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Calendar of 1999 highlights

January

5 January 1999 – ART opens new series of numbers to encourage competition in Azur (shared-cost) and Indigo (local rate) numbers, and Audiotel (shared-revenue) services.

– The government adopts a decree (99-3) amending the decree of 3 February 1993 on radio frequency provision and management fees payable by the holders of licences awarded on the basis of Articles L33-1 and L33-2 of the Posts and Telecommunications Code.

7 January – ART publishes figures from the Mobile Communications Observatory: an outstanding December, with 1,321,200 new customers signing up, meant that France had 11,210,100 mobile telephone users as at 31 December 1998.

13 January – The government adopts a decree on the examination of licence applications for the establishment and operation of public telecommunications networks and for the provision of a telephone service (99-25).

21 January – ART launches a series of round table discussion, starting with a meeting titled "Les Entretiens de l'Autorité" on the theme of "The telecommunications market in Europe and France – 1999 and 2000".

25 January – The European Parliament and Council adopt a multi-annual EU action plan to promote safer Internet use by combating the distribution on global networks of messages with illegal and harmful content.

26 January – ART meets Internet market players in order to study ways of improving Internet access charges.

28 January – ART launches a public consultation on IP telephony.

February

12 February – ART meets mobile operators to begin consultations aimed at cutting incoming call charges.

19 February – ART launches a public consultation on the introduction of UMTS in France.

25 February – ART sets up a monitoring tool, or 'Observatory', to keep track of Internet and cable-delivered telephone access in France.

March

1 March – ART sets out the conditions under which France Télécom can conclude contracts with mass retailers.

– ART rules on a dispute between SFR and France Télécom pertaining to interconnection conditions for incoming calls on the SFR network.

5 March – ART launches a call for comments on the conditions that all operators should respect with regard to the indirect marketing of long-distance telephone services.

8 March – The government adopts a decree (99-162) on the implementation of special social tariffs in connection with the universal service.

9 March – The European Parliament and Council adopt Directive 99/5/EC on radio equipment and telecommunications terminal equipment and the mutual recognition of their conformity.

12 March – ART meets Internet operators once again to poll their views on France Télécom's flat-rate "Internet package" (FF100 for 20 hours online).

15 March – The Conseil d'Etat annuls decree 96-1225 of 27 December 1996 insofar as it approves Article 17 of the France Télécom contractual obligations, which sets price caps on services for which there is no effective competition.

17 March – The government adopts two decrees on encryption (99-199 and 99-200).

23 March – Round two of "Les Entretiens de l'Autorité" is held on the theme of "Telecommunications law: review and outlook".

April

2 April – ART launches a public consultation on local loop unbundling.

– ART responds to the European Commission's Green Paper on frequencies.

9 April – The Conseil d'Etat annuls part of the decree on interconnection.

22 April – Meeting in Brussels of the European Council of Telecommunications Ministers.

23 April – ART proposes opening up the 26 GHz band to the wireless local loop.

May

18 May – ART and INSEE conclude an agreement on the introduction of a tool for monitoring the telecommunications markets.

21 May – ART delivers a conditional favourable opinion on France Télécom's "Internet package" flat-rate pricing proposals.

26 May – ART publishes its guidelines on indirect marketing of long-distance telephone services.

27 May – Round three of "Les Entretiens de l'Autorité" is staged on the theme of "Opening-up to competition and evaluation of costs in the telecommunications sector ".

June

9 June – ART adopts guidelines on preselection.

10 June – ART reiterates the regulations and clarifies its analysis with regard to the use of GSM jammers.

16 June – ART amends its rules and regulations in an effort to clarify the procedures implemented in connection with ART's powers of dispute settlement and penalties.

18 June – ART rules on a dispute between Cegetel Entreprises and France Télécom concerning the interconnection conditions for incoming calls on the Cegetel Entreprises network.

23 June – The European Commission adopts Directive 99/64/EC amending Directive 90/388/EEC "in order to ensure that telecommunications networks and cable TV networks owned by a single operator are separate legal entities".

29 June – At the end of round-table discussions held with the mobile operators, ART announces agreement on an initial cut in incoming call charges of around 20% before 1 October 1999. An assessment of the situation at 31 March 2000 will be made by operators in order to determine the practical details of a further cut that summer.

30 June – By application of Article L.35-3 of the Posts and Telecommunications Code, ART proposes to the minister that the changeover to the new arrangements governing universal service funding be made on 1 January 2000.

July

7 July – ART delivers a conditional favourable opinion on France Télécom's ADSL high-speed Internet access offers.

12 July – ART publishes its annual report for 1998.

– The minister for the economy and the minister for industry approve France Télécom's ADSL offers.

August

3 August – ART launches a call for comments concerning frequency resource planning for professional radiocommunications applications.

25 August – ART publishes a study conducted by a firm of lawyers on network ownership on private premises.

September

1 September – ART delivers an opinion on the draft decree on carrier preselection and amending Article D. 99-16 of the Posts and Telecommunications Code.

15 September – ART establishes its list for 2000 of operators having significant power in the market for telecommunications ("SMP operators").

