place the product on the market.

For a number of years it has been clear that the current system of technical regulations and complex conformity assessment procedures is not capable of accommodating changes in the sector caused by the new technologies and services offered by network operators.  The European Commission thus decided to adapt the procedures for placing terminals on the market to these changes; it proposed adopting a new directive to replace the provisions currently in force for terminal equipment.

The new text was presented by the Commission on 30 May 1997.  It lays down the essential requirements that must be met and the procedures to be used to assess that equipment conforms to these requirements.

A. Content of the directive

Directive 99/5/EC, which was adopted on 9 March 1999, introduces fundamental changes to the terminal equipment conformity assessment regime
. The new directive has two underlying objectives:  to create a single market for radio equipment and telecommunications terminal equipment and to simplify the procedures for placing telecommunications terminal equipment on the market. 

The directive extends the scope of application of the former directive to radio equipment, lays down minimum essential requirements and replaces after-the-act conformity controls by controls prior to placing the equipment on the market.

1. Radio equipment

The scope of the directive is extended to include radio equipment, thus creating a single market for all telecommunications terminal equipment. Today, radio equipment is subject to national regulations;  Member States manage the frequency bands in which the equipment operates and performs the conformity assessment procedures. Manufacturers therefore have to obtain a national conformity certificate in each country where they wish to sell their product, and consequently the product is marked differently in each country. The new directive simplifies this situation by enabling manufacturers to undertake a single conformity assessment procedure which is valid in all EU countries.  The apparatus then receives European marking, which facilitates sales throughout the European Union.

2. Essential requirements 

Essential requirements are conditions that terminal equipment must fulfil before it can be placed on the market in Europe.  The current framework states that terminals must guarantee electrical safety, interworking with the network, and no undue harm to the network. The new directive limits these requirements to two minimum conditions:  the apparatus must provide electrical safety and electromagnetic compatibility; other requirements have been laid down, but are to be applied on a case-by-case basis.

3. Conformity assessment regime

The conformity assessment regime, which until recently provided for the issue of a conformity certificate before placing the equipment on the market, has been simplified;  it is now based on a declaration from the manufacturer and surveillance of the equipment once it has been placed on the market. This means that if a manufacturer wishes to sell terminal equipment in Europe he will no longer need to apply for a conformity certificate from a notified body;  he can simply declare that his product meets the essential requirements laid down in the directive, and then place it on the market.

ART participated actively in the negotiations on the new directive, within the French delegation. It endeavoured to take into consideration the concerns voiced during meetings with market parties, while encouraging development of the terminal equipment market and the emergence of competition on the services market.  ART therefore insisted on the following points:

· frequencies that have not been harmonised in Europe: some radio equipment (e.g. remote control units) use different frequencies in different European countries; so free circulation and placing on the market of this equipment would have created numerous risks of interference. It was therefore necessary to insert a safeguard clause in the directive to enable Member States to restrict the placing on the market of products that could create harmful interference.

· striking a balance between the various after-the-act conformity assessment procedures and market surveillance: the same procedures cannot apply to all radio and terminal equipment, efficient spectrum usage is particularly important.  A specific conformity assessment procedure has been established for radio equipment:  it offers greater guarantees, while leaving manufacturers with the responsibility for equipment placed on the market.  As it concerns verifying equipment on the market, tests that are useful for market surveillance were included in the directive (special marking, consumer information).

· encouraging the use of standards and ensuring that manufacturers have precise information on the interfaces used to access operators' networks:  by simplifying the conformity assessment procedures, the technical regulations that had been in force are removed.  Most of these were used to enforce ETSI standards. The importance of standards for interoperability; the conformity assessment procedures adopted encourage the use of standards. Standards also enable manufacturers to adapt the design of their equipment to the networks to which it must connect.  However, new technology might lead to and new services being offered over networks based on proprietary (or non-standardised) specifications  If this happens, terminal equipment manufacturers should be informed in a timely fashion of the technical characteristics of these networks, to enable them to manufacture equipment that is adapted to the effective provision of these services to users.

B. Transposition

Directive 99/5/EC must be transposed into French law before 7 April 2000. The minister of the economy, finance and industry, who is responsible for transposing the directive, called a meeting of all the interested administrations, in October 1998, to prepare for transposition.  In order to take into account the views of parties in the telecommunications sector, he asked ART to study the obligation incumbent upon operators to publish their interface specifications.  The national frequency agency was asked to assess the impact that the directive will have on the radio and terminal equipment market.

ART thus held a series of discussions with terminal equipment manufacturers and operators on their obligation to publish accurate and adequate technical specifications of their network access interfaces, before effectively providing services.  The discussions highlighted the complexity of the issues involved and covered questions such as how detailed the technical specifications needed to be, when the specifications should be published and the impact that this obligation could have on competition between operators.  ART will send proposals to the minister, to ensure that these difficulties are taken into consideration when the transposition provisions and ART's own decisions are drafted.

The study on the impact of the directive on the terminal equipment market showed that the provisions relating to radio apparatus, and in particular the possibility of prohibiting the sale of products that may cause harmful interference, would be difficult to apply.  Furthermore, these new provisions fundamentally change the role of the notified body; making it akin to the mission performed by an organisation specialised in radio technology.  A specialised agency could therefore be appointed to carry out the notified body's tasks.   The study concluded that it would be appropriate to approximate surveillance of radio equipment sales with surveillance of the radio spectrum.

Chapter V: Universal service

Opening the telecommunications sector up to competition has not undermined the public service missions that have given France a high quality telephone service, throughout the territory, at an affordable price.  In 1998, 94.8% of French households were connected to the fixed telephone service, and France had a high percentage of public phone booths (on average 4 per 1000 inhabitants), according to a study carried out by a specialised organisation
.

The Telecommunications Act of 26 July 1996 stipulated the content of the telecommunications public service, the main component of which is the universal service
. At the same time, it entrusted the telecommunications regulatory authority with evaluating the net cost of the universal service and the net contribution payable by telecommunications operators.  Since its creation, ART has evaluated the final cost of the universal service for 1997 and has forecast the cost of the universal service for 1998 and 1999.

I. Universal service obligations :  definition, cost and funding

A. Definition of the universal service

1. Definition

The universal service is the provision of a high quality service, to all, at an affordable price.  It includes the routing of emergency calls free of charge, and the provision of an information service, and subscriber directory in printed and electronic form.  It also guarantees telephone booths on the public domain throughout the territory. The universal service sets out special social tariffs and technical conditions for persons which might have difficulties accessing the telephone service due to a disability or low income.

France Télécom’s licence terms lay down its responsibilities with regard to phone booths.  The operator is required to install a booth in each local administrative area (commune) of less than 1 000 inhabitants, with an additional booth for every extra 1500 inhabitants up to 10 000. However, for administrative areas of more than 10 000 inhabitants, the operator is only required to make one phone booth available to the public.  In administrative areas of less than 20 000 France Télécom has to ask the mayor’s approval before removing a telephone booth.

2. Operator responsible for universal service

The legislator has designated France Télécom as the public operator responsible for the universal service.  However, “ any operator that accepts to provide the universal service throughout the territory and is capable of providing this service ” may be entrusted with providing the universal service.  Furthermore, other fixed telephone operators can also participate in providing the special social service
, which is an obligation for the operator in charge of the universal service.  If other operators wish to make this social service available for their own subscribers, they must ask permission from the telecommunications minister.  The latter must give a response within a period of two months following receipt of the request, after hearing ART’s opinion
 on the matter.

3. Cost sharing

The Telecommunications Act of 26 July 1996 stipulates that the cost incurred by France Télécom in providing the universal service is to be shared and supported equally by all operators.

B. Assessment of the cost of the universal service

1. Principle
The cost of the universal service is defined as the net cost
 incurred by France Télécom in fulfilling its obligation to provide this service.  It is evaluated by taking the operator’s accounts and assessing the different effects of two situations:

· the hypothetical situation where the operator would not have to fulfil universal service obligations, and would therefore only act in purely commercial interests;

-  the reality, whereby the operator fulfils its universal service obligations.

In the second case, the operator supports higher costs than in the first case, as it has to cover uneconomic areas or users, which it would not choose to do if guided by purely commercial interests.

2. The components of the universal service cost

The decree of 13 May 1997 on universal service funding
 states that the universal service cost comprises the following costs:

· costs due to France Télécom’s unbalanced tariff structure (cf. point 4): this transitional component is only included in the cost of the universal service while France Télécom is rebalancing its tariffs.  This phase will be completed by 31 December 2000 at the latest; mobile operators are exempt from this charge in exchange for territorial coverage commitments.

· cost of geographic averaging (cf. point 5): arising from providing territorial coverage to enable all subscribers to have access to the telephone, regardless of their location.  This cost includes, on the one hand, the cost of covering uneconomic areas, and on the other hand the cost of covering subscribers located in areas which are generally profitable, but which would not be covered by an operator if it only acted in normal market conditions.

The decree of 13 May 1997 entrusted ART with defining a model to evaluate these uneconomic subscribers
. This model was established in 1998 and was used to forecast the cost of the universal service for 1999.

· the cost of social tariffs :  these arise from the obligation to provide special tariffs for disabled and low-income customers ;

· the cost of providing telephone booths throughout the country ;

· the cost of the universal directory and the corresponding information service (cf. point 6).

3. ART’s role

The methods used for evaluating each of the components of the universal service cost, and the definitions of traffic volume to share out the burden between operators, were laid down by the decree on universal service funding.

ART sets out the method used for the assessment, applies it and then proposes to the telecommunications minister the net cost of universal service obligations, and operators’ contributions to the universal service cost.  The telecommunications minister makes a record of the amount
.

The decree requires ART to send a proposal to the minister, before 1st September each year, with its forecast of the cost of the universal service for the following year and before 15 October with its final assessment of the cost of the universal service for the previous year.  In 1998, ART thus evaluated the forecast cost of the universal service for 1999, and the final cost of the universal service for 1997. 

4. France Télécom’s unbalanced tariff structure

Preparatory work for the 1996 Telecommunications Act showed that France Télécom’s tariffs were structurally unbalanced, due to it being a state-owned monopoly and due to its public service missions. The price of the subscription was below cost, in order to enable the whole population to have access to the telephone service ; and to offset this cost long distance and international calls were priced above cost.

Opening up to competition obliged the incumbent to rebalance its tariff structure and cost-orient its tariffs in order to be competitive.  In a competitive environment, the markets that new entrants primarily target are those that are the most profitable.  The incumbent’s tariff structure, with subsidies between user categories would therefore not have been sustainable. The Act provided for a transitional funding mechanism for universal service, in order to support progressive rebalancing of the tariff structure.

Since the beginning of 1997, France Télécom has made significant changes to its tariffs.  These have included: 

· an increase in the price of the basic subscription and a reduction of 20 % for long distance and international calls (1st March 1997);

· per-second pricing of national and international telephone calls with a reduction of around 20 % for long distance calls and around 17% for international calls (1st October 1997);

· an increase of  FF10 inc VAT in the price of the basic subscription, with a reduction in long distance and international call charges (1st March 1999).

5. Modelling used to evaluate the geographic cost component

a. The cost of uneconomic (uneconomic) areas

To calculate the cost of uneconomic areas, modelling is used showing the economy of an operator that has rolled out a telecommunications network in France.  The model is based on France Télécom’s network, comprising 35 categories (or classes) of local service area, classified in terms of population density.  Costs and revenue are allocated to each of the areas, on the basis of information provided by France Télécom for its network as a whole.

The model shows how an operator behaves, by developing the network in the most profitable areas, which are supposedly those with the highest population density.  For each local service area, a net cost appears if the cost incurred by the operator to cover the area is greater than the direct or indirect income generated in that area.

b. The cost of uneconomic subscribers in profitable areas

The model created by ART to evaluate the cost of uneconomic subscribers in profitable areas is similar to the modelling previously mentioned.  In each area, the most profitable places are where groups of subscribers are located closest to the local distribution frame
. The cost depends on the distance separating subscriber groups from the local distribution frame.  It is thus possible to allocate a cost to each of France Télécom’s subscribers, according to how far away from the local distribution frame they are located.  

To make this modelling successful, it is necessary to assess which economic conditions would be needed for the operator to decide to serve individual subscribers.  In theory, an operator cannot generally when rolling out its network, between subscribers based on predicted consumption.  The revenue collected from serving a subscriber is independent of the location of the subscriber within the area.  An average is thus calculated to evaluate the revenue expected for each subscriber in the area.

For each subscriber, the net cost appears when the cost incurred by the operator for serving the subscriber is higher than the direct or indirect revenue generated by the subscriber.

6. Evaluating the cost of the subscriber directory

As there is no universal directory for all telephone operators’ subscribers, ART has evaluated the cost of providing such a directory by using cost and revenue data relating to France Télécom’s phone book, which is the closest directory to the universal directory mentioned in the Telecommunications Act of  26 July 1996.

C. Universal service funding arrangements
The universal service burden is supported by France Télécom, and funded by all telecommunications operators – including France Télécom – in proportion to their traffic volume, calculated in call duration. 

1. How operators perceive contributions


France Télécom funds the bulk of this cost as it has the highest traffic volume.  It receives two types of compensation from other operators towards its universal service burden: 

· until completion of tariff rebalancing and by 31 December 2000 at the latest, a charge is due to cover the cost of the first two components (France Télécom’s unbalanced tariff structure and geographic averaging), in addition to the interconnection tariff;

· payments to cover the cost of the other three components are paid into a fund managed by the deposit and consignation fund, which then makes payments to France Télécom. 


These two funding systems will coexist during the transitional period, which will end when tariffs are rebalanced.  After that time the four remaining components (geographic averaging, social tariffs, public phone booths, the directory and information service) will be financed by the universal service fund.

2. The universal service fund
Operators pay a provisional contribution into the universal service fund in three sums, at set dates, on 20 January, 20 April and 20 September of each year.  The following year, when the final cost is evaluated, the contributions are regularised, by 20 December at the latest.

The universal service fund and its control committee were set up in 1997.  The control committee is chaired by Pierre Parthonnaud, head council at the Cour des comptes; the two other members are Roger Chinaud, ART board member and Mr Gillon, head of the regulated deposits department of the deposit and consignation fund.  The committee convened on several occasions in 1998 and 1999. Its duty is to control the fund and to approve the fee charged by the deposit and consignation fund for managing the fund, and the list of lawyers and their fees. 

The fees for managing the fund are divided between the operators, like the contributions towards the universal service cost.  As some operators are required to pay very small amounts, the control committee decided to round the figure up to the nearest hundred French francs.

The fund’s management fees for 1998 were FF111 286 before tax.

II. Assessments for 1997, 1998 and 1999

To date, ART has proposed the forecast cost of the universal service for 1997, 1998 and 1999 and the final cost of the universal service for 1997
.

The minister has recorded these amounts by ministerial order.

The table below gives a breakdown of the different components of the universal service cost for 1997, 1998 and 1999.

Universal service funding over three years


1997 (final)
1998 (forecast)
1999 (forecast)

Components
Funding
Cost 

(FF  millions)
Funding
Cost 

(FF millions)
Funding
Cost 

(FF millions)1 

Disequilibrium of  France Télécom’s tariffs

(C1)
Interconnect

 (0.68 centimes per minute)


1 824
Interconnect

(0.8 centimes per minute)
2 242
Interconnect
(0.62 centimes per minute)
351

(2 027 before increase in subscription)



Geographic averaging

(C2)
Interconnect

(1.02 centimes per minute)


2 736
Interconnect

(1 centime per minute)
2 717
Interconnect (0.47 centimes per minute)
1 550

Provision of public phone booths



163



18

Social tariffs 


Fund
456
Fund

(FF1 084 millions)
921
Fund

(FF 1 294 millions)
1 105

Directory and information  service



0



0



Total

5 016

6 043

3195

(4871 before increase in subscription)



NB: the values in centimes per minute for the fee “ r ” payable in addition to the interconnection charges are approximate.  The exact values are calculated as follows: r = (C1 + C2) / V where V, which corresponds to traffic volume in millions of minutes, for 1997, 1998 and 1999 respectively is equal to  268 507, 277 222 and 328 077 millions of minutes. 

The following table shows the contributions of operators other than those belonging to the France Télécom group.

Contributions of operators excluding the France Télécom group

In millions of French francs

1997

1998

1999

Cost of the universal service 

5 016

6 043

3 195

Operators’ contribution excluding the France  Télécom group (estimate)

53

95
 184

The rise in the contributions paid by operators other than France Télécom and its subsidiaries shows that their percentage share of traffic has increased.  At the moment it is mainly France Télécom and mobile operators that contribute to universal service funding.  The other contributions are paid by local loop operators and radio paging operators. Operators acting as carriers for other operators, long distance operators and calling card operators do not contribute to the universal service, as only operators directly connected to subscribers are required to participate.

A. Final cost of the universal service for 1997


In 1997, a transitional system, laid down in the above-mentioned decree of 13 May 1997, set the cost of the universal service at 5.5% of France Télécom’s fixed public telephone service revenue.  The revenue, which is audited, was FF91.21 billion.  So the final cost of universal service obligations for 1997 is thus FF5.016 billion.

Cost components of the universal service in 1997





This cost cannot be compared with forecast costs for 1998 and 1999, which are calculated for each component using the methods laid down by the decree.

For 1997, France Télécom will have received FF53 million in payment from its competitors, for its universal service duties, of which FF12.678 for the universal service fund (the remainder being the additional fee).

The table shown above gives details of the final contributions that operators were required to pay into the universal service fund for 1997.

Final contributions to the universal service fund for 1997






1) Creditors









Name
Creditor
Licence
Credit

(FF thousands)

France Télécom’s  "fixed service"
France Télécom
Decree n° 96-1225 of 27 December 1996
12 678






2) Debtors









Name
Licence holder
Licence
Debt

(FF thousands)

GSM F1
France Télécom
order of 25 March 1991
5 174

Radiocom 2000
France Télécom
order of 12 February 1996
187

DCS R1
FTM 1800
order of 8 December 1994
31

GSM DOM 2
France Caraïbes Mobiles
order of 14 June 1996
119

Pointel
France Télécom
order of 27 November 1991
15

Public maritime mobile telephony
France Caraïbes Mobiles
order of 12 March 1991
2

Maritime mobile terrestrial  telephony
Saint-Martin Mobiles
order of 4 July 1991
3

Satellite aeronautic mobile service
France Télécom
order of 21 February 1992
2

TFTS
FCR
order of  23 February 1995
0

Maritime mobile radio service
France Télécom
order of 12 September 1996
5

Ermes E1
FTMR
order of 26 November 1993
0

POCSAG eurosignal
FTMR
order of 13 November 1987
138

Euteltracs two-way radio paging
FTMR
order of 15 April 1991
0

Inmarsat c two-way radio paging
France Télécom
order of 1st July 1991
2

GSM F2
SFR
order of 25 March 1991
5 038

NMT
SFR
order of 16 December 1987
255

DCS R2
SFR
order of 8 December 1994
0

Ermes E2
TDR
order of 26 November 1993
53

GSM DOM1
SRR
order of 23 February 1995
75

DECT
CGRP
order of 29 March 1994
3

Ermes E3
Infomobile
order of 26 November 1996
17

DCS F3
Bouygues Télécom
order of 8 December 1994
971

ALT 1
Eurotunnel S. A.
order of 21 Novmber 1996
0

ALT 2
Télécom Développement
order of 3 October 1996
0

ALT 3
COLT Télécommunications France S.A.S.
order of 12 December 1996
9

ALT 4
MFS Communications S.A.
order of 12 December 1996
61

LEX 1
ADP
order of 31 July 1996
487

LEX 2
Société d'Exploitation du Téléport de Marseille-Provence
order of 27 December 1996
7

LEX 3
Compagnie Générale de Radiocommunication de Proximité
order of 27 November 1996
3

LEX 4
AUXIPAR S.A.
order of 27 December 1996
0

LEX 5
Kapt' Aquitaine S.A.
order of 31 December 1996
53

LEX 6
Belgacom Téléport
order of 7 February 1997
1

LEX 7
Cegetel Entreprises
order of 9 May 1997
2

LEX 8
SEM Protel
order of 26 May 1997
0

Pointel
Kapt' Aquitaine S.A.
order of 27 April 1995
5

ALT 5
BT France
order of 6 October 1997
0

ALT 7
Hermes Europe Railtel
order of 22 October 1997
0

ALT 8
Cégétel Entreprises
order of 14 October 1997
0


9 Télécom
order of 18 December 1997
0


Omnicom
order of 18 December 1997
0


Siris
order of 18 December 1997
0



TOTAL
12678











NB: the debts include the  fees charged by the deposit and consignation fund for managing the fund for 1997, the final amount of which was approved by the fund’s control committee on 4 May 1998. 




B. Forecast cost of the universal service for 1998
The forecast cost of the universal service for 1998, proposed by ART in September 1997 and recorded by the telecommunications minister
, is FF6.043 billion.

This forecast was the first to use the calculation methods laid down in the decree of 13 May 1997. Part of the method implemented by ART entailed developing a model to determine the cost of uneconomic areas
.

The forecast net cost of the different components for 1998 is shown in the table below. 

With regard to the cost incurred by providing the universal directory, in printed and electronic form, and the information service, ART found that, given the revenue generated by these services, no net cost was incurred. 

A study carried out for the European Commission
 suggested not including these services in the activities used to evaluate the net cost, as universal service providers benefit in marketing terms by providing them due to an enhancement of corporate reputation and ubiquity. 


The contributions of operators other than France Télécom to universal service funding were FF95 millions for1998.


They were collected in two forms: 

· a fee in addition to the interconnection tariffs of FF70 million (mobile operators are exempt from the part of this fee which corresponds to the imbalance in the current telephone pricing structure);

· FF25 million in payments into the fund.

The increase in ART’s assessment of the universal service cost for 1998, in comparison with that of 1997, is explained by the fact that two different methods were used.  The cost for 1997 was set by decree, while the cost for 1998 was set by applying the assessment methods laid down by the decree. The overall cost of FF6 043 million for 1998 includes a flat-rate sum for social tariffs (FF921 millions). The cost of itemised billing, which France Télécom implemented from 1998, with ART’s approval, pushed up the net cost of the universal service to FF 351 million.

C. Forecast cost of the universal service for 1999
1. Forecast cost
ART forecast the preliminary universal service cost for 1999 at FF4.871 billion.  The minister recorded this in an order on 23 December 1998
.

The rules used to apply the methods laid down in the decree were enhanced during 1998, particularly for geographic averaging.  Other improvements to the rules will be made for the upcoming assessments
.

The reduced forecast cost for 1999 in comparison with the previous year is explained by:

· the change, for the cost of uneconomic subscribers, from a set assessment to modelling enabling this cost to be measured more accurately 

· the lowering of the cost for uneconomic areas, as ART improved its modelling and cost allocation rules for these areas.

A reduction in the cost of geographic averaging, without any change to the content of the universal service, has been laid down by law.

The initial contributions of operators other than the France Télécom group to universal service funding were set at FF184 millions
 for 1999. This sum would be collected in two forms: 

· a fee in addition to the interconnection tariffs of 1.09 centimes per minute (0.48 centimes from 1st March 1999), representing a total contribution of FF93 million;

· payments into the universal service fund managed by the deposit and consignation fund totalling FF91 million.

2. Return on capital employed (ROCE)

The rate of return on capital is essential for calculating the net cost of the following universal service obligations:

· geographic price averaging;

· provision of public telephone booths on the public domain;

· provision of an information service and a subscriber directory in printed and electronic form

Article R. 20-37 of the posts and telecommunications code stipulates that: “ to evaluate the costs mentioned in articles R. 20-33, R. 20-35 and R. 20-36, the rate of return on capital employed is laid down by order of the telecommunications minister on the proposal of the telecommunications regulatory authority, taking into account the weighted average cost capital for the operator in charge of the universal service and the cost incurred by an investor in telecommunications activities in France ”.

To forecast the cost of the universal service for 1998, ART had used a rate of return on capital of 11.75 %. This rate is identical to the one set by ART to forecast France Télécom’s tariffs for 1998. 

The rate of return on capital needs to be revised each year to take into account changes in the financial markets, in France Télécom’s financial structure and in the situation on the stock markets.

Work carried out in 1998 to set the rate of return on France Télécom’s capital for 1999 consisted in particular in evaluating the weighted average cost of capital that an investor in telecommunications activities in France would incur, and deducting the weighted average cost of France Télécom’s capital. 

The cost of France Télécom’s capital was thus calculated as the weighted average between:

· the cost of its equity, based the rate of profitability expected by the company’s shareholders ; 

· the cost of the operator’s debt.

Based on this information, ART set the rate of return on capital used to calculate the 1999 interconnection tariffs at 10.9%
.

Given the information available, ART found that this method and the resulting rate of return could also be used to determine the rate of return for calculating the net cost of universal service obligations.

On ART’s proposal
, the minister issued an order on 23 December 1998, setting the rate of return on capital, used to forecast the net cost of the universal service for 1999 at 10.9%.

III. Changes

A. Changes made to the system

1. Consequences of the increase in the subscription price on 1st March 1999: revision of the cost and the value of the additional fee

France Télécom raised the price of its basic subscription in mainland France on 1st March 1999 from FF56.38 exc VAT to FF64.68 exc VAT. This led ART to revise the cost of the disequilibrium in the tariff structure and the value of the corresponding fee
. From 1st March 1999 and until 31 December 1999, the cost of the disequilibrium is evaluated at FF16 million. For the whole year, the cost of this component was reduced to FF351 million (instead of FF2 027 million). So the forecast cost of the universal service is now FF3 195 million for 1999 (instead of FF4 781 million).

The increase in the subscription has resulted in a 50% reduction in the fee payable in addition to the interconnection tariffs by new entrants to France Télécom. On 1st March 1999 this additional fee was reduced from around 1.09 centimes per minute to around 0.48 centimes per minute. Mobile operators continue to pay France Télécom a fee of around 0.47 centimes per minute for interconnection. 

2. Implementing social tariffs
Article L. 35-1 of the posts and telecommunications code stipulates that “the universal telecommunications service shall be provided under tariff and technical conditions which take into account the specific difficulties encountered by disabled and low income citizens in accessing the universal telecommunications service. ”

a. The old system

The system put in place originally by article R. 20-34 of the posts and telecommunications code in order to implement article L. 35-1 provided for personal assistance. The beneficiaries of this aid had to be designated by local social services.

This system of special tariffs was not implemented and no aid was distributed in 1997 and 1998, even though the corresponding forecast costs were included in the forecast of the cost of the universal service and in the contributions collected from operators.

b. Regularisation for 1998

ART forecast the cost of special tariffs for 1998 at FF921 million.  This assessment was based on the ceiling set out in the posts and telecommunications code, which corresponds to 0.8 % of forecast revenue from the telephone service.  The forecast contributions payable by operators into the universal service fund for 1998 includes this cost of FF921 million.

As the system has not yet been implemented, when setting the final universal service cost for 1998, ART will enter zero for this cost component.  The final amount payable by operators as contributions to the universal service fund, which will be determined by 15 October 1999 at the latest, will take this fact into consideration.  The regularisation of operators’ contributions to the universal service fund will take place by 20 December 1999 at the latest. 

c. The new system

Decree n°99-162 of 8 March 1999
 amended article R. 20-34 of the posts and telecommunications code and laid down the new operational arrangements for social tariffs.

The publication of this decree enables the universal service system to be fully effective, which is in consumers’ interests, and particularly in the interests of disadvantaged consumers.

The decree sets out the following provisions: 

·  a reduction in the telephone bill of those on income support (RMI), social solidarity allowance, or a disabled person’s allowance.  The monthly reduction is equal, at maximum, to half of the reference allowance, which is FF 32.50 exc VAT or FF39.19 inc VAT;

· the payment of telephone debts by the operators.  The expenses covered include the subscription to the fixed telephone service and national calls to fixed telephone service subscribers.  The decision is taken by the prefect of the area in which the applicant lives, after consulting a commission.

If a price discount is offered, it is not considered to be a personal aid to beneficiaries designated by local authorities’ social services, as stipulated by the original article R. 20-34,  but a reduction in the telephone bill accorded to all beneficiaries which apply for it.

The universal service fund covers the costs incurred by this system.  The cost is the part of the price reduction accorded, with a management fee added to cover the costs incurred by the management organisations and the part of the debt paid off. The cost of the system is globally limited to 0.8 % of telephone service revenue, 0.15 % of which is set aside to pay telephone debts. 

The decree also requires the minister to issue an order, on 1st November every year, setting the monthly price discount and credit available, per local authority, to pay off telephone debts. 

The system will be brought into operation during 1999 and provided, initially, by France Télécom. Article L. 35-3 of the posts and telecommunications code stipulates that all operators can offer special tariffs and receive compensation from the universal service fund, for the net costs incurred by such an offer.  Thus, all operators that so wish may ask the minister for permission to offer their subscribers one or other (or both) of the systems provided for in amended article R. 20-34.

ART found that the system as a whole could generate financial problems due to the difference between the amount paid to beneficiaries (discounts accorded and debt paid off), which is limited to 0.8 % of forecast revenue for the telephone service, and the final amount financed by the operators, which covers the credits actually used, but is limited to 0.8 % of actual telephone service revenue. 

3. Assessment of the cost of underlying advantages


The decree of 13 May 1997 on universal service funding did not explicitly take into account the underlying advantages for France Télécom of being the operator responsible for universal service provision.  However, Directive 97/33/EC of 30 June 1997, on Interconnection in the telecommunications sector
 requires the underlying advantages enjoyed by the universal service provider to be taken into account.

ART thus made a preliminary estimate of these advantages, when evaluating the cost of the universal service.

ART had indicated, in its opinion on the decree on universal service funding
 that, while working on the implementation of the decree, it would also be studying “ the question of the associated economic and intangible benefits of providing the universal service ”. In 1998, it began working to quantify these effects.

First, ART studied work that had already been carried out in this field.  It focused, in particular on the European Commission’s communication of 27 November 1996 on the assessment criteria for costing and financing the universal telecommunications service, and the study undertaken by the consultant WIK on the European Commission’s behalf in 1997.

It became apparent from studying these documents that most of the benefits highlighted had already been taken into account in the rules drafted by ART to implement the method laid down in the decree.  The only advantages that had not been taken into account were those concerning the universal service provider’s corporate reputation.  An independent consultant
 was commissioned to assess these.  Putting a value on this meant isolating the benefits enjoyed by an operator such as France Télécom, in terms of enhanced corporate reputation, due to universal service provision, from the benefits due to its dominant position or situation as incumbent.

This study should measure France Télécom’s corporate reputation benefits:

· based on work carried out by financial analysts;

· based on an analysis of the methods used in other sectors;

· based on the measurement of the economic value of the “ corporate image ” i.e.  the way France Télécom is perceived by its customers and the part of this value which arises from France Télécom’s universal service duties ( a survey has been carried out to measure this).

The results of this study are exploratory.  However, they do allow conclusions to be drawn and benefits to be assessed at several hundred million French francs. The consultant estimated that the most accurate figure, based on various market modelling would be FF200 million.  ART will continue to work on this issue, with operators’ help.

B. Working programme for 1999

During 1999, ART focused on forecasting the cost of the universal service for 2000 and setting the final assessment, based on the audited cost for 1998 (this final assessment will be the first using the methods laid down in the decree, as those for 1997 were based on a set sum). 

1. Cost of the geographic price averaging component
When working on the subject, ART intends to improve the modelling used for assessing the cost of geographic price averaging (cost of uneconomic areas and uneconomic subscribers in economic areas). Improvements could still be made, by establishing:

· a better description of France Télécom and its local network configuration;

· a detailed breakdown of subscribers’ location within local areas;

· a system using state-of-the-art technology;

· better modelling of the breakdown of revenue between the local areas. 

2. Continuing the assessment of associated benefits

The work carried out during 1998 on assessing the benefits for France Télécom of providing the universal service will be extended by consulting operators on the matter.

3. Cost of capital

Concerning the cost of capital, the rate of return of 10.9 %, which was used to forecast the universal service cost for 1999, was calculated for France Télécom as a whole. But, as ART indicated in its decision setting the rate of return to be used to assess interconnection tariffs, studies show that the calculation of the cost of capital used for interconnection activities may be different from the calculation of the cost of captial as a whole, as interconnection activities have specific characteristics (little competition, easy-to-forecast demand and revenue) and less risk.  We can say much the same for the universal service. 

A differentiated analysis of telecommunications activities is therefore needed (fixed telephony, mobiles, foreign investment, etc..) to show the risk perceived in each segment by investors.  For financial analysts this is usual practice. 

ART intends to develop this analysis further during 1999, to take into account the calculation of the cost of capital for 2000.

4. Traffic volume

A procedure will be put in place during 1999 to verify the traffic volume declared by operators.

A study will also be carried out to evaluate the impact of the increase in mobile telephone use on households’ use of the fixed telephone service.
Chapter VI: Price regulation


The Telecommunications Act set out a system for regulating prices. It is one of the principle components of asymmetric regulation, first, because it is used ex ante, and second, because it only applies to the incumbent’s prices. 


The posts and telecommunications code stipulates that ART is responsible for issuing a public opinion on universal service tariffs and on tariffs under de-facto monopoly supply, before they are approved by the telecommunications and economy ministers.


The ex ante control of France Télécom’s retail prices affects two types of prices. 

The first category is universal service tariffs.  The Act specifies that universal service is the provision of a quality telephone service to all at an affordable price.  ART’s price controls thus cover all France Télécom’s telephone services, including its price options and the telephone services provided under competitive conditions.


The aim of the control is primarily to ensure that the prices charged by France Télécom for its universal service offerings are beneficial to consumers.

Price controls are also imposed for services where there is no competition on the market.  In this case, they are aimed at ensuring that the service prices proposed are beneficial for consumers and also guarantee them freedom of choice. Indeed, in market segments which are under de facto monopoly provision, prices which are beneficial for consumers, but prevent competitors from entering the market, will hinder users’ freedom of choice and be detrimental in the long run. 


