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Abstract: 

Interconnection between networks of various operators is essential for a competitive industry to work effectively. With the gradual introduction of competition in China's telecommunications service market, interconnection has become increasingly important under the new environment. This contribution is to introduce the practice of China's telecom market opening and interconnection between telecom networks in the recent years. The new interconnection policy issued by China's Ministry of Information Industry is also introduced.

Introduction

With the introduction of competition to the telecommunication services market in China, interconnection and interoperability among networks of different operators have become a focus of attention in the new environment. These issues, which concern the immediate interests of both customers and operators of telecommunication services, are also of importance for sound growth of the telecom industry in the competitive environment. The aim of this paper is to present recent practical experiences in China in market liberalization, interconnection and interoperability in particular.

1
Reform of the telecommunication sector in China

•
Restructuring of the regulator

During the institutional reform initiated by China's State Council in 1998, in order to follow the trend of informatization and speed up the growth of the information industry in China, the Ministry of Information Industry (MII) was formed according to the principles of separating government functions from commercial ones, by transferring functions, breaking up the monopoly, safeguarding competition and ensuring that rights and interests are accompanied by duties and obligations. A Telecommunication Administration Bureau was set up within the MII with the mission of regulating telecommunication and information services, maintaining fair and equitable competition, ensuring universal service and safeguarding the interests of both the State and the customers. The major functions of the Bureau are as follows:

–
approval and granting of licences for telecommunication and information services;

–
supervision of quality of service and regulation of pricing;

–
regulation of network interconnection and interoperability;

–
allocation and management of communication network number resources, management of Internet domain names and addresses, and international coordination;

–
certification of interconnection and interoperability standards of telecommunication network equipment, and authorization of type-approval of telecommunication terminals.

•
Changes in telecommunication operators

After the institutional reform, the incumbent operator, China Telecom, was also restructured, with the separation of mobile and satellite services from fixed-line services, leading to the establishment of the China Mobile Communications Group and the China Satellite Communications Group, respectively. Fixed-line services remained with the China Telecom Group, while the already-established China Paging Communications Group was incorporated into China Unicom.

Since 1994 when China Unicom was set up, more new players such as the Jitong Communications Company Ltd. and China Netcom have entered the market with government approval to compete with the incumbent operator in the areas of network infrastructure, fixed-line telephony, mobile telephony and data network services. With more new operators in the market as a result of the split-up of China Telecom, a new competitive environment characterized by diversified services and competition at different levels has emerged.

2
Regulation of interconnection and interoperability in the new environment

China Unicom started to compete with China Telecom in the field of mobile communications in 1994, and gradually extended its operations to include local telephone services. The MPT, which was the telecom administration at the time, in consultation with the two parties, laid down provisional technical specifications and settlement methods for the interconnection and interoperability of mobile and local networks. A preliminary agreement on interconnection and interoperability was reached between the two operators.

With more operators entering the telecommunication market, the scope of competition has been expanded and the issue of interconnection and interoperability has become more complex. This called for comprehensive regulations and operational mechanisms to adapt to the changed environment.

In 1999, the Ministry of Information Industry issued new regulations such as the Provisional regulations on the regulation of telecommunication network interconnection, technical specifications on interconnection between the land cellular mobile communications network and other networks, Technical specifications on interconnection between the newly-installed domestic long-distance telephone network and other telephone networks, and Settlement arrangements for interconnection charges between telecommunication networks. Based on these regulations, the operators signed interconnection agreements, and a policy framework for the regulation of interconnection and interoperability is thus in shape.

3
Policies concerning interconnection and interoperability

The policies on interconnection regulation laid down by the MII are directed at operators of fixed local telephone networks, domestic long-distance telephone networks, international telephone networks, land cellular mobile communications networks, mobile satellite communications networks and data communications networks, as well as other operators within the scope of regulation. Provisions were laid down governing the operator's obligations, technical regulations, sharing and settlement of interconnection charges, interconnection protocols and engineering construction, duration of interconnection, network management after interconnection, coordination and settlement of interconnection disputes. The goal is to safeguard the interests of the State as well as legitimate rights and interests of the customers, to protect fair and effective competition between operators, and to ensure fair, open, timely and reasonable interconnection between telecommunication networks.