29 September – The minister for industry adopts a decree on the changeover to the new arrangements governing the funding of costs attributable to universal service obligations, as required by Article L35-3 of the Posts and Telecommunications Code.

30 September – ART publishes its summary of the call for comments regarding IP telephony.

– ART supplements its decision dated 15 September pertaining to its list for 2000 of operators exerting a significant influence on a telecommunications market.

– ART presents the minister with its assessment of the net cost of the universal service.

October

5 October – The government launches a round of public consultations on the information society, entitled "An information society for all: adaptation of the information society's legislative framework".

6 October – ART presents the minister for industry with its calls for applications mechanism for the award of wireless local loop licences.

11 October – ART publishes its summary of the round of public consultations on the introduction of UMTS in France.

10-17 October – The Telecom 99 trade fair, organised by the International Telecommunications Union, is held in Geneva.

27 October – The government adopts a decree amending Article D.99-16 of the Posts and Telecommunications Code on carrier preselection (99-922).

– ART replies to the White Paper on the introduction of digital terrestrial television and radio broadcasting.

29 October – ART publishes its summary of the round of public consultations on local loop unbundling.

November

10 November – The European Commission publishes its fifth report on the implementation of telecommunications regulation.

24 November – The European Commission publishes a recommendation on charges for the interconnection of leased lines in a liberalised telecommunications market.

30 November – The minister for industry publishes the conditions for the awarding of wireless local loop licences proposed by ART.

– Applicants are given two months in which to submit their applications.

– Meeting in Brussels of the Council of Telecommunications Ministers.

December

1 December – ART publishes a first statistical summary regarding the telecommunications services market in 1998.

10 December – ART launches a call for comments regarding simplified numbers.

15 December – ART approves France Télécom's standard interconnection offer for 2000.

22 December – ART meets operators in order to introduce a programme and an implementation schedule for local loop unbundling.

24 December – ART approves France Télécom's international interconnection rates for 2000.

– ART calls on France Télécom to submit for approval before 10 January 2000 all ADSL Internet access offers for those geographical zones not covered by its initial request.

27 December – ART publishes its response to the government's round of public consultations on the information society.

29 December – Bernard Zuber leaves ART to join the national audit commission. He is replaced by Christian Bècle, appointed by the speaker of the National Assembly for a three-year period.

PART ONE: ART ACTIVITIES IN 1999

Introduction: Opinions and decisions issued by ART in 1999

In 1999, ART issued 1,159 opinions and decisions compared with 458 and 1,047 opinions and decisions issued in 1997 and 1998 respectively. The opinions and decisions can be categorized according to their legal significance and area of application.

Guidelines


ART adopted 2 decisions concerning guidelines.

Opinions


ART issued 102 opinions, of which:

( 14 concerned draft legislative or regulatory texts;

( 74 concerned France Télécom's tariff decisions;

( 14 were opinions issued at the request of the competition authority.

Decisions taken on the basis of ART's shared jurisdiction


ART took 73 decisions in the context of the powers shares with the telecommunications minister. They fell into the following three categories, in ascending order of legal significance:

( 61 decisions pertaining to the examination of applications for licences for the establishment of a public network or for the provision of a telephone service;

( 4 decisions concerning proposals for evaluating the cost of the universal service;

( 8 decisions submitted to the minister for approval.

Decisions taken on the basis of ART's own competencies:


ART took 982 decisions that fell within its own competencies:

( 26 decisions with general consequences, classified according to area of application:

· 7 decisions on numbering;

· 5 decisions on frequency resources;

· 3 decisions on ART's organisation and operation;

· 3 decisions on terminal equipment;

· 6 decisions on technical rules;

· 2 decisions on the acceptance of installers.

( 956 individual decisions, classified according to area of application:

· 13 decisions on interconnection;

· 150 decisions on licences for independent networks;

· 11 decisions settling disputes;

· 315 decisions on numbering resources;

· 286 decisions on frequency resources;

· 41 decisions on carrier selection;

· 5 decisions on the appointment of testing laboratories;

· 3 decisions on quality assurance approval;

· 94 decisions on conformity approval and certification;

· 34 decisions on the acceptance of installers;

· 4 decisions on penalties.

Chapter I: Statistical monitoring of the market

Detailed knowledge of the telecommunications markets is essential for assessing the public policies being pursued in this sector and in particular for clarifying ART's decisions. Monitoring is also necessary to satisfy the informational requirements of the operators themselves, the public authorities, all market participants and the general public.

ART already has a number of market-analysis tools at its disposal. The Mobile Communications Observatory, which it publishes each month, and certain external studies conducted at its request (including an annual survey on the service quality of mobile networks), are valuable indicators. ART also establishes consumer baskets making it possible to measure changes to typical fixed and mobile telephone bills. The creation of a tool to monitor telecommunications markets reflects a desire to make more systematic use of a generalised mechanism.

1. Mobile Communications Observatory

In 1999, the mobile telephone market posted remarkable growth figures for the fifth consecutive year – in the region of 84%. More than one in three French citizens now uses a cellphone.

A. Market trends in 1999

As at 31 December 1999, there were more than 20.6 million mobile telephone users in France. More than 9 million of them started using a mobile telephone in 1999, compared with 5 million in 1998.