ART’s practical objectives may differ depending on the market segment concerned.


On segments where there is little or no competition, ART focuses on maximising social well-being, which is defined as the combination of customer satisfaction and operators’ profitability.


On more competitive segments, ART’s aim is to take into consideration the possibility of anti-competitive behaviour.


In all cases the impact that France Télécom’s prices may have on market development and customer satisfaction is taken into account, not only in the short term, but also in the medium and long term.


All this considered, price controls should, by the preventive measures taken, give France Télécom and all other operators greater certainty and better legal security.

I. Price controls in 1998

A. Opinions issued by ART


In 1998, France Télécom sent 147 pricing proposals to ART, comprising 105 for opinion, and 42 for information (excluding mobiles). ART was thus asked to issue 105 opinions on pricing proposals for setting up, testing or extending the coverage of new services, changing the prices offered, especially for the telephone service and leased lines, and introducing pricing diversification.


ART has processed one hundred of these requests.  Five were still being studied at the end of 1998.  After receiving the proposals ART found that certain could be regrouped under the same opinion (telephone service, telephone information services, Numéris (ISDN), Internet, SMHD services, leased lines, Numéros Vert, Azur and Indigo: Avantage, Modulance, Tarif Réseau d’Entreprises, Réseau Elargi (Freephone and low cost services). This reduced the number of opinions issued.


During 1998 there was an increase in the number of pricing proposals submitted for ART’s opinion.  By the end of 1998, ART had issued 80 opinions, compared with 62 in  1997, which is a 29% increase.





Of all the proposals received so far, 16% have been given an unfavourable opinion.  The number of unfavourable opinions (partial or full) issued by ART on France Télécom’s pricing proposals doubled between 1997 and 1998, to 20%, or 16 opinions (the difference is explained by the fact that several pricing proposals may be regrouped into a single opinion).  Of the 16 unfavourable opinions, half were followed by the minister, who thereby did not approve those particular pricing proposals submitted by France Télécom.





When issuing opinions on pricing proposals, ART favours changes that are in the interests of consumers, and enable them to enjoy the benefits of the competitive marketplace.


ART systematically carries out a detailed analysis of the various components comprising the pricing offer.  It looks carefully at:

· how the offer effects users, to ensure that users have a free choice of operator, straightforward prices, and are well informed of changes;

· the level and structure of the prices proposed :  prices have to be cost-oriented, set so that new entrants can propose a comparable offer under acceptable economic conditions.  This assessment is performed using different tests;

· the details annexed to prices, such as the associated contract terms, the type of sales package envisage, the customers targeted, and the duration and context within which the offer will be placed on the market.  This information could have an impact on the assessment of the offer itself ;

· the services that are part of the universal service, to ensure compliance with the principles of universal service provision, laid down in article L. 35 of the posts and telecommunications code, and the effects of the offer on the cost of the universal service.

B. Price changes

The fixed telephone market was opened up to competition on 1st January 1998; since then new players have appeared alongside France Télécom, which is still in a dominant position on the market.  Before opening up to competition, in 1997, France Télécom had decided to significantly reduce prices. In 1998, its pricing policy consisted mainly of offering consumers the choice between several types of subscription and associated services, and lowering the price of subscriptions for business users. France Télécom will continue rebalancing prices during 1999, until the process is complete.

During 1998, a variety of changes were made to call prices, which differed depending on the user categories:

· business prices were reduced on average by 4.2 % on 1st July, in comparison with 8.7 % and 12.1 % respectively for the months of March and October 1997;

· residential prices remained stable as a whole.  They were reduced by an average 8.5 % and 10.1 % respectively in March and October 1997.

Figure n° 7: Price changes during 1998
                                                                                                        1st July               10th September
SUBSCRIPTIONS                                                                                                                             

Standard residential                                                                                                    -                             -

Contract Professionnel (standard business)                                            +13.6%                   

Contract Professionnel Présence or Numéris (CPP or CPN)

(optional package and ISDN business)                                                      +4.6%                    -

CALLS

Local                                                                                                          - 1.5%                      -

Local service area                                                                                                    - 3.9%                      -

Long distance (>50km)                                                                          - 6.4%                      -

International                                                                                               - 7.0%                    - 1%

Call prices only went down for users with CPP and / or CPN contracts

Figure n° 8: Examples of France Télécom’s prices at
31 December 1998 in French francs post-tax
After a credit time of x seconds depending on the destination and a flat-rate charge of FF0.74 inc VAT, the call is billed per second.

National Calls                                                                                            Price per minute inc VAT

                                                                                                                    standard rate / cheap rate
Local                                              Beyond a 3 minute credit time, with a flat-rate charge of FF0.74 
FF0.28 (€4.27) / FF0.14 (€2.13)

Long distance (>50km)         Beyond a credit time of 39 seconds, the charge is FF0.74 

FF1.14 (€0.17) / FF0.57 (€8.69)

International Calls                                                                                    Price per minute inc VAT

                                                                                                                  standard rate /cheap rate
France - London                        Beyond a credit time of 21 seconds with a flat-rate charge of FF 0.74
FF2.10 (€0.32) / FF1.65  (€0.25)

France - New York                     Beyond a credit time of 20 seconds with a flat-rate charge of FF0.74
FF2.25 (€0.34) / FF1.80  (€0.27)

II. Opinions on france telecom’s pricing proposals

A. Mass market telephony

1. Plain old telephone service (POTS)

a. Price changes in 1998

V2 local service area call charges 

: V2 local service area charges apply to calls between two local charging areas whose centres are between 25 km and 30 km apart. France Télécom proposed streamlining local service area charging by extending the scope of the V1 local service area (centres at least 25 km apart), to cover V2 calls. ART issued a favourable opinion on this pricing proposal.  France Télécom has decided to implement the measure. 

"Light user scheme"
 and "moderate user scheme":
· Art issued two favourable opinions on extending the duration of the “light user scheme”. The service will terminate when article R.20-34 of the amended posts and telecommunications code comes into force, introducing a socially-assisted user scheme
. ART noted that the "light user scheme" did not prevent carrier selection for long distance calls. 
· The "moderate user scheme" is a strategic part of France Télécom’s commercial policy.  It enables low-volume users to opt to pay half the price of the standard subscription, in exchange for paying twice as much for calls made above a given threshold. As this type of scheme does not enable customers to select an operator other than France Télécom for long distance calls, ART issued an unfavourable opinion on the scheme on 2 July 1998, and  further confirmed its opinion of 23 December 1998. The minister extended approval of the scheme to 31 March 1999.
International call charges
: ART ruled in favour of a change in international call charges, applied from 7 September 1998.  This has resulted in lower prices for nine international destinations, including Australia, Japan, Israel and China.

b. Optional packages


France Télécom proposed two price changes for residential subscribers:

· Primaliste:  This option offers users a 20% reduction in the price of calls to six pre-chosen numbers, in exchange for a FF15 inc VAT (€9.84) monthly fee, on top of the subscription.  Users can leave France Télécom to automatically select the six numbers which are charged the most on their bills.  ART issued a favourable opinion on this proposal (opinion 98-58) ;
· Primaliste Pays: Users pay a FF10 inc VAT monthly subscription (€1.52), for a 25% reduction on international telephone calls to one of 30 possible destinations.  ART found that this option did not lead to a squeeze on the market, and thus issued a favourable opinion (opinion n° 98-363).
c. Enhanced services


New offers were introduced to enable better control of telephone line usage. 

New number information
: France Télécom extended the scope of its trials on the service offering “ new number information ”.  This service enables a user that has changed phone number by moving house or choosing another operator, to inform those calling his former telephone number of his new number.  This message service is free for two months and a subscription may be taken out to extend it.  ART found that this offer fulfilled a market demand and so issued a favourable opinion.

Restricted access
: These services enable telephone line usage to be restricted by preventing calls to certain destinations.  The distinction is drawn between fixed restricted access services, which place permanent restrictions on usage, and pick-and-mix restricted access services, which enable subscribers to choose the components restricted themselves.  Pick-and-mix restricted access services are now provided free of charge and are also available for audiotex and teletel kiosk services (cf. point E). ART issued a favourable opinion on this proposal stating that it fulfills a demand from consumer associations and benefits consumers, on condition that the restricted access options do not prevent carrier selection.

CLASS services
: These services comprise calling line identification, Top Message, call waiting, conference call and call redirection; they are offered for a monthly subscription of FF10 inc VAT (€1.52) per service. Currently, the first two months of the subscription to CLASS services is free of charge.  ART issued a favourable opinion on this proposal (opinion n° 98-754).
France Télécom also proposed an upgraded version of the call redirection service.  Call redirection can now be activated both from the subscriber’s telephone line, and remotely from a fixed or mobile telephone.  ART issued a favourable opinion on this service (opinion n° 98-105).
“ Minifact ” service
: The scope of this service, which had been tested locally since 1997, has now been extended. It enables users to obtain information via their Minitel terminal, on call consumption between two bills.  The price of the subscription is FF12.06 inc VAT (€1.84) with a FF1.01 inc VAT  (€0.15) charge per consultation. ART found that this offer fulfilled a market demand, particularly from business users, by making it easier to control call consumption.  It issued a favourable opinion.

2. Directory enquiries


France Télécom provides subscribers with a phone directory and directory enquries service as part of its universal service obligation.

In November and December 1998, France Télécom proposed various changes to its directory enquiries service (“ 12 ”).

These were:

· for directory enquiries “ 12 ” from a subscriber’s telephone set:

- an increase in the charge per call from FF3.71 inc VAT to FF4.50 inc VAT;

- a reduction in the number of enquires possible per call from three previous to two;

- an extension to the whole of France of the service enabling calls to be put through directly after obtaining call information.  This service has been tested in certain areas since January1998.  It would be charged FF1 inc VAT on top of the standard rate charged for call set-up. 

· for directory enquiries “ 12 ” from a public payphone:

- the introduction of a call charge of FF4.90 inc VAT  (FF4.06 inc VAT with a 120-unit calling card) ;

· a reduction in the number of enquiries possible per call from three previous to two; 

· an extension to the whole of mainland France of the service enabling calls to be put through directly after obtaining call information, with no charge  The call after set-up would be charged at the standard rate.

The phone directory and directory enquiries service is a component of universal service, and must therefore be provided at an affordable price, in accordance with article L.35.1 of the posts and telecommunications code. If there is a net cost incurred by France Télécom for providing it, France Télécom may receive compensation from the universal service fund ;  however ART found that the forecast net cost of the service for 1998 and 1999 was zero due to the revenue generated by calls to directory enquiries services.

The three changes proposed by France Télécom increased access fees to directory enquiries services by 50% overall;  they certainly brought revenue closer into line with costs, but ART pointed out that the economy of France Télécom’s directory enquiries service should also take into account the revenue generated on calls to directory enquiries services, which will increase as direct call set-up after enquiry is made available throughout the country.

Furthermore, the prices proposed by France Télécom were higher than those observed in countries which opened up their telecommunications markets to competition before 1st January 1998.

For this reason ART found:

· that the increase in the fee for directory enquiries from a subscriber’s telephone set could be justified by current costs, but that these costs should decrease in the future; 

· that direct call set-up after enquiry was a welcome improvement in the service, but customers needed to be clearly informed of the price charged for the service;

· that charging for directory enquiries from a public payphone should be introduced gradually and the fee should be significantly lower that that applied for the service from a subscriber’s phones, as subscribers also had the use of paper directories on their local service area.


It thus issued a favourable opinion on the proposals concerning directory enquiries services from subscribers phones, applicable from 1st January 1999, and an unfavourable opinion on the proposals concerning directory enquiries services from public payphones.

3. Telephone booths


Telephone booths (also called public payphones or public telephones) are a component of the universal service provided by France Télécom.

 “ Point service ” trials (opinion n° 98-339): France Télécom began trials between 3 June and 31 December 1998 on a series of on-line services provided over a new generation of public payphones equipped with a video screens (Totem).  Content provided over these services included sports news, tourist guides, weather forecasts and taxi reservations.  ART issued a favourable opinion on this pricing proposal.

Change in the price of the public payphone charge unit (opinion n° 98-698) : In July 1998, France Télécom proposed increasing the charge unit by 20.6 %.  This proposal was combined with a decrease in the price of over-50 kilometre calls and calls to certain international destinations. The price charged to the public for a 120-unit calling card would remain the same, as they would be excluded from the price increase. 

ART issued a favourable opinion but specified that this decision also effected users of 50-unit calling cards, the price of which would increase.  Those using them for local calls would be particularly affected. ART added that price rebalancing would be a necessary to a certain extent, but questioned whether France Télécom’s proposal was the best way of implementing rebalancing, given the negative effects it would have on users. 

B. Telephony for business users and large companies 

1. Changes in phone prices in 1998

France Télécom made three major price changes on 1st July 1998:

· implementation of choice of telephone service subscriptions, for any number of lines,
· increase in the subscription rate for business users,
· introduction of special rates during business hours for subscribers to Professionnel Présence and Professionnel Numéris (business volume-tailored and ISDN) contracts.
Choice of subscriptions and implementation of special offers

 
In April 1998 France Télécom proposed two measures, applicable from 1st July 1998.  These were:

· the implementation of a choice of contracts.  At the same time the price of business contracts increased by FF4 to FF8 exc VAT, and additional services were offered with the Professionnel Présence and Professionnel Numéris contracts ;

· the introduction of special offers for subscribers to Professionnel Présence and Professionnel Numéris.  These offers gave subscribers 10% off the standard tariff for national calls beyond a certain time credit. 

ART found that these pricing proposals benefit telephone users because they broaden the choice of subscriptions and associated services on offer.  It asked for a report on this matter to be provided by 28 March 1999, to enable it to assess the impact of the pricing proposals on the universal service cost.  ART issued a favourable opinion, and impressed upon France Télécom the importance of informing all consumers of these new prices (opinon n° 98-297).

In addition, ART stated that it was in favour of special prices for subscribers to Professionnel Présence and Professionnel Numéris in the overseas departments and territories (opinion n° 98-410).

2. Optional packages

a. For business users (Gamme Avantage)


The “Avantage” range of price options targets small and medium-sized businesses.  It enables customers to take out additional subscriptions to obtain volume discounts on calls.

Inmarsat services
: Inmarsat A, B, M and Mini M are satellite mobile communication services.  ART stated that it was in favour of France Télécom’s pricing proposal on including calls to these services in the basket of Avantage price options.

Avantage Partenaires
: ART issued a favourable opinion on the changes proposed to the on-line and web site version of Avantage Partenaires.  This offer now includes an “ automatic ” option, like the one offered through Primaliste to residential users.

On-line version of Avantage monétique
: This offer is an additional subscription of FF15 inc VAT (€9.84) in exchange for a 35% discount on the price of calls in electronic payment systems. The calls are made from an electronic payment terminal connected to the user’s telephone line, to an electronic payment server centre. ART issued a favourable opinion on this pricing proposal. 

Gamme Avantage
: At the beginning of June 1998, France Télécom presented three pricing proposals on changes to the Avantage range, some of which proposed reducing the price of the monthly subscription.  The subscription to the on-line version of Avantage Partenaires is now FF8.29 (€1.26) exc VAT, the subscription to Avantage Territoires FF58.00 (€8.84) exc VAT, and the subscription to the on-line version of Avantage Durée FF8.29 (€1.26) exc VAT. The pricing proposals also aimed to bring calls to mobiles abroad and special services into the scope of these pricing options, and also to increase the percentage discount accorded to the on-line and web site versions of Avantage Durée price options. ART found that these pricing proposals benefit users and did not undermine competition on the markets concerned.  It thus issued a favourable opinion on the proposals. 
Avantage Pays
: This option enables business users to pay a monthly subscription in exchange for discounts on international telephone calls to a given country.  ART found that the changes proposed by France Télécom for this pricing option were beneficial for users and that the prices obtained did not cause a squeeze; 

It thus issued a favourable opinion.

Avantage National
: France Télécom proposed creating this price option enabling business users to pay a monthly subscription in exchange for a discount on the price of long distance national telephone calls; the total discount being limited to FF750 exc VAT bi-monthly. ART issued a favourable opinion.
b. For businesses (Gamme Modulance, TRE and ORE)

Changes in the Modulance range

The Modulance range comprises all the volume discount options open to businesses.  The option called Proximité concerns local traffic, National concerns long distance national traffic and Global concerns long distance national and international traffic. Some apply to traffic from one specific site (Modulance Proximité, Modulance National and Modulance Global), others to traffic from several (Modulance Multisite Proximité, Modulance Multisite Global...); finally, other options concern multi-site companies with internal high traffic volume, i.e. between the company’s sites (Modulance Partenaires).


These options propose percentage discounts on standard call charges, in exchange for an access fee to the service and/or a monthly subscription. 


The changes made to this range by France Télécom during 1998 mainly concerned the level of charges.  The biggest discounts were increased, lowering the minimum price possible by the largest users, and the cut-off level for customers entitled to such options was lowered, opening up the option up to more businesses. France Télécom mainly made these changes by extending the number of options available, without necessarily withdrawing the out-dated options. 


The following paragraphs list the various changes made to the Modulance range in 1998, in chronological order.


In January 1998, France Télécom proposed creating Modulance National 2, Modulance Global 2, Modulance Multisite 2 and Modulance National Plus. The series 2  options are accessible to customers with lower consumption than was previously allowed for, and offer higher discounts ; the Modulance National Plus option is substantial targetted discounts on the sites which have the highest long distance call traffic volume. In its opinion n° 98-4
, ART stated that the proposed prices did not cause a squeeze; added that the fact that the prices were given in discount percentages meant that they had to be assessed with regard to changes in standard rates, and that the growing complexity of Modulance options could create certain ambiguities and difficulties for customers ; it issued a favourable opinion while making these observations.  The pricing proposals were approved. 


In January 1998, France Télécom also created the Modulance Monde 2 option, enabling subscribers to obtain higher discounts on international traffic from a given site than had previously been possible with the Modulance Monde option.  ART issued a favourable opinion
 with the same observations as those made in its opinion n° 98-4. The pricing proposal was approved. 


In January 1998 France Télécom also proposed changes to the Modulance Partenaires range.  It proposed creating a “ major site ” option for customers with higher consumption than provided for in the existing options.  It also adjusted the price levels and cut-off level of customer eligibility for the Modulance Partenaires National and Modulance Partenaires Global options. ART issued a favourable opinion
 on these proposals after having verified that the prices obtained were still in line with France Télécom’s costs and the costs incurred by competing operators.  It made the same observations as it had in its previous opinions on this range. The pricing proposals were approved. 


At the beginning of 1998 France Télécom proposed changing the Modulance Partenaires International option.  This option enables customers with high volume international traffic, particularly between several declared sites, to enjoy discounts. The change proposed creating “ major site ”, giving users the right to substantial discounts on sites where more than 1000 hours of international calls were made bi-monthly.  ART found that the average price of international calls was still consistent with fair competition on this relevant market.  It issued a favourable opinion
 on these proposals, which were approved. 


At the end of the first half of 1998, France Télécom proposed a new change to the Modulance National, Modulance National Plus, Modulance Global and Modulance Multisite options, by creating a new series of options with higher discounts in January 1998. ART noted that the minimum price for national long distance traffic through the new Modulance National Plus 2 option was close to the average cost supported by a new entrant, but still higher.  With regard to Modulance Multisite Global 3, it found that the prices obtained by the highest international traffic users squeezed out competing operators.  It issued an unfavourable opinion on the other proposals
. The ministers followed ART’s advice on these matters.


France Télécom then proposed a new version of the Modulance Multisite Global 3 option, based on the previous proposal which had received an unfavourable opinion from ART.  In its new proposal it withdrew the last levels of traffic volume and the corresponding discount rates.  ART found that the ensuing prices were consistent with fair competition on this relevant market, and issued a favourable opinion
 on the pricing proposal, which was approved. 


In summer 1998, France Télécom changed its Modulance Partenaires International offer by lowering the standard prices as well as the priced for the major site option.  After verifying that the resulting prices were still in line with the costs incurred by France Télécom and its competitors, ART issued a favourable opinion
 on the pricing proposal, which was approved. 


At the end of 1998, France Télécom brought its Modulance International Asie option into line with international tariff zones, which had been modified in September 1998. ART issued a favourable opinion on this pricing proposal
 and it was approved.


Finally, France Télécom created the Modulance Pays 2 option, enabling 15% discounts on international calls to one, two or three countries chosen by the customer; at the same time it launched the Modulance International Pays and the Modulance International Amérique options.  ART issued a favourable opinion on this pricing proposal; it was approved.  

The International Virtual Private Network Service


France Télécom created a virtual private network service for major businesses with sites located abroad. This service includes the usual characteristics of a virtual private network, such as a private numbering plan for internal communications and a network administration service.  It also enables customers to obtain discounts on communications between the sites belonging to the network.  Discounts rates vary according to whether or not the site is connected to an operator which is part of the France Télécom group. After ensuring that these prices were fair in competition terms, both in structure and in level, ART issued a favourable opinion on the offer
, and it was approved. 

Corporate network rate
Corporate network rate (Tarif Réseau d’Entreprise) is a new range of price options proposed by France Télécom to replace the Modulance Partenaires range, which has not been available since 31 December 1998. This offer targets businesses with several establishments, which are known as “ multi-site ” corporations.  It enables them to enjoy discounts on calls, in exchange for a subscription or access fee to the service.  Additional discounts can be obtained on “ internal ” traffic, i.e. between two sites belonging to the network.  

ART had issued an unfavourable opinion
 on France Télécom’s first proposal on the creation of this corporate network range.  This was mainly because the offer proposed customers a single discount for both local and long distance calls.  ART had objected to this arrangement due to potential anti-competitive effects.  It could have enabled France Télécom to cream off part of the customers interested in new long distance operators’ offers, as these customers would only have been able to obtain discounts on local calls by buying long distance calls from France Télécom at the same time.

France Télécom responded, as ART had hoped, by changing the proposal, which then received ART’s approval
. Business customers thus have the choice between three different options in the corporate network range: local, with discounts on local calls, long distance with reductions on long distance and international calls, and global with reductions on local calls, long distance calls and international calls. 

It is therefore not necessary for customers to subscribe to the long distance call option to obtain the discount on local calls.  Moreover, the discounts obtained through the global option are identical for each segment, whether local or long distance, to those obtained separately with local and long distance options.  Consequently there is no incentive for customers to subscribe to France Télécom for all traffic. 

As concerns the level of prices in this range, ART ensured that they were still in line with France Télécom’s costs (predatory test) and the costs incurred by a new entrant targeting the business market (squeeze test). 

Furthermore, the corporate option range gives prices per minute rather than a discount percentage on a standard price.  ART had requested this.  In addition to making it easier for customers to compare, it prevents a potential knock-on effect on prices associated with the option, which would make changes to standard prices very complex. 

Finally, the number businesses eligible for these options is greater than for the Modulance range. It is not necessary to be a subsidiary to be eligible.  This change is in line with ART’s wishes.  It has important implications for customised offers.

Legal restrictions in the Modulance range could have excluded multi-site companies which are not linked as subsidiaries, but act as a group, from using this option.  Before creating this range of options, France Télécom could not list a service in its standard offer to respond to this demand.  It could only propose customised offers.  The introduction of these options should therefore considerably reduce the need for France Télécom to propose case-by-case customised offers.

Extended network option
The extended network option enables corporate customers which use the Modulance offer to enjoy discounts on all their other sites, regardless of the level of their telephone traffic volume, on condition that volume on the Modulance sites reaches a certain threshold.

This option enables companies with extended networks to enjoy discounts, without the sites necessarily being the customer’s subsidiary, and without a high traffic volume. 

Before, to respond to this type of corporate demand, France Télécom had to propose a customised offer.  The launch of this option, which can cover a multitude of small sized sites should be an alternative to customised offers in a number of cases. 

ART issued a favourable opinion, but made it conditional to approval being temporary, and limited to eight months.  At the end of this period ART stated that it would assess the impact of this arrangement on the market and the effective capacity of competitors to propose a competitive offer. 

c. Miscellaneous services

Service Televote
 This service enables the media to involve users in games and votes broadcast over radio and TV.  It is now priced at a rate which is comparable with long distance calls of the same duration (the duration of the call to the Télévote service cannot exceed 40 seconds), or  FF0.74 (€0.11) inc VAT per call from a subscriber’s telephone set.  ART issued a favourable opinion. 

Aid for setting up new businesses 
 France Télécom presented a pricing proposal extending the offer on the cheque book for new businesses “ Chéquier Créateur d’Entreprise ” at the beginning of the year. This offer is for customers that have set up a business within the last six months.  It gives users the right to a discount or free package on the operators products and services.  ART issued a favourable opinion on this proposal.

3. Numéris service


Numéris, France Télécom’s integrated digital services network (ISDN) is a mandatory service (article L. 35-5 of the code and article 17 of France Télécom’s licence terms). This network carries voice, video images and data on any number of 64 kbit/s channels.

Changes to the offer
 France Télécom proposed changing the price of certain subscriptions and adding other Numéris services at the end of the first half of 1998.  This proposal, which received a favourable opinion from ART, resulted in price discounts on certain optional services and a streamlining of the presentation of services for users. 

Promotional offers
  During August 1998, France Télécom submitted two promotional offers to ART,  proposing free access to Numéris (from 1st October to 31 December 1998), and videoconferencing over Numéris (from 1st October to 31 March 1998).


ART recalled that for temporary discount offers France Télécom is required to conform to rules pursuant to order 77-105/P of 2 September 1977 which lays down the framework for consumer information.  ART issued favourable opinion on the temporary promotional period for these offers. 
Deployment offer
 This is a one-stop ordering service for Numéris access. ART issued a favourable opinion on this proposal. 

Bulk sales
 ART was called to give an opinion, in September 1998 on a proposal to change the prices of bulk sales of Numéris access.  New discount conditions were proposed, depending on the number of accesses and contract duration.  It extends the eligibility for bulk sales to customers which are legally linked. ART found that this pricing proposal boosted bulk sales of Numéris access and was therefore beneficial for users.  It issued a favourable opinion. 

4. Vidéodyn service (opinion n° 98-696) 


The Vidéodyn service is a video and sound transmission service, available by subscription or reservation, which is mainly used by broadcasting companies.  In summer 1998 France Télécom submitted a proposal to change the price of the analogue Vidéodyn service and create the digital Vidéodyn service. ART recalled that pursuant to article 18 of France Télécom’s licence terms, usage conditions of the ATM network for Vidéodyn must be the same as those applying to any other operator that wished to offer a similar service to Vidéodyn.  ART issued a favourable opinion, with these conditions.

. 

C. Leased lines and high speed offers 

1. Leased lines

The leased lines offering is a mandatory service
. The posts and telecommunications code defines leased lines, (also called dedicated lines) as: “ the provision [...] under lease contract, of transmission capacity between given termination points of the public network, for a user without switching”
. This type of service is used by companies for their internal networks, and by telecommunications service providers without infrastructure or which wish to have higher capacity links.


At present France Télécom has a quasi-monopoly on leased lines in France. The tariffs for its leased lines are subject to approval
.


France Télécom has to fulfill the obligations of the “ ONP-leased lines ”
 directive when providing leased lines.  This provisions of this directive are reiterated in the posts and telecommunications code
, which states the information conditions for users and sets out the principles of objectivity, transparency, non-discrimination and cost-orientation of prices.
ART has issued four opinions on France Télécom’s pricing proposals for leased lines. 

a. Leased lines and public security


At the beginning of the year France Télécom proposed changing the price of public security links for the fire and emergency services.  This pricing proposal followed the proposal made on 27 December 1996, which provided for a gradual increase in the prices charged for public security leased lines to bring them into line with general pricing legislation.  This proposal was approved at the beginning of 1997 by the minister, with the exception of the provisions concerning leased lines used by fire and emergency services.  ART issued a favourable opinion.

b. Audiovisual leased lines

France Télécom proposed creating a new offer of digital audiovisual leased lines, in addition to its existing offer of analogue leased lines.  This means lines dedicated to one customer, supporting animated sound and images, as required by television channels and production companies using digital equipment.  ART issued a favourable opinion on this pricing proposal, which was approved. 

c. National leased lines

ART could not issue a favourable opinion on France Télécom’s decision to change its prices for national leased lines.

It found that the planned price reductions benefited leased line users.  It found that international benchmarks for leased line prices of a data rate equal or lower than 34 Mbit/s showed that such reductions were justified. It found that the price of low-speed analogue and digital leased lines was still high in relation to costs and that an extension of the services proposed by the Transfix 2.0 offer benefited users.

However, ART found that France Télécom was unable to prove that the tariffs proposed for 1999 were cost-oriented.  The minister nevertheless approved this pricing decision. 

d. International leased lines


In July France Télécom proposed changing its prices for international leased lines. This proposal included changing cross-border leased lines prices to “standard” Europe E1Z1 area prices, terminating its offer of analogue international leased lines to Europe and North America, and making a series of changes to prices for digital international leased lines: 

· a reduction of between 10% and 30% in the price of subscriptions to international half-circuits to Europe and North America for the whole range of data rates, but especially for lines at 64, 128, 256 kbit/s and 2 Mbit/s;

· introducing additional volume discounts for lines at 1.5 or 2 Mbit/s towards Europe and North America;

· introducing a two-year contract with a 7.5 % discount.

All these pricing measures resulted in an average 22% reduction in France Télécom’s prices for international half-circuits. These reductions benefit consumers and operators without their own international infrastructure, such as Internet access providers.  ART issued a favourable opinion on the measures, except for the termination of the offer of analogue leased lines to member states of the European Union. The ministers approved part of the pricing proposal, in line with ART’s opinion. 

e. Promotional offer


ART issued a favourable opinion on a proposal regarding a promotion on leased lines, applicable from 1st October to 31 December 1998, for lines used for at least one year.  This offer accompanies the transition from analogue leased lines to digital leased lines, and the transition from lower to higher speed digital leased lines. 
2. High speeds: diversification of technology

a. Transfix 155 Mbit/s


In spring 1998 France Télécom proposed creating a 155 Mbit/s Transfix digital leased lines service.  Initially this would be provided to and from certain major urban areas. 


ART assessed the offer based on interest for users, transparency, non-discrimination and price cost-orientation.  It found that the prices proposed were in line with the costs shown by France Télécom. It issued a favourable opinion on the proposal, which was approved. 

b. SMHD (high speed multi-site service) 

France Télécom’s high-speed multi-site service (SMHD) is an offer of high-speed local leased lines (between 2 and 155 Mbit/s) enabling the connection of designated sites within the same urban area.  In summer 1997, the SMHD offer was approved for a limited number of customers over a six-months period, which terminated on 31 March 1998.

At that, ART launched a public consultation, entitled “ high-speed local loop, fair competition conditions ” in order to better understand the implicatios of such offers and to gather information on prices and costs.  Around fifteen responses were received from operators and equipment manufacturers. The information that ART obtained during the consultation enabled it to assess the new prices proposed by France Télécom more effectively, with a better insight into the status and strategies of the high-speed local loop market. A summary of this consultation is available on ART’s web site.  

In spring 1998, France Télécom sent ART its proposal to make the SMHD offer available more extensively, and creating a service called SMHD Duo, which comprised the provision of high speed leased lines connecting two of the same user’s SMHD networks, and integrating SMHD into the basket of leased lines with discounts. 

SMHD is a leased lines service;  its tariffs must therefore be cost-oriented pursuant to Directive 97/51/EC of 6 October 1997, amending Directive 92/44/EC on the application of open network provision to leased lines (called leased lines ONP). ART ensures that France Télécom’s prices are not barriers to entry, i.e. that they are not below the costs which would be incurred by an efficient new entrant providing them.

On the basis of the contributions received to the public consultation, ART drew up a cost model for a high-speed leased lines service, to cost various simple network configurations.  It then found that SMHD prices were in line with the costs for all the network configurations and leased lines for a network up to a certain size; beyond a certain size however, the model used showed costs above the prices proposed.  ART asked France Télécom to give it cost information on “ extensive ” networks ;  as France Télécom did not provide this information, ART has not been able to assess whether the SMHD prices charged for such networks are cost-oriented and do not constitute barriers to entry. 


ART thus issued a favourable opinion on France Télécom ‘s proposal, with the exception of SMHD services for 155 Mbit/s networks over 30 kilometres in length, and for 622 Mbit/s networks over 60 kilometres in length (opinion n° 98-251). With regard to “ extensive ” networks, ART stated that it would re-issue a reasoned opinion, and asked France Télécom to supply the information needed for this purpose. 

The information was then supplied by France Télécom. ART found that the costs indicated by France Télécom for SMHD were very different from those provided by the operator for other high-speed offers; France Télécom confirmed this difference, but was unable to provide an explanation for it.  ART thus indicated again that it could not issue an opinion on the tariffs proposed by France Télécom for its “ extensive ” SMHD networks (opinion n° 98-362). All the prices proposed for SMHD services have nevertheless been approved. 

When drafting its opinion, ART also highlighted the conditions governing the provision of the SMHD offers.  These stated that alternative operators should be able to subscribe to this service on behalf of third parties, including their customers.  These conditions are essential for fair competition.  ART ensured that the conditions for adding or withdrawing sites within a network were clarified, and recalled that the provision of leased lines between operators may be included in the terms of these operators’ interconnection agreements, in accordance with article D. 99-9 of the posts and telecommunications code.

c. ATM multi-access service

At the beginning of 1998, France Télécom proposed creating a service called “ ATM multi-access”, enabling medium and high-speed ATM connections
, between the sites of customers connected by France Télécom to its ATM network. 

