Minutes of a meeting of the HKCSI Information Services Committee held on Thursday, 13 June 2002 at 4:30 pm at the Chamber Boardroom.

Chairman:
Mr Anthony Au
abc Software Ltd

Present: 
Mrs Cindy Cheng
Dickson Cyber Concepts Ltd


Mr Con Conway
Omnilink Enterprises Ltd


Mr T K Im
Reuters Hong Kong Ltd


Mr Herman Lam
Microsoft Hong Kong Ltd


Mr Charles Mok
Hong Kong Information Technology Federation


Ms Agnes Tan
New T & T Hong Kong Ltd

Executives:
Dr W K Chan
Secretary General, HKCSI


Ms Charlotte Chow
Deputy Secretary, HKCSI


Mr Malcolm Ainsworth
Hong Kong General Chamber of Commerce

By invitation:
Mr Au Man Ho
Deputy Director-General of Telecommunciations

Absent:
Mr Stuart Chiron
Pacific Century Cyberworks


Ms Anna Lin
Hong Kong Article Numbering Association

Apologies:
Mr Garmen Chan
Wharf Communications Investments Ltd


Mr Paul Berriman
Contactica (Asia) Ltd


Mr Jeremy Godfrey
PA Consulting Group Ltd


Ms Tatiana Olchanetzky
Lexis – Nexis Asia Pacific


Mr Paul Whitmore
Consultancy Associates Ltd


Ms Kitty Wong
IMB China / Hong Kong Corp


Mr Justin Yue
Tradelink Electronic Commerce Ltd

Out of town:
Mr Graham Brant
ATPATH Technologies Ltd

1)
Confirmation of Minutes


Minutes of the last meeting held on 9 April 2002 were confirmed and signed.

2)
Matters Arising 

Dr Chan reported that the Chamber had submitted comments to the Privacy Commissioner earlier on the “Draft Code of Practice on Monitoring and Personal Data Privacy at Work”.

3)
Mobile Telecom Services

3.1
At the invitation of the Chairman, Mr M H Au briefed members on the latest development of the mobile telecommunications market in Hong Kong. The mobile market was very competitive with six operators and 11 networks for 2G and 2.5G mobile services. They were all digital networks with different standards, mostly GSM, two of which conformed to North American standards. Penetration was approaching saturation, at 85%. It was suggested at a recent seminar that the penetration rate could be as high as 300% in ten years’ time if mobile phones were installed on networks as well. Cost of service was at affordable level and the usage was “voice-centric” but operators were trying to promote non-voice usage. Portability of mobile numbers became available from 1 March 1999. 

3.2
Wireless Application Protocol (WAP) service was launched about two years ago. The service was not very successful due to the long connection time. It was anticipated that usage might improve after the migration to 2.5G which was launched with an “always on” mode and the charge to users was dependent on volume of data sent/receipt rather than connection time. The data transmission rate was approaching fixed line dial-up access. 

3.3
All six GSM operators had launched 2.5G service (GPRS - General Packet Radio Services). Because of spectrum limitation, the speed (54 kbps) was about the same as dial-up fixed modems. The CDMA operator had launched IS-95B (64 kbps) services. Although this technology might be upgraded to a higher speed, it was estimated that only 10% of the customers had GPRS handsets. This situation might change when people changed their handsets. It was noted that usage life in Hong Kong for handsets was short.

3.4
Six licences for mobile virtual network (MVNO) were granted. Operators had to invest in infrastructure. At present, there was no obligation for 2G network licencees to open their networks. MVNO operators had to rely on commercial agreement with 2G network operators for interconnection with or access to 2G network capacity. Such obligation was included in 3G licences. Theoretically, spectrum limitation was not a factor and there was no limit on the number of MVNO licences in Hong Kong as the operators would not have the right of access to spectrum.

3.5
About five million short messages were sent per month over the past few months. The usage rate was low even by China standard. Mr Au attributed the main reason to the cheap voice messages and the relatively expensive SMS. SMS was charged at $1 per message in Hong Kong, which was ten times the charge in China. It was suggested that a review in the charge might improve usage rate.

3.6
Mr Au commented that the potential for multimedia message services (MMS) should be significant. It was felt that voice messages might replace text messages but pictures, photographs and short videos could not be substituted. Mr Au believed that the increased popularity of MMS-enabled handsets (expected to be widely available in 2003 or 2004) would facilitate the development of MMS. It was understood that mobile network operators had high hope on this service as it was more sophisticated and there was tremendous scope for creativity and capacity for text services. Interoperability of different handsets and price of service would be factors shaping the future development of MMS.

3.7
Four 3G licences were issued last October, all adopting wide band CDMA. The licencees were required to achieve a coverage of more than 50% by end 2006. It was understood that one operator was planning to launch the service at the end of this year. A new approach in computing spectrum utilisation beam was adopted. It was anticipated that new spectrums would be available after 2005. 