The mobile telephone market experienced a very slight summer lull in 1999 — the results for the month of July showed an increase on those for June — and its growth rate gathered strong momentum in September. Thus, over the last four months of 1999, an average net gain of more than one million customers a month was observed.

The gains made by the mobile telephone market over the last five years are summarised in the table below:


Number of customers 
at 31 December
Equipment level at 
31 December
% increase in number of customers

1994
803,900
1.3%
-

1995
1,302,400
2.2%
+62%

1996
2,462,700
4.2%
+89%

1997
5,817,300
10%
+136%

1998
11,210,100
19.2%
+93%

1999
20,619,000
34.3%
+84%

B. Performances of the three operators

Contributing as many as 47.8% of new subscriptions in 1999, compared with 45.8% in 1998, France Télécom Mobiles resisted attacks from its two competitors and maintained its position as market leader. In the space of a year, its market share fell by a mere 0.8 of one percent, as opposed to 3.5 percentage points in 1998. The main beneficiary was Bouygues Telecom, which gained 3.2 points, increasing its market share from 12.5% at the end of 1998 to 15.4% at the end of 1999.

As the third operator, Bouygues Telecom attracted 19.4% of all new radiotelephony customers in 1999, compared with 16.7% in 1998.

For its part, Cegetel-SFR saw its cumulative market share fall to 35.6%, representing a drop of 2.3 points. Again, Bouygues Telecom was essentially the beneficiary.

The operators' percentage shares of the total mobile phone base
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As at 31 December 1999, France Télécom, Cegetel-SFR and Bouygues Telecom had broken through the 10-million, 7-million and 3-million customer barriers respectively.

The mobiles market as at 31 December 1999





      Base    (1)
NET GROWTH





Customers
Monthly
%
Last 6 months
%











 FRANCE TÉLÉCOM 








• Itinéris-Ola


9,848,800
1,192,500
13.8%
2,963,300
43%


• Améris (2)


202,200
29,400
17.0%
67,100
50%


 TOTAL


10,051,000
1,221,900
13.8%
3,030,400
43%





















 CEGETEL









• SFR GSM


7,223,800
856,100
13.4%
2,065,100
40%


• SRR (3)


111,000
7,400
7.1%
32,500
41%


 TOTAL


7,334,800
863,500
13.3%
2,097,600
40%





















 BOUYGUES









• Bouygues Telecom 

3,233,200
492,400
18.0%
1,274,200
65%































OVERALL TOTAL
20,619,000
2,577,800
14.3%
6,402,200
45%












Penetration rate (4)
34.3%















(1)  Mobile telephone: a customer is deemed to be anyone owning a SIM card or holding an active prepaid card (i.e. who has made at least one call and has not exceeded the date beyond which it is contractually impossible to receive calls), as registered on the operator's home location register (HLR).

(2)  Améris is a service provided by France Caraïbe Mobiles, a subsidiary of France Télécom.

(3)  Société Réunionnaise du Radiotéléphone, a subsidiary of SFR.

(4)  The penetration rate is obtained by dividing the total number of mobile telephone customers by the population of France, which stood at 60,082,000 according to the INSEE census of July 1999.

C. Additional indicators

1. The share of prepaid services on the market


Prepaid services have developed at a phenomenal rate. France is closing the gap on the European average for prepaid, which now accounts for 45% of the total number of mobile phones in use. Prepaid's share of the total mobile telephone subscriber base for French operators at the end of 1999 is estimated at over 35%.

From the consumer's point of view, prepaid cards are advantageous — despite their high cost — because they obviate the need for either invoices or contracts. From the operator's point of view, it costs less to actually acquire prepaid service customers since the terminals are subsidized to a lesser degree, while the "pay as you go" principle is also beneficial for them. Nevertheless, card holders show less brand loyalty and make fewer calls than subscribers.

One of the consequences of the introduction of prepaid cards has been the drop in average turnover per subscriber.

2. Termination rate

At the beginning of 1999, certain estimates were reporting a provisional figure for terminations of the order of 3 million customers in 1999. In reality, the annual termination rate went up from 22.3% in 1998 to 23.8% in 1999. Winning customer loyalty therefore remains a major challenge for operators.

Graph 4: Termination rate* for France's three mobile telephone operators as a whole

* The annual termination rate is obtained by dividing the total number of terminations by the average number of telephones in use for the year under consideration.
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3. Ongoing network densification

After a year in which network reached saturation, 1999 marked a new stage in radiotelephony network densification in France.

1999 saw the end of the fast-track deployment of the Bouygues Telecom network. By 31 December 1999, the subsidiary of the Bouygues group claimed to cover 97% of the population, compared with 97% and 96% for France Télécom and SFR respectively. Bouygues Telecom thus achieved the target set out in its licence.

It is also worth noting that network densification work on the Itinéris network around Paris was completed in 1999.


However, these satisfying results in terms of radiotelephony network densification should not signal the end of operators' coverage efforts. While they may have achieved significant coverage rates in terms of the population, a new stage should now be envisaged in order to achieve full geographical coverage. In this perspective, the pooling of operator efforts offers one possible solution.