One of the features of this service is it can be adapted in terms of data rate and geographic coverage, to suit customers’ needs.  With its nationwide coverage, France Télécom is the only operator capable of providing such a service in France at present;  consequently the tariffs for this service are subject to ministerial approval, after ART has issued its opinion, pursuant to article 17 of France Télécom’s licence terms. 

As ART did not have precise cost information from France Télécom, it used BT’s service prices to compare with the prices charged by France Télécom for these leased lines.  ART concluded that the prices proposed were not cost-based, and estimated that low-speed and short distance lines were overpriced and that high-speed and long-distance lines were under-priced. 

ART concluded that applying such prices would send the wrong economic signals to operators and customers, and would jeopardise the sustainability of the service.  It therefore issued an unfavourable opinion on these proposals (opinion n° 98-210).

As ART had requested, France Télécom then sent this cost information to the regulator.  The information confirmed that certain prices were not cost-based but this should be put the into perspective: the variation in costs due to distance and speed factors counted less than ART had initially thought without specific information from France Télécom.

Thus, at a constant overall level, the allocation of costs between high and low speed and between long and short lines, may change the assessment of the competitive situation.  Allocating costs is thus essential for the competitive environment.  ART stated that it would examine these issues in detail when France Télécom’s costs are audited. 


ART finally issued a favourable opinion on the prices for the ATM service (opinion n° 98-335), but it made it conditional on France Télécom adding the service to its standard interconnection offer and price list.  The corresponding proposal was approved and the prices published. 

D. Freephone and low-cost service numbers (cf. figure n° 9).


France Télécom’s freephone service is called numéro vert (green number). This service enables businesses and organisations to subscribe so that they can offer their customers and users a freephone number.  Freephone numbers begin with 0800.


In 1998, Azur numbers began with 0801 and Indigo numbers 0802 or 0803. There are plans to assign new number ranges to these services in 1999 (cf. numbering section).


France Télécom proposed extending the scope of services offered by these numbers (Vert, Azur and Indigo) at the beginning of 1998. It proposed to:

· make the services supported by these numbers in mainland France or abroad accessible from the overseas departments and territories and from abroad.  Introducing these new functions facilitates customers’ business relations.  ART issued a favourable opinion
 (opinion n° 98-183) ;
· introduce volume-based pricing with lower prices for high traffic calls to Vert, Azur and Indigo numbers paid by the caller.  ART issued a favourable opinion, and found that this pricing proposal did not undermine fair competition on this particular market
 (opinion n° 98-279) ;

· create a series of options enabling business customers to enjoy discounts on all Vert, Azur and Indigo numbers, in exchange for a  fee.  ART issued a favourable opinion
 (opinion n° 98-280) ;

· create the professional freephone service, called “ Numéro Vert Pro ”, for small and medium-sized businesses or businesses with a single call centre located on the French mainland.  This proposal introduced flat-rate call packages in the options proposed.  ART issued a favourable opinion
 (opinion n° 98-686).


In the middle of the year, France Télécom proposed a series of five price options concerning:

· reductions in the price of national calls, charged to the called party, for Vert, Azur and Indigo numbers, and charged to the caller for Indigo 0803 numbers;

· creating a new option enabling businesses to take out a monthly subscription for discounted long calls (-15% for calls longer than 20 minutes) ;

· applying a single price, independent of the origin of the call within mainland France, for all subscribers to Vert or Azur numbers;

· introducing an option enabling business subscribers to find out how much they have used between two bills;

· reducing the price of calls to Indigo 0803 numbers from a public payphone or using a France Télécom calling card.

ART found that all these measures benefit users.  It issued a favourable opinion. 

Figure n° 9 : Price charged to the caller for Vert, Azur and Indigo numbers

Numéro Vert                                                                                            Price per minute inc VAT 

                                                                                                                   standard rate / cheap rate

Prefix 0 800                                                                                                        the call is free of charge

Numéro Azur                                                                                           Price per minute inc VAT

                                                                                                                   standard rate / cheap rate
Prefix 0 801                                                   Beyond a credit-time of 3 minutes, a fixed charge of FF0.74

FF0.28 (€4.27) / 0.14 (€2.13)

Numéro Indigo                                                                                         Price per minute inc VAT

                                                                                                                   standard rate / cheap rate 
Prefix 0 802                                                Beyond a credit-time of 56 seconds, a fixed charge of  FF0.74

single tariff of FF0.78 (€0.12)

Prefix 0 803                                                 Beyond a credit-time of 45 seconds, a fixed charge of FF0.74

single tariff of FF0.99 (€0.15)

the cost of the call is charged in full to the caller

E. Télétel and Audiotel

1. Télétel

New pricing provisions were added for Télétel services : France Télécom introduced time-modulated prices for the Télétel kiosk service which is accessed by keying in 3615 or dialling numbers beginning with 083625
 (opinion n° 98-05), and also for access to the Minitel service
 (opinion n° 98-36).  It also introduced a ceiling on the prices for non-kiosk access, with time-modulated rates for Télétel 3615
 services (opinion n° 98-644).


Changes to the Kiosque Micro service enable users to benefit from higher speed access to on-line services and to the Internet
 (opinion n° 98-308). A new access number for the Kiosque Micro service (08 36 01 30 13) to be used essentially for Internet connection, was introduced in the special prices that France Télécom offers its customers which subscribe to the Professionnel or Professionnel Numéris services
 (opinion n° 98-682).


ART found that these price changes fulfilled the demands of Télétel service providers and users and that the arrangements would benefit users.  It issued a favourable opinion (cf. figure n° 6).


At the end of the year, the price of the monthly subscription to telematic service codes was changed in accordance with a new scale with four price levels.  ART found that all these measures gave telematic service providers an incentive to price down their services, which would have a positive impact on Minitel use.  It issued a favourable opinion
 (opinion n° 98-777).

Figure n° 10 : Cost of consulting a Télétel kiosk service

The set-up cost for connection to one of the telematic kiosk services is FF0.12 (€0.18) inc VAT. This set-up cost is included in the first 61.5 telecom units charged for each call.
Minute level                           Access number                                         Price per minute, inc VAT

                                                                                                                   standard rate / cheap rate 
T1 .. ..                                     3613                        FF0.13 (1.98 Euro centimes) / 0.07 (1.07 Euro centimes)

T3 (non kiosk)                      3613 - 3615               FF0.25 (3.81Euro centimes) / 0.13 (1.98 Euro centimes)
T2 (non kiosk)                      3614 - 3616 - 3617                                            FF0.37 (5.64 Euro centimes)
T20.. ..                                      3614 - 3623           FF0.37 (5.64 Euro centimes) / 0.19 (2.90 Euro centimes)
T22                                           3615                       FF0.45 (6.86 Euro centimes) / 0.23 (3.51Euro centimes)
T23                                         3615                                                                FF0.45 (6.86 Euro centimes)
T32 ..                                      3615 -                                                                            FF0.85 (€0.13) 
T33                                          3615                                        FF1.0 (€0.15) / FF0.50 (7.62 Euro centimes)
T34 ..                                       3615 - 3616 - 3617 -                                                    FF1.01 (€0.15)
T35                                          3615                                                   FF1.29 (€0.20) / FF0.65 (€0.10)
T36                                          3615 - 3616 - 3617                                                       FF1.29 (€0.20)
T43                                          3615                                                   FF2.23 (€0.34) / FF1.12 (€0.17)
T44                                          3615 - 3617                                                                 FF2.23 (€0.34)
T46                                          3617 -                                                                          FF3.48 (€0.53)
T60                                          3617  - 3628                                                                 FF5.57 (€0.85)
T70                                          3617 - 3629 -                                                                FF9.21 (€1.40)

2. Audiotel

Audiotel voice services are accessed by dialling numbers beginning with 0836. They are cost revenue services.  France Télécom takes care of billling and collecting payment from users, and pays a fee to the service providers (cf. figure n° 7). Four new services have been added to the service offering used by Audiotel service providers.  These include re-routing to an Audiotel service, at a price lower than or equal to the initial Audiotel service.  ART issued a favourable opinion on these proposals. 

Figure n° 11 : Prices from a subscriber’s telephone (voice frequencies)

The price billed covers the use of France Télécom’s network and the payment of the service provider.  The day, time and distance are not accounted for in the price.  It is payable based on the number of time impulses.

Numbers beginning with                                                                                   Price inc VAT
08 36 64 .. ..                                                                                          FF0.74 (€0.11) per minute

08 36 65 .. ..                                                                FF3.71 (€0.56) per call (unlimited duration)

08 36 66 .. ..                                                              FF3.71 (€0.56) per call (unlimited duration)

08 36 67 .. ..                                            FF1.49 (€0.22) per minute (maximum duration of 30 minutes)

08 36 68 or 69 ..                                     FF2.23 (€0.33) per minute (maximum duration of 20 minutes)

08 36 70 ..                                                                                       FF8.91 (€1.35) per call

                                                        plus FF2.23 (€0.33) per minute (maximum duration of 20 minutes)

F. Prices for Internet access calls

Calls to access the Internet from France Télécom’s analogue (PSTN) or digital (Numéris) local network are charged as local calls; the price options on local calls are also applicable;  in addition, France Télécom has developed special price options for Internet calls. During 1998, ART issued eight opinions on special prices for Internet access calls. 

1. Internet Primaliste

The option called Primaliste Internet was created by France Télécom to replace the “ cheap rate ” for calls at night, which was removed when per-second pricing was introduced on 1st October 1997. Initially, subscribers paid FF10 inc VAT per month for a 40% discount on calls made to an Internet access number between 10pm and 8am weekdays. At the end of 1997, France Télécom proposed to increase the discount to 50% for Primaliste Internet calls.

When studying this offer, ART compared the average price of Internet access calls paid by Internet users which subscribed to the offer, with the average cost of France Télécom’s local calls. The calculation of the average price took into account the fact that Internet users connect not only between 10pm and 8am, but also at the weekend and early evening during the week.  The analysis showed that the average price was in line with the average cost.  In its opinion n° 98-24 of 29 January 1998
, ART thus stated that it was in favour of these changes to Primaliste Internet ; the proposal was approved by the secretary of state for economy and finance and by the minister for industry.

2. Avantage Numéris Internet

The option called Avantage Numéris Internet was launched by France Télécom in Autumn 1997. It gives business customers with Numéris access, the opportunity to pay an additional subscription of FF38 exc VAT in exchange for a 35% discount on the price of Internet access calls (for two access numbers pre-selected by the subscriber) between 8am and 10pm. 

In summer 1998, France Télécom proposed a 10% reduction in call tariffs, including for local calls, at peak time, for subscribers to Professionnel Présence and Numéris
 services (cf. ART opinion n° 98-297), as well as an increase from 35% to 40%, in the discount for Avantage Numéris Internet, and an extension of the time during which the offer applies to 24 hours a day, all weekdays.

ART found that these two changes would result in a below-cost (
) average price for Internet access calls for all customers that were connected over 20 hours per month.  It found that this category of customers constituted a significant and relevant market segment, and that the disequilibrium between the price and the cost was contrary to competition rules. Consequently ART issued a favourable opinion on 2 July 1998 on the general 10% reduction in call tariffs, but an unfavourable opinion on the specific measures regarding Avantage Numéris Internet
; the ministers followed ART’s opinion.  Option Avantage Numéris Internet customers thus enjoyed a 10% reduction in the prices for peak-time Internet access calls.

3. The flat rate charge for 2nd line

At the end of 1997 France Télécom proposed creating new subscriptions associating a second telephone line tariff and a flat-rate charge for local calls, to be used for instance, for Internet access (calls in the week between 6pm and 8am, and all day on Saturdays, Sundays and public holidays).  One comprised 15 hours of local calls for FF119 inc VAT monthly, and the other 30 hours for FF189 inc VAT. France Télécom also proposed a flat-rate charge for the second line for Internet access, comprising a second line and 100 hours of Internet access calls (during the week between 10pm and 8am, and all day on Saturdays, Sundays and public holidays), for FF169 inc VAT monthly.

In its opinion of 29 January 1998, ART made the following analysis
.

First, the prices proposed appeared to be much lower than the average cost in 1998 for all usage time, which justified consumers subscribing to the option.  The prices were also lower than ART’s estimates of incremental costs. 

Second, ART tried to determine whether an efficient competitor to France Télécom would be able to provide an equivalent service at the same price.

The analysis first took into account the local loop market as a whole. ART found that the margins made on the overall telephone traffic for high volume local and long distance call users was sufficient to cover an operator subsidising the sale of a second telephone line at the price proposed by France Télécom.

Concerning the entry of cable operators on the Internet access market, ART noted that these operators can provide Internet access at a lower price than the price proposed by France Télécom, because the economy of cable networks is very different from that of the traditional telephone network.  In traditional telephone networks, duration incurs cost, which is not the case for cable networks.  This economic difference between the two types of network places cable network operators at an advantage for the provision of broadband services with or without a call package. 

ART finally studied the question of the entry of an alternative operator on the national IP backbone market, as a competitor of Transpac, the subsidiary of France Télécom.

France Télécom is required, pursuant to the posts and telecommunications code, to carry calls on its switched network to another operator at non-discriminatory cost-based prices;  France Télécom provides interconnection services to these operators at cost-oriented prices.

Regarding the price of Internet access calls using a second line proposed by France Télécom, it appeared that alternative operators wishing to enter this IP market would be squeezed out if the interconnection tariffs they had to pay were those listed in France Télécom’s standard interconnection offer for 1998.

ART concluded that there was a risk of predatory pricing in France Télécom’s proposal. The prices might be discriminatory as France Télécom proposed levying lower charges for its own use of the local network than the charges levied on other operators through interconnection. This would have been contrary to the provisions of the posts and telecommunications code, and would have resulted in the exclusion of competitors from the market. 

ART thus issued an unfavourable opinion on France Télécom’s proposal, and stated that it would like to re-consider a proposal with beneficial Internet usage conditions for households, given the interconnection agreements concluded between France Télécom and new entrants for Internet access.  These offers were not approved.

4. Numéris R (Itoo)

In summer 1998, France Télécom proposed a subscription package to its Numéris network for residential users.  This package comprised a discount on data communications (including Internet access) at a low off-peak rate.

After the initial opinion from ART
 (opinion n° 98-679), which was favourable subject to certain conditions, France Télécom proposed a version of the offer with a monthly subscription at FF169 inc VAT and a 40% discount on all off-peak data communications.

ART found that this offer was innovative and was likely to develop ISDN usage and high-quality Internet access for residential customers. It assessed the proposal with regard to the price of Internet access calls, as it had done for Primaliste Internet, Avantage Numéris Internet and 2nd line packages, by comparing the prices proposed to France Télécom’s costs and studying the possibilities for competitors to propose similar offers.

ART issued a favourable opinion
 on 4 September 1998 (avis n° 98-736), stating that it was conditional on the offer being made for a limited period which would terminate at the end of March 1999 at the latest, and which would be re-assessed based on changes in costs, interconnection conditions applicable to Internet access calls, and development of the Internet access market in France.  The

 proposal was approved. 

5.  Adding non-geographic Internet access numbers to the services elegible for discounts 

At the end of 1997, France Télécom proposed that subscribers to the Primaliste and Avantage flat-rate local on-line (for residential customers) and web site (for business users) options be given the opportunity to enjoy a discount on their calls to 08 36 01 13 13, 08 36 01 93 DU and 08 36 06 13 1U numbers. These non-geographic numbers are used by Internet access providers using the national IP backbone provided by Transpac. Thanks to a contract between France Télécom and its subsidiary, Transpac, the corresponding calls are charged at the local rate; the pricing proposal was to apply the options usually applicable to local calls to these communications.  ART issued a favourable opinion on this proposal on 7 January 1998
 (opinion n° 98-06); the pricing proposal was approved. 

At the end of 1998, France Télécom proposed including calls to 08 36 01 30 13 numbers in the services with options proposed by Primaliste, Primaliste Internet, local flat-rate Avantage, on-line and web site Avantage Partenaires, and Avantage Numéris Internet. This number corresponds to the access service to France Télécom’s Internet Kiosque Micro, which is provided from a Transpac frame relay data transmission service, at the same price for the caller as the price charged for 08 36 01 13 13 numbers. ART issued a favourable opinion on 24 November 1998 (opinion n° 98-977) on this proposal
. The corresponding pricing proposal, which extended the options of Primaliste, Temporalis and Primaliste Pays to subscribers to the Numéris Itoo service, was approved.

ART had to remind France Télécom that it was obliged to sign contracts with the data transmission operators that requested, in a non-discriminatory manner with regard to those existing with Transpac. It ruled that Internet access providers should be able to freely choose the operators which carry their data, that users should be able to reach their Internet access provider at the local rate, and that discounts should not be reserved to the customers of France Télécom group Internet access providers or Internet access providers using Transpac’s data transmission service. 

6. Internet in schools

a. The pricing proposal presented by France Télécom at the beginning of 1998

On 19 January 1998, ART received a proposal from France Télécom concerning special prices for Internet access for schools.  The proposed service included at a minimum the conveyance of calls from schools to a remote server.  It explicitly linked the following services: 

· the conveyance of calls over the analogue or digital public network to a Transpac data transmission network gateway:  this is segment 1 of the offering;

· IP-based data transmission, over the Transpac network, from the gateway to the node on the Transpac data transmission network to which its server is connected, at its charge: this constitutes segment 2.

The standard service proposed by France Télécom also included bundled Internet access :  this constitutes segment 3.

 France Télécom proposed offers based on Numéris access, corresponding to 1900 hours usage per annum (or 10 hours a day for 190 days) and per circuit of 64 kbit/s, at the following prices:

· FF5800 inc VAT for a user base of 1 to 10 connectable computers;

· FF8000 inc VAT tax for a user base of 11 to 15 connectable computers ;

· FF4000 inc VAT for 1 to 5 additional computers, up to 30 computers for secondary and high schools and 60 for lycées. 


ART analysed the level of prices proposed in relation to the costs and the bundling of the offer. 

b. ART’s analysis of the level of prices proposed 

ART focused on assessing the foreseeable impact that the prices proposed by France Télécom might have on competitors entering the market for Internet access for schools. 

It did this on the basis of previous competition authority rulings. According to the competition authority, a price can be deemed to be predatory in two cases :  either it is below the variable average cost, or it is above the variable average cost but below the full average cost, and aims explicitly to exclude or in practice excludes one or several competitors from the market which are as efficient as the dominant operator.


Without information on France Télécom’s variable average costs, ART first compared the prices proposed with France Télécom’s full average costs and, secondly, studied the status of new operators which might like to offer these services at the same prices as those proposed by France Télécom.

On the basis of information at its disposal, ART noted that the average cost of providing the service proposed was well above the proposed annual price of FF5800 and FF8000 inc VAT.

As regards the possibility of an efficient competitor providing the same service at the same price, by interconnecting to France Télécom’s local network, ART found that the charges that such an operator would have to pay France Télécom for interconnection would be much higher than the prices proposed by France Télécom (these charges alone would total FF160000 exc VAT).

France Télécom’a competitors on the Internet access market would therefore be unable to propose an equivalent service in acceptable economic conditions, given the interconnection charges levied by France Télécom,.  

c. ART’s analysis of the bundled service

The service proposed by France Télécom explicitly bundled the public switched network segment, where France Télécom is in a quasi-monopoly position, and the data transmission segment. 

Competition authority jurisprudence at both national and Community level states that abuse of the dominant position as defined in article 86 of the Treaty of Rome and in article 8 of the order of 1st December 1986 occurs when an undertaking uses a dominant position on a given market to distort competition on a second upstream market or by linking up with the dominated market. 

ART ruled that France Télécom explicitly bundled the first two segments of the Internet access offer, that there was no access offer to the local public switched network enabling France Télécom’s competitors to offer an equivalent service, so the proposal was contrary to competition law. 

c. The solution proposed by ART

ART, intent on opening Internet access in schools in the best economic conditions possible, sought and proposed a solution enabling the reconciliation of fair competition conditions and the possibility for operators to propose services corresponding to the schools’ requirements. 

This solution aimed at giving schools the freedom to choose their provider, which is necessary given the rapidity with which Internet evolves, the diversity of local circumstances in which schools find themselves, and the expected benefits of competition for users. It took into consideration France Télécom’s obligation to provide a separate service component only on segment 1, to enable other operators to provide a competitive service, if it intended to present a service for schools covering segments 1 and 2. 

ART recommened that France Télécom provide a special interconnection offer for schools’ Internet access traffic.  The tariff for this service would take into account the high usage of Internet access in schools.  This would have enabled France Télécom to offer schools an annual price of FF7500 inc VAT for 1900 hours of traffic.


But ART’s suggestion was not followed.  ART concluded that France Télécom’s offer would prevent the development of competitive alternative solutions, in the short and medium term, by erecting barriers to entry on the Internet access market for schools.  ART found that the fact that France Télécom, which is in a dominant position on the national local loop market, only proposed an offer bundling the local public switched network and data transmission segments, would lead to disputes. ART thus issued an unfavourable opinion on this offer, on 11 March 1998 (opinion n° 98-180).

e. The role of the competition authority

France Télécom’s proposal was approved by the secretary of state for the economy and finance, and the minister for industry.  The French association of alternative operators (AFOPT) brought the matter before the competition authority and called for conservatory measures to be taken to stop France Télécom marketing the service. 

Under article L. 36-10 of the posts and telecommunications code, ART submitted an opinion on this case to the competition authority.  In its decision n° 98-MC-03 dated 19 May 1998, the competition authority confirmed ART’s position and ordered France Télécom to suspend its offer of the service in question “ until the company proposes long distance operators a special price and non-discriminatory interconnection to its local telecommunications network for Internet access for schools ”.

f. France Télécom’s final offer

Following the competition authority’s decision, France Télécom decided not to propose a special interconnection offer for Internet access for schools.  Instead it offered schools the same tariffs as those applicable in existing interconnection terms. 

These new offers were:

· the provision of a B Numéris channel for FF1440 inc VAT per annum;

· a flat-rate package of 380 hours of calls per annum to the local connection number of an Internet access provider for FF 3450 inc VAT per annum (segment 1) ;

· and, the bundled provision of a B Numéris channel and a 380-hour call package per annum to an Internet access provider connected by Kiosque Micro, for FF6200 inc VAT per annum (segments 1 and 2).

At the same time, as France Télécom had stated that the interconnection tariffs listed in its standard offer would apply to Internet access calls from schools using another operator, the cost of using segment 1 for such an operator was set at FF3450 inc VAT for 380 hours of telephone traffic.

In these conditions, data transmission operators (present on segment 2) could propose offers equivalent to that of France Télécom on segments 1 and 2, and schools could choose between services supplied by France Télécom and other data transmission operators at similar prices. 

These offers also enabled different Internet access providers to propose their services to schools, by dialling an ordinary telephone number or a non-geographic number corresponding to a connection via Transpac or by using another data transmission operator,. 

ART thus concluded that France Télécom’s new pricing proposal took into account the observations ART had made in its opinion n° 98-180, particularly in terms of unbundling the offers ;  it issued a favourable opinion on the matter on 7 July 1998 (opinion n° 98-630) ; this pricing proposal was approved.

7. Summary of the prices charged by France Télécom for Internet access calls 

The table below shows the prices that France Télécom charges residential users (mainly off-peak) and business users (Internet access with a Numéris line, mainly peak time) for calls to an Internet access number.

A residential Internet user connected for 9 hours per month (average consumption for a residential Internet user) off-peak (after 7pm and at the weekend) thus pays France Télécom, depending on the options taken out, between FF50 and FF80 inc VAT per month for local calls. In addition, it pays its Internet access provider a monthly subscription of between FF50 and FF150 inc VAT, depending on the IAP. 

Name of tariff
Subscription 

(FF/month tax included)
Discount rate
1 hour peak time

(FF  inc VAT)
1 hour standard time

(FF inc VAT)

Basic tariff for residential users


16.68
8.71

Primaliste
15
20% at all times
13.34
6.97

Temporalis
15
depending on the duration of the call; 30% after 15 min.
12.50
6.62

Forfait Local
30
6 hours free of charge after 6pm and at the weekend
n.p.
5.00

Primaliste Internet
10
50% from 10pm to 8am
n.p.
4.35

Numéris Itoo (Numéris R)
169
40% after 7pm and at the weekend
n.p.
5.23

Basic tariff for business users


15.17
8.71

Avantage Numéris Internet
46
35% between 8am and 10pm
9.86
5.66

Special tariff for schools
3450 FF/annum
380 hours, from 8am to 7pm
9.08
n.p.

G. Fixed/mobile convergence

1. Primo service trials

Primo is the single number service that France Télécom is testing out commercially during 1999.  ART issued a favourable opinion on these trials on 2 December 1998. 

A single number is used to terminate all calls, before they are automatically transferred to a fixed or mobile phone previously chosen by the customer.  Primo also enables customers to use a voice server to send calls from a fixed or mobile phone, and to be charged on a special bill.  The service has its own specific pricing structure. 

Primo is an illustration of fixed-mobile convergence. ART is particularly careful to  ensure that mobile and fixed local loop operators competing with France Télécom can provide this service, if they so wish ;  it has started discussions with interested operators to gain a better understanding of the challenges in terms of technical details, interconnection and confidentiality that need to be agreed between operators.  These discussions with the industry have enabled France Télécom to launch its innovative fixed-mobile convergence service in fair conditions, without discrimination against its competitors.  ART’s approach may be used for other similar types of offer. 

2. Long Distance Primaliste


France Télécom proposed giving new subscribers to its Loft or Ola Itinéris mobile phone service the opportunity to subscribe to a new option called Primaliste Longue Distance for a six month period, free of charge.  This option gives subscribers the right to a 20% discount on international, national and local fixed telephone calls (applicable for 6 numbers, using same system as the automatic Primaliste option).


When assessing the implications of the offer on competition, ART focused on the way the offer was being commercialised, and issued an unfavourable opinion.  ART found that the offer was being proposed by France Télécom, which was in a dominant position on the long distance fixed telephone service market.  The offer consisted in according a discount on long distance calls when buying a subscription to one of France Télécom Mobiles’ services.  This thus constituted an abuse of the dominant position.


ART found that this offer could have a negative impact on competition conditions on the mobile telephony and long distance fixed telephony markets.


On the mobile telephony market, ART found that the offer gave France Télécom Mobiles a competitive advantage over its mobile competitors.  France Télécom had actually given SFR and Bouygues Télécom the opportunity to participate in the offer, but its proposal was impracticle as these mobile operators are direct competitors to France Télécom. In addition, if a competing mobile operator can set up a comparable alternative offer, either it has its own long distance infrastructure, or it can come to an agreement with another operator which has such infrastructure.  France Télécom’s offer appears more advantageous for its own fixed telephone subscribers. As competition on the long distance telephony market is not yet well established such an offer would give France Télécom an unfair advantage on the mobile telephony market. 


On the long distance telephony market, this offer would be like a bundled discount of the mobile service where France Télécom has significant market power, and the long distance fixed service, where France Télécom is still in a dominant position.  Bundling together these services would dissuade customers from using a new fixed operator for their long distance calls.  By the competition authority’s standards and jurisprudence, it would constitute an abuse of the dominant position by France Télécom. 


Despite ART’s opinion, the offer was approved by the ministers and launched commercially on 15 January 1999 for a period of three and a half months. As soon as it was launched on the market the French associations of alternative operators, AFOPT and AOST brought the case before the competition authority and demanded that conservatory measures be taken to oblige France Télécom to withdraw the offer. 

H. The World Cup football tournament (opinion n° 98-322, n° 98-328 and n° 98-391)


During the world cup football tournament, which took place in France between 10 June and 12 July 1998, France Télécom offered a wide range of services and products. 

Information and telephone assistance service
 France Télécom offered a helpline service for the World Cup football tournament between 13 May and 31 July 1998.  This multilingual service, accessed by dialling 3698, proposed sporting information (match locations, times and results), tourist information (for all the towns hosting the event), and real-time practical data (transportation, weather and road status reports).  ART issued a favourable opinion on the service.

Promotional offer
: France Télécom proposed a special promotion on all calls from a fixed subscriber’s telephone from midnight on Saturday 13 June to midnight on Sunday 14 June.  This offer made the part of the call from the fifth to tenth minute free of charge.  Given the short duration and one-off nature of this offer, ART issued a favourable opinion.  
Compusport service
: This on-line information service, enabled journalists and radio presenters to access real-time statistics and follow images of the action taking place in the various matches on a computer during the World Cup football tournament.
III. Customised offers

High volume users are targeted by new entrants, as their business is a good sign for the rest of the market, due to their corporate reputation and professionalism.

In a market open to competition, all operators, including the incumbent, have to develop varied commercial offers and propose pricing options adapted to this type of customer. 

Unlike new entrants, France Télécom, as the incumbent responsible for providing the universal service, has to have its prices approved for services which are under the scope of universal service, or where there are no competitors on the market. 

France Télécom considers such price controls to be a constraint.  When responding to demands from large corporations or public authorities (call for tender), competitors know France Télécom’s prices in advance. New entrants are free to set their prices, within the terms of their licence.

Article 14 of France Télécom’s licence terms authorises it to make an exception from its standard offer in order to meet a specific demand, in technical or commercial terms.  This article, entitiled “ Transparency of universal telecommunications service offerings” stipulates that the incumbent “ cannot make an exception to the general technical conditions and prices published previously, unless there is a specific technical or commercial demand to justify it.  In such an event, France Télécom may propose a customised offer, which shall not be discriminatory. 

It shall inform the telecommunications regulatory authority before signing the contract setting out the technical and financial terms of this offer.  The telecommunications regulatory authority may ask for the details of the offer to be published, if it is necessary to guarantee the principle of non -discrimination”.
Hence, this article only concerns offers relating to the universal service, i.e. especially France Télécom’s telephone service

The regulator thus has to be vigilant to ensure that France Télécom does not use its pricing flexibility to prevent competitors from entering the “ large volume user ” market.  While recognising that it is legitimate for France Télécom to have pricing flexibility, which can benefit customers, ART has to ensure that its prices comply with telecommunications regulations and competition law. 

So far, and since its creation, ART has received five proposals from France Télécom regarding customised services.  These represent revenue of around FF300 million .  ART has not required their publication. 

When it receives a customised offer for opinion, ART ensures that it conforms with the regulations in force and does not undermine competition.  In order to do that, it verifies that the offer is actually justified by virtue of the customer’s “ specific technical or commercial demand”; it also verifies that the offer conforms to the principle of non-discrimination and is not predatory pricing.  Its assessment also takes into account the degree of competition on the market. 

At the same time, to enhance market certainty environment, for both France Télécom in its relations with customers, and for customers in the offers available to them, ART has begun studying ways of clarifying the conditions justifying France Télécom’s use of customised offers.  

ART chairman called on the competition authority for advice on this issue, on the basis of article L. 36-10 of the posts and telecommunications code.  The competition authority replied in an opinion issued on 16 December 1998
.

On the basis of the competition authority’s recommendations, ART drew up draft guidelines on France Télécom’s customised offerings, supported by telecommunications law and competition rules. These guidelines have been sent to the interested operators for comment. 

Chapter VII: Dispute settlement and penalties

I. Dispute settlement

In 1998 ART was requested to use the powers conferred upon it as an independent administrative authority to resolve several disputes. It issued two such decisions in 1997 and fourteen in 1998.  The matters brought before it concerned the provision of telecommunications services over cable networks, issues involving telematic service providers, and a dispute between France Télécom and an Internet access provider (Infosat).

A. Telecommunications services over cable networks

1. State-built cable networks (“ cable plan ”) 

Cable networks are governed by two legal regimes:

· State-built cable networks (the cable plan)
These networks were rolled out from 1982 in a vast nationwide scheme, known as the “cable plan”. They were built by the Directorate General of Telecommunications, and thus were originally Government property. The posts and telecommunications Public Service Act n° 90-568 of 2 July 1990 transferred their ownership to France Télécom, which means that France Télécom now owns the networks, while cable operators use them for commercial purposes.  The three cable operators present on the market are France Télécom, Lyonnaise Câble (a subsidiary of Suez Lyonnaise des Eaux group), and NC Numéricâble (a subsidiary of Canal +). The three operators provide over 4 million connectable sockets, which is about two thirds of the sockets in France.

· network “ concessions” under the Freedom of Communication Act of 30 September 1986
The 1986 Act ended the cable plan monopoly on network deployment, and empowered the local authorities to set up and authorise cable networks within their regions, to provide sound or TV broadcasting services.

This enabled cable TV operators to roll out networks under local authority concessions.

Cable plan networks and cable concessions are subject to specific provisions under the posts and telecommunications code.  The code also stipulates the content of the agreements between France Télécom and cable network operators, for the provision of telecommunications services over these networks. 

Several disputes have already arisen between France Télécom and the cable operators, over the technical and financial conditions governing the provision of telecommunications services. 

ART has issued eight decisions on this subject
, and has used the powers conferred upon it by article L. 36-8 of the posts and telecommunications code to resolve them. The underlying objective of each of these decisions has been to foster the emergence of effective competition on the local loop market, to the benefit of consumers.  The challenge has also been to provide several million French households with high-speed Internet access.

ART invited the parties involved to focus their negotiations on achieving ownership and operational conditions favourable to competitive development.

2. ART’s decisions on the cable plan networks

a. Internet access services over cable plan networks

The telecommunnications regulatory authority issued several decisions setting out the technical and financial conditions governing the provision of Internet access services over certain cable networks.  These were aimed at boosting the number of cable network and Internet subscribers in France. 

Two decisions issued on 10 July 1997
 settled disputes brought before ART, between France Télécom and Paris TV Câble (a subsidiary of the Suez-Lyonnaise des Eaux group) and Compagnie Générale de Vidéocommunication (a subsidiary of Générale des Eaux group).  These decisions determined the technical conditions and tariffs for providing Internet access services over cable networks, in Paris and over eighteen cable plan networks.

