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New Challenges  |ncumbent vs New Entrant:

New Business Models
National Cultural
. Interest - .
Nationa Consumer Fair  Representation

Policy Protection Competition
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Industry Trends
Key Trends

* Both content and
networking industries are
information system becoming increasingly
important areas of

to networked economic growth;

computing; * The global market
* From analouge experiencing a transition

telephony to digital from industrialised

: . economies to ‘knowledge-
communications and based’ information

multimedia. societies;
* The emphasis shift from
commodities and physical
infrastructure to people

Key Drivers

e Standalone
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Converging technologies
-impact on us in our daily lives

e Production technologies
—image capture devices & editing tools
» Network technologies

— traditional broadcast, telecoms, internet
& broadband

e Consumer technology
— television, PCs & handphones
e Transaction technology
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The National Agenda

Agenda: Move Malaysia into the K-Economy

Forr_nulate Design an Design a
National institutional convergence
Convergence framework egulatory
Pol_ICy ) for framework
Objectives convergence

sector

Vision 2020 aims to make
Malaysia a developed nation
by the year 2020
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Broadband Technologies & Services

Medium
WIRED WIRELESS
Infra-
structure Fibre DSL over Satellite Terrestrial
copper
Mode
2-way 1-way 2-way 1-way
Typical
Services i iai
Interactive Digital
Multimedia services DTH IMT-2000 broadcast
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Institutional
Framework

-a look into history
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Legislative framework- what was
before and what is now

« Before

— Many different statutes

« Previously in Malaysia, Broadcasting Act 1988 and
Telecommunications Act 1950

— Many different regulators or ‘overseers’
« Ministry of Information, Jabatan Telekom Malaysia etc.
* Now,
— Communications and Multimedia Commission

Malaysian icati itime mmis
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Institutional Changes to Facilitate

Convergence
1 Nov 98 1 Apr 99
Ministry of Energy, .
Telecommunications c M'_mstt_ry of Er:je:;/?m_ di
and Post ommunications and Multimedia
CMC formed and in operation >

Relevant Telecommunications Act 1950 Communications

A and Multimedia
cts Broadcasting Act 1988 Act 1998

JT™M
Regulators CMC
MOI (Licensing Division)
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The CMA 1998

e Fundamental Principles of the
New Regulatory Framework
— Transparency
— Technology Neutral
— Self Regulation
e Scope
— Economic Regulation
— Technical Regulation
— Consumer Protection
— Social Regulation
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10 National Policy Objectives for the
Communications & Multimedia sector

1. Creating a global hub 7. Creating a robust
2. Building a civil society app_||cat|ons

environment
3. Nurturing local content

and culture

©

Facilitating efficient
allocation of resources
4. Ensuring long-term

benefits for end-users 9. Developing industry

capabilities
5. Nurturing user

) 10.Promoting secure and
confidence

safe networking
6. Promoting access and

H NOTE: Abbreviated from Section 3(2) of the
equity @

Communications and Multimedia Act 1998
(Act 588)
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The CMC and its Institutional Setting

Minister
(Policy)

Directions Recommendations

Appeal CMC Industry
Tribunal Referral (Regulation) Liaison Forums

* Access

Regulation
The CMC is central to the  Enforcement « Consumer
convergence sector

institutional framework that = Content
has been adopted by the Industry onical
Government. Operators  Technical
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The Roles of the Key Players in the
Industry

CONSUMERS

Exercise choice of services and
service providers

Monitors & enforces

Impose market
discipline

compliance with
legislation & license
requirements,

Issues license,
imposes license

INDUSTRY

Responsible for service
implementation and delivery

promotes industry

conditions, and
confers
regulatory rights

MINISTER

self-regulation,
allocates public
resources

Directs on matters of general
policy & procedures

Sets policies and priorities in COMMISSION
P . . Implements policies in
legislation, and issues subordinate Recommends policies legislation and

instruments in accordance with
the objects of the legislation

Ministerial directions

] I

ENABLING LAWS
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The Powers and Functions of the
CMC

1. To advise the Minister on 6. To encourage and promote
national policy objectives development of the

2. To implement and enforce communications and
communications and multimedia industry
multimedia laws 7. To encourage and promote

3. To regulate matters self regulation
relating to communications 8. To promote and maintain
and multimedia activities the integrity of licensees
not related to 9. To render assistance to
communications and persons engaged in
multimedia laws communications and

4. To consider and multimedia
recommend reforms to the 10. To carry out any function
communications and as the Minister may
multimedia laws prescribe

5. To supervise and monitor NOTE: Abbreviated from Section 16 of the
communications and Malaysian Communications and Multimedia
multimedia activities Commission Act 1998 (Act 589)

The sector used to have
many different categories of licenses

Free to air TV services
Free to air Radio
Telecommunication
services
Cellular services
Internet Services

Value-added services

Licenses issued under the old regulatory framework were service-
specific and technology-specific.

These restricted competition into narrow markets and did not
allow licensees to move freely into related and adjacent activities.
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The CMA has organized
the sector under four markets

Licenses issued under the
new regulatory framework
are service-neutral and
technology-neutral.