2. Market Observatory

A. Procedure


During 1999, ART concentrated on setting up a "market observatory".

This was a complicated exercise insofar as conditions are rapidly changing: new operators are entering the market, and services and tariff policies are increasingly diversified. Accordingly, a methodical approach is needed. This is why ART has been introducing various, complementary tools for information gathering on a gradual but concerted basis.

Stage one involved the joint establishment with France's national statistical office, INSEE
, of annual information gathering on company activities in the telecommunications services sector. The purpose of this is to provide ART with information on the supply side of the telecommunications services market via global data on turnover, traffic volume, expenditure, and companies' subscriber bases and numbers of lines. Launched in 1999, the first of these surveys focused on the activities of licensees in 1998
. There then followed a complementary survey into the activities of these same operators in the first six months of 1999.

In pursuing such a course, ART called on Article L. 36-14 of the Posts and Telecommunications Code, which allows it to gather this information
. On 9 April 1999, it adopted a decision
 specifying the obligations of the operators in this sphere, but also including commitments on the use made of this data by ART. Thus, no specific information will be either published or used to check whether operators are complying with obligations. This gathering of information will be repeated annually with INSEE and, from the 1999 financial year, will also cover the activities of operators not holding a licence (Internet service providers, data carriers, unlicensed suppliers of telephone cards).

At the same time, ART set up a working party made up of operators, professional associations, the minister for industry (DIGITIP) and INSEE. This working party will be called upon to issue regular opinions on the implementation of the various data collection methods and on the forms of publication being proposed by ART.


A summary of the results of the first annual survey using data for 1998 was published at the end of 1999. An exhaustive document was published in March 2000 grouping these results together in a single volume. Without waiting for the official publication, ART's 1998 annual report, published in July 1999, attempted to estimate the main statistics characterising the telecommunications market (these estimates made it possible in particular to assess overall growth, in nominal and volume terms, and the contribution made by the various markets to this growth).

In the second stage, this statistical monitoring of the operator offer will be supplemented by the introduction of quarterly surveys conducted by ART of the main indicators of operator activity (turnover, fixed and mobile telephone traffic data). These will be conducted on the basis of voluntary participation by operators representing the telecommunications services market as a whole.

For the third stage, ART will establish a mechanism for observing market demand by setting up panels of users. The aim here is to measure user traffic by type of market (fixed/mobile/Internet), household expenditure by type of service (fixed/mobile/Internet/local, long distance and international traffic) and to gauge price changes in the medium term. Data on domestic use in 1999 will be gathered and published. In addition, a detailed specification study is being conducted for the launch of a large-scale panel to allow monitoring of overall usage in the domestic user segment in France. ART will soon be supplementing this mechanism with usage tools (panels and exhaustive surveys) from the two other market segments, i.e. professional and corporate.

Furthermore, surveys conducted on ART's initiative into mobile telephony network service quality will be extended to cover other spheres, such as the Internet and fixed telephony.

Finally, ART will obtain financial analysis instruments, chiefly to assess the impact of its decisions on the accounts, business plans and valuations of operators.

B. Initial results: figures for 1998

The telecommunications services market in 1998


Turnover (in FF million)
(%)
Traffic volume 

(millions of minutes)
Voice traffic volume (4)

(%) 

Fixed telephony
97,817
55.4%
129,854
87.5%

Mobile telephony
25,869
14.6%
10,065
6.8%

Advanced services
9,037
5.1%
7,088
4.8%

Services associated with the telephone service (3)
3,655
2.1%



Including directory enquiries and on-line directories
860
0.5%
1,363
0.9%

All telephone and telematics services
133,583
75.7%
148,370
100%

Leased lines
9,502
5.4%
-
-

Data transport (1) (3)
8,612
4.9%
-
-

Interconnection, special access, "bulk" sales (2)
14,015
7.9%
19,911


Terminals (3)
8,062
4.6%
-
-

Overall
176,569
100%
168,281
-

Source: ART

(1) This service includes Transpac business.

(2) Including repayments between fixed and mobile markets and repayments for incoming international traffic

(3) The main operators in these markets are non-licence-holding companies.

(4) Interconnection-traffic volumes, special access and "bulk" sales are not added to the volumes of services sold to end customers. Interconnection minutes are actually "incorporated" into the services sold to end customers.
In 1998, licence-holding operators from the telecommunications services market recorded turnover of FF176.6 billion, including FF14 billion for interconnection. Traffic volume for voice services totalled 148.4 billion minutes, while interconnection traffic totalled 19.9 billion minutes.
Fixed telephony broadly dominates the telecommunications services market, accounting for 55.4% of total value and 87.5% of the total volume of voice services.

The other market segments, which are smaller, often experience stronger growth than fixed telephony: this is particularly true in the case of mobile telephony (14.6% of the total market in value terms in 1998).
C. Initial conclusions

1. Methodological complexity


The statistical monitoring of markets presents a number of methodological problems resulting from the complexity of the phenomena to be observed. Particular care should therefore be taken when working on the definition and establishment of an observation plan. For example, this is the case when defining the relevant observation framework for the various markets being measured. In any event, some degree of guesswork is inevitable.

