Spectrum outcomes still in the air

Chris Dalton, Regulatory Policy Manager, Vodafone

odafone welcomes the imple-

mentation of the third phase

of the programme of micro-
economic reform in the telecommu-
nications industry in Australia, com-
menced in 1988, and looks forward
to responding to challenges arising
out of greater competition.

Clearly the focus of attention will
shift now from the legislators to the
regulators, and the viability of the
Telecommunications Act 1997 will
betestedin practice. Already we have
been very active in the establishment
of the Telecommunications Access
Forum and the Australian Communi-
cations Industry Forum, the identifi-
cation of declared services and the
development of draftaccess and con-
sumer codes of practice.

Afterademandingthree yearcon-
sultation process coveringa complex
mix of technical, commercial, opera-
tional, legal and political issues, and
in the euphoria surrounding the pas-
sage of the 1997 telecommunications
legislation through the parliament, it
is tempting to conclude that the de-
finitive policy framework affecting
the level, structure and viability of
competition in the next few years has
at last been set. ,

To some extent this is true. Reli-
ance on industry self-regulation, the
adoption of the Hilmer reforms, the
retention of industry specific regula-
tion and the provision for greater
consumer involvement are key foun-
dation principles of the new regime
that have now been settled. With this
greater certainty about the regulatory
environment, business decisions can
be made on a more informed and
reliable basis about new and im-
proved services, strategic alliances,
marketing initiatives and commercial
operating agreements with other
carriers such as interconnect and ac-
cess arrangements.

Mobile outcomes still uncertain

With regard to the provision of public
mobile telecommunications services,
however, this is only half the story.
The forthcoming spectrum auctions,
currently planned by the Australian
Communications Authority for late
1997, will be a critical determining
factor in the achievement of effective
competition in this market sector.

Ironically, it is also this sector that
islikely towitnessthe greatestchange
inthe next few years. As noted by the
Bureau of Transport and Communi-
cations Economics in its Communi-
cations Futures Final Report in 1995:

‘Perhaps the most important sin-
gle area of development, in terms
of both market size during the
forecasting decade and longer-
terminfluence on patterns of con-
sumption, will be mobile com-
munications.’

So for Vodafone, with our dedi-
cated focus on mobile communica-
tions, there is no scope to relax our
regulatory vigilance. It’s as if we’re at
half time in a Grand Final, with the
prospect of a vigorous second half
stillahead of us. Of course, thisisalso
true for new carriers, for whom ac-
cess to spectrum provides a market
entry strategy that is not dependent
on existing wireline links.

Ciritical factors

It is against this perspective that the

outcome of the spectrum auctions

becomes so significant, and where

factors such as:

e the price of access for the licences

e the amount of spectrum to be re-
leased

e when the spectrum will be avail-
able for use

e the degree of diversity in the own-
ership of the licences

e the commercial relationships be-
tween new and existing licensees

e the degree of aggregation of li-
cences across regional areas and
spectrum bands will directly im-
pact on the cost, quality and com-
mencement date of new services
and the achievement of effective
competition in mobile communi-
cations.

The policy framework that the gov-
ernment establishes for the auctions
will have a significant bearing on
these factors. It is therefore essential
that the government determines ap-
propriate competition policy rules in
advance of the auctions. These rules
should cover:
® spectrum ‘caps’;
® 3 ‘use it orlose it’ licence condition;
* aSyearspectrumallocationschedule;
e Australian ownership rules to ap-
ply to spectrum, licensees; and
* new licensees’ access to the na-
tional analogue AMPS network.

Previous competitive licence alloca-
tion processes for satellite pay televi-
sion, MDS and telecommunications
generated revenue in excess of $1
billion. They also attracted intense
public and political scrutiny, as they
were defining events in the develop-
ment of competition in the commu-
nications industry in Australia.

The same could be true of the
spectrum auctions. A US experience
suggests, there could be a strong de-
mand for the licences, and the new
licensees could be strategically placed
for the introduction of UMTS (Uni-
versal Mobile Telecommunications
System) services early in the next
century.

The 1 July 1997 legislative pack-
age sets the general rules for market
behaviourand access to services, but
the spotlight is on the spectrum auc-
tions in terms of the future shape and
development of competition in wire-
less communications services in
Australia.
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