They also allocated operational responsibilities to the parties involved: 

· the cable operators would own and be in charge of funding and operating the special facilites, known as “ cable routers ” ;

· France Télécom, as network owner, would upgrade the networks;

· cable operators would fund network upgrading.

A third decision was issued on 31 July 1998
 settling another dispute between France Télécom and Paris TV Câble.  This supplemented the intent of decision n°97-209 of 10 July 1997, but also covered other disputed points, which had arisen during implementation of the latter decision.

It stated that:

· the technical and commercial implementation of the service should follow a tight schedule, and should be completed by the end of January 1999 at the latest;

· 2.4 MHz, with extension possible to 3.6 MHz return path capacity should be allocated to Paris TV Câble for Internet access service, 

· Paris TV Câble would be responsible for maintenance of the coaxial part
 of the cable network for the Internet access service.

b. Telephone services over cable plan networks

On 19 June 1998, ART issued two decisions
 on disputes between France Télécom and Paris TV Câble and Lyonnaise Communications (two Suez Lyonnaise des Eaux companies). The disputes were over the technical and financial conditions applicable for the provision of telecommunications services other than the Internet access service (especially the telephone service) over cable plan networks (including the network in Paris).

The two decisions followed the same logic and set the fees that Paris TV Câble and Lyonnaise Communications had to pay France Télécom for using capacity on each cable network.

They also allocated operational responsibilities to each party, in several areas:

· France Télécom, as network owner, was appointed works mangager;

· a precise method and timetable were laid down for all the work needed to upgrade the networks.  This stated that the work should be completed by France Télécom at a given date after 1st October 1999, which would be set by Paris TV Câble and Lyonnaise Communications. However, it added that if it transpired that France Télécom would not be capable of finishing the work by that date and under the pre-defined conditions, ART could appoint Paris TV Câble or Lyonnaise Communications works manager;

· cable operators would provide all the funding required for network upgrading;

· France Télécom would give cable operators the capacity they required to provide the telephone service (15 MHz duplex).  Cable operators would pay an annual fee of around FF12 per connectable socket for this capacity.

· The cable operators would be responsible for maintenance of the coaxial part of the cable networks, which determines the quality of the telecommunications services provided.

On 23 October 1998, ART issued two more decisions
, settling a dispute between the same parties over the implementation of the previous decisions.  The dispute arose when Paris TV câble and Lyonnaise Communications requested 1/200th of France Télécom’s building plans showing the civil engineering work carried out on the coaxial part of the cable networks.  ART found that not only would these plans be useful in showing the upgrade work, but the cable operators would need them for maintenance purposes on the coaxial part of the network

It thus decided to require France Télécom to send a copy of these documents to Paris TV Câble and to Lyonnaise Communications, under a confidentiality agreement signed between the parties.

On 30 October 1998, ART issued a decision
 on a similar dispute, which arose during the implementation of decision n°98-678 of 31 July 1998 on Internet access services. 

B. Telematic services over the public switched network

1. Parties’ requests for settlement 

ART received around ten requests for dispute settlement from telematic service providers. These referrals accused France Télécom of suspending or terminating several access agreements, called “Audiotel fixed call-duration contracts”
 or “Télétel contracts ”
 on the grounds that the content of the services breached the terms of the contracts.


The telematic service providers believed that the disagreement concerned an access agreement, and therefore referred the matter to ART, pursuant to article L.36-8 of the posts and telecommunications code.


Accordingly, they also made reference to article L.34-8-II of the posts and telecommunications code, which stipulates that operators “with significant market power”, including France Télécom, “ must provide access to their network, to users and providers of telecommunications services other than the public telephone service, and to broadcasting services declared pursuant to article 6.43 of the Act n° 86-1067 of 30 September 1986, in an objective, transparent and non-discriminatory manner.”


Finally, they complained that they were being discriminated against, were not receiving fair treatment and that France Télécom was not fulfilling its obligation of neutrality.


Consequently, they requested ART to order France Télécom to re-instate and continue its “Audiotel contract ” and “Télétel contract ” network access agreements for the services mentioned.  They also requested that these agreements be brought into conformity with current legislation, which meant removing the discriminatory clauses in the first part of the agreements, and particularly those excluding certain activities.


France Télécom, for its part, stated that under article L.36-8 of the posts and telecommunications code, ART had general powers to ensure that the technical and financial conditions governing interconnection between networks or access to a telecommunications network, were fair, and implemented in an objective, transparent and non-discriminatory manner.


However, it argued that the public provision of “ Audiotel ” and “ Télétel ” services was a specific regulatory case, not covered by the same regime as other telecommunications services.


According to France Télécom, the regime that applied in this case was principally based on the provisions of the decree of 25 February 1993
.  This decree has been integrated into articles D. 406-1 to D. 406-3 of the posts and telecommunications code, which set up a high council for telematic services and an independent telematic services committee.


France Télécom therefore argued that as the complaints made by the telematic service providers concerned the type of services offered, and the terms of contract and ethical rules relating to these services, they were outside the scope of ART’s jurisdiction.

2. ART’s jurisdiction

ART stated that it did not have the power to settle these disputes in ten decisions issued between 24 June 1998 and 6 January 1999.


Having studied the matter ART found that the “ subject ” of the dispute between the service providers and France Télécom, was not within the scope of article L. 36-8 of the posts and telecommunications code.  The reasons for the dispute “ do not concern conformity with the technical and financial conditions laid down in the provisions of above-mentioned article L. 36-8 nor the fulfillment of the not-strictly commercial clauses contained in the general terms of the Audiotel and Télétel contracts ”.


ART thus rejected all the telematic service providers’ requests for dispute settlement, “on the grounds that it was not empowered to pass judgement on such cases”.

3. The Paris appeal court confirmed ART’s decisions

a. Appeal by Copper Communications

On 29 July 1998, the telematic service provider, Copper Communications, appealed to the Paris appeal court against the decision of 24 June 1998
 which settled a dispute with France Télécom.

At the same time, it asked the presiding judge of the Paris appeal court to order a stay of execution of ART’s decision.  This appeal was rejected
 on the grounds that ART’s decision did not order the implementation of any provision, and consequently the court did not have the power to order conservatory measures or guarantees accessory to or in subsidiary to a request for stay of execution. Copper Communications then made another appeal to the  presiding judge of the appeal court, to ask for conservatory measures to be taken to secure continued access to France Télécom’s network, until the court had ruled on the issue.  The presiding judge also rejected
 this appeal, stating that the new code governing the judicial review of summary orders and injunctions did not apply to appeals against ART decisions.  It also added that it did not have the power to impose conservatory measures, in the event of an appeal against an ART decision, pursuant to article R. 11-3 of the posts and telecommunications code
. 


The Paris appeal court thereby completely rejected the grounds of Copper Communications’ appeal on 5 December 1998.


It ruled that:

· the dispute that had been referred to ART did not concern a problem of access to the on-line “Audiotel” service, in the meaning given in article L. 36-8 of the posts and telecommunications code;

· the dispute only related to the regulation of content supplied by the services and the implications of the decree of  25 February 1993, which stipulates that restrictions may be placed on the content provided over “ Télétel ” and kiosk
  telematic and telephone services (“ Minitel ” or “ Audiotel ”), if required for the protection of minors;

· ART has not been given the power to interpret legislation, nor to assess the legality of regulations adopted in order to monitor “ Télétel ” services and telematic or telephone kiosk services.


The appeal court concluded that it was not ART’s duty to assess and rule on contractual clauses resulting from a legal regime that had been adopted specifically for “ Audiotel ” services.  Hence it ruled that ART was justified in rejecting the case, as the telecommunications regulatory authority was not responsible for monitoring content. 

b. Appeal by To Com, Audiopresse and Even Média 


The Paris appeal court supported three other decisions taken by ART on disputes between telematic service providers and France Télécom in three orders issued on 16 March 1999.  The grounds given were the same as those for Copper Communications’s case.

C. Dispute between Infosat and France Télécom

1. Infosat’s request for settlement


Infosat is an Internet access provider, with a point of presence (POP) in Rouen.  Its customers are located in two separate local service areas, in the Havre and Rouen.


To access Infosat’s service, customers located in the Rouen local service area pay the price of a local call, and those situated in the Havre local service area pay the price of a long distance call.


Infosat asked France Télécom to provide it with a service to enable its customers in the Havre local service area to access the Infosat service for the price of a local call. Infosat would cover the extra cost of carrying the call from Rouen to the Havre.

France Télécom stated that it already provided such a service:

· in its standard offer: the Numéro Azur service;

· in the special access service provided for telecommunications service providers present throughout the country. France Télécom’s subsidiary, Transpac uses this service.  Transpac also provides Internet access services.


Under article L.34-8-III of the posts and telecommunications code, “ disputes concerning (...) access conditions ” between telecommunications service providers and France Télécom may be brought before ART, which is empowered to settle them.  Infosat thus referred the matter to ART, and ART issued its decision on 18 December 1998
.

2. Grounds of ART’s decision


The grounds of ART ‘s decision were the following:

The service requested effectively corresponded to the definition of access to an operator’s network. Infosat had the right to ask for access to France Télécom’s network, and the latter was required to satisfy “ justified requests for special access under unpublished technial and financial conditions”
, according to the provisions of the third paragraph of article L.34-8-II of the posts and telecommunications code.


ART thus had to determine whether the request for access was justified.  To do this, it analysed the case based on a recent European Commission communication on the application of competition rules to access agreements in the telecommunications sector
.  This communication describes the way in which the Commission deals with disputes of this type.

Based on this analysis, applied to the case in hand, it became clear the Infosat’s request was justified because:

· in the Rouen area, there is no alternative network to France Télécom’s public switched network, for the provision of  Internet access services;

· France Télécom’s offer, as de facto monopoly provider in this area, was either bundled
, or the tariffs charged for the service were excessive, as defined in French and European case law, which is “ too high in relation to the service provided”.

Consequently, France Télécom was required to satisfy Infosat’s request at a reasonable price.  ART determined a tariff based on the cost incurred by France Télécom for providing the service (to ensure that the tariff was not below cost) and in relation to the price quoted in France Télécom’s standard interconnection offer for services of a similar type (digital leased lines).

ART finally decided that France Télécom should:

· carry calls to Infosat numbers to the termination point of the switched telephone network where Infosat’s Rouen POP is located;

· charge end users calling from the two local service areas in the Havre and Rouen, the price of ordinary local calls
;

· bill Infosat an average FF0.106 per minute for calls to Infosat’s POP in Rouen and from customers in the Havre local service area. 


ART justified its decision on the grounds that Infosat operates in special circumstances and that the settlement arrangements do not undermine France Télécom’s tariff structure. 


France Télécom did not appeal against the decision.

II. Penalties

A. Background


Article L.36-11 of the posts and telecommunications code gives the telecommunications regulatory authority the power to “ impose penalties for any default observed on the part of network operators or telecommunications service providers in relation to legislative or regulatory provisions pertaining to their activity, or to decisions taken to guarantee the implementation thereof”.


ART can also impose penalties, as a matter of course, or at the request of the telecommunications minister, a professional organisation, an approved users’ association and a natural or legal person.


The Telecommunications Act lays down the applicable two-stage procedure. 

· First, the network operator or telecommunications service provider is summoned to conform to the rules within a stipulated period of time;

· Then, if the network operator or telecommunications service provider does not comply with the summons or the dispute settlement decision, a penalty is imposed.  Sanctioning is imposed as follows:

- the person that has committed the default is notified of the complaint, and is given the opportunity to consult the case file and present written and verbal comments.

- the penalty is imposed.  This could be a fine, the total or partial suspension of the licence, a reduction in the term of the licence, or withdrawal of the licence. 

B. ART decisions


 In 1998 several matters were referred to ART requesting penalties to be imposed on operators for non-fulfillment of their legal obligations, or for individual reasons:

· by France Télécom claiming that Télécom Développement did not fulfill its obligation to guarantee equal treatment and non-discrimination between its customers;

· by Copper Communications claiming that France Télécom had not fulfilled its obligation to guarantee the neutrality and secrecy of correspondence;

· by Cégétel claiming that France Télécom had not fulfilled its obligation to not use information gained through operating its mobile telephone service for other purposes.

1. Decision rejecting France Télécom’s request for penalties to be imposed on Télécom Développement

a. France Télécom’s complaint 


France Télécom asked ART to impose penalties on Télécom Développement (a  subsidiary of Cégétel and of the French railways - SNCF). France Télécom complained that the two services marketed by Cégétel were discriminatory and in breach of the provisions of paragraph 17-1 of the schedule of conditions attached to the order of 18 December 1997
, which stipulates that “customers must be treated in a non-discriminatory manner”.


The complaint was made against the following offers proposed by Cégétel:

· for cable subscribers: 4 months free subscription and 2 hours of free calls for anyone who subscribes to the “ 7 ” service before 31 March 1998, and 1 hour more for anyone who subscribed before December 1997;

· for SNCF employees that subscribed to a “ 7 ” service before 31 March 1998: free subscription for an unlimited duration and a 5% discount on calls until 2000.


France Télécom felt that these offers were discriminatory on the grounds that:

· not all potential customers could enjoy the same advantages, even if they subscribed during the same time period;

· there was discrimination between the offers, as the content differed, while the offers were valid over the same period.

b. ART’s analysis

Analysis of the provisions of Télécom Développement’s licence:


France Télécom’s complaint led ART to clarify the meaning of paragraph 17-1 of the schedule of conditions attached to Télécom Développement’s licence. These provisions correspond to the “ r ” clause set out in article L.33-1 of the posts and telecommunications code
.


ART first found that Télécom Développement was not required by public law to guarantee non-discrimination between customers, as it has no public service duties.  It also found that it was not required to do so by competition law either, as competition law deals with positions of dominance and the relations between economic parties, but not with the relations between service providers and the end customer. 


ART then assessed the case in light of the provisions of the licensing directive
, which states that the ruling should  “ be based on how reasonable and proportionate the offers were in relation to general commercial behaviour in the telecommunications sector and the position of the operator on the market ”. And also that “ only discriminatory practices entailing anti-competitive behaviour could be considered illegal”.

Application of this reasoning to the disputed practices:


ART found that there was no ground for complaint, on three counts:


The offer was only available to a limited number of cable subscribers.  Moreover, it was a special offer and therefore did not constitute general discriminatory practice.

The special offer for SNCF employees gave limited advantages, which were compensated by specific marketing to a target population.


Given Télécom Développement’s share of the voice telephone market, these practices could not have a detrimental effect on the development of competition. 


ART therefore concluded that the practices criticised by France Télécom did not constitute illegal discriminatory behaviour.  As there was therefore no default, France Télécom’s complaint was rejected.

2. Decision rejecting Copper Communications’s request for penalties to be imposed on France Télécom


When Copper Communications called on ART to settle its dispute
, it also asked for France Télécom to be sanctioned for planning to terminate two network access agreements for telematic services.


Copper Communications had signed two network access agreements with France Télécom in 1995 and 1996.  The agreements were called “Audiotel fixed call duration contracts”.  The corresponding services could be accessed by dialling 08 36 68 MC DU format numbers.


In March 1998, France Télécom informed Copper Communications that it intended to terminate the two agreements for the following reasons:


- first, advertisements in the press referred to a “ mailbox service”, which was prohibited at the tariff level applied to numbers beginning with 08 36 68;


- second, the “confidential mailbox clairvoyance service” provided adult literature, which was prohibited. 

a. Copper Communications’s complaint


Copper Communications complained that France Télécom was refusing to carry certain types of message, and was therefore in breach of its licence conditions.  These require it to safeguard the confidentiality and neutrality of the messages conveyed and the information pertaining to them.  It argued that France Télécom should not be able to justify terminating the two access agreements on the basis of the content provided by these services.


Copper Communications also complained that France Télécom was using information that it had obtained by violating correspondence confidentiality, to make the case against the “clairvoyance service”.


Finally, with regard to its “voice-message-type mailbox service”, Copper Communications stated that France Télécom was attempting to justify terminating the access agreement on the basis of an advertisement, which “ clearly contained information on the communications ”, which were confidential according to its licence terms and conditions.

b. ART’s analysis


ART found that France Télécom had not breached its neutrality obligation.


ART first ruled that the clairvoyance service should be defined as an audiovisual communication service, because it enabled pre-recorded messages to be made publicly available, which did not constitute private correspondence.


Then, concerning the mailbox service,  ART found that the evidence presented by France Télécom as justification for terminating the access agreement for the service had been published in an advertisement in the press.  Also, as it was possible for users to reply directly to the advertisers by leaving a message in their mailbox, or by recording voice messages, this service could not be defined as private correspondence between two individuals.


However, ART recalled that France Télécom was required to keep information pertaining to calls confidential, and was not allowed to disclose the telephone numbers of persons using this service, pursuant to chapter III of its licence terms and conditions, annexed to the order of 12 March 1998
.


ART therefore ruled that the case put forward by Copper Communications did not give evidence of a default by France Télécom of its obligations, and it was not necessary to institute the proceedings set out in article L.36-11. Consequently ART could not impose a penalty on France Télécom.

3. Decision on Cégétel’s request for France Télécom to be summoned to terminate certain practices

a. Cégétel’s complaint


Cégétel brought a case before ART concerning the content of the May-June and July-August 1998 issues of  “France Télécom’s newsletter”.  This brochure is sent out with fixed telephone subscribers’ bi-monthly bills.

Content of the disputed issues:


The May-June 1998 issue invited France Télécom’s subscribers to contact their France Télécom commercial agent to sign up for mobile telephone services.


The July-August 1998 issue contained an advertisement on Internet services, which,  while not directly proposing France Télécom’s service, asked readers to contact their agency for more details.

 Grounds of Cégétel’s complaint:


Cégétel complained that the May-June 1998 issue would divert customers to France Télécom’s services. It therefore violated article 10-2-5 of the schedule of conditions attached to France Télécom’s GSM-F1 licence, which stipulates that “ the operator agrees not to use the personal information in its possession for any other purposes, for GSM operations, or in such a way as to undermine fair competition conditions”. Cégétel also complained that France Télécom had violated article R.10-1 of the posts and telecommunications code, which prohibits operators from selling the personal details of individuals that have asked to be included on France Télécom’s “ orange ”
list.


With regard to the July-August 1998 issue, Cégétel complained that it was an abuse of the dominant position.

b. ART’s analysis


ART ruled that by sending the May-June 1998 issue of “ France Télécom’s newsletter” to its subscribers France Télécom was using details held on fixed subscribers for its mobile telephone activities.


ART deemed that “ the advertisement could undermine fair competition conditions on the mobile telephone market, as France Télécom had a considerable advantage over other mobile telephone operators.  This advantage resulted from the fact that France Télécom sent the advertisement directly to its subscribers with their bi-monthly bills, at a far lower cost than another operator would have had to pay for equivalent publicity.  And also, France Télécom is the only operator to have a complete list of fixed telephone subscribers, as the lists it sells to other companies do not contain the subscribers registered on the “ orange ” and “ red ” list”.   


ART concluded that the May-June issue of “France Télécom’s newsletter ” was contrary to article 10-2-5 of the schedule of conditions attached to the GSM-F1 service licence.


With regard to distributing the July-August 1998 issue, although ART had found that “ this practice gave France Télécom an advantage over its competitors on the Internet market and could be considered a breach of fair competition conditions”, it ruled that “ it could not impose an injunction on France Télécom pursuant to article L.36-11 of the posts and telecommunications code”.


Furthermore, ART found that the provisions of article R.10-1 of the posts and telecommunications code, which aim to prevent operators from selling subscribers’ personal information to third parties had not been breached, and that these provisions did not place any obligations on sending information to the operators’ own subscribers.


ART thus ruled that France Télécom had not fulfilled the obligations contained in the schedule of conditions attached to its GSM-F1 service licence.  However, distribution of the May-June 1998 issue had been completed, and the Paris appeal court had ordered France Télécom to stop distributing the issue of the newsletter on 1st September 1998.  In addition, the Paris commercial court issued an injunction on 21 September 1998, ordering distribution of the September-October 1998 issue to be stopped, because it contained publicity for Internet services.


As all these measures had been taken, ART decided not to insititute the sanctions set out in article L.36-11 of the posts and telecommunications code.  However, it warned France Télécom that if it violated this licence clause in future, penalties would be imposed.
Chapter VIII : Regulation and consumers


ART established its 1998-2000 action plan for consumers after gathering the views of consumer associations at a symposium called “ ART listens to consumers”, which took place on 15 December 1997, and at the open days held during April 1998 with operators and consumer associations.

The plan, which was presented to operators and consumer associations in September 1998, has a two-fold focus: consumer information and regulatory enforcement.  It will be supplemented by consultation with market players on specific issues, public consultations, Internet newsgroups, and institutionalised or informal working meetings’and symposiums.

I. Consumer information


The objective is to give consumers information to enable them to understand how the sector works, in practical terms, now that it is fully opened up to competition. Two documents have been published for the general public, for this purpose.
A. “ A user guide to telecoms ”


In 1997 a collection of fact sheets “ questions and answers ” was created to give consumers and consumer associations a better understanding of the new regulatory framework for telecommunications.  Once completed and updated, these fact sheets were assembled and published under the title “ A user guide to telecoms ”.

The100-page publication, comprises five chapters:

· Telecommunications players (operators, retailers, installers and the regulator);

· Telephone guide (information on carrier selection mechanisms, numbering, pre-paid calling cards, charges);

· Mobile telephony (quality of service, fixed-mobile convergence, how mobile networks work and predicted technical changes);

· Future of telecommunications (Internet and cable telephony, local loop);

· Consumers’ rights (universal service, contracts, dispute proceedings, right to information and privacy).


The guide was distributed widely to consumer associations during and following the symposium on mobile communications.  It can be purchased for FF40, or €6.09.

B. Brochures on operators

ART also created fact sheets on operators and service providers, to enable consumers to find out about the players on the market and their offerings. These were drawn up using information provided by the operators and service providers themselves.  They contain basic information on each company: address, type of services offered, coverage area, details of commercial agents and customers.

The information has been available on-line on ART’s web site since July 1998.  It has also been published in two brochures, one on mobile operators and service provicers, and another on fixed telephone operators and telecommunications networks.

The brochures contain practical contact details, and should enable individuals, companies and administrations to identify the operator(s) most likely to meet their telecoms requirements. They are updated quarterly, and are sent out free, on request.

The latest version, which was published in April 1999, contained fifty fact sheets on fixed telephone operators, eleven on mobile or radio paging network operators and nine on service providers. 

C. Information on tariffs: consumer baskets

ART provides consumers with information on changes in telephone charges by using consumer baskets.  These show the change in French consumers’ average fixed and mobile telephone bill during 1998. The baskets enable the consumption of a given category of users to be evaluated, and comparisons to be drawn with tariffs abroad.  For ART it is a valuable market information tool, which enables it to closely monitor developments in the marketplace.

1. Fixed telephony

ART drew up two consumer baskets to show the average annual change in telephone charges:

· one for households (residential customers),

· one for companies (business users).

The average bills for fixed telephony do not include special offers and calls to mobiles.

The average consumer basket (subscription plus calls within France) has gone down:

· 5.5% for households, from FF177 inc VAT (€26.98) per line and per month, to FF168 inc VAT (€25.61)

· 10.8% for businesses, from FF279 exc VAT (€42.53) per line and per month, to FF249 exc VAT  (€37.96)

2. Mobile telephony

ART has monitored changes in mobile telephone charges on the residential market in France.  It evaluated the monthly bills of four standard types of mobile telephone usage: with a consumption of 30 minutes, one hour, two hours and three hours per month.

The bills cover the subscription, national calls, and international calls to voice mailboxes or special numbers.  The standard bills were drawn up by calculating the average between the charges paid by subscribers that had already signed up to various service offers, and the offers available to new subscribers at various times during the year.

The average price of the old offers went down 4.5% for 30 minutes of residential calls, 3.5% for one hour of residential calls, 6% for two hours of residential calls and 12.5% for three hours of residential calls.  New offers for residential calls using 1, 2 and 3 hours, were lowered on average by 10%, 32% and 20% respectively.

Mobile phone bills went down 5% for 30 minutes and one hour of residential calls, 17.5% for two hours of residential calls, and 14.5% for three hours of residential calls during 1998.  This was due to the knock-on effect of reductions on old offers, and competition to sell package deals in 1998, particularly for two-hour residential call packages where competition is fiercest between operators. 80% of mobile phone users subscribed to one of these deals, 50% of which signed up for the “ 2 hour package ” deal.

II.  Watchdog in place 
A. Monitoring operators’ activities


One of ART’s main duties is to ensure that licensed operators fulfill their commitments.  Operators’ activites are thus monitored, so that if any untoward practice is noticed, it can be rectified.  A study on the behaviour of all telecommunications sector players was carried out by an external consultant between October and December 1998.  The consultant interviewed a sample of 2,000 persons. Its conculsions were published at the end of the year
.

B. Settlement of disputes between operators and consumers

ART encouraged all operators to set up a clearly identifiable consumer complaints service in the first quarter of 1998.  Some operators touted the idea of establishing a mutual mediator common to several operators.


To facilitate contacts between operators and consumer representatives, ART provided each licensed operator with the addresses of the consumer associations; and the consumer associations were given the contact details of the person working for each operator, in charge of dispute settlement.


The next level of mediation that ART plans to orchestrate, will be implemented progressively. During 1998, around a hundred matters were referred to ART concerning the  way customers complaints had been handled.  In some cases, ART was called simply because consumers had not been able to contact or receive any response from the consumer complaint service.


Through handling these cases, and dealing with the daily influx of e-mails, ART gets a clear picture of marketplace activity. When needed, ART will follow up the cases and encourage operators to find a solution.

III.  Consultation

A. Participation in ongoing work

Consulting all interested parties on ongoing issues is essential for efficient regulation.  For several years already, consumer associations and users have been participating in the work carried out by the two consultative committees (CCR and CCRST) and the consultative committee on numbering.


In addition to this, in 1998 all the consumer associations were brought together to work on two projects.  They were first asked to develop the terms of reference for a study on mobile network service quality, which was to be carried out by the consultant, Directique, in September and October 1998.
  The second task given to them was the call for comments, which took place between 22 August and 11 September 1998 on proposed changes to the numbering plan for non-geographic numbers beginning with “ 08 ”.

B. Newsgroup on mobile communications 


ART launched the first on-line newgroup on its web site between 12 October and 10 December 1998, in preparation for the consumer symposium on mobile telephony, which would be held on 13 January 1999. Four themes were chosen for discussion:  tariffs, contracts, quality of service, and technical changes.  And a page was left free for other comments.

418 contributions were received, a summary of which was sent to the symposium steering group, and to each of the symposium participants.


As this broad-based form of consultation proved to be very positive, ART intends to hold another newsgroup during 1999.

C. The symposium “ consumers and mobile telephony”
Rapid expansion of the mobile market, has made it sector information vital. Art thus decided to organise a symposium for consumers on this theme on 13 January 1999. Gathering market parties around the same table, inviting them to give their views and listening to the opinions of others, is the best way of ensuring essential sector involvement in regulation.


Representatives of the interested consumer associations, the three mobile telephone operators and service providers all took part in preparing for the event.  Over 200 people participated to discuss the three themes chosen by the steering group :  contracts, prices and quality of service.


The newsgroup highlighted the most frequent difficulties encountered by consumers and their major concerns.  Two representatives of the participating consumer associations gave their views at each of the round tables. The three operators and service providers noted the comments and complaints and promised to find solutions.


Regarding contracts, consumers asked to be better-informed before signing up.  They stated that they should be able to read the general conditions first, and be allowed to compare offerings. Clauses assuming acceptance and removing liability were severely criticised.  The associations also proposed 10 operational criteria for choosing a mobile operator or service provider.


Regarding prices, consumers’ main demand was access to clear, transparent and objective pricing information.  The charges for fixed to mobile calls was the main point raised during the discussions. Operators agreed that it was important to work together on this point.  During the symposium, the ART chairman announced that he would convene the three operators to a meeting in order to look closely at this issue, in relation to the overall economy of the sector
.


Finally, mobile telephone quality of service was discussed from a technical and commercial angle. Geographic coverage was a key point, along with improving “out-of-court” complaints and dispute proceedings.


Following the symposium a report containing participants’ suggestions on how to improve the current system was widely distributed.  ART will carefully explore and follow up these action points throughout 1999.

Chapter IX : Community and international activities

I. Art in the international arena


There was a net increase in ART’s international activity in 1998, as the authority drew on other countries’ experience in order to gain a better understanding of market developments.  Also, as ART has now achieved a certain notoriety, it was frequently invited to meet with international players to exchange information and share experience of the French market.   Finally, ART worked constantly during the year to build a network of co-operation between the various regulatory bodies in Europe.  ART was also called upon and contributed considerably to the work of international organisations.

A. Bilateral contacts


ART decided it was necessary to find out how other regulatory bodies go about their work, and the positions they adopt, as they are often faced with the same issues and have the same objectives as ART.  It was thus agreed to set up regular meetings with certain regulators, who had more experience due to the size of their market and the problems they dealt with.  Rewarding discussions were held in Bonn, London and Washington, between the chairman and his foreign counterparts;  ART used the opportunity of these trips to arrange meetings with other relevant authorities, heads of industry and sector economists. 


ART board members led other business trips abroad, and held meetings in Paris with a number of other regulatory authorities.  It also participated in the joint committee set up by the intergovernmental agreement between France and Japan, that was held in Paris by the minister of industry.


A growing number of countries, which have decided to open up their markets, are interested in the French regulatory framework and the way it is implemented.  The Central and Eastern European countries, which have applied to join the European Union have expressed a particular interest in the issue.  But also, more generally, countries from Africa, Asia and South America which have signed the WTO agreement
, and have to fulfill commitments to open their market need to put in place a system to regulate the market and want to learn from the French experience.


ART has frequently been called upon by leaders in the telecommunications sector in these countries, for assistance and advice, particularly on how to set up a regulatory body in an open competition environment.  A number of technical issues were also dealt with during these meetings, requiring ART’s expertise on issues which are fundamental for competition (interconnection, price controls, universal service rules).


Over a dozen foreign delegations
, were invited to Paris, either for high-level meetings with heads (present or future) of regulatory bodies, with ministers and senior officials responsible for instituting reforms, or for seminars for regulatory staff in charge of technical issues.


ART also sent speakers to several seminars presenting an introduction to the regulatory mission, in particular in the Central Eastern European countries.  Closer co-operation is envisaged in the future, under the aegis of the European Commission.


If the number of requests for technical assistance sent to ART in 1998 continues, it may well pose problems in terms of staffing.  Funding should not be such a problem as it is generally provided by international organisations and by the French budget for cooperation.  ART has thus started studying the measures it intends to take in order to enable it to fully play its role in providing international assistance. 

B. Cooperation between European regulators


Co-operation with other regulators, within the international regulators’ group, (IRG, the first meeting of which was organised by ART), advanced considerably in 1998. In addition to two plenary sessions – attended by the chairman or director generals – several working groups were set up on issues relating essentially to the correct implementation of directives, and specific in-depth studies were started.


The IRG is a flexible forum for regulatory co-ordination, which does not take “ decisions ”, in the legal sense, but plays a constructive role in shaping the European telecommunications market, by enhancing the mutual understanding of national regulations and contributing to progressive harmonisation in the implementation of directives.

Among the main issues dealt with during these meetings were the definition of trans-border interconnection, the concept of an operator with significant market power, the co-ordinated introduction of third-generation mobile communications (UMTS), accounting principles, the wireless local loop, and local loop unbundling.


To make these contacts more effective, regulators are studying the possibility of using electronic mail.  So they are studying the problems posed by business secrets and by confidential information provided by operators.  Confidentiality matters could lead to a reshaping of current regulations, as has been done for the rules governing the surveillance of the stock markets. 

C. ART’s participation in the work of international organisations


ART participated actively in the work carried out by the international organisations which are specialised in telecommunications matters.


The International Telecommunication Union (ITU) is the main body, in terms of the number of member countries (it is an organ of the United Nations) and in terms of lifespan (created in 1865). It is governed by the plenipotentiary conference, which convened in Minneapolis (United States) in November 1998.  ART, represented by its chairman, was a member of the French delegation at this session, which approved the multi-annual working programme, elected the directors of the secretariat general, and amended its operating rules to allow for more private sector involvement.  ART representation is also required in other more technical ITU bodies.  In 1998 it participated in the world telecommunications development conference, and in Study Groups 2 (technical, in charge of numbering issues) and 3 (on international tariffing).


ART also participates systematically in the two main bodies created by the European conference of posts and telecommunications administrations (CEPT, 43 member countries), ECTRA
, which is responsible for regulatory issues, and the ERC
, which decides on European-level RF spectrum allocations.


Finally, as a continuation of its work on the implications of electronic commerce, the OECD
 held a ministerial conference in October 1998, in Ottawa;  ART, is studying the consequences of electronic commerce on the future of telecommunications networks and services, and was part of the French delegtation, headed by the foreign trade minister. 


For all these international activities, ministerial staff and ART worked efficiently together in sharing tasks and co-ordinating work, in line with the principles laid down in article L. 36-5 of the posts and telecommunications code.

ART is regularly invited to join the delegations led by ministerial directors, and is often given responsibility for representing and defending French interests on the issues within its jurisdiction.  For European Union affairs, an interministerial body coordinates this work by holding regular meetings between the various administrations, to ensure that the knowledge neded for negotiations outside France is shared.

Another of ART’s tasks is to participate in the work of two European Union consultative committees: the ONP committee and the licensing committee.  Finally, ART plays an active part in the work carried out by two major bodies that are pro-active at international level: the GSM Association (ex-MoU GSM), which brings together over 300 GSM operators from around 130 countries, and the UMTS forum.  The latter is an association comprising manufacturers, operators and regulators, which was set up to prepare for the introduction of third-generation mobile systems.