2. Assessing qualitative changes 


Certain phenomena are more difficult to assess in quantitative terms than others. For example, when assessing the diversification of services and technological innovation, which together form a fundamental element in the telecommunications sector, we cannot confine ourselves to merely measuring research and development budgets. It might be conceivable to introduce econometric or statistical models enabling these phenomena to be taken into account, but this would entail a great deal of work on methodology. More qualitative studies might also be used that would allow changes to be assessed.


Whatever the case, the use of international comparisons remains a key exercise in establishing a relevant market assessment mechanism.


Over and above the difficulties concerned with methodology, it is worth highlighting the importance of the framework and the resources at ART's disposal in order to establish these indicators.

3. Using existing factors


The first requirement when wishing to implement statistical monitoring is the ability to use existing elements. For example, in the telecommunications sector, ART has been able to draw on the experience acquired by the Mobile Communications Observatory, whose legitimacy is now undisputed, in order to generalise use of the Observatory's methods for the market as a whole.

4. A suitable legal framework


To collect and publish data about the market, the regulator needs to be in a position to encourage the operators to comply with the procedure. Article L. 36-14 of the Posts and Telecommunications Code permits ART to pursue this course, but it also sets out the limitations. Data is therefore published under strict supervision. While dialogue is a vital element for conducting this observation work, by the same token it should be able to comply with a suitable legal framework.

5. Human resources


A dedicated market monitoring team also needs to be set up (more than just study budgets, which do not allow for the same kind of monitoring). To date, it has only been possible to assign three of the 140 ART staff to these duties.

Chapter II: Licences


As at 31 December 1999, there were 92 licensed operators in France: 78 fixed network or telephony operators, and 14 mobile network and services operators.


In addition, 5 operators had obtained licences for wireless local loop trials.

1. Fixed networks and telephony

A. Licence applications examined and licences issued by the end of 1999

As at 31 December 1999, 78 operators had been licensed to set up and operate a fixed public network and/or provide a fixed public telephone service:

· 15 operators licensed to set up and operate a public network without providing the actual public telephone service (L. 33-1 licence);

· 43 operators licensed to set up and operate a public network and provide the public telephone service (L. 33-1 plus L. 34-1 licence);

· 20 operators licensed to provide a public telephone service (L. 34-1 licence).

Fixed licences issued as at 31 December 1999

Type of licence:

1= public network + telephone service ( L.33-1 + L.34-1)

2= public network (L.33-1)

3= public telephone service ( L.34-1)

LEX = trial licence

ALT = licence for operator of alternative infrastructures
Licensed company
Type of licence
Licence title or description
Signed by the minister
O.J. publication

A Telecom
1
 
17/6/98
17/07/98

ADP
1
LEX1
31/07/96
01/08/96

Afripa
1
Satellite
10/3/99
08/04/99

Atos Multimédia
3
 
26/5/99
7/7/99

AUCS Communications Service VOF
1
Full
07/12/99
29/12/99

AXS Telecom
3
Initial request
17/6/98
9/7/98


1
Extension L.33-1
24/03/99
21/04/99

Belgacom France
1
LEX6 (in the name of Belgacom teleport)
7/2/97
6/03/97


1
Revoking of LEX6 – full licence
29/4/98
29/5/98


1
Change of name 
20/10/98
28/10/98


1
Geographical extension
18/08/99
10/09/99

BT France
2
ALT5
6/10/97
24/10/97


2
Extension to French overseas départements
22/11/99
19/12/99

Cable & Wireless
3
Initial request
26/8/98
25/9/98


1
Extension L33-1
22/12/99
18/01/00

Carrier 1
1
Initial request
11/5/99
4/6/99

Cegetel Entreprises
1
LEX3 (in the name of CGRP)
27/12/96
07/01/97


1
LEX7
9/5/97
23/05/97


2
ALT8
14/10/97
11/11/97


1
Revoking of LEX3 and LEX7 – compliance ALT8
11/3/98
19/03/98


1
Extension to French overseas départements
02/12/99
18/01/00

Cignal Global Communications France
3

28/07/99
24/08/99

COLT Telecommunications France
2
ALT3
12/12/96
17/12/96


1
First extension
12/3/98
19/3/98


1
Second extension
13/1/99
7/2/99


1
Compliance ALT3-extension
2/12/99
21/12/99

Completel (ex D2PC)
1

17/11/98
13/12/98

Danup
2
Internet service provider
20/10/99
16/11/99

Easynet
1

6/8/99
27/8/99

Econophone
3

28/7/98
14/8/98

Esprit Telecom
1

12/3/98
19/3/98


1

7/7/98
25/7/98

Estel
1

5/11/98
25/11/98

Eurotunnel Telecom
2
ALT1 in the name of Eurotunnel Développement SA
21/11/96
23/11/96


