Fixed-Mobile Interconnection in Portugal

Market Structure

The Portuguese mobile services have experienced a significant and rapidly development in the last years, being the annual average growth rate approximately 100%.
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Nowadays, mobile penetration rate is higher than the fixed penetration. In fact, 43% of call opportunities involve mobile networks.
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Moreover, mobile services are increasingly representing a relevant part in the telecommunications sector in terms of revenues.
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 Mobile market is characterized by a sound competition between the three players presented in the market. This has resulted in large benefits for the consumers, namely regarding the offer of new and innovative services, the vast choice of tariff packages, the reduction of prices, the improvement of quality of service and the rapid introduction of new technologies as WAP and GPRS.

Interconnection Regulation

The framework for interconnection between fixed and mobile networks is established in the Decree-Law n.º 415/98
, which transposes the Interconnection Directive (97/33/CE), being a fundamental aspect of this diploma the concept of Significant Market Power (SMP). Depending upon their categories, these entities are subject to different types of obligations duly explained in Decree-Law nº 415/98.

Portugal Telecom, the historic operator in the fixed-line market, was notified as having SMP in the interconnection, fixed networks/services and leased lines market
. The mobile operators TMN and Telecel were notified as having SMP in the mobile services/networks market.

In this sense, PT is, inter alia, obliged to respect the principles of non-discrimination, transparency and cost orientation and to elaborate a reference interconnection offer. The RIO, as requested by ICP in the “Set of items to be included in the RIO”
, defines the conditions applicable to interconnection services, namely, prices, POIs, circuits, QoS and technical specifications.

The termination prices charges by PT in 2000, which result from a determination of ICP
 in order to align the prices with the European current practices, represent a 37% average decrease when compared with 1999 figures
.

Mobile operators, as entities with SMP in the mobile market, are obliged to respect the principle of non-discrimination, being the interconnection prices applied by these entities are not regulated.

Although entities without SMP are subject to the obligations resulting from the “General and Prior Conditions to the Negotiation of Interconnection Agreements”
 defined by ICP, which regard namely, the negotiation process and the access to the interconnection agreement, resolution of legal disputes among the parties prior to the intervention of ICP, access to directory, emergency and other services, POIs and technical conditions of interconnection.

Fixed-to-mobile interconnection

Concerning the interconnection with mobile operators, it is stressed that, in the process of liberalization of the mobile market, the objective of promoting a swift penetration of mobile phones was considered paramount and a particular framework for fixed-to-mobile interconnection was defined by the Government.

Under the regime that has been in force regarding fixed-to-mobile calls, mobile operators have been paying an origination rate for fixed-to-mobile calls and have been receiving all the revenues of fixed-to-mobile calls.

Regarding this matter, and considering that this regime, created in a historic context and justified at the light of the policy objectives relevant at that time, is no longer adequate, ICP made two determinations.

In the first determination
, it is state that, until 01/10/2000, the operators are to review this situation, celebrating agreements compatible with the general principle that the traffic is owned by the originating operator.

Hence, the new regime will permit the fixed operator to establish the prices of fixed-to-mobile calls and will enable carrier selection, from 01/10/2000.

Recently, ICP made a second determination
 concerning the termination price for fixed-to-mobile calls to be implemented after the alteration in the traffic ownership regime in 01/10/2000.

In this context, ICP considered that the definition of fixed-to-mobile calls termination prices, and an initial decrease on those, are important regulatory measures for fulfillment of established public interest objectives in that they represent a first step towards an evolution which aims the establishment of a more balanced price structure, contribute to the protection of consumer interests by limiting or avoiding the development of barriers to the full use of network externalities, including the mobile networks, on the part of the end users, particularly clients of the fixed networks. Overall, those measures will promote conditions that encourage the development of a sustainable, balanced and sound competition between the fixed and the mobile networks.

In light of the focused objectives, noting the current practices is some EU Member-States, the research developed on this matter at an European level and the price of intra-network calls, it was determined a maximum average termination price of fixed-to-mobile calls.

Interconnection Costing

ICP is at the final stage of developing an economic-engineering bottom-up model, based on a forward-looking long-run incremental cost methodology, which produced the network cost of interconnection, access and universal service.

It is presently being considered by ICP the development of a cost model applicable to mobile networks.

� See � HYPERLINK "http://www.icp.pt/legisuk/dl415_98uk.html" ��http://www.icp.pt/legisuk/dl415_98uk.html�.


� See � HYPERLINK "http://www.icp.pt/actual/decpmsuk.html" ��http://www.icp.pt/actual/decpmsuk.html� and � HYPERLINK "http://www2.icp.pt:8081/interligacao/interligacao_17.html" ��http://www2.icp.pt:8081/interligacao/interligacao_17.html�. The relevant documents related to the public consultation regarding SMP, recently carried out by ICP, can be found at � HYPERLINK "http://www2.icp.pt:8081/interligacao/interligacao_16.html" ��http://www2.icp.pt:8081/interligacao/interligacao_16.html�. 
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� See � HYPERLINK "http://www.telecom.pt/quemsomos/default.asp" ��http://www.telecom.pt/quemsomos/default.asp�.


� See � HYPERLINK "http://www.icp.pt/actual/cgpnaiuk.html" ��http://www.icp.pt/actual/cgpnaiuk.html�.


� See � HYPERLINK "http://www.icp.pt/press/1999/not208uk.html" ��http://www.icp.pt/press/1999/not208uk.html�.
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