II. New directives

A great deal of legislative activity has taken place in the telecommunications sector since the end of 1997.  This translated into the adoption of several Community directives, enabling a clarification of the legal framework for terminal equipment, numbering, public networks and the public telephone service.

A. Directives adopted 

1. Terminal equipment

The objective of Directive 98/13/EC of 12 February 1998
, which entered into force on 1st April 1998, was to approximate Directive 91/263/EEC and Directive 93/97/EEC.  It consolidated all previous provisions on terminal equipment and satellite earth station equipment including the mutual recognition of their conformity, in a single text.  Consequently, all previous texts, including article 11 of Directive 93/68/EEC were annulled.  The scope of the directive is determined by the general definition of the terms, “ terminal equipment” and “ satellite earth station equipment”.

Directive 1999/5/EC of 9 March 1999
 laid down a new regulatory framework governing the placing on the market, free movement and putting into service of radio equipment and telecommunications equipment.  Its aim is to establish a single market for radio equipment and telecommunications terminal equipment, which should enable investment, manufacturing, placing on the market and use in line with market growth and technological change.  The new regime is mainly based on after-the-act market surveillance.  The new directive will annul Directive 98/13/EC as of 8 April 2000, which does not cover the important market segment comprising radio equipment. It has to be implemented by member states by 7 April 2000.

2. Numbering


Directive 98/61/EC of 24 September 1998
 amended Directive 97/33/EC on interconnection in Telecommunications with regard to ensuring universal service and interoperability through application of the principles of Open Network Provision, with regard to operator number portability and carrier pre-selection on two points. 


First, regulatory authorities have to encourage the introduction of operator number portability.  This means subscribers can request to retain their number(s) on the fixed public telephone network and the integrated services digital network (ISDN), independent of the organisation providing service, in the case of geographic numbers at a specific location, and in the case of non-geographic numbers, at any location. This service should be available by 1st January 2000. 


Second, regulatory authorities have to require at least operators with significant market power to enable their subscribers, including those using ISDN, to access the switched services of any interconnected provider of publicly available telecommunications services.  For this purpose, facilities have to be in place by 1st January 2000 at the latest to allow the subscriber to choose these services by means of preselection with a facility to override any pre-selected choice on a call-by-call basis by dialling a short prefix.


This directive had to be implemented by 31 December 1998.

3. Public networks and the public telephone service


Directive 98/10/EC of 26 February 1998
 aimed to harmonise the conditions guaranteeing open and effective access to fixed public telephone networks and fixed public telephone services, and to harmonise their usage conditions, in an open and competitive environment, in accordance with the principles of open network provision (ONP).  It replaced and annulled Directive 95/62/EC as of 30 June 1998. Some provisions apply to mobile public telephone networks and services 


The directive lays down the conditions for providing a defined range of services, which fall within the scope of universal service funding (services themselves, funding systems, provision of network connection and access, directory services...) and sets out the specific obligations incumbent upon operators with significant market power (contracts, publication of information and access to information, quality of service, access and usage conditions and essential requirements, pricing principles, cost accounting principles...), as well as the procedures to be followed in the case of national conciliation and dispute settlement.


This directive had to be implemented by 30 June 1998.

4. Processing of personal data and the protection of privacy in the telecommunications sector


Directive 97/66/EC of the European Parliament and of the Council of 15 December 1997 concerning the processing of personal data and the protection of privacy in the telecommunications sector
 applies to the provision of publicly available telecommunications services, in particular via the integrated services digital network (ISDN) and public digital mobile networks.


This directive sets out its reasoning clearly: the successful introduction of new telecommunications services depends in part on the certainty that the privacy of the users of these services will be protected.  Therefore, it is necessary to take measures to protect personal data in this sector, in order to create an appropriate environment for the future development of telecommunications in the Community.  Barriers to the internal telecommunications market can be avoided by adopting a European directive to harmonise the measures taken at national level.


Contrary to Directive 95/46/EC of 24 October 1995 on the protection of individuals with regard to the processing of personal data and on the free movement of such data
, the new text is not only aimed at subscribers that are natural persons, but also subscribers that are legal persons. 

The new directive makes two clear statements:


First, it supports the general obligations incumbent upon those responsible for processing personal data in the telecommunications sector, which were laid down by the 1995 directive.


Then, it takes into consideration a number of issues that are specific to the telecommunications sector.  The French data protection watchdog, CNIL, has also had the opportunity to comment on these subjects: detailed traffic data, calling and connected line identification, subscriber directories. 

This directive had to be implemented by 24 October 1998.

5. Other directives


Directives that have been adopted to accompany the development of the information society also merit a mention.

· Directive 98/4/EC of the European Parliament and of the Council of 16 February 1998 amending Directive 93/38/EEC laying down a co-ordination procedures for procurement of entities operating in the water, energy, transport and telecommunications sectors (OJEC L101/1 of 1st April 1998) ;

· Directive 98/34/EC of the European Parliament and of the Council of 22 June 1998 laying down a procedure for the provision of information in the field of technical standards and regulations (OJEC L 204/37 of 21/7/98) ;

· Directive 98/48/EC of the European Parliament and of the Council of 20 July 1998 amending Directive 98/34/EC laying down a procedure for the provision of information in the field of technical standards and regulations (OJEC L 217/18 of 5/8/98) ;

· Directive 98/84/EC of the European Parliamant and of the Council of 20 November 1998 on the legal protection of services based on, or consisting of, conditional access (OJEC L 320/54 du 28/11/98).

B. Directives in the process of being adopted


We can also mention several proposals for directives, which are currently being discussed.

· Proposal for a European Parliament and Council Directive of 23 December 1998 on certain legal aspects of electronic commerce in the internal market (OJEC C 30 of 5 February 1999);

· Proposal for a European Parliament and Council Directive on a common framework for electronic signatures (OJEC C 325/5 of 23/10/98);

· Draft directive amending Commission Directive 90/388/EEC guaranteeing that telecommunications networks and cable television networks which are owned by the same operator are operated ad separate legal entities (OJEC C 71/23 of 7 March 1998).

Figure n° 12 : review of the Community regulatory framework

1. What is the review of the regulatory framework?

Several Community directives concerning the telecommunications sector contain a clause providing for a review at different dates.  One of these is at the end of 1999, which is why we often talk about the “1999 review”. Reviewing the regulatory framework could mean laying down new principles for regulating the sector, in order to boost competition, innovation and the European industry, in the face of non-European telecommunications competitors (Commission Communication drawing conclusions on the Green Paper on convergence). Given the timescale required for negotiation, adoption and implementation, this new regulatory regime will probably not enter into force before 2003.

2. Range of issues dealt with in the Community regulatory review

The review of a substantial part of Community regulations is important as it concerns a vital strategic sector for the economies of the European Union member states.  The “1999 review” therefore tackles a great number of issues:

a)  Services or infrastructure competition?

b)  Possible transfer to Community level of responsibilities for managing scarce resources, including frequencies, 

c)  The inclusion of new services in the universal service content around 2003

d)  Licensing regime; the relevance of licensing in certain cases.

e)  Should competition rules and consumer protection rules, similar to those that apply to telecommunications, be imposed on Internet services? 

f)  Implications of telecommunications/broadcasting convergence on the future regulatory framework.

Having studied the 1999 review of the regulatory framework, ART considers the following issues to be priorities:

g)  Access to the end customer. The local loop.
h)  Definition of operators with significant market power.

i)  Harmonisation of definitions.

j)  Definition of networks.

k)  Role of one-stop-shopping for pan-European service provision.

l)  Adaptability of directives to technological advances and economic change.

m)  Fixed-mobile convergence.

III. Comparison of regulators in oecd countries


International benchmarking is a vital working tool for regulators.  ART has drawn up two concise and detailed tables, showing the status of telecommunications regulatory bodies in the OECD countries, in order to allow readers to draw comparisons. 

Figure n° 13: comparison between telecommunications regulatory bodies

(within the OECD)
The objective of this table is to give an overview of the telecommunications admnistrative regulatory authorities in the OECD countries, by highlighting the main tasks that they are given.

We did not esteem it necessary to repeat the two primary roles that are common to all and justified setting up these regulatory bodies: 

· foster effective, fair, transparent, non-discriminatory and durable competition for the benefit of users and consumers (although the relations between the telecommunications regulatory authority and the competition authority in the country concerned, may be mentioned, where appropriate)

· develop technical expertise (standardisation…), economic expertise (market assessment….) and legal expertise (regulatory change…) in order to accompany market developments

· boost innovation, competitiveness and job creation, while taking into account regional development requirements

While the tables do not cover all points, they allow us to position the different regulators in relation to one another.

Finally, only the telecommunications regulatory bodies – which are inherently different from the Government, or which are independent – have been mentioned.  This explains why the OECD countries in which telecommunications regulation is performed by the ministry alone, are not shown in this table.

However, giving an overview of the powers of regulatory authorities does not call into question the role played by Government in these countries, which is essential in laying down telecommunications policy in the pursual of three main objectives: 

· ensuring that the principles of the country’s sovereignity and national seccurity requirements are respected;

·  guaranteeing public access to telecommunications services at an affordable price, and of a given level of quality, regardless of the geographic location (principle of “ universal service”)

· participating at international level

AUSTRALIA

ACA
Staff: 462 persons

Address:

P.O.Box 13112

Law Courts Melbourne

VIC 8010

Tel: 61.03.99.63.68.00

http://www.aca.gov.au
Australian Communications Authority
· Independent administrative authority, set up in July 1997 (merger of AUSTEL and the Spectrum Management Authority)

· Telecommunications Act of 1997, and Radiocommunications Act of 1992

· processes applications and issues public network operating licences

· regulates public telecommunications service provision, including for Internet services 

· manages the numbering plan and assigns frequencies

· assesses the cost of the universal service and determines how it is shared between operators

· enforces fulfillment of the obligations incumbent upon network operators and service providers, particularly with regard to universal service and interconnection

· monitors service quality

· issues terminal equipment approvals

ACA favours self-regulation (voluntary codes of conduct, technical standards, in particular) and sets out industrial standards, where needed.

The Australian Competition and Consumer Commission (ACCC) regulates competition in the telecommunications industry (by regulating tariffs for instance), having taken over these tasks from AUSTEL. 

ACA is also responsible for regulating broadcasting networks.



AUSTRIA

Telekom Control Kommission
Staff: 3 persons

Telekom Control GmbH

Staff: 42 persons

Address:
MariaHilferstraße 77-79

A-1060 Vienne

Tel: 43.1.58058.0

http://www.tkc.at
Telekom Control  (Osterreichische Gesellschaft für Telekommunikationsregulierung)
· Independent administrative authority (but under surveillance of the federal ministry of science and transport), set up in November 1997, and composed of two entities : 

· Telekom Control Kommission: authority with considerable legal powers

· Telekom Control GmbH (limited liability non profit-making company: “ bureau ” of the Commission, lays down the groundrules for market liberalisation (it has financing independent of the Government, but is supervised by the federal ministry of science and transport), and takes all decisions which are not legally binding (the Commission’s role)

· Telecommunications Act of August 1997

· processes applications and issues licences for public telecommunications services 

· manages the numbering plan 

· approves tariffs (interconnection)

· monitors fulfillment of the obligations incumbent on the various market parties (particularly with regard to universal service)

· settles disputes concerning access and interconnection and has significant sanctioning powers 

· monitors quality of service

The federal ministry of science and transport is responsible for assigning frequencies.

Telekom Control also identifies dominant positions on the market, in conjunction with the appeal court in charge of monopolies and mergers.

 In addition, four local telecommunications offices are responsible for enforcing the 1997 Telecommunications Act. 



BELGIUM

IBPT
Staff: 185 persons

Address:

Avenue de l’astronomie, 14

Boîte 21

1210 Brussels

Tel:  32.2.226.88.88
http://www.bipt.be

Institut Belge des services Postaux et de Télécommunications (IBPT)

· Independent administrative authority, created in 1993

· Telecommunications Act of March 1991, amended by the December 1997 Act 

· processes applications for public network operating licences and applications for licences to provide the public telephone service

· licences private networks

· records declarations for other services

· manages the numbering plan and assigns frequencies

· approves tariffs (interconnection)

· enforces fulfillment of the obligations incumbent on the various market players

· settles disputes regarding access and interconnection

· monitors service quality

· proposes legisative changes, when needed

· issues terminal equipment approvals

The telecommunications minister is formally responsible for granting licences.

IBPT is also in charge of regulating broadcasting networks (in conjunction with the broadcasting authority - Conseil supérieur de l’audiovisuel - and the media authority - Conseil des médias), and postal services.


CANADA

CRTC
Staff: 404 persons

Address:

Ottawa, Ontario

K1A 0N2

Tel: 1.819.997.24.29

http://www.crtc.gc.ca
Canadian Radio-television and Telecommunications Commission (CRTC)

· Independent, federal administrative authority, set up in 1968, which reports to Parliament through the Canadian heritage minister

· 1976 CRTC Act, 1991 Broadcasting Act, 1993 Telecommunications Act

Tariffs for long distance and mobile telecommunications services can be set freely on segments of the market that are open to competition; international telecommunications services require a licence, which is processed and issued by CRTC;  with regard to local communications (currently being opened up to competition), operators are subject to a schedule of obligations (set out in CRTC decision 97-8, which introduced competition on the local market in1997).

Within this general framework, the CRTC is responsible for:

· regulating all facilities-based telecommunications operators

· managing the numbering plan
· setting tariffs for services (when required)

· enforcing the fulfillment of obligations incumbent on network operators, particularly with regard to access and interconnection

· settling disputes relating to access, interconnection and infrastructure sharing

· responding to requests for information regarding telecommunications and broadcasting, by virtue of the access to information Act and the Act on personal data protection 

The industry minister is responsible for allocating frequencies for telecommunications services and for broadcasting services.
The CRTC also has jurisdiction over the regulation of broadcasting networks and content, and promotes self-regulation of certain components of broadcast service programming and distribution. 


DENMARK

Telestyrelsen
Staff: 162 persons

Address:

Holsteinsgade, 63

DK-2100  Copenhague

Tel: 45.35.43.03.33

http://www.tst.dk
Telestyrelsen  (National telecommunications agency)
· Independent administrative authority set up in 1991

· July 1996 and July 1997 Telecommunications Acts

· processes applications and issues licences exclusively for radiocommunications networks and services

· manages the numbering plan and allocates frequencies

· approves tariffs (interconnection)

· enforces fulfillment of the obligations incumbent upon the various players

· settles disputes concerning access and interconnection

· proposes legislative changes, when needed

· issues terminal equipment approvals
In addition, the competition authority (Konkurrenceradet) is responsible for ensuring that the Telecommunications Act is followed to the letter. 

In parallel the telecommunications consumers’ office (Telebrugernaevnet) and the telecommunications complaints office (Teleklagenaevnet) are the final administrative bodies for appealing against decisions taken by   Telestyrelsen, particularly with regard to interconnection and radiocommunications. 

Telestyrelsen is also responsible for regulating broadcasting networks.



FINLAND

Telehallintokeskus
Staff: 188 persons

Address:

PO Box 313

Fin-00211 Helsinki

Tel: 358.9.69.661

http://www.thk.fi 
Telehallintokeskus (Telecommunications administration centre) 
· Administrative authority under the control of the transport and communications ministry, set up in 1998.  It has taken over part of this ministry’s technical responsibilities 

· June 1997 Telecommunications Act, which stipulates that only mobile telephone operators require a licence, granted by the transport and communications ministry,  fixed network operators and service providers (fixed and mobile) only need to notify the ministry of their entry on the market

· manages the numbering plan and allocates frequencies

· ensures the proper functioning of networks and service quality, and can impose penalties

· manages Internet domain names

· assists the legislator on technical matters

· issues terminal equipment approvals

The transport and communications minister still has wide-ranging responsibilities in implementing the June 1997 Act.  However, these responsibilities should be put into proportion, given how far advanced telecommunications sector liberalisation is in Finland. 

Also, the competition authority has extensive powers, and both the transport and communications minister and Telehallintokeskus are required to bring any anti-competitive behaviour, to its attention.  Telehallintokeskus also has jurisdiction over broadcasting networks and over the postal sector.

FRANCE

ART
Staff: 142 persons

Address:

7, square Max Hymans

75730 Paris cedex 15

France

Tel:  33 1.40.70.00

http://www.art-telecom.fr

Autorité de Régulation des Télécommunications (ART)

· independent administrative authority, created in January 1997 

· Telecommunications Act of 26 July 1996

· processes applications for public network operating licences (L.33-1) and applications for licences to provide the public telephone service (L.34-1)

· licences private networks

· manages the numbering plan and assigns frequencies

· approves the standard interconnection offer of public network operators with significant market power

· evaluates the cost of the universal service and how funding is shared between operators

· issues public opinion on universal service tariffs and tariffs of services under de-facto monopoly provision

· enforces the obligations incumbent upon network operators and service providers, particularly with regard to universal service and interconnection 

· settles disputes over access, interconnection and facilities sharing, may institute conciliation procedures and impose administrative penalties and fines. 

· monitors service quality

· verifies that operators authorised to provide international services are not subjected to discriminatory of anti-competitive behaviour

· proposes, when needed, legislative changes

· issues terminal equipment conformity certificates

The industry minister is responsible for drafting regulations, granting L.33-1 and L.34-1 licences, approving universal service tariffs and tariffs for services where there is no competition, and for surveillance of France Télécom

ART also identifies dominant positions on the market, in conjunction with the competition authority.  It can bring cases before the latter, if it considers that there has been a breach of competition conditions.

The national frequency agency (ANFr) is responsible for planning, managing and monitoring use of RF spectrum. 

In addition, ART is responsible for regulating “audiovisual transmission”  (the broadcasting authority - Conseil Supérieur de l’Audiovisuel - has jurisdiction over the “broadcasting” part).



GERMANY

RegTP

Staff: 250 persons at head office, around 2600 in total

Address:
Heinrich von Stephan Straße 1

53175 Bonn

Tel:  49.228.14.0

http://www.RegTP.de

Regulierungsbehörde für Telekommunikation und Post (Reg-TP)
· Administrative authority set up in January 1998 within the economy ministry (the minister approves the rules of procedure of the Reg-TP, can give general instructions, but not instructions on individual cases)
· Telecommunications Act of July 1996    

· processes applications and issues two types of licence:

a) to set up and operate public networks, in order to provide mobile telecommunications services (class 1 licence), satellite communications services (class 2 licence), or other telecommunications services (class 3 licence) not covered by class 1 and 2 licences

b) to provide public voice telephone services using self-operated networks (class 4 licence)

· manages the numbering plan and assigns frequencies

· approves interconnection tariffs

· approves tariffs, in the case of class 3 and 4 licences, insofar as the licence holder is in a dominant position

· assesses the cost of the universal service and determines how funding is shared between operators

· enforces the obligations incumbent on various market parties ( particularly for the universal service) and may imposes penalties for non-compliance

· lays down interconnection conditions, in case of disagreement between the public network operators 

· monitors service quality 

· issues terminal equipment approvals

Reg-TP also identifies dominant positions on the market, in conjunction with the federal monopolies and mergers commission (Bundeskartellamt). 

It is also responsible for regulating broadcasting networks (with local authorities of the Länder and the authorities in charge of private broadcasting).

Having taken over the functions of the federal ministry of posts and telecommunications, (dissolved at the end of 1997), Reg-TP is also in charge of postal services regulation.



GREECE

EET&T

Staff: 20 persons

Address:

60 Kifissia avenue

151 25 Maroussi

Tel: 30.1.680.5040

http://www.eet.gr

National posts and telecommunications commission (EET&T)

· Independent administrative authority, set up in August 1997

· 1994 Telecommunications Act, amended in 1997 and 1998

· issues recommendations on applications for licences to operate telecommunications networks and to provide telephone services, before they are issued by the transport and communications ministry

· records notification of declarations for all other telecommunications activities that do not require licences

· manages the numbering plan and allocates frequencies

· sets tariffs (interconnection)

· enforces legislation and imposes fines, where necessary

· settles disputes

· advises on ethical matters

· acts as advisor to the ministry

The transport and communications ministry monitors telecommunications regulation, grants licences and issues terminal equipment approvals. 

EE&T is also responsible for postal services regulation. 

The competition authority has wide-ranging powers.



ITALY

AGC
Staff:  90 persons in April 1999, 300 expected at end 1999

Address:

Plazza centro direzionale IS B5

80100 Napoli

Tel: 39.08.17.50.71.11

Site http://www.comune.napoli.it/agcom
Autorità per le Garanzie nelle Comunicazioni  (AGC)
· Independent administrative authority, set up in March 1998

· July 1997 Telecommunications Act

· processes and issues licences to operate public networks and provide telephone services

· manages the numbering plan and allocates frequencies

· assesses the cost of the universal service and determines how its funding is shared between operators 

· sets interconnection tariffs

· settles disputes over access, interconnection and facility sharing, and has extensive sanctioning powers

· proposes legislative changes, when needed

It is also responsible for regulating audiovisual networks and content.  ADC chose to separate technical network regulation and regulation of network competition from services regulation.  The body responsible for services competition focuses more on content (audiovisual and electronic media).  But in practice, the separation is not as clear. 

The Autorità Garante della Concorrenza e del Mercato (AGCM) is responsible for regulating anti-competitive behaviour and dominant positions in the telecommunications sector (for broadcasing, ACG plays a more active role), while ACG ensures that consumers are not over-charged for services.

IRELAND

ODTR
Staff: 70 persons

Address:

Block DEF

Abbey Court

Irish Life centre

Abbey street Dublin 1

Tel: 353.1.804.96.00

http://www.odtr.ie

Office of the Director of Telecommunications Regulation (ODTR)
· Independent administrative authority, set up in June 1997

· 1996 Telecommunications Act
· processes applications and grants two types of licence: general licences, to operate public networks and provide public telephone services; basic licences, which cover data transmission services (Internet, cable, etc.)

· manages the numbering plan and allocates frequencies
· sets interconnection conditions and prices
· monitors service quality
· issues terminal equipment approvals
ODTR took over tasks previously performed by the minister of transport, energy and communications.

 It is also responsible for broadcasting network regulation.



LUXEMBOURG

ILT
Staff: 19 persons

Address:

45 a, avenue Monterey

L.2922 Luxembourg

Tel: 352.45.88.45.1

http://www.ilt.lu
Institut Luxembourgeois des Télécommunications (ILT)
· Independent administrative authority (financially and administratively independent of Government), but under the surveillance of the communications ministry, set up in June 1997.

· March 1997 Telecommunications Act
· processes applications for licences to operate public networks and provide public telephone services
· manages telecommunications services that are subject to obligations
· manages the numbering plan and allocates frequencies
· enforces universal service obligations
· lays down interconnection arrangements
· enforces fulfillment of the obligations incumbent upon network operators and service providers, particularly with regard to universal service and interconnection
· monitors quality of service
· acts as advisor to the communications minister
Licences are granted by the communications minister.



MEXICO

COFETEL
Staff: 200 persons

Coordonnées : Bosque de Radiatas n°44-5 piso Col.

Bosques de las Lomas, 05120

Del Cuajimalpa, Mexico DF

Tel: 52.261.42.00

http://www.cft.gob.mx

Comision Federal de Telecomunicaciones (COFETEL)
· Administrative authority under the surveillance of the transport and communications ministry, set up in 1996

· practically all responsibilites laid down in the Telecommunications Act of June 1995 which were originally given to the transport and communications ministry, have been transferred to COFETEL  
· processes and issues two types of licence:  to operate a terrestrial telecommunications service and to provide telecommunications services 
· assigns frequencies and resources needed to provide telecommunications services, to set up and operate public telecommunications networks, to occupy and operate a position in geostationary orbit to transmit from a foreign satellite onto the Mexican territory
· manages the numbering plan and assigns frequencies
· lays down interconnection conditions and records tariffs for all telecommunications services 
· imposes penalties
· issues terminal equipment approvals
COFETEL is also responsible for regulating commercial broadcasting network.

COFETEL works closely with the competition authority (Comision Federal de Competencia) and with the consumer protection authority (PROFECO).



NORWAY

NPT
Staff: 180 persons

Address:

Post-Og Teletisynet (NPT)
Revierstredet 2

Postboks 447 Sentrum

N-  0 104 Oslo

Tel: 47.22.82.46.00

http://www.npt.no
Post-Og Teletisynet (NPT) 

· Administrative authority with political independence from government, but under the surveillance of the transport and communications ministry, set up in 1987

· Telecommunications Act of 1995, requiring network operators and service providers with over 25% stake in the market and radiocommunications operators to be licensed;  other operators have only to declare their activities 

· processes applications for licences for services requiring frequencies

· manages the numbering plan and allocates frequencies

· receives declarations from operators which do not require licences

· enforces fulfillment of the obligations incumbent upon network operators and service providers, particularly with regard to interconnection

· sets tariffs

· first port of call for complaints, has powers to impose penalties

· monitors service quality

· issues terminal equipment approvals

· acts as advisor to the communications minister

The transport and communications ministry processes applications and issues licences, but leaves NPT to regulate on a daily basis.  The transport and communications ministry, employment and administration ministry, or the complaints board may decide how complaints are dealt with.
 The NPT also has jurisdiction over broadcasting networks, and is responsible for controlling the postal sector.



NETHERLANDS

OPTA
Staff: 75 persons

Address:
PO Box 90420

Daendelstraat, 57

2509 LK La Haye

Tel: 31.70.315.3500

http://www.opta.nl

Onafhankelijke Post en Telecommunicatie Autoriteit  (OPTA)
· Independent administrative authority, set up in August 1997

· 1996, 1997 and December 1998 Telecommunications Act

· ensures that network operators and service providers are in conformity with market rules

· processes applications and issues individual licences, when needed, particularly if there is a scarcity of frequency resources

· manages the numbering plan

· sets tariffs (interconnection)

· settles disputes over access, interconnection and facility sharing, and has the power to impose penalties

· monitors service quality

The competition authority (Nederlandse Mededingingautoriteit) has general powers enabling it to take measures against access restrictions and abuse of dominant positions.

The radiocommunications agency (Rijksdienst voor radiocommunicatie) is responsible for managing RF spectrum and for issuing corresponding licences.  

OPTA is also in charge of regulating broadcasting networks, conditional access systems and postal services. 



PORTUGAL

ICP
Staff: 346 persons

Address:

Avenida José Malhoa, 12

Lisbonne 1000

tel: 351.1.721.1000

http://www.icp.pt
Instituto das Comunicaçöes de Portugal (ICP)
· Administrative authority, set up in 1989, under the surveillance of the telecommunications minister

· Telecommunications Act, August 1997

· processes applications and issues licences to operators for the provision of telephone services over public telephone networks or for the provision of network capacity.  For other cases, operators are only required to declare their services to the ICP.

· manages the numbering plan and assigns frequencies

· lays down interconnection conditions

· sets tariffs (interconnection)

· enforces fulfillment of the obligations incumbent upon network operators and service providers; may impose penalties 

· monitors service quality

· proposes legislative changes, when needed

· issues terminal equipment approvals

The directorate general of trade and competition, which reports to the minister for trade, has general powers for identifying anti-competitive behaviour and instituting legal proceedings and imposing fines for non-compliance with competition rules.

ICP is also responsible for broadcasting networks.


SPAIN

CMT
Staff: 91 persons

Address:

Velazquez, 164

28002 Madrid

Tel:  34.91.372.41.00

http://www.cmt.es
Comision  del Mercado de las Telecomunicaciones (CMT)
· Independent administrative authority, set up in March 1997

· June 1996, April 1997 and April 1998 Telecommunications Acts

· processes applications and issues licences authorising the provision of telecommunications services; with the exception of internal services or those which require a call for tender, in which cases licences are granted by the development ministry

· licences other regulated services 

· manages the numbering plan

· enforces the fulfillment of obligations incumbent upon the vaious market parties

· settles disputes regarding access and interconnection, RF spectrum usage, or any other dispute, as it enjoys wide-ranging sanctioning powers

· ensures that operators licensed to provide international services are not subject to discriminatory or anti-competitive behaviour

· proposes regulatory changes, when needed

· acts as advisor to central and local Government

The development ministry assigns frequencies and sets the tariffs for the basic telephone services that are supplied by the dominant operator, after consulting the CMT.

The competition authority (Tribunal de Defensa de la Competencia) is responsible for regulating anti-competitive behaviour and dominant position cases.

The CMT is also responsible for broadcasting regulation (with the development ministry, the secretariat general for communications, the education and culture ministry and the local authorities).  



SWEDEN

PTS
Staff: 150 persons

Address:

PO Box 5398

Birger Jarlsgatan, 16

SE-102 49 Stockholm

Tel: 46.8.768.55.00

http://www.pts.se
Post och Telestyrelsen
(National telecommunications agency)

· Administrative authority under Government surveillance, set up in July 1997

· Telecommunications Act of July 1993, amended in July 1997

· processes applications and issues licences to operators for the provision of telephone services over public telecommunications netwotks, or for the provision of network capacity (if the operator does not have significant market power, it only has to declare its services to PTS)

· manages the numbering plan and allocates frequencies

· sets tariffs (interconnection)

· settles disputes regarding access, interconnection and facility sharing, and has power to impose penalties

· enforces fulfillment of the obligations incumbent upon the various market parties

· monitors service quality

The PTS enforces competition conditions on the telectommunications market, in conjunction with the competition authority (Konkurrensverket).

 The PTS also has jurisdiction over broadcasting networks, and postal services regulation.


SWITZERLAND

OFCOM
Staff: 250 persons

Address:

 Bundesamt für Kommunikation (BAKOM)

Abteilung Telecom

Zukunftstrasse 44

Postfach  2501 Biel

Tel: 41.32.327.54.36

http://www.bakom.ch

Office Fédéral de la Communication (OFCOM)

· Administrative authority under federal government surveillance, set up in 1991

· Telecommunications Act of October 1997
· processes applications and issues two types of licence:
a)  for operators providing fixed telephone services over public telecommunications networks (in other cases operators are only required to declare their services to OFCOM)
b)  for operators providing radiocommunications services
However, if an operator provides the universal service, the licence is processed by OFCOM and granted by the Communications Commission (ComCom)
· manages the numbering plan and allocates frequencies
· sets tariffs (interconnection)
· settles disputes in access, interconnection and facility sharing
· issues terminal equipment approvals
Appeals against OFCOM’s decisions are made to the ComCom, which is comprised of independent experts.

OFCOM and ComCom are jointly responsible for market liberalisation, in conjunction with the competition authority. OFCOM is also responsible for regulating broadcasting networks.


UNITED KINGDOM
OFTEL
Staff: 160 persons

Address:

50 Ludgate Hill

London Ec 4M 7JJ

Tel: 44.171.634.8700

http://www.oftel.gov.uk
Office of Telecommunications (OFTEL) 

· Independent administrative authority, created in 1984
· April 1984 Telecommunications Act and December 1997 Telecommunications Act
· considerable responsibilities for enforcing the fulfillment of obligations incumbent upon the different market parties, arising from their licences granted by the trade and industry minister:  general licences (such as for telecommunications services used exclusively within a company or open to third parties, radiocommunications services, conditional access systems and individual licences (for networks and services not covered by general licences, such as for satellite services interconnected with the public switched network)
· ensures that licence conditions are implemented, and may ask for them to be modified, where necessary 
· mangages the numbering plan
· sets tariffs (interconnection)
· monitors service quality

· acts as advisory to the trade and industry minister 

· issues terminal equipment approvals

The trade and industry minister issues licences, after consulting the director general of OFTEL.  Interconnection negotiations are governed by the 1997 Telecommunications Act.  Either of the parties can appeal to the director general of OFTEL to settle disputes.

For competition matters, the director general of OFTEL shares jurisdiction with the head of the competition authority  - the Office of Fair Trading.  Together they can bring cases of anti-competitive behaviour and abuse of the dominant position before the Monopolies and Mergers Commission.

The Radiocommunications Agency, which reports the trade and industry minister, has the power to issue operating licences for telecommunications services that require RF spectrum resources. This licence is additional to the one issued by the ministry. 

OFTEL is also responsible for regulating audiovisual networks and conditional access systems.



UNITED STATES

FCC
Staff: 1800 persons

Address

445 12 th St. S.W. 

Washington D.C. 20 554

Tel: 1.202.418.0200

http://www.fcc.gov

Federal Communications Commission (FCC)

· Independent administrative federal authority set up in 1934

· 1996 Telecommunications Act

· processes applications and issues federal licences for telecommunications services provision between states or at international level (at local level, regulation is performed by the state authority known as the Public Utility Commission).  The type of licence required generally depends on the service provided (wireline, mobile, satellite, etc.)

· lays down the numbering plan and allocates frequencies

· assesses the cost of the universal service and determines how funding is shared between operators

· sets out interconnection conditions and the corresponding interconnection prices, at both state and federal level

· enforces the fulfillment of obligations incumbent upon network operators and service providers, particularly with regard to universal service and interconnection

· settles disputes over access, interconnection and facility sharing, and enjoys considerable sanctioning powers

· monitors service quality (in conjunction with federal regulatory bodies)

· propose legislative changes, when needed
A non-governmental organisaion, the North American Numbering Plan Administration, manages the numbering plan for the whole of North America (plus the majority of the Carribean).  Within the United States, however, the FCC is the supreme appeal body for dispute settlement.

The FCC works in conjunction with the Federal Trade Commission and the Department of Justice on competition matters.

In addition the FCC has jurisdiction over broadcasting networks and audiovisual content.


Figure n° 14 : comparison of telecommunications/broadcasting regulators
(in OECD countries)


The following table provides a panorama of the regulatory authorities in the fields of telecommunications and broadcasting in the OECD countries, and shows their scope of jurisdiction.  It draws the distinction between:

· regulation of telecommunications networks and services, 

· regulation of broadcasting networks,

· regulation of audiovisual content. 


The table shows the specific administrative authorities that have been set up as separate entities within the countries mentioned. In most cases they are independent from Government.