2
Change of name
29/4/98
12/5/98

Farland Services France
2

20/01/99
09/02/99

Facilicom International
1
Initial request
17/11/98
11/12/98


1
Change of name from FCI Carrier Services
22/2/99
4/3/99

First Telecom
3

17/6/98
9/7/98


1
Full
14/12/99
18/01/00

France Télécom
1

12/3/98
19/3/98

GEC Pan European Crossing (Global Crossing)
2

10/03/99
4/4/99

Gensat
2

6/7/99
3/8/99

Geolink
1

29/06/98
19/07/98

Graphtel
3

16/9/98
7/10/98

Global TeleSystems Europe BV (GTS)
2
ALT7 (Hermès Europe Raitel)
22/10/97
19/11/97


2
Geographical extension
26/8/98
25/9/98

ICS
3

11/2/99
28/2/99

IDT Europe B.V.
3

16/04/99
11/05/99

Informatique Telematique 
1
Initial request
29/4/98
29/5/98


1
Change of name from Infotel
21/4/99
16/5/99

Intercall
3

22/3/99
17/4/99

Interoute Communications France
3

28/7/98
14/8/98

Kapt Holding
1
LEX5 (KAPT)
31/12/96
16/01/97


1

20/10/98
11/11/98


1

30/7/99
15/08/99

Kast
3

2/2/99
19/2/99

KDD
3

23/9/98
22/10/98

Kertel 
1
Full (in the name of Rhodium)
16/4/98
10/5/98


1
Change of name from Rhodium
29/6/98
9/7/98


1
Geographical extension + satellite
25/5/99
16/6/99

KPN Qwest
2
Eurorings Assets France
30/6/99
27/7/99

LCR Telecom 
3

7/7/98
31/7/98


3
Change of name from Golden Line Technology
18/3/99
 

LDI
3

17/6/98
9/7/98

Level 3 Communications
1

23/12/98
20/01/99

Linx
1
Chiefly Internet service provider
09/11/99
5/12/99

Louis Dreyfus Communications
2

8/10/99
4/11/99

Marconi
3

17/2/99
12/3/99

MCN Sat Service
2
Satellite
16/12/98
09/01/99

Mediaréseaux
1

17/6/98
4/7/98

Metromedia Fiber Network France
2
Pan-European network
15/9/99
7/10/99

MFS
2
ALT4
12/12/96
17/12/96


1
ALT4 amendment
16/4/98
10/5/98


1
Extension to the whole of France
16/12/98
12/1/99

Mobicom
3

19/10/98
17/11/98

9 Telecom Réseau 
1
Initial request (Netco)
18/12/97
30/12/97


1
Change of name from Netco
29/6/98
10/7/98

NETs SA
2

06/10/98
27/10/98

o.tel.o Communication
3

3/6/99
30/6/99

Omnicom 
1

18/12/97
30/12/97

One.Tel
3

17/11/98
13/12/98

Phone Systems & Network
3

17/6/98
12/07/98


1
(Extension in 33-1)
10/03/99
09/04/99

Primus
3

29/4/98
29/5/98

Prosodie
3

26/5/98
21/6/98


3
Awarded to a new company
29/10/99
24/11/99

RSL Com
1

12/5/98
30/5/98

SEM Protel
1
LEX8
26/05/97
01/06/97

Siris
1

18/12/97
30/12/97

Star Telecommunications (France)
1
Pan-European network
26/10/99
23/11/99

Storm Telecommunications Ltd
1

27/4/99
18/5/99

Suez Lyonnaise Telecom 
1
LEX4 (AUXIPAR SA)
27/12/96
10/01/97


1
Revoking of LEX4 and full licence 
02/10/98
23/10/98

Swisscom France
1

15/10/99
7/11/99

Naxos (Telcité)
2
ALT6
16/4/98
10/5/98


2
Licence "transfer" to Naxos
24/11/99
21/12/99

Tele 2
1

16/4/98
10/5/98

Telecom Developpement
2
ALT2
28/11/96
01.12.96


1
Full 
18/12/97
30/12/97

Telecontinent
1

16/9/98
6/10/98

Teleglobe
3

30/06/98 
2/8/98


1
Amended to full licence 
2/2/99
19/2/99

Téléport de Marseille-Provence
1
LEX2
27/12/96
07/01/97



Revoking of LEX2
27/04/99
06/05/99

Telia
1

20/7/99
21/8/99

Titan Communications
2

29/7/99
26/8/99

Uniglobe
1

8/7/98
25/7/98

Unisource
1

17/11/98
13/12/98

Viatel Opérations SA
1
"E" request – licensed over 12 regions
5/6/98
2/7/98


1
National extension L33-1
22/11/99
11/12/99

Western Telecom
3

17/6/98
9/7/98

WinStar Communications SA
2

15/6/99
9/7/99

WorldXChange
3

17/6/98
7/7/98

Operators licensed under Article L. 33-1 of the Code as at 31 December 1999

L.33-1

BT France(Alt 5)

Eurotunnel 

Telecom(Alt 1)

Naxos(Telcité))

GTS Europe BV 

(Hermés)

NETs SA

MCN Sat Services

Farland Services France

Global Crossing 

(PEN) France

Eurorings Assets France

(KPN Qwest)

Winstar Communications

Gensat

Titan Communications

Danup

Metromedia Fiber Network

Louis Dreyfus Com

Operators licensed under Articles L. 33-1 and L. 34-1 of the Code as at 31 December 1999