With the development of policies on interconnection regulation, definitions have been adopted for the dominant operator. A dominant operator is defined as a local fixed telephone service operator with over 50% market share. Other operators designated by the MII are also considered as belonging to this category.

The policies on interconnection regulation have referred to internationally acknowledged practice and have incorporated experiences of interconnection and interoperability in recent years. With respect to the general principles of WTO concerning interconnection among networks, the following provisions have been adopted:

•
the principle of non-discrimination

–
A dominant operator is obliged to provide interconnection required by another operator at any point in the network where it is technically feasible, economically reasonable and where there is no negative effect on network safety or reliability.

–
The dominant operator is obliged to configure, upgrade and expand its network according to the interconnection requirements of other operators to permit the establishment of all types of interconnections.

–
Equitable access is adopted and customers have the right to make their own choice of a suitable long-distance network.

–
The two parties to the interconnection shall ensure that the quality of communications is no less favourable than that provided for their own services of the same category within their own network.

–
Where technically feasible, any party to the interconnection shall supply its services (including features, intelligent services, etc.) to customers of the other interconnected network at the request of the other operator in the same way as to its own customers in its own network, in a timely fashion with guaranteed quality and with no additional conditions.

•
the principle of transparency

–
A dominant operator shall formulate detailed interconnection implementation arrangements based on the stipulations of the State, and make the arrangements known to the public via appropriate media after their approval by the MII.

–
A dominant operator has the obligation to provide the interconnected operator, upon request, with information about relevant network equipment functions, equipment rooms and ducts, etc.

–
The operator requesting interconnection shall provide the dominant operator with planning information concerning the interconnection.

•
the principle of technological neutrality

–
Interconnection shall be implemented in a manner that facilitates roll-out of services, network management and interconnection settlement, as well as the safety and reliability of communications between telecommunication networks.

–
The technical indicators of the exchanges on both sides of the interconnection and those from these exchanges to their separate networks shall be in conformity with State and industrial technical standards.

–
Telecommunication operators shall comply with the technical specifications for network interconnection laid down by the MII based on State and industrial standards and the actual situation of the network interconnection.

•
the principle of cost-based pricing

Interconnection policies require that interconnection charges be calculated on the basis of cost. The operators shall keep accounts of the income and expenditure of their activities related to interconnection, as well as costs, and report to the Telecommunication Administration Bureau of the MII annually according to the relevant regulations.

Nonetheless, pending definition of the operators' interconnection costs, a tariff-based interconnection charge (revenue share) is provisionally adopted by the MII, which is making every effort to move towards a cost-based pricing approach.

•
the principle of NE unbundling

Principles have been set out and will be gradually implemented when conditions so permit.

In addition, the following provisions have also been laid down to ensure implementation of interconnection and interoperability:

–
A dominant operator shall provide interconnection within a specified time-limit. Any deliberate delay of interconnection is prohibited. The party requiring interconnection shall implement the interconnection within the specified time-limit. When installing a new interconnection point, the period from start of interconnection to service commissioning shall not exceed seven months. In cases where no new interconnection point needs to be built and only expansion and upgrading are needed, the period from start of interconnection to service commissioning shall not exceed four months.

–
Where any change of one interconnection party's network may affect the communications offered by the other operator, this change shall be notified 30 days or six months in advance, as it deems appropriate. Where any party requires necessary network readjustment, the other party shall take timely concerted action. There shall be a clear division of maintenance responsibility between the operators, and fault processing and reporting systems shall be established. No operator shall discontinue communication without approval.

–
If any dispute between interconnection parties arises, the telecommunication regulator shall intervene for mediation. In cases where operators fail to come to an agreement, the regulator may issue administrative decisions in consultation with the consultative committee composed of legal, economic and technical experts.

Conclusions

As competition has been introduced into a developing country like China not long ago, we still lack experience in interconnection and interoperability of basic telecommunication services. Conditions are not yet available for adopting the general principles required by WTO or following the practices of other countries in the world, such as cost-based pricing, NE unbundling, etc.

With the approach of China's entry into WTO, more operators will join in telecommunication competition, and the environment for interconnection will be more complicated. The telecommunication regulator in China are exploring approaches in the new environment and actively creating conditions in line with international practices to resolve interconnection issues.
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