COUNTRY
REGULATORY BODY


Telecommunications


 Broadcasting


Networks and services
Networks
Content

Germany
Regulierungsbehörde für Telekommunikation und Post (Reg-TP)
Reg-TP
+ Länder       
+ Authorities responsible for private broadcasting
Länder

+

several federal ministries

Australia
Australian  Communications  Authority  (ACA)


            Australian Broadcasting Authority

               (ABA) 

Austria
Telekom Control  (Osterreichische Gesellschaft für Telekommunikationsregulierung)


Federal ministry of science and transport
Commission monitoring implementation of broadcasting laws

Belgium
Institut Belge des services Postaux et de Télécommunications (IBPT)
IBPT

 +

Broadcasting council (French-speaking)

Media council (Flemish)


Broadcasting council 

 +

Media council 



Canada
Canadian Radio-television and Telecommunications Commission -CRTC


CRTC

+ 2 bodies of professional associations (self-regulation) : 

Council on broadcasting standards and Council on  cable TV standards



Denmark
                         Telestyrelsen  

(National telecommunications agency)


Ministry of culture

+Radio and local TV council 

+ Cable and satellite broadcasting council


telecommunications networks and services
broadcasting networks
audiovisual content

Spain

Comision  del Mercado de las Telecomunicaciones (CMT)


CMT

 + Development ministry

 + Secretariat general of communications + Ministry of education and culture + local authorities



United States

Federal Communications Commission

(FCC)

Finland
Telehallintokeskus 

(Telecommunications administration centre) 

                         
Media commission



France

Autorité de régulation

des télécommunications

            (ART)


             ART

                + 

broadcasting authority (Conseil Supérieur de              l’Audiovisuel

              - CSA)
CSA        

Great Britain

          Office of Telecommunications

                         (OFTEL)
BBC board of governers

+Broadcasting Standards Commission (BSC) +Independent Television Commission (ITC) 

+ Radiocommunications Agency

Greece
National posts and telecommunications commission

(EET&T) 
Ministry of transport and communications

+ National radio and TV council
National radio and TV council

Ireland
Office of the Director of Telecommunications Regulation (ODTR)


 Independent Radio and Television Commission (IRTC)

+
Broadcasting Complaints Commission

Italy
Autorità per le Garanzie nelle Comunicazioni  (AGC)




telecommunications networks and services
broadcasting networks
audiovisual content

Luxembourg
Institut Luxembourgeois des Télécommunications (ILT)


Media and broadcasting department
National programming council

Mexico

Comision federal de Telecomunicaciones                  

      (COFETEL)


Ministry of transport and communications (for public television)

COFETEL (for commercial television)
Ministry of transport and communications,

Ministry of the interior, ministry of public education, ministry of social services

Norway
Post-Og Teletisynet

 (NPT) 

Ministry of culture 



Netherlands
Onafhankelijke Post en Telecommunicatie Autoriteit
(OPTA)
OPTA

+

Ministry of  transport

+ Ministry of  education, culture and science


Media commission

Portugal
Instituto das Comunicaçöes de Portugal (ICP)


High authority for social communication

Sweden
Post och Telestyrelsen

(National telecommunications agency) 

 
Broadcasting commission

Suisse

Office Fédéral de la Communication (OFCOM)
 


Independent complaints authority

IV. International technical standardisation

In a sector where advances in technology determine market structure, international standardisation is vital.  The emergence and development of certain markets often depends on players’ capability to define a common standard.  The definition of the GSM standard has enabled Europe to play a strong hand on the digital mobile communications market.

In order to keep up with technological advances, ART closely follows the standardisation work carried out at European (ETSI) and international (ITU) level. It participates in two ETSI standardisation committees, which carry out forward-looking studies in order to identify the economic and regulatory implications of new technology.  The first, “ ETSI SMG
 ”, deals with the standardisation of third-generation mobile communications systems (UMTS) and the second, “ TIPHON ”, studies Internet telephony. These groups are widening the scope of their actities to cover standardisation at international level.

A. UMTS

Third-generation mobile communications systems are known as IMT 2000 at international level, and UMTS in Europe. These systems have global economic implications.  Current standardisation work focuses on four main themes: 

· radio interface
 and wireless network access;

· development of the core GSM network;

· convergence between fixed and mobile transmission networks;

· services.

Considering the underlying regulatory and industrial implications, ART is closely following the discussions held within ETSI and the ITU standardisation bodies, and the activities of various forums which have been set up by the private sector to develop protocols, operating systems, etc.

The radio interface is being discussed thoroughly right now, as there are a number of standards in play, supported by competing industrial alliances from standardisation regions such as Europe, Japan and the United States.  Negotiations are continuing within the ITU on the choice of terrestrial and satellite radio interfaces.  The decision, which will depend on the industrial and economic criteria presented to the standardisation decision-makers, will effect the development of third-generation mobile communications systems in Europe. (see the CCR working group’s report on UMTS). 

The industry has worked hard towards adopting a global standard for third-generation mobile systems. The international standardisation organisation, known as “ 3GPP ”
, comprising members of ETSI and members of the American, Japanese and Korean standardisation bodies,  was set up for this reason, to guarantee the harmonisation of the specifications for a single third-generation system, with a common radio interface.

If UMTS is to be successful in Europe, this organisation has to take into consideration the requirements of the European market, and to ensure that the next generation of systems is compatible with current GSM systems.

While it is agreed that the ITU should aim to harmonise the various radio interfaces
 in order to create a wide-based market, this has not yet been possible due to the conflicting industrial stakes and the diversity of national markets. Also, such decisions need to be taken cautiously, to ensure that they are not detrimental to users and do not penalise the UMTS market from the outset.  This would be the case if the terrestrial interface chosen for Europe meant paying out high royalties to patent-holders. 

Furthermore, it is not yet clear which services will be provided over UMTS systems.  The public consultation launched by ART at the beginning of 1999 should provide some answers.  The fact that GSM networks can now be adapted to provide multimedia services should also be taken into account.  This makes the role played by service and content providers in stimulating the UMTS market all the more important. But any way we look at it, standardised open radio interfaces are essential for market growth.  Work is also under way to upgrade mobile terminals’ operating systems to enable them to integrate a multitude of new applications, which will be at the heart of the third-generation systems.

Finally, the rapid development of IP-based technology has uprooted telecommunications network architecture.  But, how the transition from current networks to UMTS will occur, is very much open to debate.  ART will be studying the issue in depth and keeping a close track on developments.

B. Internet telephony:

Alongside its call for comments on Internet telephony, ART has been working on Internet standardisation issues within ETSI’s TIPHON project. This European forum, which comprises sector representatives from around the world, has played a highly active role in the process.   ART also wholeheartedly supports the work undertaken to ensure network and equipment interoperability, by manufacturers within the IMTC, and by operators and service providers within TIPIA, which is still in its formation period.


However, the standardisation works is still not completed and needs to continue in order to avoid incompatibility between proprietary systems, which are emerging rapidly in response to market demand.  Without standardisation these systems could undermine the development of the competitive marketplace.


ART has contributed to the discussions on Internet telephony on several points, including aspects relating to economic modelling, security constraints and numbering.

· With the emergence of intermediaries between operators and service providers, a new economic model is taking shape.  This model could be transposed onto any IP-based architecture.  It could apply, for instance, to the next generation of mobile networks using GPRS
 and UMTS systems. This similarity with mobile networks is amplified by the presence of financial intermediaries, which have been operating in the GSM arena for several years, for international roaming purposes.  The public consultations on UMTS and IP telephony should provide useful input on these issues, and the use of IP technologies in least-cost routing.

· Security requirements for routing and locating emergency calls, and legal interception requirements should also be implemented for Internet telephony.

· Finally, numbering for Internet services needs to be discussed by a broad spectrum of players at national level, and also on a global scale, within the ITU.  It would not be appropriate to allocate country codes to IP telephony without holding discussions at these levels.  ART has already played a pro-active role in the various European (ETSI, ECTRA) and world bodies (ITU), in analysing the underlying implications and avoiding hasty decisions being taken on the use of scarce resources.

part three : ART’s mEthod AND RESOURCES 

Chapter I : ART’s method


ART aims to tailor its decisions to the expectations and demands of the industry.  Consequently, it has adopted a working method and rationalised its decisions through frequently involving telecommunications sector players.  It believes that market parties should play a part in regulating the sector in which they operate. 


Wide-ranging consultation documents are used systematically in the decision-making process, to enable ART to gather the views of sector professionals. Consumers are also kept informed, as well as the general public as a whole, of the role played and action taken by the regulator.  ART does this by using is a variety of external communication tools.  Finally, ART is intent to have a firm grasp of the economic sector that it is responsible for regulating, which is why it commissions outside consultants to carry out studies - some of which are made public.

I – Involving the industry

A. Consultative and specialised committees

1. Consultative committees 


The Telecoms Act of 26 July 1996
 created two consultative committees to advise the telecommunications minister and ART chairman: the radiocommunications consultative committee (CCR), and the telecommunications networks and services consultative committee (CCRST).  The secretariat of these committees is provided by ART.


Both advisory bodies are responsible for examining draft regulations on radiocommunications and telecommunications networks and services.  They can also be consulted on any other matters that may fall within the scope of their expertise.


The CCR convened quarterly in 1998, and was chaired by Marc Houery
. It was consulted on issues ranging from business radio, frequencies for fixed services and video transmission, mobile network quality of service, frequency plans and fixed-mobile convergence. In addition to these activities, a sub working group (CCR/UMTS) was set up within the committee in January 1998, in order to study the introduction of UMTS
 in France. Philippe Dupuis, the former chairman of the ETSI SMG
 committee, was appointed chairman.   On 22 September 1998, the working group filed a report containing a number of proposals regarding the regulatory framework that might be put in place.  This report was made public by ART on 11 December 1998.


Three meetings of the CCRST were held during 1998 under the chairmanship of  Pierre Faurre
. Issues such as processing licences to set up and operate private networks, leased lines provision, changes to and management of the national numbering plan, developing competition on the local market and fixed-mobile convergence were discussed.  Also, two working groups were set up under the aegis of the CCRST to report on local loop unbundling. 


The two consultative committees were invited to a joint meeting on 1st April 1998 in order to provide wide-based input from the industry to fuel ART’s response to the European Commission’s Green Paper on the convergence of the telecommunications, media and information technology sectors. 

2. Committees

a. Interconnection committee


This committee comprises representatives of public network operators and telephone service providers, and consumer associations.  It convened twice in 1998, in June and October, to give its opinion on a number of interconnection matters.


During 1998, it focused on understanding the methodology applied in interconnection work, from the list of additional advanced services and functions, to the various costs and relevant market rules, to interconnecting operators and France Télécom’s standard interconnection offer for 1999.

b. Consultative committee on numbering


This informal advisory group, comprised of operators, service providers, manufacturers and users interested in numbering matters, is where ART’s numbering decisions are prepared. 

B. Public consultations


ART held several public consultations and calls for comments during 1998, in order to gather the viewpoints of all players interested in telecommunications regulation, before taking decisions on how to apply the Telecoms Act.


Thus, after consulting operators, service providers and consumers, and in order to make tariffs simple and easy to understand, ART launched a public call for comments on its plans to alter the national numbering plan for non-geographic 08ABPQMCDU format numbers, which lasted from 28 July until 11 September 1998.


A call for comments was also published by ART, on plans to establish teleports in the Ile-de-France area. 


Between 28 August and 15 September 1998, as part of its legal mandate to manage and assign sound and video transmission frequencies, ART published a call for comments on draft regulations governing the use of wireless microphones for business purposes in the 470-830 MHz frequency band.


Acting in consumer’ interests, from 12 October to 10 December 1998, ART used its web site to set up an on-line newsgroup on mobile telephony, to enable all mobile phone users to make complaints and proposals, share experience and ask questions.  The forum was highly successful with 418 contributions in just over eight weeks, filled with personal experience and proposed solutions.


Several other calls for comments were published at the beginning of 1999. 


In January 1999, to extend it work on the technical, economic, competition and regulatory aspects of Internet telephony, ART launched a call for comments.  The original deadline for responses was postponed by five weeks, due to the complexity of the issues involved.


In a similar vein, to complement the work carried out by the CCR on the introduction of UMTS in France, a public consultation was launched in February 1999.


When news reached ART of France Télécom’s plans to sell its long distance telephone service through highstreet stores and supermarkets, it decided to issue a call for comments, on  5 March 1999, on the conditions that operators should conform to when indirectly selling such services. 

Finally, a public consultation was issued on 2 April 1999 on the development of competition on the local market.  The consultation document was based on the reports drafted by the working groups set up within the consultative committee on telecommunications networks and services for this purpose. The document focused in particular on the implications and scope of local loop unbundling in France.

C. Interviews with the executive board, meetings and study groups

1. Interview and meetings


Interviews and meetings are set up regularly on a variety of subjects.


In response to the Government’s request for an in-depth study on how to improve Internet access conditions and prices, ART chairman and the executive board held discussions with the main interested parties – telecommunications operators, access providers, manufacturers, residential and business user associations, telecommunications professionals, Government representatives and the competition authority. 


Also, following the symposium held in January 1999 on “ consumers and mobile telephony”, a meeting between the three mobile telephone operators and the ART board was organised on 12 February 1999 to discuss prices for calls from fixed phones to mobiles.  This should be followed up by bilateral meetings between each operator and ART, and then by further plenary meetings.


Informal meetings were also set up within the framework of the Independent Regulator’s Group (IRG), in order to enable the heads of telecommunications regulatory bodies around the world to meet and exchange views. 

2. Working group on Internet issues


At the initiative and under the direction of the executive board member, Dominique Roux, ART set up a working group in 1997 to study Internet issues.  The theme chosen for 1998 was “ Internet: factor of development in the telecommunications sector”. 


While Internet was initially perceived as a disruptive influence on the telecommunications market and operators, the opportunities that it offers are now apparent.  The viability of Internet is no longer questioned, but as Internet use becomes commonplace, the need for higher transmission speed, ease-of-use and security increases. Internet has thus generated a new category of service offerings and no longer appears as the competitor to telecommunications operators.  Furthermore, those operators that have included Internet provision in their business strategy are likely to reap the benefits on all levels, in terms of technical possibilities, costs and services 


While Internet technologies gain momentum throughout the telecommunications world, new service offers flourish.  This is why it seemed appropriate to study the types of services that Internet could bring to various consumer categories.


During the year, the working group studied five main issues that Internet raises:

· Which new services and for whom?


This meant studying consumer categories (residential; business; hybrid: health service, school; public interest services) and the purposes that Internet services could serve, such as voice-data integration and interactive communication services.

· Upgrading traditional telecommunications services 


Internet technology supports new services which may replace those provided by traditional telecommunications and broadcasting techniques. This is the case, for instance, of voice and fax over IP, corporate networks, webcasting and television and radio services. It is also useful to measure the cost of upgrading services, in terms both of infrastructure and equipment, in order to assess to what extent these technologies can meet mass consumer demand.

· How will consumers benefit?


The main question is whether the profits gained from these technologies will be used to bring down prices for consumers, to provide a wider variety of services or to enhance quality of service. 

· Economic regulation of Internet players


The group also worked on drawing up a list of the different market parties involved in the Internet arena: telecommunications operators and service providers, audiovisual content distributors, providers of access control services, operating systems, information services, on-line directories.  It studied the players’ various development strategies (mergers, partnerships, vertical integration) and the different types, origin and amounts of investment required.

· Network regulation applied to Internet


The working group tackled the issue of Internet regulation from three angles: interconnection, subscriber access, and essential resource management.  It focused in particular on defining Internet interconnection and laying down players’ associated obligations. 

This vast working programme is currently under way.  Some issued have already been studied in depth, such as Internet telephony, Internet services over cable networks, the status of the Internet in Japan, Renater 2 and the organisation of CERT, broadcasting services over the web, and the provision of Internet services over mobile networks.


As the market evolves and matures many issues need revisiting, as Internet access costs and the consultation on IP telephony have illustrated.

3. Working group on satellite radiocommunications


ART chairman, Jean-Michel Hubert, gave the impetus to set up a working group on satellite telecommunications within ART.  He appointed the board member, Roger Chinaud, to chair the group. 

The working group’s objective is to assess the regulatory implications of satellite constellation projects (which are inherently worldwide in scope) and answer not only technical questions but also those arising with regard to processing satellite radiocommunications licences. Due to the broad array of implications (strategic, regulatory and economic), it became apparent that ART needed to look further into the issue.

With such a complex subject in hand, ART felt it wise to augment its own studies by input from the main market parties – manufacturers, operators, representatives of the administration.  This would enable it to better understand the rapidly-changing sector and to feed the information into the working group, which acts as an information source, rather than a decision-making entity, on these issues.

But, before responding to questions concerning sector regulation, it seemed essential to consider other issues that are equally important, and a daily concern for some of the group’s non-ART participants.  These include the actual markets, the type of new services that would be provided and the unknown factors affecting the future of satellite systems. 

To reply to these questions, we need to understand the complex upheavals that are currently occuring in the satellite communications sector:

· Satellite constellation projects – which are global, worldwide systems – can only be realised if they are supported by partnerships, as they are prohibitively expensive for isolated groups.  And these partnerships need to be strong, so that they don’t fall apart at the slightest dip in the stock market. The viability of the joint ventures involved in satellite constellations therefore needs to be assessed, to see if they can successfully live up to the technological and financial challenges, such as the expected size of the market.

· While it is agreed that terrestrial and satellite networks are complementary, terrestrial networks still seem to hold a certain number of trumps (lower transmission costs, higher return on investment for broadband), and especially if they own a local loop.  If this proves to be the case, the competition in terrestrial infrastructures, and even intermediary platforms, may make the future of satellite networks more uncertain.

· Don’t we risk facing “niche markets”, either in geographic terms or in terms of the services offered or the uses?  And the associated increased risk that these markets may not be sufficiently profitable?


We have already extended our study on first generation constellations (Iridium, Globalstar, Ico), to second generation systems (Teledesic and SkyBridge). And we can expect considerable growth in multimedia and data traffic, far beyond the traditional voice telephony activities.


At the current phase of reflection, a number of salient points have already been identified:

· there is certainly a market for the constellations (first and second generation);

· it is a market which is complementary to terrestrial infrastructure;

· the investment required is still relatively low (particularly in relation to investment in GSM systems) ;

· the technological risks are still high;

· competition from geostationary satellites will probably be fierce;

· the regulatory framework and mission need to change to adapt (as, for instance, the decision to allocate scarce resources cannot only be made by the American regulator) ;

· Europe needs to be pro-active on this issue; 

· ART wants a number of principles to be applied (particularly economic growth and job creation), in order to better serve the interests of France and Europe;

· finally, due to the end-to-end control of the value chain, France has every reason to have ambitions in the space communications arena.


The working group was thus set up to enable the telecommunications regulator to forecast change, to adapt and to draft constructive proposals to make regulation in this field as efficient and balanced as possible.

II – External communication

A. Regularly informing market parties of ART’s decisions


ART ensured that actors were regularly informed of the decisions taken during 1998 by keeping in contact with the press and by publishing a large number of press releases.


It also continued working specifically for consumers by holding a “ consumer day ” on 13th January 1999.  This was the second time that ART had organised such an event, which brought together consumer associations and the three operators to discuss mobile telephony.


ART has also set up a regular cycle of conferences, known as “Open Forum with ART ” in order to discuss themes that are fundamental to the future and regulation of the telecommunications sector.  The first in the series were held on 21 January 1999 on the theme “ The telecommunications market in 1999-2000 ”.  Several financial analysts took part and gave presentations on the recent developments in the telecommunications sector and its prospects for various players. The second Open Forum was held on 23 March 1999 and dealt with an overview and the perspectives of telecommunications law.


Finally, the ART newsletter, which was published for the first time in June 1998, aims to give a bi-monthly update, in addition to this report, on the regulator’s current activities and planned actions.

B. Active participation in numerous events


ART board members, and the chairman in particular, participated in several symposiums and meetings organised in France and around the world in 1998. Notable events at national level included IDATE’s international meetings on 19 and 20 November 1998 in Montpellier and the SIRCOM on 24, 25 and 26 November 1998 at the national telecoms research centre (CNIT) in Paris.


The ART chairman was also invited to speak before members of the French and American parliament on 18 February 1999 at a symposium organised by the National Assembly on the subject of new Internet developments and electronic commerce.

C. Web site




ART’s web site was launched on 5 March 1998.  It became fully operational during the year, and is updated and extended on a regular basis. The site was made more user-friendly by the installation of an interface supporting advanced surfing of the site.  A search engine and key word index will be developed in 1999.  The “market information” rubric was enhanced by the addition of sections on Internet access and cable network telephony.  Other sections on market information will be set up in 1999.  The site now also posts a summary of documents available in English, and provides links to the sites of other European Union regulators.

Interactive site assisting people in administrative procedures ... 

The highlight of ART’s web site is its interactive section.  Known as “over the counter services”, this section facilitates administrative contacts between ART and professionals.


The “over the counter services ” section enables users to download and fill out application forms for private network licences, before sending them by post to ART.  It also provides information on the documents and details that applicants for L.33-1 and L.34-1 licences need to supply. ART intends to extend this section by posting conformity assessment application files. 


On-line ordering of documents is also possible.  This enables users to obtain guides and the annual report and to subscribe to ART’s newsletter.  The system calculates the invoice and produces an order form automatically.  To obtain the ART documents users simply have to print out the forms and send them with a cheque to ART.  ART is currently considering implementing electronic payment systems.


While designed to facilitate administrative procedures, “over the counter services” also enables Internet users to download reference documents and to be informed of ART news without visiting the web site, by mail exploder (90 alert notices and informative messages distributed in a year). In one year, over 2700 on-line users subscribed to this mailing list. 


The “ service counter ” also supports on-demand access to information. Four browsers were developed in 1998.  They give information on the local authorities that hold private network licences, the numbers assigned to operators, approved installers and conformity certified equipment.  A new browser for RF spectrum assignment and use will be installed in 1999.

... and involving players 

ART’s web site also fosters dialogue with residential and business users.  A newsgroup on mobile telephony – the first of its kind – was set up for eight weeks at the end of 1998. During that time 418 contributions were received.  They served as the basis for the work carried out in the symposium on “Consumers and mobile telephony ” held by ART on 13 January 1999. And those that participate in ART’s public consultations can now e-mail their contributions.


A web page called “ Mail ” is constantly accessible, no matter where the user is on the site.  All questions or requests for information sent to ART are dealt with personally by the webmaster or the relevant member of staff.  Over 1500 messages were processed in 1998.

 
Less than two years after the prime minister’s speech in Hourtin on France’s entry into the information society, the telecommunications regulatory authority is actively participating, as stated in its legal mandate, in informing the telecommunications sector and modernising the country.

Finally, it is interesting to note ART is the only regulatory body to systematically list and post on-line the full text of its executive board’s opinions and decisions.  There were 172 180 visitors to, and 7 223 748 hits on the ART web site in the space of one year, which is proof enough of its utility as an information and working tool. 




D. Documentation centre


ART’s documentation centre deals with 2200 tasks, 1400 of which are from the outside.  A third of the outsiders are companies from the telecommunications sector and the rest are from the legal sector, administrations, universities, consultants, banks, journalists and private individuals. 


The centre has a rich stock of specialised publications on telecommunications legislation, reference works, and about a thousand recent additions.


The public can consult the documentation centre, on appointment.

III – Reports and studies


The Telecommunications Act gave ART the power to commission studies and gather information on the telecommunications sector. It thus launched and monitored a considerable programme of studies on the sector.


Given the highly technical and complex issues involved in telecommunications regulation, ART needs in-depth studies on technical economic and legal matters.  As it has a small staff, it can rarely carry out these studies itself, so it often commissions consultants with specialised knowledge, which enables it to have external and neutral viewpoints. 


The themes of these studies are proposed by the executive board and the staff.  They are then validated by the division directors, before being presented for approval at executive board meetings. 


A steering group monitors the studies closely.  A launch meeting is held which sets the scope of the study, its schedule and the deliverables. Other meetings are then arranged at regular intervals to study the interim reports.  On completion a final report, summary and soft copy are submitted.  The finances are also be monitored, at a global level for the budget allocated to all studies, and on a study-by-study basis. 


The average duration of the studies was 3 months in 1998. 


A summary of the studies is sent to the chairman, the executive board and to the director general.  Sometimes the study is presented to the board.  The staff may then propose to publish the studies. 


The budget for studies and reports in 1998 was FF6 581 000 for studies for ART’s use only, and FF371 000 for multi-customer studies. In 1997 the budget was only FF3 868 000 and FF348 000 respectively. In 1998, twenty-four studies were carried out on ART’s behalf, whereas only 13 were completed in 1997.


The themes studied cover the whole sector.  However, there is a particular focus on in-depth analysis of telecommunications regulation.


In 1998 the following subjects were dealt with:

· universal service (evaluating the advantages inherent in providing it), 

· telecommunications economy (pre-paid telephone cards in France, market indicators, monitoring pricing and approving the incumbent’s tariffs), 

· strategic analysis (satellite constellations), 

· international benchmarking (eg. comparing the notion of private network and where the line is drawn to distinguish between private and public networks in the different EU countries), 

· market surveillance (forecasting medium-term growth in the French mobile telephone market, infrastructure market and transmission capacity in France),

· consumers (evaluating quality of service of mobile telephone networks and monitoring operators’ treatment of consumers)
.


The list of studies carried out on behalf of ART is given in annex. Only the studies that have been published can be consulted.

Chapter II : ART’s Resources


In 1998, ART improved its operations by consolidating its organisational structure.  This meant adapting its financial and human resources to better suit its needs, within budgetary constraints.

I. budget

A. Expenditure

1. Budget 

The Budget Act for 1998 allocated FF82.7 million to ART, comprising FF44.7 million for the payroll and FF38 million for current operating expenses.

In 1999, the initial Budget Act for 1999 increased ART’s allocation to FF88.5 million, breaking down into FF47.05 million for the payroll and FF41.45 million for current operating expenses. As for the previous year, FF1 million of this was earmarked by an amendment proposed by the Senate, for the modernisation of ART’s internal IT system and for the implementation of an Intranet.

2. Payroll


The number of staff employed by ART in 1998 was 142.

B. Revenue


Article L. 36-4 of the Telecommunications Act of 26 July 1996 stipulates: “The resources of the telecommunications regulatory authority shall include payment for services provided, and the fees payable under the conditions set out in the Budget Act or by State Council decree.  During the drafting of the annual Budget Act, the regulatory authority shall submit to the telecommunications minister its proposals for the funds needed to carry out its functions over and above the resources referred to in the first paragraph.”

To date, most of these provisions have not been applied. The only legislation that has been adopted is the enabling acts permitting ART to issue invoices for the fees payable for services rendered. Consequently, ART cannot yet collect payments in its own right.

Figure n° 15 : fees collected on behalf of the State

ART issues invoices on behalf of the State.  The two orders adopted on 22 October 1997
 and the decree of 26 November 1997
 equipped ART with the legal instruments it needed to fulfil this mission: by appointing an officer to authorise payments and setting up an account for payments collected.  The order of 6 March 1998 supplemented these provisions by nominating an officer to manage this income account
.

In 1998, the French telecommunications regulatory authority issued almost 1 500 invoices for FF547.9 million, on behalf of the State.  These comprised:

· FF81.5 million in fees for managing and supervising the national numbering plan, pursuant to article L. 34-10 of the posts and telecommunications code;

· FF3.1 million in fees for telecommunications terminal equipment conformity assessment, in accordance with the provisions of article L. 34-9 of the posts and telecommunications code;

· FF60 million in fees for private networks, pursuant to article L. 33-2 of the posts and telecommunications code;

· FF403.3 million in fees for public networks and for the provision of the telephone service (FF104 million for licences and FF299.3 million for frequencies) under articles L. 33-1 and L. 34-1 of the posts and telecommunications code.

In 1997, following an opinion from the budget division of the minister of the economy, finance and industry, two decrees and an order were drafted.  The decrees set out provisions on the payment of fees for services rendered and the order set out the system enabling ART to collect these fees in its own right. ART issued a favourable opinion on these draft legislative instruments, on 3 December 1997.

In 1998, regulations were adopted to implement the system:

· decree of 9 July 1998 on fees payable for services rendered by the telecommunications regulatory authority
,

· decree of 9 July 1998 instituting the collection of fees in an independent account, and defining the account to be used to this effect
,

· order of 9 July 1998 laying down the arrangements for payments for services rendered by the telecommunications regulatory authority to be made into the independent account
,

· order of 20 August 1998 setting up the income account and the decision of 25 August 1998 appointing the officer to manage the income account
,

· letter of 18 August 1998 from the budget division setting up the independent account.

These regulations enabled ART to sell the following publications:

· 1997 Annual Report in French and in English (FF150 and FF250 respectively).  So far 225 copies have been sold,

· ART Newsletter in French (FF20 a copy or FF100 for an annual subscription).  So far, 72 subscriptions have been taken out,

· Guide to Telecoms brochure (FF40).


Sales revenue for these items totalled FF51 481 at the end of December 1998.

In addition to the changes described above creating ART’s own separate accounts, the software used to manage ART’s income and expenditure accounts was modified.  The income module was adapted to bring it into line with public accounting requirements and an interface was introduced to support the electronic transfer of payment authorisations for ART’s expenditure, to the Treasury paymaster-general. 

II. Human resources


ART’s human resource management aimed at maintaining high levels of quality in recruitment, training and social relations.  Certain changes occurred in these domains between the first and second years of ART’s existence. 

A. Increased staffing levels


ART continued its recruitment drive, with 8 additional posts filled between 31 December 1997 and 31 December 1998, following the 9 departures and 17 new recruitments during the period. At the end of 1998, ART employed 135 people, comprising 95 tenured and 40 non-tenured staff. 

The breakdown into categories changed very little in 1998: with 74% staff in catgeory A or equivalent, 22% in categorie B and 4% in category C.


The average age of tenured staff rose slightly, from 43 to 43.9 and that of the non-tenured staff decreased slightly more from 34.7 to 33.7 years of age.


Finally, there was a considerable increase in external recruitment (+ 75%).  While recognising the value of its ex-industry ministry employees (48 of the 135 posts at 31 December 1998), this showed ART’s determination to extend its skills base to fully equip itself to meet the new demands of telecommunications sector regulation. 

B. Professional training and symposiums


Staff received a considerable amount of training in 1998, particularly to ensure that they mastered the new software systems acquired during the year.


Language courses were also held, to prepare staff for the international aspects of telecommunications regulation.  This manifested itself in numerous meetings, in ART’s representation and participation in international bodies, and multiple symposiums.


The training budget for 1998 was FF759 000 - a 68% increase on the amount allocated in 1997. In 1999, staff will receive training in other new skills, particularly in IT networking (Intranet, and Internet).


TRAINING AND SYMPOSIUMS ATTENDED IN1997 AND1998




TYPE OF
AMOUNT

1997
AMOUNT

1998




SERVICE
 (French francs)
(French francs)


SYMPOSIUMS
254 120
248 345


TRAINING




Computer skills
80 560
53 227


Office skills

254 587


Languages

57 898


Other
117 433
145 118


TOTAL
452 113
759 175

C. Social relations


ART’s joint technical committee (CTP) was officially created by the decree of 29 December 1998
. This joint advisory body will be set up in 1999, once the preliminary phases laid down in the decree have been achieved (election and designation of representatives).


According to article 6 of the decree, the CTP will have powers over:

· the organisation of the authority ;

· its operations;

· modernisation programmes and the working methods and techniques and the way they effect the staff;

· statutory regulations;

· employment of the disabled and professional equality;

· hygiene and safety.

The CTP also receives an annual report on the status of ART for debate.  It is informed of the training courses offered to the staff and of the staff’s results.

Glossary of technical terms, acronyms and abbreviations

3GPP (Third Generation Partnership Project) 

Global body bringing together worldwide standards organisations, including ETSI and American, Japanese and Korean members.  Its mandate is to reach an agreement on a common radio interface in order to determine a standard for third-generation mobile telecommunications systems (UMTS).  ETSI transferred the work carried out within the SMG committee on UMTS to the 3GPP.

Access network 

Network to which customer premises equipment is directly connected, giving access to services. (see “ core network ”)

Accounting rates 

System which sets out the tariffing principles to be used in interconnection agreements between international operators, to enable the revenue for international calls to be shared between the operator in the country that originates traffic and the operator in the country that delivers the traffic. For calls to a given international destination, the operator in the country originating the traffic sets the retail price, which is called the collection rate.  At the same time, this operator and the operator in the destination country negotiate a settlement rate.  The settlement rate is used to determine the sum paid by the operator originating traffic to the operator which delivers the traffic. The settlement rate is often half of the accounting rate. 

ACTE (Approval Committee for Terminal Equipment) 

Committee chaired by the European Commission (DG XIII), responsible for implementing the terminal equipment directive (98/13/EC), by drafting common technical regulations (CTRs) for network access.

ADSL (Asymmetric Digital Subscriber Line) 

An xDSL technology, designed to maximise the capacity of the copper cable and enhance the traditional telephone copper access network.  Two modems are used, one on the customer’s premises, and the other on the subscriber line before the main distribution frame, to increase data rates 70-fold. ADSL uses a line splitter to enable it to carry voice, upstream data (user to network) and a greater proportion of downstream data (network to user).  Filtering at both ends of the line ensures acceptable voice quality, by removing interference. ADSL technology is particularly well-adapted to the local loop, as throughput diminishes over distance. It is relatively unexpensive, and therefore constitutes an attractive alternative to cable networks for high speed Internet access. 

AFA (Association des Fournisseurs d’Accès à Internet)
French association of Internet access providers.

ANFr (Agence Nationale des Fréquences) 

Agency responsible for managing the RF spectrum, sharing frequencies between the different bodies and administrations with allocations in France (ART, CSA, defence minister etc.), dealing with interference and participating in international negotiations on frequencies. 