L.33-1/L.34-1

GTS Omnicom
Cegetel Entreprises
SEM Protel (Lex 8)

9 Telecom network
Geolink 
Infotel 

T.D.
Kertel 
Colt

Siris
RSL COM
MFS-Worldcom

Esprit Telecom
A Telecom
Mediaréseaux  Marne

Tele2 France
Uniglobe 
Viatel Opérations

Belgacom France 
Suez Lyonnaise Telecom
Telecontinent

France Télécom
ADP (Lex 1)
Cable & Wireless France

         Kapt Aquitaine (Lex 5)
      Level 3 communication
                           Estel

Phone Systems 

& Network
Facilicom International
Unisource Carrier services

Completel
Afripa
Teleglobe SAS

Storm Telecommunication
AUCS Communications 
Telia

AXS Telecom
Linx
Carrier 1

Easynet
Swisscom


Star Telecommunications

France



First Telecom



Operators licensed under Article L. 34-1 of the Code as at 31 December 1999

L.34-1

Prosodie
One Tel

Western Telecom
Interoute 

Communications

Cignal Communications
Graphtel

Primus France
KDD France

IDT Europe B.V
WorldXChange

LCR Telecom
ICS

LDI
Mobicom

Kast Telecom
Intercall

Marconi
o.tel.o communications

Atos
Econophone

B. Assessment periods


The time taken to assess a licence request is governed by a decree, dated 13 January 1999, transposing Directive 97/13/EC. The following table outlines the average time taken to examine L. 33-1 and L. 34-1 licence requests in 1999.

Type of licence:

   1999 average
ART average time
Average time between transmission and minister's signature 
Average time between transmission and publication in the O.J.*

L.33-1 or L.33-1/L.34-1

(29 applications)
88 days


31 days


57 days

L.34-1

(7 applications)
34 days


15 days


43 days

* Official Journal of the French Republic

Only complete applications received between 01/01/99 and 31/12/99 are counted in the above table (applications received in 1998, but deemed to be complete only in 1999, are also taken into account).


The first point to emphasise is that the average periods shown include non-working days. Average times that take only working days into account would thus be slightly shorter than those calculated.


Moreover, the average takes account of all applications and therefore includes a small number requiring special treatment on exceptional grounds. For example, the average period for L.34-1 involves seven applications, two of which might be deemed exceptional: one necessitating a specific regulatory analysis in order to determine whether the corresponding project actually justified a licence (Atos); the other being disrupted when the group to which the applicant (o.tel.o) belonged was subject to a takeover. Removing these two applications reduces the average to 25 days. Similarly, by exempting two exceptional applications (Gensat, AUCS), the average examination period for L.33-1/L.34-1 or L.33-1 works out at 80 days.


ART has generally kept to within deadlines when assessing licence applications. As the law stands, however, it should be stressed that only complete licence applications can be assessed. Any application that is missing elements will trigger a request for additional information that will delay the start of the application assessment by ART.


As soon as ART has completed its request assessment, the application file is sent to the minister for industry, who then issues the licence. It should be noted that the minister acted upon every single one of ART's proposals in 1999.

Non-transferability of licences


There have been many acquisitions and mergers in the telecommunications sector involving companies that hold a licence under Articles L. 33-1 and/or L.34-1 of the Posts and Telecommunications Code. Problems may arise as a result, particularly when a legal entity holding a licence is taken over by another and ceases to exist legally, or whenever a subsidiary within a same group wishes to transfer its licence to another subsidiary.


Article L. 34-6 of the Code states that "a licence granted to a person under sections 
1 and 2 of this chapter may not be transferred to any other person."


These provisions are reproduced in Article 4 of the authorising decrees that come under Articles L. 33-1 and L. 34-1 of the Code: "The present licence is granted to a specific person and may not be transferred to any other person."


The basis for the intuitu personae character of the licence and, as a result, the impossibility of transferring it between two entities, is therefore contained in the Telecommunications Act of 26 July 1996. Only a legislative or regulatory provision expressly mentioning the possibility of a transfer between two entities may authorise the transfer of a licence. Similarly, whenever a legal entity ceases to exist, any licences it held shall die with it.


As a result, the break-up of the licence-holding company renders the awarded licence null and void. Accordingly, if the new company wishes to carry on the business, it must request a new licence.


On the other hand, as stated in Article L.34-10 of the Posts and Telecommunications Code, the transfer of numbering resources is authorised.


In any event, in accordance with clause p of Article D 98-1 of the Posts and Telecommunications Code, reproduced in the specifications annexed to the authorising decree, licensed operators should inform ART of any amendment to any of the elements listed in the licence request at least one month before its implementation.

C. Fees

Telecommunications operators are subject to the Finance Acts, which specify the fees charged for lodging an application for a licence and the annual charges for the administration and control of licences. A proportion of the sums due is a one-off flat rate payable when the licence is issued, while the remainder corresponds to an annual payment to be made for the duration of the licence.

ART has already highlighted flaws and inappropriate features of the fees mechanism, in particular in its annual report for 1998. These issues should be examined in the European context and in light of the difficulties encountered by certain sectors (notably satellite networks) and by certain regions (French overseas départements) in order to take advantage of the liberalisation process.

