Minutes of a meeting of the HKCSI Information Services Committee held on Monday, 27 January 2003 at 4:00 pm at the Chamber Boardroom.

Chairman:
Mrs Cindy Cheng
Octopus Cards Limited

Present:
Mr Dumas Chow
New World Telephone Holdings Ltd


Ms Fion Fung
City Telecom (HK) Ltd


Mr Jeremy Godfrey
PA Consulting Group Ltd


Mr T K Im
Reuters Hong Kong Ltd


Mr Alvin Lee
AOL Time Warner Inc


Mr Michael Leung
Peoples Telephone Co Ltd


Mr Charles Mok
Hong Kong Information Technology Federation


Mrs Agnes Nardi
Hutchison Telecommunications (HK) Ltd

Executives:
Dr W K Chan
Secretary General, HKCSI


Mr David O'Rear
Hong Kong General Chamber of Commerce


Ms Charlotte Chow
Deputy Secretary, HKCSI

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


Dr John Ure
University of Hong Kong

Apologies: 
Mr Anthony Au
abc Software Ltd


Mr Garmen Chan
Wharf Communications Investments Ltd


Mr Stuart Chiron
Pacific Century CyberWorks Ltd


Mr Con Conway
Omnilink Enterprises Ltd


Ms Anna Lin
Hong Kong Article Numbering Association


Ms Agnes Tan
New T & T Hong Kong Ltd


Mr Justin Yue
Tradelink Electronic Commerce Ltd

Out of town:
Ms Tatiana Olchanetzky
Lexis – Nexis Asia Pacific


Mr Mark Phibbs
Microsoft Hong Kong Ltd


Mr Paul Whitmore
Consultancy Associates Ltd


Ms Kitty Wong
IBM China / Hong Kong Corp

The Chairman welcomed Dr John Ure of the University of Hong Kong and Mr M H Au of the Office of the Telecommunications Authority to the meeting. She also welcomed the following new members to the committee:

(
Mr Dumas Chow, General Counsel and Director of Legal & Regulatory,

New World Telecommunications Ltd

(
Ms Fion Fung, Director, Business Development, City Telecom (HK) Ltd

(
Mr Alvin Lee, Director, International Relations & Strategic Policy, Asia Pacific,


AOL Time Warner Inc.

(
Mr Michael Leung, Managing Director, Peoples Telephone Co Ltd

(
Ms Agnes Nardi, Managing Director, Hutchison Telecommunications (HK) Ltd

1)
Confirmation of Minutes


Minutes of the last meeting held on 13 June 2002 were confirmed and signed.

2)
Development of 3G in Hong Kong

2.1
The Executive Digest of the Telecoms InfoTechnology Forum (TIF) held on 20 November 2002 was tabled. At the invitation of the Chairman, Dr Ure briefed members on the ideas raised during the Forum on content development for next generation wireless service in Hong Kong. He summarised some of the issues which were of concern to the various stakeholders, namely SME developers, network operators, vendors of handsets and equipment, consumers, enterprise users and the government.

2.2
Dr Ure considered that Hong Kong had excellent infrastructure and network inter-operability. The issue at present was about access to web-based mobile broadband Internet content and applications beyond second generation mobile networks. In view of the small local market, developers had to look regionally or globally. The relevant issues included:

i)
Technical issues - slow progress towards standardisation, eg different network requirements, development platforms and handsets.

ii)
Business issues - different network operators would have different business processes, marketing strategies and revenue models. If the government were to encourage creative development, new ideas such as development funding, tax relief, etc should be looked into.

iii)
Marketing issues - market information and entry, service delivery, billing, etc.

2.3
The need for a development centre for Hong Kong was raised at the forum. Dr Ure felt that the needs of the development community, vendors, network operators and investors had to be identified. A development centre proposal could be inclusive of facilities such as Cyberport, Science Park, and other overseas technology partners and investors.

2.4
The development centre could be built upon a few models. Vendors could have their own testbed facilities and simulators. Networks could build their own 'soft launch' testbeds while incubators could provide private accommodation and shared facilities and support services. Examples of testbeds in Adelaide and Calgary were mentioned. It was acknowledged that there was a need to learn more about best practices in foreign countries.

2.5
Dr Ure suggested that there should be a forum building on the concept of an eco-system, embodying a chain of market relations involving shared vision and sharing of resources, as well as for networking. It was understood that HKTDC might organise a forum in 2003 to follow up on what needed to be done.

2.6
Dr Ure told members that a number of developers, some of them SMEs, were selling their services to Japan, Singapore, Malaysia and even China to gain experience. Some were considering taking their development to the Mainland, with headquarters in Hong Kong and the marketing arm in Singapore / Malaysia.