Asymmetric regulation 

Regulation which imposes specific obligations on the incumbent, due to its dominant position on the market, e.g. special interconnection obligations, retail tariff control, and universal service duties.
ATM (Asynchronous Transfer Mode)

A packet-switching technique using the cell relay method of transmission, i.e. fixed-size cells, to provide high-speed data transport.  ATM enhances line capacity, making it particularly well-adapted to high-speed multiservice networks. By improving core network performance and optimising network resources, it supports high traffic flow, while maintaining high service quality. 

Audiotel 

Service provided by France Télécom, which can generally be accessed by dialling a number beginning with “ 08 36 ”.  This enables users to access information, games, etc., via an audiotex-type voice server, which guides the caller with pre-recorded messages. 

Call back

The user dials a number in the country which operates “ call back ”.  There is no call set-up so no charge.  An automatic device calls the number back and sets up the call on an international line.  The user then dials the number of his correspondent.  The call is billed at the tariff charged by the chosen foreign operator.  This system thus enables users to enjoy the tariffs charged in the country called. 

Carrier (or long distance operator) 

Telecommunications company which carries national long distance and /or international calls.

Carrier selection 

Possibility for customers to choose between several carriers. Carrier selection only concerns long distance and international calls. 

CCR (Commission Consultative des Radiocommunications) and CCRST (Commission Consultative des Réseaux et Services de Télécommunications)  

The radiocommunications consultative committee and the telecommunications networks and services consultative committee are advisory committees created by the Telecommunications Act of 26 July 1996. They report to the telecommunications minister and to the ART chairman.

CEPT  (European Conference of Postal and Telecommunications Administrations)
Regional regulatory telecommunications organisation of which most European countries are members.  It partakes in regulatory and technical co-operation (particularly on frequencies).

Co-location
In France Télécom’s standard interconnection offer, physical interconnection is possible using three different techniques: 

· co-location: the operator installs its equipment on France Télécom’s premises 

· interconnection link:  France Télécom installs its equipment on the operator’s premises.

· in-span interconnection : the intermediary between these two systems: the point of interconnection is located on the public domain.
Conformity certification 

Terminal equipment intended to be connected to a telecommunications network (telephone sets, faxes, modems, etc.) as well as radio transmitters (remote control units, CB devices etc.) must conform with quality and security standards before being placed on the market.  Telecoms legislation sets out assessment procedures leading to the issue by ART of conformity certificates.  Equipment which has been conformity certified carries a special sticker.

Consumer basket

Statistical market information tool, enabling, the average change in users’ bills to be measured, at constant consumption.  ART has established two consumer baskets to observe the average yearly change in telephone tariffs.

Convergence

 Refers to two different trends: 

· convergence between the broadcasting and telecommunications sectors.  Advances in technology make it possible to use different media (cable networks, terrestrial and satellite radio relay systems, computer terminals and television sets) to carry and process all kinds of information and services, whether sound, image or data. This type of convergence is due to a revolution in technology (digitisation).  It has far-reaching economic and regulatory implications.

· fixed/mobile convergence. Increasingly similar technologies are used and services provided by fixed telephone and mobile telephone systems. This type of convergence opens up prospects for operators to propose the same services to all users, regardless of the technology or networks they use. 

Core network  

The telecommunications network comprises two parts : 

- the local loop or access network, where subscriber lines are connected, and which is generally built from copper pairs, 

- the core network, consisting of the rest of the network from the local exchange, including all the exchanges and transmission links, interconnected by trunks. 

CTA (Conseil de la télématique anonyme)

French advisory committee on telematic services.

CTR (Common Technical Regulation) 

Rule governing the connection of terminal equipment to networks.  CTRs are drawn up, under the provisions of the EU directive 98/13/EC by TRAC and ETSI, at the request of ACTE, which is chaired by the European Commission.  These rules apply to all EU member states. 

CST (Conseil supérieur de la télématique)
French authority on telematic services.

CUG (Closed user group) 

The posts and telecommunications code defines a private network as a network which is shared or used for a private purpose. It “ is for private use, if use is reserved for the physical or legal person that set it up, and it is for shared use if use is reserved for several physical or legal persons which have set up one or several closed user groups, in order to exchange communications within that same group”. ART clarifed this definition by adding that “ a CUG means a group with a common interest which is sufficiently stable to be identified and which existed prior to the provision of the telecommunications service”. The term ‘closed user group’ is also used to define a virtual private network on a public network.

Data stream capacity 

This is measured in bits per second (bps).  In France, four data stream capacity units are used.  The lowest level unit corresponds to 2Mbit/s, which is capable of carrying 30 communications, using PDH (Plesiochronous Digital Hierarchy) multiplexing.  The second, third and fourth level units can carry 120, 480 and 1920 communications respectively. 

DECT (Digital Enhanced Cordless Telecommunication) 

European digital radio transmission standard for mobile or fixed telephony (wireless local loop). 

Digital link 

Link over which information is carried in a digital format.   Digital means that all the information (sound, text, image) has been encoded and transformed into a series of binary digits, as opposed to analogue, which is the direct representation of a waveform.

Direct interconnection 

Call termination service, in which an operator terminates a call to one of France Télécom’s subscribers. The call is routed by the operator to the interconnection point;  it is then carried by France Télécom over its network from the point of interconnection to the subscriber’s customer premises equipment. 

Dual trunk exchange interconnection 

Service listed in France Télécom’s standard interconnection offer, enabling an operator which is interconnected to a trunk exchange to reach subscribers in another trunk exchange area, anywhere in France.  It thus enables all subscribers in France to be reached. 

Economic regulation

The regulatory authority has to ensure that competition is effective, fair and sustainable.  It does this by using precise knowledge of market developments, and the legal instruments at its disposal (e.g. dispute settlement, approval of technical and financial interconnection conditions, penalties, in-depth evaluation of operators’ costs).

ECTRA (European Committee of Telecommunications Regulatory Affairs) 

CEPT committee responsible for regulatory affairs.  Its permanent office is the European Telecommunications Office (ETO). 

ERC (European Radiocommunications Committee) 

One of the three committees that form the European Conference of Postal and Telecommunications Administrations (CEPT), responsible for regulatory co-operation on radiocommunications issues.  Its permanent office is the European Radiocommunications Office (ERO). 

ERMES (European Radio Messaging System) 

European radio paging standard.

ETNO (European Public Telecommunications Network Operators’ Association)

European association of public network operators, set up to enable co-operation between operators. 

ETSI (European Telecommunications Standards Institute) 

Body set up by the European Commission to perform telecommunications standardisation work for the CEPT.

Exchange 

An assembly of switching devices used to route calls to their destination by establishing temporary connections between two telecommunications network circuits, or by routing data packets.  France Télécom’s network comprises a a four-tier system of exchanges. The higher the exchange in this system, the greater the number of subscribers it serves. 

Extranet 

A private network that uses Internet protocols to enable businesses or organisations to exchange information with their main correspondents (subsidiaries, customers, suppliers, etc.).  Hypertext Markup Language (HTML) makes the presentation of data user-friendly, enabling the browsing of pages, as on a web site. 

Freephone number 

Generally called a “ numéro vert ” (green number) by France Télécom. These numbers are free for the caller.  They are paid for by the people, companies and organisations which have requested their assignment to enable themselves to be reached free of charge.  Freephone numbers begin with 0800.

GCT (Groupe Consultatif Terminaux) 

Working group comprising the various parties interested in telecommunications terminal equipment, such as operators, manufacturing unions, test laboratories and users. The group is responsible for drafting national technical regulations, which are used for terminal equipment conformity assessment. ART is the group facilitator.

GPRS (General Packet Radio Services) 

Packet switching system enabling enhanced data rate over GSM networks (see “ switching ”).

GSM (Global System for Mobile Communications)
Radio transmission standard for mobile telephony. 

GTR (Groupe de Travail sur les Radiocommunications professionnelles)

Working group on business radiocommunications, set up within the radiocommunications consultative committee.

HSCSD (High Speed Circuit Switched Data) 

Circuit switching system enabling enhanced data rate over GSM networks (see“ switching”).

Indirect interconnection 

Call collection service, in which an operator collects a call from one of France Télécom’s subscribers.  The subscriber dials a prefix to select the operator.  The call is carried by France Télécom from the subscriber’s customer premises equipment to the point of interconnection, and from this point by the new selected operator.

Integrated Services Digital Network (ISDN) 

Digital telecommunications network, capable of carrying image, sound and text data simultaneously.

Interconnection 

The linking of telecommunications networks in order to allow one operators’ subscribers to communicate with another operators’ subscribers.

Interconnection agreement 

Private contract negotiated and signed by two operators, on a case-by-case basis, to determine their interconnection conditions.  Generally, when an agreement is concluded with the incumbent, it is based on this operator’s standard interconnection offer.  If the service is not listed in that offer, new interconnection conditions are laid down. 

Interconnection interface 

All the technical specifications necessary to practically implement interconnection by establishing a dialogue between networks, which defines the physical interconnection arrangements, services and advanced functions accessible between the networks concerned, the control mechanism for these services and their billing and operating arrangements. 

In-span interconnection
See “ co-location ”

International Settlement Rate

Amount paid by one operator to another as part of the international accounting rates system. 

Internet 

A network of networks interconnected by the Internet Protocol, over which a wide range of services can be provided.

Internet Protocol 

Telecommunications protocol used on networks which support Internet, enabling the transmission of data packets, from one end system to another based on address information carried in the message.  The Transmission Control Protocol, is used to with IP to guarantee reliable stream transport, by providing acknowledgements between the source and destination, hence reference is often made to the two protocols together (TCP / IP).

Interoperability

Service interoperability is the possibility for different services to operate on different networks.  The technical specifications at the interconnection interface determine, in part, service interoperability between different operators.

Intranet
A corporate network using Internet Protocol, reserved for internal data exchange. Hypertext Markup Language (HTML) makes the presentation of data user-friendly, enabling the browsing of pages, as on a web site. 

IRG (Independent Regulators’ Group)
Informal body comprising the regulatory authorities of the European Union and European Economic Area. 

ISP (Internet Service Provider)

ITU (International Telecommunication Union) 

United Nations specialised intergovenmental agency responsible for the regulation, standardisation and development of telecommunications of all kinds. 

Leased line 

From a technical viewpoint, this is a permanent link (as opposed to a switched link, which is temporary), comprising one or several parts of a public network, which is reserved exclusively for a user. From a legal viewpoint, a leased line, which is also called a dedicated line, is defined in the posts and telecommunications code as: “ a contract signed between the public operator and a user for the provision of transmission capacity between given termination points of the public network.  The user has no control over switching”. This type of service is used by businesses for their corporate network, and also by telecommunications service providers which do not have their own infrastructure or wish to increase their capacity. 

Least cost routing 

Optimal routing using a system enabling the least expensive links to be chosen systematically, depending on the destination and time of the call. 

LEO (Low Earth Orbit)

Licence  

The Telecommunications Act of 26 July 1996 states that there are no restrictions on telecommunications activities.  However, it stipulates that some of these activities require a licence, e.g. a licence must be obtained from the teleccommunications minister, after applying to ART, to set up and operate a public network and to provide a public telephone service. 

Line interface module 

A module of the local exchange which converts analogue signals into digital format.

LMDS (Local Multipoint Distribution Service) 

Technology supporting high speed transmission, which uses microwave signals to transmit voice, video and data, thus giving access to the telephone service, Internet and television programmes.  This type of transmission is particularly well-adapted to scarcely populated areas which do not have cable coverage.  However, its development is hindered at present by technical barriers such as signal attenuation, caused on the one hand by the weather (rain), and on the other hand by shadow areas (buildings, leafy trees, hills) which interfere with radio wave propagation. 
Local exchange interconnection service 

Service listed in France Télécom’s standard interconnection offer, enabling an operator to interconnect at France Télécom’s local exchange.  It enables 30 000 lines to be reached. 

Local call service area

The local loop operator carries calls within this area, regardless of the numbering sequence dialled by the caller. Calls outside this area are conveyed by the carrier chosen by the caller.  In France, the local service area generally corresponds to the administrative area called the départment. 

Local exchange
Exchange to which subscribers are connected, by a line interface module.  In France Télécom’s tier system, this is the lowest ranking exchange on the network. The higher level exchanges are called trunk exchanges. 
Local loop 

The wire or radio connections between the customers premises and the local exchange.  The local loop is the part of a network which gives the operator direct access to the customer. 

Local loop unbundling 

Generally France Télécom’s interconnection service comprises two service components:

-switching

-the carriage of calls from and to subscribers

Local loop unbunding means separating these two services to enable new operators to obtain direct access to France Télécom’s access network.   By leasing lines from France Télécom they can then get direct access to subscribers. 

Local operator (or local loop operator) 

Telecommunications company which has installed subscriber lines.

Local exchange area

On France Télécom’s network, the exchange area is the area in which subscribers are served by an (or several) exchange(s) of a given level.  For local exchanges (lowest level) the area is  called the local exchange area, and for trunk exchanges it is called the trunk exchange area. 

Long-run average incremental costing 

The Act stipulates that interconnection tariffs must be set according to the actual costs incurred by the operator that provides the interconnection service.  Two methods can be used to determine these costs:  the first consists in using the operator’s historic network costs;  the second consists in evaluating the cost of building a new network at current and future prices, which are lower than historic costs because of progress in technology. 

Long-run average incremental costing aims to reconcile these two methods by comparing two evaluations:

- one, based on the operator’s accounts,

- another based on a technical and economic model of network roll-out and operations.

Combining these two enables a better understanding of the various types of network costs and how they relate to the various interconnection services.

Main distribution frame 

Apparatus in the local exchange where the copper cables terminate.  It enables the distribution of several subscriber lines over a single cable. 

Mobile communications service provider
Company selling and managing mobile telephony subscriptions, on behalf of an operator. 

Mobile radio network 

Network using radio frequencies to connect mobiles to the fixed or mobile network. 

MRC (Milestone Review Committee)
Advisory group set up jointly by ECTRA and the ERC within the CEPT, in order to ensure that the various regulatory systems fulfill their requirements. 

Network

Ensemble of telecommunications resources, e.g. exchanges, wire links (copper cable, optical fibre) and terrestrial or satellite radio transmission links.

Non-geographic number 

Number beginning with 08, among which the services can be distinguished by type e.g. general mobile services, virtual private network services, and by tariffing, e.g. freephone services, shared cost services and shared revenue services.

Number portability

Possibility for subscribers to retain their telephone number when changing local loop operator (service accessible since 1st January 1998 if the subscriber does not change address) or when changing geographic location or local loop operator, or both (service accessible from 1st January 2001).

ONP (Open Network Provision)
Rules enabling the incumbent’s network to be used by new operators, as network ownership is separated from its commercial operation.  The European “ ONP ” directives aim to harmonise so that ONP conditions can be applied to all telecommunications services.  The harmonised conditions guarantee open and efficient access to telecommunications networks. 
Operator with significant market power 

The Telecommunications Act requires ART to draw up annually a list of operators with significant market power (meaning which have significant power on a relevant telecommunications market).  They are obliged to publish a standard interconnection offer.  Any operator which has over 25% market share of a relevant telecommunications market concerned by the provisions of l’article L. 34-8 (II)
 is deemed to have significant market power. When drawing up this list, ART also takes into account the operator’s turnover in relation to the size of the market, and its control of access to the end user. 

PDH  (Plesiochronous Digital Hierarchy) 

A nearly-synchronous digital transmission method that multiplexes different streams of data into a higher order stream of data, and allocates each a distinctive time slot.

PMR (Private Mobile Radio) 

Mobile radio networks for business users.  In France the distinction is drawn between:

· 3RPC: trunked public access commercial mobile radio networks;

· RPN: digital trunked private mobile radio networks, using Tetra or Tetrapol technology; 

· 2RC: trunked private mobile radio networks for commercial purposes;

· 3R2P: trunked private mobile radio networks for private purposes;

· RPX: local trunked networks (new category of networks).

PoP (Point de Presence)

Interconnection point located on the new entrant’s premises.

POI  (Point of interconnection)

Interconnection point located on the incumbent’s premises.

Private network 

See closed user group.

Public network 

Telecommunications network established or used for the provision of public telecommunications services.

Public telephone service 

Service defined by law as “ commercial provision to the public of a service consisting in the conveyance of direct, real-time voice telephony between public switched telephone networks for fixed and mobile users. 

Radio interface 

System enabling a mobile terminal to communicate with the network.  Numerous discussions were held within ETSI in 1997 on the standardisation of a radio interface for UMTS. On 29 January 1998 the SMG committee adopted the UMTS Terrestrial Radio Access standard (UTRA).  (Terrestrial as opposed to satellite).  The standard is a compromise between two originally competitive components:  WCDMA and TD/CDMA. UTRA was adopted by the ITU in March 1999 as a radio interface standard for IMT 2000.

Radio paging 

Mobile communications system enabling users equipped with pagers to receive call alert signals (bleeps) and messages composed of numbers (numeric) or combinations of numbers and letters (alphanumeric).  The three leading commercial radio paging brands in France are Tam-Tam, Tatoo and Kobby.

Radio relay link 

Terrestrial radio link between fixed points.

Regulation 

In the telecommunications sector, regulation may be defined as the enforcement, by the competent authority, of all the legal, economic and technical provisions enabling telecommunications activities to be carried out freely, as stipulated by law.  Telecommunications regulation is essentially economic regulation, which is not for the case in the broadcasting sector, where content is also regulated in accordance with cultural objectives. 

RLAN (Radio Local Area Network)
Satellite network

Network using radio frequencies relayed by satellite.

Single trunk exchange interconnection  

Service listed in France Télécom’s interconnection offer.  It enables an operator interconnected at a trunk exchange to reach the subscribers served in that trunk’s exchange area, which usually means approximately 2 million lines. 

Shared cost service 

Service in which the cost is divided between the calling and called parties.

Shared revenue service 

Service in which the called party receives a payment from the telecommunications service provider.

Signalling 

On a telecommunications network, signalling supports the exchange of the internal network data needed for call routing.  It can be compared with the roadsigns on a road network. It includes the information required to identify the user for billing or calling line identification. When carried out by the network that carries the calls to subscribers, it is integrated in the exchange.  It can also be performed by a separate network, called the semaphore network. 

SMG (Special Mobile Group) 

ETSI committee responsible for mobile communications work.

SNG (Satellite News Gathering)

S-PCS  Satellite Personal Communication Services

SPIROU (Signalisation Pour l’Interconnexion des Réseaux Ouverts) 

New signalling interface developed by the French interconnection committee at ART’s initiative, in order to adapt the French network to the ETSI European standard, ISUP.  This interface comprises the specifications governing the signalling of basic telephone call commands, advanced services and functions, interworking functions with user access signalling and intelligent network protocols.
Standard interconnection offer 

Technical interconnection offer and prices that operators designated as having significant market power, pursuant to article L. 36-7 of the posts and telecommunications code, are required to publish, annually, to enable other operators to establish their own commercial offers and prices.  The standard offer also sets out the conditions governing physical interconnection between the incumbent and other operators. 

Switching 

On a telecommunications network, switching means routing traffic by setting up temporary connections between two or more network points.  This is done by equipment situated at different locations on the network, called exchanges. The basic structure of a telecommunications network therefore comprises transmission media, interconnected by exchanges.  “Packet ” and “ circuit ” switching are two techniques used by telecommunications networks.  The first is used by IP networks, and the second by traditional networks (PSTN). 

TBR  (Technical Basis for Regulation)
Harmonised standard established by ETSI.  TBRs are used as the basis of technical regulations, which lay down the essential requirements with which terminal equipment must comply. 

Telecommunications

Transmission or reception of signs, signals, text, image, sound or other information, by wire, optical fibre, radio or other electromagnetic means. 

Télétel 

Database consultation service offered by France Télécom using Minitel teletex terminals. 

Terminal equipment 

Equipment intended to be connected directly or indirectly to the termination point of a network in order to send, process or receive information. e.g. telephone, fax, modem, etc.

Third party billing 

Service enabling new operators to entrust the incumbent with billing for the services offered to their customers via interconnection.  In the case of special services, third party billing cannot be used for services which are free for the caller, but only for those which are charged. As the market develops, this service is essential for effective competition. 

Third party collection

Interconnection service, which enables a network operator to collect traffic from the incumbent’s network on behalf of another operator which does not have infrastructure in the geographic area concerned.  This service is particularly used by L.34-1 licensed telephone service providers, which wish to provide their service over an extensive area, without rolling out a network. 
TRAC (Technical Regulations Applications Committee)
CEPT committee traditionally set up to draft common technical regulations (CTRs) for terminal equipment.

Transmission
On a telecommunications network, transmission is the carriage of information from one network point to another.  The medium used may be copper cables, optical fibres or radio relays. 
Trunk exchange

See local exchange.

Universal service 

Principle component of the public telecommunications service, defined by law.  Its includes the provision of a telephone service to all at an affordable price, the carriage of emergency calls free of charge, the provision of an information service and a directory in printed and electronic form, and the supply of public phone booths on the public domain. It also sets out special technical conditions and prices for disabled and low-income users. 

UMTS  (Universal Mobile Telecommunications System) 

European third-generation mobile telecommunications system, designed to support a wide range of services. At ITU level these systems are called IMT 2000.

Virtual Private Network
Network facility provided over one or several public networks for a closed user group. It responds to a need for both internal communication (within the user group), and external communication (to public network users). For businesses whose sites are spread over a wide area, the virtual private network can function like a private network, with its own private numbering plan.  In this case it is an attractive alternative, as it saves the business from investing in a costly private automatic branch exchange (PABX). 

Voice telephony

The ONP “voice telephony” directive of 26 February 1998 defines voice telephony as “ a service available to the public for the commercial provision of direct transport of real-time speech via the public switched network or networks, such that any user can use equipment connected to a network termination point at a fixed location to communicate with another user of equipment connected to another termination point. ” The term “voice telephony” is used in Community directives to designate the traditional Plain Old Telephone Service. 

VSAT (Very Small Aperture Terminal) 

Satellite telecommunications services using a narrow part satellite capacity and a very small transmitter-receiver for low or medium speed data transmission. 

Wireless local loop

Local loop network where the traditional copper wires are replaced with wireless network technology, giving greater flexibility in infrastructure deployment. 

Wireline network 
Network using metal cables or optical fibres as a transmission medium. 
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� Il s’agit notamment du chiffre d’affaires généré par le trafic longue distance au départ des cabines téléphoniques ; il est considéré comme en concurrence car il est utilisé par des porteurs de cartes. La différence de prix avec le trafic longue distance au départ d’un poste d’abonné explique qu’il est comptabilisé à part.


� La différence entre la croissance de ce marché en valeur (+12,3%) et sa croissance en volume (+10,6%) s’explique non pas par une hausse des prix (cf. § suivant) mais par deux éléments : en premier lieu la part du marché des mobiles, qui correspond à des prix à la minute plus élevés que le téléphone fixe, tend à s’accroître dans le total du marché de détail ; en second lieu le marché des liaisons louées et de la transmission de donnée, qui est en forte croissance, est comptabilisé dans la croissance totale du marché en valeur ; en revanche il ne donne pas lieu à une comptabilisation en minutes et n’apparaît donc pas dans le total de la croissance du marché en volume. Les deux chiffres ne sont donc pas assis sur la même base.


� Source : Mobile market information, published by ART.


� Cf. article L. 32 of the posts and telecommunications code.


� Cf. part two, chapter 1.


� In this case, the term “ platform ” refers to a switch.


� digit 2 to Siris,  digit 4  to Tele2, digit 5 to Omnicom, digit 6 to Esprit Telecom, digit 7 to Cégétel, digit 8 to France Télécom, digit 9 to 9Telecom.


� cf. below, part one, chapter 3.


� This means the calling cards are effectively being used.  They are not telephone cards, but chargecards generally offered by retailers.


� This means the point of “ interconnection ” between the networks which supports Internet.  This point enables access to the worldwide network.


� Article L. 32 (7°) of the posts and telecommunications code.


� Directive 90/388/EEC of the Commission of 28 June 1990 on competition in the markets for telecommunications services, published in the official journal L 192/10 of 24 July 1990.





� Directive 98/10/EC of the European Parliament and of the Council of 26 February 1998 on the application of open network provision (ONP) to voice telephony and the establishment of a universal telecommunications service in a competitive environment, art. 2,e, published in the OJEC L 101/24 of 1st April 1998.





� pursuant to article L. 35-5 of the posts and telecommunications code, as well as article 7 of France Télécom’s licence terms, the mandatory services are one of the three components of the public telecommunications service.


� This is the function of the switch, which is to to establish temporary connections or circuits, each of which is reserved for one call  (in traditional circuit switching, cf. part two, chapter 3).


� Article R. 9 of the posts and telecommunications code.


� Under article L. 36-7 of the posts and telecommunications code and article 17 of the public operator’s licence terms. Cf. part two, chapter 6.


� Hypertext markup language supports browsing, enabling users to move from one rubric to another by simply clicking the mouse.


� Directive 97/13/EC of the European Parliament and of the Council of 10 April 1997 on a common framework for general authorizations and individual licences in the field of telecommunication services, published in the OJEC L 117/15 of 7 May 1997.


� Decree n° 99-25 of 13 January 1999 on the processing of applications for licences to set up and operate public telecommunications networks to provide the public telephone service, published in the Official Journal dated 15 January 1999, p. 738.


� Not including mobile operators


� DECT: Digital Enhanced Cordless Telecommunications


� GSM: Global System for Mobile communication.


� Packet and circuit switching are two techniques used in telecommunications networks.  The former is used by Internet networks and the second by the traditional switched telephone network.


� UMTS : Universal Mobile Telecommunications System.


� Decision n°128/1999/EC of the European Parliament and of the Council of 14 December 1998 on the co-ordinated introduction of a third-generation mobile and wireless communications system (UMTS), OJEC L. 17 of 22 January 1999, p. 1.


� SMG : Special Mobile Group, ETSI group responsible for standardisation of mobile systems.


�  The paired bands are 1920 - 1980 MHz / 2110 - 2170 MHz. Unpaired bands are 1900 - 1920 MHz and 2010 - 2025 MHz.


� ETSI : European Telecommunications Standards Institute


� CEPT :European Conference of Postal and Telecommunications Administrations


� Decision n° 98-242 dated 8 April 1998 on the conditions governing the assignment of radio frequencies in bands 3.4 –3.6 GHz and 27.5-29.5 GHz for pilot trials of wireless local loop point to multipoint systems, published in the official journal of 29 April 1998, p. 6545. Amendment, published in the official journal on 4 July 1998, p.10266.


� Decision n° 98-1010 dated 4 December 1998 on the extension of the duration of trials of wireless local loop point to multipoint systems in bands 3 .4-3.6 Ghz and 27.5-29.5 Ghz, published in the official journal of J.O. 9 January 1999, p. 473.


� decisions to authorise, modify or withdraw licences for private networks


� For PMR networks, the French acronyms mean the following:


3RP = trunked private mobile radio networks;


3RPC = trunked public access commercial mobile radio networks;


RPN = digital trunked private mobile radio networks;


LOC = service de radiolocalisation terrestre (cf. rapport public d’activité pour 1997) ;


GU = PMR networks for large volume users with exclusive frequencies and special price deal;


2RC = trunked private mobile radio networks for commercial purposes;


3R2P = trunked private mobile radio networks for private purposes;


� not including the 42000 PMR networks licensed by authorisations on spectrum usage, for which the State collects about FF250 million per annum ;


� Decision n° 98-283 dated 30 April 1998 laying down the technical and general operating conditions for use of fixed service point to point transmission links in the 24.5-26.5 GHz frequency band, approved by the ministerial order of 7 July 1998, published in the official journal of 11 July 1998, p.10761.


� Decision n° 98-377 of 3 June 1998 authorising Régiocom to set up and operate a trunked private mobile radio network to provide digital trunked mobile radio services for business users throughout mainland France, published in the official journal of  2 August 1998, p. 11900.


� Decision n°98-1022 of 10 December 1998 assigning spectrum resources to Régiocom SA for its private trunked radio network for shared use throughout mainland France, with the exception of the Poitou-Charentes area, published in the official journal of 12 February 1999 p. 2277.


� ART decision n° 98-909 of 17 November 1998 laying down the rules for setting up and operating private radio networks to provide the land mobile service, approved by the ministerial order of 24 December 1998, published in the official journal of 12 February 1999, p. 2275.


� These are analogue mobile telephone services that were introduced by France Télécom (Radiocom 2000) and SFR ‘analogue SFR) on the market before the arrival of GSM systems.


� article L. 33-3 (5°) of the CPT.


� ART decision n° 97-137 of 21 May 1997 setting out the usage conditions for short range business radio frequencies, published in the official journal of  9 September 1997 (p. 13162) after approval, by order of the telecommunications minister on 2 September 1997.


� cf. above § on private radio networks for the fixed service.


� Decision n° 98-117 of 18 February 1998 assigning national frequencies to run on-site radio paging networks, published in the official journal of 28 March 1998, p. 4803.


Decision n° 98-118 of 28 February 1998 setting the usage conditions for on-site radio paging systems, approved by the ministerial order of 7 July 1998, published in the official journal of 11 July 1998, p. 10760.


� Decision n° 98-864 of 21 October 1998 assigning national frequencies for low range devices in the 868-870 MHz frequency band, published in the official journal of 6 December 1998, p. 18415.


Decision n° 98-880 of 21 October 1998 assigning national frequencies for low range devices intended for use with video links and operating in the 2454-2483.5 MHz frequency band, published in the official journal of 3 December 1998, p. 18237.


� Decision n° 98-865 of 21 October 1998 laying down the usage conditions for low range devices in the 868-870 Mhz frequency band, approved by the ministerial order of 7 December 1998, published in the official journal of 13 December 1998, p. 18791.


Decision n° 98-881 of 21 October 1998 laying down the usage conditions for low range devices intended for use as video links and operating in the 2454-2483.5 Mhz frequency band, approved by the ministerial order of 7 December 1998, published in the official journal of 13 December 1998, p.18792.


�Decision n° 97-453 of 17 December 1997 setting out the requirements for using amateur radio systems and for issuing amateur radio certificates and call signs, published in the official journal of 26 May 1998, p. 8008.


Decision n° 97-454 of 17 December 1997 on the examination syllabus for amateur radio operator certificates, published in the official journal of 26 May 1998, p. 8012.


�Decision n° 98-883 of 21 October 1998 laying down the requirements for using facilities for radio controlled models for leisure purposes, approved by the ministerial order of 6 January 1999, published in the official journal of 11 and 12 January 1999, p. 583.


� Decision n° 98-882 of 21 October 1998 allocating frequencies to radio facilities supporting remote-controlled models for leisure purposes, published in the official journal of 21 November 1998, p. 17612.


� Approximately 120 days of international meetings in 1998.


�  Decree n°98-44 of 19 January 1998 amending the decree of 3 February 1993 on fees to cover the use and management of radio frequencies, to be paid by holders of licences issued under articles L. 33-1 and L. 33-2 of the posts and telecommunications code, published in the French Official Journal of 21 January 1998, p. 939.


�  Order of 19 January 1998 on the fees payable by France Télécom for the management and use of radio frequencies, published in the French Official Journal of 21 January 1998, p. 962.


� Participation amounting to approximately 370 half-day meetings in 1998.


� Decision n° 98-170 of 18 March 1998 allocating short numbers with the 30PQ and 31PQ formats to freephone services and short numbers with the 32PQ format to various services, published in the French Official Journal of  21 April 1998, p. 6129.


� Decision n° 98-310 of 6 May 1998 allocating the 0805PQMCDU block to the freephone telephone service and annuling ART decision n° 98-168, published in the French Official Journal of 23 June 1998, p. 9529.


� Decision n° 98-1046 of 23 December 1998 on changes to the numbering plan for non-geographic numbers with the 08ABPQMCDU format, published in the French Official Journal of 4 February 1999, p. 1821.


� Decision n° 98-1047 of 23 December 1998 allocating access codes to virtual private network services and relating to the format of VPN calls, published in the French Official Journal of 4 February 1999, p. 1823.


� Decisions n° 98-971 of 27 November 1998 and n° 98-1054 of  23 December 1998 amending Decision n°98-75 of 3 February 1998 approving the national numbering plan management rules, published respectively in the French Official Journal of 12 January 1999, p. 583 and 4 February 1999, p. 1824.


�  These numbers have been assigned or reserved.


� Decision n° 97�196 dated 16 July 1997 on the arrangements for assigning carrier selection codes, published in the French Official Journal of 2 August 1997, p. 11518, after approval, on 30 July 1997, by order of the telecommunications minister.


� Freephone numbers are free of charge for the caller.


� In shared cost numbers, the cost is divided between the called and calling parties. 


� In shared cost numbers, the called party is reimbursed by the telecommunications service provider.


� Numbers in these sequences begin with 0 801, 0 802, 0 803, 0 804 and partially 0 836.


�  Decision n°98-1046 of 23 December 1998 on changes in the numbering plan for non-geographic numbers with the 08ABPQMCDU format, published in the French Official Journal of 4 February 1999, p. 1821.


� These numbers begin with 080.


� Shared cost and shared revenue services.


� article L. 34-8 of the posts and telecommunications code.


� article D. 99-11 of the posts and telecommunications code.


� article D. 99-6 of the posts and telecommunications code.


� article L. 34-8 of the posts and telecommunications code.


� article L. 36-8 of the posts and telecommunications code.


� cf. ART’s annual report 1997, p. 78.


� article L. 36-7 (7°) of the posts and telecommunications code.


� Decision n°98-982 of 27 November 1998 establishing the 1999 list of operators with significant market power on a relevant telecommunications market, published in the official journal of 12 March 1999, p. 3700.


� under article D. 99�11 of the posts and telecommunications code.