3.8
According to Mr Au, the challenges of 3G services included:

i)
return on investment

ii)
handset availability - choice and user expectations

iii)
existence of “killer applications” - example of such applications is email over voice services

iv)
user demand - operators would have to increase transparency in charges

v)
standards were not unified in all countries

3.9
Mr Au commented that wireless LAN services (WLS) was only complementary to 3G services and it would be a misnomer to treat WLS as 4G because WLS only provided ad hoc “hot spot” coverage. It would be up to the market to decide whether it could replace 3G services. Transmission speed might be higher but it was on a shared basis. There was no restriction on public WLS and private use will be exempted from licensing. The exemption order might be amended to accommodate new technology. In future any telecommunication service providers, even without wireless LAN, would be subject to another class of licensing.

3.10
It was hoped that more people would make use of mobile services because of new technologies and non-voice services. The future penetration potential was tremendous as they could be used by non human beings such as remote senses. Another factor was fixed mobile convergence. Mobile terminals could be used as a substitute for fixed line if they were located in offices, and remote senses (such as home appliances) were typically placed at fixed locations. There was no restriction for 3G networks. However, regulations might have to be reviewed to deal with the charge arrangements. At present mobile users were paying for the origination and termination of calls, while mobile network operators were paying fixed network operators for calls originating from or terminating at fixed networks.

3.11
Another issue to be tackled was the review of licences for 2G spectrum which were due for renewal in 2005 and 2006. OFTA would conduct consultation on how new spectrums should be licensed. OFTA was proposing a framework for consideration on whether mergers and acquisitions would significantly reduce competition.

3.12
OFTA was helping operators to extend the coverage eg access to street lamp posts. Mr Au anticipated that with the proliferation of base stations, concerns on health hazard might arise. OFTA would have to explain to the public to relieve their worries. 

3.13
Mr Au believed that 3G network capability would provide opportunity for content and application providers who were not affiliated with network operators. He believed that the open access model would be good for Hong Kong except that it might dilute commercial incentive due to the infrastructural investment involved. In view of this, OFTA had requested that 30% of the market be open. Mr Au hoped that this could help to keep the access price low. He understood that many operators were trying to strike deals with content providers. He added that Japan also adopted an open access model which had proved to be successful. 

3.14
At present, 3G network operators could provide communications to both mobile and fixed points provided that 3G technologies were used. OFTA would monitor market development and acceptance of mobile services before deciding the need to modify licensing conditions for 3G operators. According to OFTA, mobile and fixed networks were two different markets. The growth in the mobile market was tremendous while the number of fixed lines had flattened. Mobile phones were being regarded as something extra rather than a substitute for fixed lines.

3.15
It was noted that the fair competition provision in Telecommunications Ordinance was applicable to mobile operators as well. OFTA would make judgement in the first instance and decision related to competition provisions may be appealed to the Telecommunications Appeal Board. Mr Conway expressed his appreciation to OFTA for doing a very good job in controlling and balancing the interests of different parties.

3.16
Mr Au told members that the government would like to have more services accessible by using mobile terminals. In future, if mobile services was capable of accessing more complicated contents, OFTA would make their webpage accessible to 3G users. He added that in future, website operators might need to have dual webpages for desktop computer and mobile terminal.

4)
WTO and Doha round of negotiations on IT and telecommunications

4.1
Dr Chan told members that the WTO services negotiations had entered the offers and requests stage. Members had to submit their requests on other WTO members by 30 June. They would then had nine months to prepare their list of offers. HKCSI was now conducting consultations and had invited members to provide input on any barriers encountered except for China and New Zealand as Hong Kong was having separate arrangements with them. A roundtable luncheon was being organised. 

4.2
Dr Chan added that market opening was a matter of degree and regulation. For telecommunications, the question was often not of market access, but licensing requirements and domestic regulations. International CSIs had been collecting information on trade barriers. Members requested that information of relevance to the Committee be made available to them on confidential basis. Members were encouraged to reflect to the Secretariat the areas they felt strongly about.


(Post meeting note: The list of trade barriers was emailed to members on 17 June)

5)
Election of Chairman

Dr Chan told members that it was usual practice for Chamber committees to re-elect their Chairman at the first committee meeting after the Annual General Meeting. The Chairman told members that he would be stepping down after the meeting. Invitations for nominations of chairmanship were sent to members earlier. Proposed by Mr Anthony Au, Mrs Cindy Cheng was unanimously elected Chairman. On behalf of members, Mr Conway thanked Mr Au for his chairmanship and contribution to the Committee.

6)
Any Other Business

Dr Chan told members the HKCSI would be organising its annual mission to Beijing on 16-17 July. The mission will visit the State Development and Planning Commission, Ministry of Foreign Trade and Economic Cooperation, State Economic and Trade Commission, Development Research Centre of the State Council and China e-Commerce Association to understand the current economic development and issues such as post WTO implementation and services liberalisation. He encouraged members to join the delegation.

There being no other business, the meeting adjourned at 6:10 pm.

Secretary
Confirmed
Chairman
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