2.7
Japan was a good example of having achieved standardisation in data network. Competition was keen there. Japanese operators had good revenue model but their profitability was uncertain. The situation was similar to dot com companies. Network operators might see themselves as a point of access to customers, but it was an open system from the developers' point of view. Network operators (both fixed and mobile) would have to face the question – whether they differentiate their networks and contents, or would they become mass access networks.

2.8
Mr Godfrey felt that there should be opportunities for local content developers to work with global networks eg CNN, either in the form of highly customised content or for the generic global market. Localised information or location services would be commercially successful in future for small companies and this concept should be promoted to the industry. News corporations were successful in selling and cross selling as they had resources to do that.

2.9
It was felt that the government should do more in promotion and facilitation. It should play a coordinating role in bringing the various parties together for a shared vision eg Trade Development Council, Invest Hong Kong, Economic and Trade Offices and the various bureaux. The government could provide a common platform to facilitate discussion and development between developers, carriers and technology providers. A working group could be set up, with input from operators and SMEs. Dr Chan added that the Chamber had discussed the issue before and was warm to the idea of a testbed. It was felt that the public had been waiting for the industry to produce something new. Dr Ure commented that in practice, most technologies had not been commercially successful so far. For example, he estimated that the earliest time for e-commerce to be commercially viable would be in 2004/2005.

2.10
It was felt that market needs should first be identified before developing the products. Mr Au added that the role of OFTA was to create a business friendly environment, while businesses would always come up with solutions on problems encountered by consumers. There might not be just one “killer application” but a group of applications. 

3)
Review of the "China Telecom rate changes" episode

3.1
At the invitation of the Chairman, Mr Au gave a chronology of events of the China Telecom rate changes episode in October 2002:

(
28 October - China telecom notified Hong Kong carriers of increased rate effective 1 November.

(
1 November - Hong Kong operators announced increase of retail rates of calls to Mainland China nearly 8.5 times. 

(
4 November - Hong Kong operators announced the cancellation/revision of rates
(
early November - China Telecom told media of the arrangement with four Hong Kong major fixed network operators. OFTA received complaints on the preferential treatment to the four major network operators.

(
early November - external service providers complained of "margin squeezing" between wholesale and retail pricing by fixed network operators

(
since November - negotiations between Hong Kong and Mainland carriers and dialogues between OFTA and Mainland regulatory authority continued

3.2
Mr Au pointed out that there was nothing in the regulatory framework to stop Hong Kong network operators from putting up prices except that consumers should be treated fairly. But the price hike arising from China Telecom’s announcement caused an outcry and some LegCo members signed a joint letter to the People's Congress. From OFTA’s point of view, the nature of access charge was part of the terms under commercial interconnection agreements between external carriers in Hong Kong and the Mainland. Access charge might affect cost of operation but the increase in cost would not necessarily be equal to increase in access charge which was dependent on traffic balance, committed traffic level, etc.

3.3
OFTA had expressed concern to the Ministry of Information Industry (MII) on the increase and had continued dialogue with MII on measures to reduce the impact to Hong Kong. Now that the issue had been resolved, OFTA would continue to monitor market development and progress of negotiations between Hong Kong and Mainland carriers. OFTA would intervene if the terms in agreements were not consistent with local regulations or obligations under international treaties. 

3.4
Mr Au gave examples of charges of operators before and after the rate revision. He summarised that retail price had returned to pre-November 2002 level. Wholesale prices were at the level for external service providers to operate viable businesses. 

3.5
As the cause of incident did not originate from Hong Kong, it would be difficult for OFTA to rule out any recurrence. But Mr Au considered it unlikely for the case to recur. He reiterated that the regulatory framework of Hong Kong had not been found defective and users in Hong Kong were not being unfairly treated. For the future, it would remain for Hong Kong operators to negotiate with Mainland service providers. He pointed out that the previous episode was an isolated case and Hong Kong should not over-react. It was noted that China Telecom was representing other Mainland operators and Hong Kong carriers might not have much clout in negotiation.

4)
Any other business

The Terms of Reference for the Committee was tabled. The Chairman invited members to suggest issues for deliberation at future meetings. The following were suggested:

(
Intellectual property issues

(
e-payment - as businesses still frequently encountered difficulties concerning e-payment, eg attitude of service providers (financial institutions and e-certificate authorities). This could be discussed together with the Chamber e-Committee.

(
Intermediate services between 2.5G to 3G.

(
In view of the small size of Hong Kong, it would be important for the market not be further fragmented. Economy of scale and profitability would be important. Operators would not be able to invest further on infrastructure if their return on investment was not favourable. As fixed line, wireless and broadband services are increasingly placed under a unified policy framework, it was felt that more focus should be placed on a level playing field to promote competition and to encourage investment by new operators.

(
It would be important for the industry to enlarge their expertise and gain knowledge on modern technology so as to provide input to the government.

Members were encouraged to forward any further suggestions to the secretariat. 

There being no other business, the meeting adjourned at 5:30 pm.

Secretary
Confirmed
Chairman
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