� Decision n° 98-1043 of 18 December 1998 approving France Télécom’s standard technical offer and prices, published in the official journal of 9 January 1999, p. 473.


� Article D. 99-16 of the posts and telecommunications code, set out in the interconnection decree of 3 March 1997.


� This is listed as an option for L.33-1 operators in France Télécom’s standard interconnection offer.


�Decision n° 98-902 of 30 October 1998 completing the list of ancillary and advanced services and functions in the standard interconnection offer of operators subject to articles D. 99-11 to D 99-22 of the posts and telecommunications code, published in the official journal of 14 March 1999 p. 3832


� Art. D 99-9 of the posts and telecommunications code.


� This is the telematic market (audiotex and teletex services), which is regulated by two bodies: the telematic services authority (CST) and the independent telematic services committee (CTA). Essentially, they deal with ethical issues.  The mandate given to these bodies, which were set up in a monopoly environment, needs to change to adapt it to the arrival of competition and the multitude of commercial offerings of special services They mainly rule on ethical issues.  The mandate of these bodies, which were set up in a monopoly environment, must change with the arrival of competition and the proliferation of commercial offerings of special services. 


� Data stream capacity is measured in bits per second (bps).  In France, four data stream capacity units are used.  The lowest level unit corresponds to 2Mbit/s, which is capable of carrying 30 communications, using PDH (Plesiochronous Digital Hierarchy) multiplexing.  The second, third and fourth level units can carry 120, 480 and 1920 communications respectively.


� In a telecommunications network, signalling supports the exchange of network data required for call routing.  It can be compared, on a highway, to the roadway signs. It may be used to identify the caller for billing purposes or for calling line identification. This function may be carried out directly by the network which carries the call, in which case it is integrated in the exchange. Or it may also be carried out by a separate layer, called the semaphore network. 


� On a technical level, proprietary solutions are developed by a manufacturer without involving other manufacturers, as opposed to standardised systems, which result from concerted action between players. 


� Art. D. 99-8 of the posts and telecommunications code, in the wording of the interconnection decree of 3 March 1997, published in the official journal of 4 March 1997, p. 3439.


� Art. D. 99-19 of the posts and telecommunications code. This method uses relevant forecast average historic costs.


�Decision n° 98-901 dated 28 October 1998 laying down the list of costs and the associated rules of relevance for operators subject to unnpublished articles D. 99-11 to D.99-22 of the posts and telecommunications code.


�Decision n° 98-684 dated 23 September 1998 setting the rate of return on capital for the evaluation of France Télécom’s interconnection tariffs for 1999, published in the official journal of 9 January 1999, p. 472.


� Art. L. 34-8 of the posts and telecommunications code.


� The purchasing power parity method determines an exchange rate which reflects the ratios of the domestic purchasing power of the national currencies considered.  It is used for comparing prices in different countries.


� Article R 20-3 of the CPT, as worded in Decree n° 98-266 of 2 April 1998 on the conformity assessment of telecommunications terminal equipment and attachment requirements, which amends the posts and telecommunications code, published in the Official Journal of 8 April 1998, p. 5466.


� Cf. second part, chapter 1,  “ private networks and radio facilities”.


� Directive 98/13/EC of the European Parliament and of the Council of 12 February 1998 relating to telecommunications terminal equipment and satellite earth station equipment including the mutual recognition of their conformity, OJEC L 74 of 12 March 1998, p. 1. This directive consolidates the provisions of Council Directive 91/263/EEC of 29 April 1991 on the approximation of the laws of the Member States concerning telecommunications terminal equipment, including the mutual recognition of their conformity and Council Directive 93/97/EEC of 29 October 1993, supplementing Directive 91/263/EEC in respect of satellite earth station equipment.


� Information on the conformity certificates issued by ART is given in annex 5 of this report.


� Directive 1999/5/EC of the European Parliament and of the Council of 9 March 1999 on radio equipment and telecommunications terminal equipment and the mutual recognition of their conformity, published in the OJEC. L 91 of 7 April 1999, p. 10.


� Source: “ La 24000 multimédia ” by Médiamétrie, 1998.


� The other two telecommunications public service components set out in the Act of 26 July 1996 are services that are mandatory throughout the territory (access to the integrated services digital network (ISDN), leased lines, packet switched data, enhanced voice telephony and telex services) and public  interests missions in the field of telecommunications (defence, security, public research and higher education).


� Cf. paragraph III.A.1 of this chapter.


� Cf. Decree n°99-162 of 8 March 1999 on the universal telecommunications service and amending articles R. 20-34 and R. 20-40 of the posts and telecommunications code and article R. 251-28 of the social security code, published in the official journal of 9 March 1999, p. 3512.


� This is the net cost, as it is evaluated by taking into account both the costs and the revenue.


� Decree n°97-475 of 13 May 1997 on universal service funding, which implements article L. 35-3 of the posts and telecommunications code, published in the official journal of 14 May 1997, p. 7248.


� Article R. 20-33 of the posts and telecommunications code.


� Articles L. 35-3 and L. 36-7 (4°) of the posts and telecommunications code.


� The local distribution frame is the system which distributes the copper wires comprising subscriber lines between the cables connected to the subscriber switch.  Its function is to regroup several individual lines in the same cable. 


� Decision n° 97-186 of 25 June 1997 on the assessment and forecast of the universal service cost and operators’ contributions for 1997, published in the official journal of 5 Augustt 1997, p. 11652.


    Decision n°97-272 of 22 September 1997 proposing forecast assessments of the cost of the universal service and operators’ contributions for 1998 and laying down the rules governing the implementation of assessment methods, published in the official journal of 23 November 1997, p. 16992.


    Decision n°98-907 of 13 November 1998 forecasting the cost of the universal service and operators’ contributions for 1999 and laying down the assessment rules, published in the official journal of January 1999, p. 222.


    Decision n°98-952 of 18 November 1998 setting out the final assessment of the cost of the universal service and operators’ contributions for 1997, published in the official journal of 30 December 1998, p. 20012.





� The forecast cost of the univeral service for 1999 is calculated taking into account the increase in the price of France Télécom’s subscription from 1st March 1999. The forecast FF2 027 million for the price component corresponds to the assessment before this increase.


�  Order of 19 November 1997 recording the forecast universal service cost for 1998, published in the official journal of 23 November 1997, p. 16982.


� Cf. above.


� Study on costing and financing universal service obligations in a competitive telecommunications environment in the European Union, undertaken by the consultant, WIK (Wissenschaftliches  Institut für Kommunikationsdienste), on behalf of the DG XIII of the European Commission, final report October 1997.


� Order of 23 December 1998 recording the forecast value of the universal service cost for 1999, published in the official journal of 5 January 1999, p. 203.


� Cf. above.


� This figure was obtained by taking into account the increase in the fixed telephone subscription, which took place on 1st March 1999.


� Decision n° 98-684 of 23 September 1998, published in the official journal of 9 January 1999, p. 472, setting the rate of return on capital, used to evaluate France Télécom’s interconnection tariffs for 1999.


� Decision n° 98-938 proposing the rate of return on capital for 1999 pursuant to article R. 20-37 of the posts and telecommunications code, dated 13 November 1998, published in the official journal of 23 January 1999, p. 1264.


� Decision n° 99-120 of 9 February 1999 revising, pursuant to article R. 20-38 of the posts and telecommunications code, the value of the net cost of price obligations corresponding to the disequilibrium resulting from the current structure of telephone tariffs and the value of the charge in addition to interconnection tariffs, which are not yet published. 


� Decree n°99-162 of 8 March 1999 on the universal telecommunications service and amending articles R. 20-34 and R. 20-40 of the posts and telecommunications code and article R. 251-28 of the social security code, published in the official journal of 9 March 1999, p. 3512.


		� Directive 97/33/EC of the European Parliament and of the Council of 30 June 1997 on Interconnection in the telecommunications sector in order to guarantee the universal service and interoperability by application of the principles of open network provision (ONP), published in the OJEC L. 199 of 26 July 1997.


� Opinion n°97-4 of 31 January 1997 on the draft decree on universal service funding, published in the official journal of 28 February 1997, p. 3279.


� IDATE.


� Opinion n° 98-414 dated 10 June 1998 on France Télécom’s proposal to modify V2 local service area call charges, mentioned in the official journal of 12 August 1998, p. 12336. 


� Opinion n° 98-547 dated 2 July 1998 on France Télécom’s proposal regarding the “ light user scheme ” and “moderate user scheme ”, mentioned in the official journal of 16 September 1998, p. 14152 and opinion n° 98-1062 dated 23 December 1998 on France Télécom’s “ light user scheme ” and  “moderate user scheme ”, mentioned in the official journal of 12 March 1999, p. 3702.


�  The socially-assisted user scheme a universal service component, for people facing difficulties in economic terms or due to a disability.  Decree n°99-162 of 8 March 1999 listed the types of beneficiaries and corresponding arrangements (cf. part two, chapter 5).


� Opinion n°98-681 dated 29 July 1998 on France Télécom’s proposal to change its international call charges, mentioned in the official journal of 16 September 1998, p. 14152.


� Opinion n°98-58 dated 3 February 1998 on France Télécom’s proposal to extend the price options on Primalist, mentioned in the official journal of 16 April 1998, p. 5874, opinion n°98-363 dated 27 May 1998 on France Télécom’s pricing proposal on Primaliste Pays price options, mentioned in the official journal of 26 June 1998, p. 9767 and opinion n°98-779 dated 2 July 1998 on France Télécom’s pricing proposal regarding the temporary price option  “ Long distance Primaliste ”, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-37 dated 21 January 1998 on France Télécom’s pricing proposal regarding extending the offer of the service providing “ new number information ”, mentioned in the official journal of 12 March 1998, p. 3741.


� Opinion n°98-556 dated 8 July 1998 on France Télécom’s pricing proposal regarding the creation of “ restricted audiotel access ” and “restricted telematic access ” services and modifying the options and price of the pick-and-mix restricted access service entitled  “ Accès Sélectif Modulable ”, mentioned in the official journal of 16 September 1998, p. 14152.


�  Opinion n°98-754 dated 9 September 1998 on France Télécom’s pricing proposal regarding free subscription for the first two months for certain Class services, mentioned in the official journal of 17 January 1999, p. 927, and opinion n°98-105 dated 18 February 1998 on France Télécom’s pricing proposal regarding the remote activiation of call redirection, mentioned in the official journal of 16 April 1998, p. 5874.


� Opinion n°98-981 dated 27 November 1998 on France Télécom’s pricing proposal to extend its “ Minifact ” offer, mentioned in the official journal of 5 January 1999, p. 234.


� Opinion n°98-1055 dated 23 December 1998 on France Télécom’s pricing proposal to make the national directory enquiries service widely available (12) from subscribers fixed telephone, which enables calls to be set up directly after the enquiry, and to change the access fee to the national directory enquiries service (12) from public payphones, and to make direct connection after enquiry to the national directory enquiries service widely available from public payphones, mentioned in the official journal of 12 March 1999, p. 3702.


� Opinion n°98-339 dated 13 May 1998 on France Télécom’s pricing proposal on its trial public payphone service called “ Point service ”, mentioned in the official journal of 26 June 1998, p. 9767 and opinion n°98-698 dated 25 August 1998 on France Télécom’s pricing proposal concerning the public payphone telecom unit (UTP) and certain calls, mentioned in the official journal of 13 October 1998, p. 15505.


� Opinion n°98-297 dated 30 April 1998 on France Télécom’s pricing proposals, on the one hand regarding the monthly subscription to Professionnel, Professionnel Présence and Professionnel Numeris, and on the other hand concerning the implementation of a special international tarif for subscribers to Professionnel Présence or Professionnel Numéris, mentioned in the official journal of 26 June 1998, p. 9767, and opinion n°98-410 dated 10 June 1998 on France Télécom’s proposal concerning the implementation of a special international price from the overseas territories and departments for subscribers to Professionnel Présence and Professionnel Numéris, mentioned in the official journal of 12 August 1998, p. 12336.


� Opinion n°98-59 dated 3 February 1998 on France Télécom’s pricing proposal to integrate the Inmarsat services  A, B, M and Mini M in the basket of price options proposed in the Avantage service range, mentioned in the official journal of 16 avril 1998, p. 5874.


� Opinion n°98-164 dated 11 March 1998 on France Télécom’s pricing proposal changing the price offered on the on-line and web site version of Avantages Partenaires, mentioned in the official journal of 25 July 1998, p. 11418 and opinion n°98-258 dated 17 April 1998 on France Télécom’s pricing proposal on changes to the prices offered for the on-line and web site version of Avantage Partenaires, mentioned in the official journal of 26 June 1998, p. 9766.


� Opinion n°98-257 dated 17 April 1998 on France Télécom’s proposal to create the price option “ On-line Avantage Monétique ”, mentioned in the official journal of 26 June 1998, p. 9766.


� Opinion n°98-540 dated 2 July 1998 on France Télécom’s pricing proposals to change the on-line and web site versions of Avantage Partenaires and the prices offered for the on-line and web site version of Avantage Durée, mentioned in the official journal of 16 September 1998, p. 14152.


� Opinion n°98-699 dated 25 August 1998 on France Télécom’s proposal to change the prices for the on-line and web-site versions of  Avantage Pays, mentioned in the official journal of 13 October 1998, p. 15505.


� Opinion n°98-809 dated 25 September 1998 on France Télécom’s pricing proposal regarding the new Avantage National price option, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-04 dated 7 January 1998 on France Télécom’s pricing proposals concerning Modulance Multisites, Modulance Global, Modulance National and Modulance National Plus services, mentioned in the official journal of 12 March 1998, p. 3741.


� Opinion n°98-43 dated 21 January 1998 on France Télécom’s pricing proposal to create the offer Modulance Monde 2, mentioned in the official journal of 12 March 1998, p. 3741.


� Opinion n°98-84 dated 3 February 1998 on France Télécom’s pricing proposal to modity the price options of the Modulance Partenaires range, mentioned in the official journal of 16 April 1998, p. 5874.


� Opinion n°98-143 dated 4 March 1998 on France Télécom’s pricing proposal to change the price option of Modulance Partenaire International, mentioned in the official journal of 25 July 1998, p. 11418.


� Opinion n°98-388 dated 3 June 1998 on France Télécom’s pricing proposals concerning the creation of the price option Modulance National 3, Modulance National Plus 2 and Modulance Global 3, mentioned in the official journal of 12 August 1998, p. 12336.


� Opinion n°98-739 dated 4 September 1998 on France Télécom’s pricing proposal concerning the price option Modulance Multisite 3, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-735 dated 4 September 1998 on France Télécom’s pricing proposal to modify the price option Modulance Partenaire International, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-919 dated 6 November 1998 on France Télécom’s pricing proposal to modify the price option, Modulance International Asie, mentioned in the official journal of 5 January 1999, p. 234.


� Opinion n°98-841 dated 7 October 1998 on France Télécom’s pricing proposal relating to the creation of the Réseau Privé Virtuel Mondial service offer, mentioned in the official journal of 15 December 1998, p. 18856.


� Opinion n°98-661 dated 22 July 1998 on France Télécom’s proposal to create the price Tarif Réseau d’Entreprises (TRE), mentioned in the official journal of 16 September 1998, p. 14152.


� Opinion n°98-782 dated 16 September 1998 on France Télécom’s pricing proposals to create Tarif Réseau d’Entreprises (TRE) price options, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-38 dated 21 January 1998 on France Télécom’s pricing proposal concerning the pricing of calls to the new Télévote service, mentioned in the official journal of 12 March 1998, p. 3741.


� Opinion n°98-73 dated 3 February 1998 on France Télécom’s pricing proposal concerning “ Chéquier Créateur d’Entreprise ”, mentioned in the official journal of 16 April 1998, p. 5874.


� Opinion n°98-557 dated 8 July 1998 on France Télécom’s pricing proposal to change the price of certain Numéris subscriptions and additional services, mentioned in the official journal of 16 September 1998, p. 14152.


� Opinion n°98-753 dated 9 September 1998 on France Télécom’s pricing proposal on a Numé ris access fee promotion, mentioned in the official journal of 17 January 1999, p. 927 and opinion n°98-806 dated 25 September 1998 on France Télécom’s proposal to promote videoconferincing offers, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-787 dated 25 September 1998 on France Télécom’s pricing proposal regarding the creation of a service to deploy a Numéris network, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-824 dated 29 September 1998 on France Télcom’s pricing proposal to change the bulk sales offer for Numéris, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-696 dated 25 August 1998 on France Télécom’s pricing proposal, along with the Vidéodyn service, mentioned in the official journal of 13 October 1998, p. 15505.


� pursuant to article L. 35-5 of the posts and telecommunications code, and article 7 of France Télécom’s licence terms.


� Article R. 9 of the posts and telecommunications code.


� Under article L. 36-7 of the posts and telecommunications code and article 17 of the public operator’s licence terms.


� Directive 92/44/EEC of the Council of  5 June 1992 on leased lines.


� Articles D. 368 to D. 379 of the code.


� Opinion n°98-87 dated 11 February 1998 on France Télécom’s proposal to change the prices for public security links used by the fire and emergency services, mentioned in the official journal of 16 April 1998, p. 5874.


� Opinion n°98-697 dated 25 August 1998 on France Télécom’s pricing proposal concerning the pricing of audio-video leased lines, mentioned in the official journal of 13 October 1998, p. 15505.


� Opinion n°98-781 dated 16 September 1998 on France Télécom’s pricing proposals regarding the pricing of national leased lines and the promotional offer on leased lines, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-700 dated 25 August 1998 on France Télécom’s proposal to modify the prices for international leased lines, mentioned in the official journal of 13 October 1998, p. 15505. 


� Opinion n°98-781 dated 16 September 1998 on France Télécom’s proposals to modify the prices for national leased lines and concerning the promotional offer on leased lines, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-223 dated 2 April 1998 on France Télécom’s pricing proposal relating to the creation of Transfix 155 Mbit/s offer, mentioned in the official journal of 26 June 1998, p. 9766. 


� Opinion n° 98-251 dated 10 April 1998 on France Télécom’s proposals to make widely available Service Multisite Hauts Débits, and Service Multisite Hauts Débits Duo, and to extend the number of leased lines with discounts, mentioned in the official journal of 26 June 1998, p. 9766, and opinion n° 98-362 dated 2 July 1998 on France Télécom’s pricing proposal regarding making the Service Multisite Hauts Débits widely available, mentioned in the official journal of 16 September 1998, p. 14152. 


� Opinion n°98-210 dated 25 March 1998 on France Télécom’s pricing proposal on the creation of the ATM multi-acces service, mentioned in the official journal of 25 July 1998, p. 11418 and opinion n°98-335 dated 13 May 1998 on France Télécom’s proposal on the creation of the ATM multi-access offer, mentioned in the official journal of 26 June 1998, p. 9767. 


� ATM : Asynchronous Transfer Mode.


� Opinion n°98-183 dated 11 March 1998 on France Télécom’s pricing proposal regarding freephone and low cost services (Vert, Azur and Indigo numbers), mentioned in the official journal of 25 July 1998, p. 11418. 


� Opinion n°98-279 dated 22 April 1998 on France Télécom’s proposal to increase the scope of the falling scale for freephone and low cost services, mentioned in the official journal of 26 June 1998, p. 9766. 


� Opinion n°98-280 dated 22 April 1998 on France Télécom’s pricing proposal to create a group of price options for calls to freephone and low cost service numbers, mentioned in the official journal of 26 June 1998, p. 9766. 


� Opinion n°98-686 dated 25 August 1998 on France Télécom’s proposal to create a “ Pro ” freephone number, mentioned in the official journal of 13 October 1998, p. 15505. 


� Opinion n°98-05 dated 7 January 1998 on France Télécom’s proposal to create a new teletel price level for access to 3615 and 3623, mentioned in the official journal of 12 March 1998, p. 3741. 


� Opinion n°98-36 dated 21 January 1998 on France Télécom’s proposal to create a new price level for access to the Minitel service guide, mentioned in the official journal of 12 March 1998, p. 3741. 


� Opinion n°98-644 dated 17 July 1998 on France Télécom’s pricing proposal to introduce a price level t3 for access to 3615 teletel services, mentioned in the official journal of 16 September 1998, p. 14152. 


� Opinion n° 98-308 dated 30 April 1998 on France Télécom’s proposal to change the prices of the Kiosque Micro service, mentioned in the official journal of 26 June 1998.


� Opinion n° 98-682 dated 29 July 1998 on France Télécom’s proposal regarding the pricing of the micro kiosk number 08 36 01 30 13 for subscribers to Professionnel Présence and Professionnel Numéris, mentioned in the official journal of 16 September 1998.


� Opinion n°98-777 dated 16 September 1998 on France Télécom’s proposal to modify the price of the monthly subscription fee for telematic service codes, mentioned in the official journal of 17 January 1999, p. 927. 


� Opinion n°98-24 dated 29 January 1998 on France Télécom’s proposal concerning the flat-rate fees charged for second line 15 and 30, second line for Internet and the Internet Primaliste option, mentioned in the official journal of 12 March 1998, p. 3741. 


� Opinion n°98-297 dated 30 April 1998 on France Télécom’s proposals, on the one hand regarding the proce of the monthly subscription to Professionnel, Professionnel Présence and Professionnel Numeris, and on the other hand in the free choice of contracts, and the implementation of a special international price for subscribers to Professionnel Présence or Professionnel Numéris, mentioned in the official journal of 26 June 1998, p. 9766.


� The reference cost used in this analysis was the total of network usage costs for 1998, comprising a contribution to common costs in 1998, and commercial costs in 1996 (only data on commercial costs availbale to ART).


� Opinion n°98-545 dated 2 July 1998 on France Télécom’s proposal to change the price options of Avantage Numéris Internet, mentioned in the official journal of 16 September 1998, p. 14152. 


� Opinion n°98-24 dated 29 January 1998 on France Télécom’s pricing proposals regarding flat rate charge packages 15 and 30 for the Internet and Primaliste Internet options, mentioned in the official journal of 12 March 1998, p. 3741.


� Opinion n°98-679 dated 29 July 1998 on France Télécom’s pricing proposal regarding the launch of the new Numéris R service, mentioned in the official journal of 16 September 1998, p. 14152. 


� Opinion n°98-736 dated 4 September 1998 on France Télécom’s pricing proposal relating to the launch of a new Numéris R service, mentioned in the official journal of 17 January 1999, p. 927. 


� Opinion n°98-06 dated 7 January 1998 on France Télécom’s pricing proposals regarding the inclusion among the numbers eligible through options to supply Internet access, and the extension of the base for the local package option to Internet access by dialling 08 36 06 13 IU, mentioned in the official journal of 12 March 1998, p. 3741. 


� Opinion n°98-977 dated 24 November 1998 on France Télécom’s pricing proposal to add number 08 36 01 30 13 to the base of price options and relating to the compatibility of the Numéris Itoo service with other price options, mentioned in the official journal of 5 January 1999, p. 234. 


� Opinion n°98-180 dated 11 March 1998 on France Télécom’s pricing proposal concerning Internet access for schools, mentioned in the official journal of 25 July 1998, p. 11418. 


� Opinion n° 98-630 dated 7 July 1998 on France Télécom’s pricing proposal concerning the offer of access for schools to Internet service providers, mentioned in the official journal of 16 September 1998.


� Opinion n°98-808 dated 2 December 1998 on France Télécom’s pricing proposal regarding trials until 31 December 1999 of a universal personal number called “ Service Primo ”, mentioned in the official journal of 12 March 1999, p. 3702. 


� Opinion n°98-779 dated 2 July 1998 on France Télécom’s pricing proposal regarding the temporary price option “ Primaliste longue distance ”, mentioned in the official journal of 17 January 1999, p. 927.


� Opinion n°98-322 dated 6 May 1998 on France Télécom’s proposal to launch the 3698 service to provide “ information and assistance by telephone to customers for the World Cup Football tournament ”, mentioned in the official journal of 26 June 1998, p. 9767.


� Opinion n°98-328 dated 15 May 1998 on France Télécom pricing proposal relating to the promotional “ World Cup ” price, mentioned in the official journal of 26 June 1998, p. 9767.


� Opinion n°98-391 dated 3 June 1998 on France Télécom’s pricing proposal relating to the commercial launch of the “ Compusport ” service, mentioned in the official journal of 12 August 1998, p. 12336.


� Opinion n° 98-A-26 of 16 December 1998 on the request for advice from ART on the terms of France Télécom’s customised offers.


� It issued two decisions on this issue in 1997 and six in 1998.


� Decisions n°97-209 and n°97-210 published in the official journal of 7 September 1997, respectively p. 13097 et 13104. 


� Decision n°98-678 published in the official journal of 23 September 1998, p. 14545.


� The coaxial part is the part which is not made of optical fibres.


� Decisions no 98-526 and 98-527 published respectively in the official journals of 11 August 1998, p. 12274 and 13 August 1998, p. 12373.


� Decision n°98-844 was published in the official journal of 5 March 1999, p. 3328, and decision n°98-845 in the official journal of 26 January 1999, p. 1371.


� Decision n°98-846 published in the official journal of 20 December 1998, p. 19318.


� The audiotel fixed call-duration contract covers a telecommunications service which prices calls in relation to their duration, to enable high value-added information to be delivered.  The call is limited to about 20. It is identified by numbers like 08 36 67/68/69.


� The Télétel contract is a telematic service, which is accessed by dialling 36 15, 36 17, ...


� Decree n° 93�274 of 25 February 1993 setting up the high council for telematic and the independent telematic committee, official journal of 3 March 1993, p. 3317.


� Decision n° 98-506 published in the official journal of 9 September 1998, p. 13778.


� Order of the first president of the Paris appeal court of 8 September 1998.


� Order of the first president of the Paris appeal court of 19 October 1998.


� Article R. 11-3 stipulates that “ the appeal is formulated by a written declaration, four copies of which are sent to the clerk of the Paris appeal court, who acknowleges receipt. If the declaration does not specify the subject of the appeal and provide a brief summary of the reasons, it will automatically be ruled unreceivable.  A penalty shall be imposed if the complete reasons for the appeal are not sent the clerk in the month following the submission of the declaration. ”


� A kiosk service is a billing and collection service for service providers, offered by France Télécom, which plays an intermediary role, and is responsible for collecting payment of bills directly from telephone or Minitel subscribers.


�  Decision n°98-1025 of 18 December 1998, ruling on a dispute between Infosat and France Télécom, and not published.


� Access is described as special, according to the posts and telecommunications code, if it is not published in France Télécom’s standard interconnection offer.


� OJEC C. 265 of 22 August 1998, p. 2.


� This means the offers not only include the use of the PSTN, but also Transpac data transmission services, which Infosat does not require.


� The reductions which apply to local call prices also apply to these calls, and especially to the tariff options to which these France Télécom’s customers would have subscribed to.


� Decision n° 98-416 of 24 June 1998, published in the official journal of 1st August 1998, p. 11828


� Order of 18 December 1997 amending the order of 28 November 1996 authorising the establishment and operation of a public telecommunications network , published in the official journal of 30 December 1997, p. 19183.


� The content of article L. 33-1 of the posts and telecommunications code is laid down in article D.98-2 of this code, in the wording given in decree n° 96-1175 of 27 December 1996 on the standard clauses contained in the schedule of conditions attached to the licences granted under articles L.33-1 and L.34-1 of the posts and telecommunications code and published in the official journal of 29 December 1996, p. 19438.


� Directive 97/13/EC of 10 April 1997 on a common framework for general authorizations and individual licences in the field of telecommunications services, OJEC L. 117 of 7 May 1997, p. 15.


� Decision n° 98-555 of 22 July 1998 published in the official journal of 8 August 1998, p. 12182.


� See above.


� Order of 12 March 1998 authorising France Télécom to set up and operate a public telecommunications network and operate a public telephone service, official journal of 19 March 1998, p. 4119.


� Decision n° 98-826 of 2 October 1998, set out in the official journal of 17 November 1998, p. 17334.


� France Télécom’s Orange list enables subscribers to refuse to have their telephone details disclosed for commercial purposes.


� Study entitled “Behaviour of telecommunications sector players :  operators, service providers, consumers ”, carried out for ART by the consultant, TMO, and published in brochure form in December 1998.


� Study entitled “ Service quality of France Télécom"s mobile telephone network in 1998 ”, giving the results of a survey carried out by the consultant, Directique and published in brochure form in November 1998.


� A preliminary meeting was held at ART on 12 February 1999.  It was chaired by Jean-Michel Hubert.


�World Trade Organization. The “Uruguay Round” agreement on telecommunications signed in February 1997 requiring its sixty signatories to open up their market, entered into force on 1st January 1998.


�Argentina, Bresil, China, Colombia, Côte d’Ivoire, India, Kirghistan, Madagascar, Marocco, Mexico, Poland, Russia, South African Republic, Slovenia.


�European Committee for Telecommunications Regulatory Affairs


�European Radiocommunications Committee


�Organisation of Economic Cooperation and Development, which comprises the world’s leading industrialised countries


�“ ART is involved, at the request of the telecommunications minister, in preparing the French position for international telecommunications negotiations.  It participates, at the bequest of the telecommunications minister, in representing French in international and Community telecommunications organisations. ”


� Directive 98/13/EC of the European Parliament and of the Council, of 12 February 1998 relating to telecommunications terminal equipment and satellite earth station equipment, including the mutual recognition of their conformity, published in the OJEC L 74/1 of 12 March 1998.


� Directive 1999/5/EC of the European Parliament and of the Council of 9 March 1999 on radio equipment and telecommunications terminal equipment and the mutual recognition of their conformity, publishded in the OJEC L 91/10 of 7 April 1999.


� Directive 98/61/EC of the European Parliament and of the Council of 24 September 1998 amending Directive 97/33/EC with regard to operator number portability and carrier pre-selection, published in the OJEC L268/37 of 3 October 1998.


� Directive 98/10/EC of the European Parliament and of the Council of 26 February 1998 on the application of open network provision (ONP) to voice telephony and on universal service for telecommunications in a competitive environment, publishee in the OJEC L101/24 of 1st April 1998.


� Directive 97/66/EC of the European Parliament and of the Council of 15 December 1997 concerning the processing of personal data and the protection of privacy in the telecommunications sector, published in the OJEC L24 of 30 January 1998 p.1. 


� Directive 95/46/EC of the European Parliament and of the Council of 24 October 1995 on the protection of individuals with regard to the processing of personal data and on the free movement of such data, published in the OJEC L 281 of 23 November 1995 p. 31.


� The SMG committee (Special Mobile Group) is responsible for mobile communications within ETSI.


� The radio interface is the system enabling a terminal to communicate with the network.  Standardising the radio interface was the suject of numerous discussions within ETSI during 1997. On 29 January 1998, the SMG committee adopted the UTRA standard (UMTS Terrestrial Radio Access) for the terrestrial radio interface (as opposed to the satellite radio systems). The UTRA standard, which results from a compromise, comprises two components that originally were rivals: the WCDMA standard and the TD/CDMA standard. The UTRA standard was chosen by the ITU in March 1999 as one of the radio interface standards  for IMT 2000.


� 3GPP :third generation partnership project. ETSI transferred the activities of the SMG committee on UMTS to the 3GPP.


� see ITU’s web site: www.itu.int/imt/2-radio-dev/


� packet data transmission system, enabling higher data rates over GSM networks 


�  Article L. 34-5 of the posts and telecommunications code.


� Marc Houéry is deputy managing director of Lucent Technologies.


�  See above


�  Special Mobile Group.


�  Pierre Faurre is chairman of Sagem.


�  These studies are either to be published in 1999, or are already published and are available from ART.


� Orders of 22 October 1997, one on public accounting, nominating a deputy payment authorisation officer, and  another setting up the telecommunications regulatory authority’s own income account, published in the official journal of 6 December 1997, p. 17652.


� Decree of 26 November 1997 amending the decree of 3 February 1993 on fees for the management and use of frequencies due from the holders of licences granted pursuant to articles L. 33-1 and L. 33-2 of the posts and telecommunications code, published in the official journal of 28 November 1997, p. 17210.


� Order published in the official journal of 17 March 1998, p. 3969.


� Decree n° 98-585 published in the official journal of 11 July 1998, p. 10700.


� Decree n° 98-586 published in the official journal of 11 July 1998, p. 10700.


� Order of 9 July 1998 published in the official journal of 11 July 1998, p. 10708.


� Order of 20 August 1998 and decision of 25 August 1998, both published in the official journal of 18 September 1998, p. 14248.


� Decree n° 98-1242 of 29 December 1998 setting up an ART joint technical committee, published in the official journal of  30 December 1998, p. 19921.


� i.e. a market concerned by the obligation to publish a standard interconnection offer (cf. figure n° 7).
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Indirect interconnection: call collection
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Direct interconnection: call termination
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N° OF SUBSCRIBERS







CONNECTABLE SOCKETS







INTERNET







TELEPHONE







TELEVISION







Business 







Residential







INTERNET 







TELEVISION







Cité Interactive (1)







0







0







0







4 000







45 000







66 000







Est 







Vidéocommunications







40







513







0







57 122







58 097







164 843







France Télécom Câble







207







2 761







0







716 000







1 008 103







1 735 000







Lyonnaise Câble







700







10 500







1 800







675 500







821 200







2 205 655







Médiaréseaux (2 )







ud







ud







ud







ud







ud







ud







NC Numéricâble







5







200







0







625 785







88 000







1 965 953







Vidéopole







2







176







0







133 928







9 680







300 310







TOTAL







954







14 150







1 800







2 212 335







2 030 080







6 437 761







N.B.  With 6.4 million connectable sockets for audiovisual services, the operators above account for 90 % of the total French market 







(1) – Internet access will be offered commercially from 15 March 1999. The telephone service is planned for the year 2000







(2) - Internet and the telephone service will be provided commercially from 22 February 1999







        ud: undetermined