Content Services

Applications Services

Licensees compete in four
economic markets, i.e. ’ Network Services ‘

Facilities, Connectivity,
Applications, and Content
Applications.

Network Facilities
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Licensing Migration

The old licenses that were issued

based on specific technologies,
and specific services

VAN license
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Telecommunication
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New technology-
neutral and service-

map onto neutral licenses

|
|
— |
|

Content Services

Applications Services

l
l
Network Services l
Network Facilities l
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Licensing Migration Scenarios
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INTERIM RESTRICTIONS

i
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Licensee Licensee Licensee Licensee

Some restrictions may apply in the
interim. The reasons for these

Existing operators may require
include the following: J op v e

more than one license. But service-
specific licenses such as licenses for
broadcasting and ISP will no longer
be issued. This, however, does not
restrict the licensee from describing
itself as a broadcaster or a
telecommunications service
provider. These are commercial
decisions.

« To ensure the orderly growth of
the convergent sector

« To take into account
commitments already made to some
existing licensees; significant
investments have been made on the
basis of these commitments.
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Licensing Migration Scenarios
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Immediately after the issue of new
licenses, the industry structure is not
expected to change significantly. For
example, a radio station will likely
continue to be a radio station.

Over time, however, some licensees
may review their activities and
organisation structure to take
advantage of new business
opportunities that become possible with
the new licensing framework.
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The industry structure may change from
business organisations that are vertically
focused to those that go into horizontal
specialisations.

For example a licensee that owns network
facilities may divest some of its downstream
activities to concentrate on becoming a network
and facilities provider. Under this scenario,
former competitors in its downstream business
will become its customers.

Some licensees may choose to remain vertically
integrated.

© cme 2001

Categories of Licenses

Within the four markets,

activities may fall into any of

three categories for licensing |:| |:|
purposes. ’ ‘ ’ ‘ ’ ‘

Individual Class Exempt
[N

Only activities with
significant economic or
social impact are individually
licensed.

The long term objective is to
move into less regulation.

Licensed Unlicensed
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Licensing Environment

‘ Generic pravisions of |Act apply to all relevant activities ‘

Standard license conditions common
to Individual and Class licences

[ [
Standard Licence
Conditions common
to Individual Licences

Special

Undertakings

Individual
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Class Unlicensed
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Allows for greater business flexibility

Wider range of business options

New Horizontal
Licenses

Depending on specific license conditions,

Vertical horizontal license holders may enter the
Lilscseur:de market currently occupied by a vertical
license holder.
under the " f
repealed Unless the licensee migrates, however, the

Acts vertical license holder cannot venture into
new business areas that are not already
specified in the existing license conditions.
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Optimizing physical infrastructure

investments
CASP CASP
ASP ASP ASP
Network Network Network Network Network
Service Service Service Service Service
H H H H H
Towers Towers Towers || Towers || Towers

Many service providers invest in similar infrastructure to provide
commodity-type services >

Cost inefficiencies are passed on to customers, and we become
less competitive.
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Optimizing infrastructure investments

()

CASP CASP
ASP ASP ASP
] ] ]
Shared network Shared network NSP
3 ) 3
Shared network facilities (Incl. other infrastructure elements)

Lower operating costs - More competitive tariffs

Less investment in infrastructure - More money available for
customer support, applications and content development, and
share-holders
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Incentives given for Industry
Development

R&D

Skills Training
Developing industry
capabilities

Minority interest
in SMEs

Value Added procurement
from Malaysian SMEs

Local content production Nurturing local content
and development and culture
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Win-win through Self-Regulation

Consumers <
As well as d For th_e
suppliers an benefit of
> . Consumers
> Suppliers
Form
Which v Access
would Industry Consumer
guide Forums Content
Industry Technical
conduct To produce
Y
Voluntary
Industry Codes
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Are we ready to capture the digital

opportunities?
o 3G
o é > WAP over 2G & 2%4G Customers
53 _4 PMR on the
g % 'ﬁ DAB move
*g' .8 > Mobile TV
32| Core > DVB (SDTV and HDTV)
© @| [network
g8 *‘ WLL Customers
2g > MMDS athome
g E; = LMCS in the
% .,( Fibre office
2 ] DSL
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Points to ponder

< Truly convergent technology transcends
boundaries
—new services perhaps does not quite fall
into any of the existing descriptions
—are more new laws necessary ?
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1-3 ,3 CMC Contact Information

Main office

Level 11, Menara Dato’ Onn,
Putra World Trade Centre
45 Jalan Tun Ismail

50480 Kuala Lumpur

Thank yOU Malaysia

Postal address

sharil@cmc.gov.my b O Box 12226
0X

. . . . . 50770 Kuala Lumpur
Malaysian Communications and Multimedia Malaysia

Commission Telephone: +60 3 4047 7000

Fax: +60 3 4042-3337
+60 3 2693-4881

Web site: WWW.CmMcC.gov.my
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