Driven by a concern to simplify the mechanism as a whole and, at the same time, forge closer ties with other European countries, ART issued a number of proposals aimed at reforming the fees structure. Moreover, it requested an overall cut in the actual amounts charged. Some of its proposals were included in the 2000 Finance Act. Firstly, fees were abolished for independent radio networks for private and shared use, as were the fees for trial networks lasting less than three years. Finally, the measure with the furthest reaching and most significant consequences halved the level of the annual administration and control fee payable by all holders of licences that come under Articles L.33-1 and L.34-1 of the Posts and Telecommunications Code.

These measures, particularly the halving of the administration and control fee, amounted to a significant cut in the levels of applicable fees. Nevertheless, in order to maintain consistency with current telecommunications markets the fees structure as a whole needs to be reformed: the economics of the fee-based system have been radically altered by the way in which the telecommunications market has taken shape and by the absence of uniform growth.

These various observations prompted ART to formulate a number of proposals as a natural progression of the 2000 Finance Act and may result in an amended version of Article 45 of the Act.

FEES PAYABLE BY LICENSED OPERATORS IN PURSUANCE OF

ARTICLES L. 33-1 AND L. 34-1

(Finance Act no. 86-1317 of 30/12/86, amended in particular by Article 36 of the 1997 Finance Act, Article 22 of the 1998 Finance Act, 
and Article 38 of the 2000 Finance Act)

The holders of licences governing telecommunications services and networks covered by Articles L.33-1 and L.34-1 of the Posts and Telecommunications Code are subject to the payment of an application fee
, payable when the licence is issued
, and an annual licence administration and control fee, of a similar amount, payable on 1 December each year for the duration of the licence, in accordance with the table below.

Coverage area
Article concerned by the licence*
Network's coverage area >

5 regions 
Network's coverage area 

≤ 5 regions
Network's coverage area

≤ 1 region
Network's coverage area

≤ 1 département 
Network's coverage area
1 city of 

≤ 100,000 inhabitants at most

L. 33-1 
FF1,750,000
FF500,000
FF250,000
FF100,000
FF50,000

L.33-1 with call for applications
FF3,500,000
FF1,000,000
FF500,000
FF200,000
FF100,000

L.34-1
FF750,000
FF300,000
FF150,000
FF100,000
FF50,000

L. 33-1 satellite
FF250,000

L. 34-1 using a satellite-only network
FF250,000

The amounts shown in the above table correspond to both the application fee payable by the operator when submitting its application and the administration and control fee payable annually.

* If the coverage area of a licence issued in accordance with Articles L.33-1 and L.34-1 of the Posts and Telecommunications Code is the subject of an extension request, the application fee for this licence amendment is equal to the difference between the amounts applied for the amended coverage area and the coverage area prior to modification.

The holders of licences issued in accordance with Articles L.33-1 and/or L.34-1 of the Posts and Telecommunications Code pertaining to networks or licensed telecommunications networks or services of an experimental nature of less than 3 years' duration are exempted from the initial application fee and from the administration and control fee.

The amounts for the fees shown in the above table apply to 2000; the figures for 1999 were published in the 1998 annual report.

2. Wireless local loop


The process of introducing the wireless local loop in France passed an important milestone on 30 November 1999 when the minister for industry launched a call for applications in the 3.5 GHz and 26 GHz bands. This came as the result of an ART proposal via the decision of 6 October 1999
.

The new mechanism for calls for applications is the culmination of work that began in 1997, applying a pragmatic and progressive procedure based to a large extent on dialogue with the operators. It also draws on the lessons learned by ART from the wireless local loop trials launched in mid-1998.

A. A pragmatic and progressive method, in collaboration with operators

Using contributions to the round of public consultations launched at the end of 1996 by the former posts and telecommunications ministry, in the first half of 1997 ART drew up proposals for the introduction of the wireless local loop. These proposals identified the 3.4-3.6 GHz and 27.5-29.5 GHz frequency bands for point-to-multipoint systems and suggested a mixed system of national and regional frequency allocation. On 20 October 1997, they were presented to the Radiocommunications Advisory Committee and received a positive response. Nevertheless, the operators recommended the organisation of a preparatory trial phase.

In accordance with these recommendations, ART decided to adopt a progressive approach and allocate frequencies in the 3.4-3.6 GHz and 27.5-29.5 GHz bands during an initial, interim stage – on a non-guaranteed and revocable basis – in order to allow the operators to experiment temporarily with wireless local loop point-to-multipoint systems.


This trial phase was launched by the ART decision of 8 April 1998
 and extended, at the request of the operators, until 31 December 1999 by the decision of 4 December 1998
. All in all, some 26 trials were licensed throughout France, half of which for both frequency bands. This corresponded to 26 frequency allocations by ART and the examination of five (ultimately successful) requests for temporary licences from operators that did not at that time hold a licence.


Furthermore, ART took account, along with the operators, of changes to the industrial and regulatory context of the wireless local loop at European level. The 1998 launch in several countries of calls for applications involving the wireless local loop, chiefly in the 26 GHz band, prompted ART to raise the possibility – at the Radiocommunications Advisory Committee meeting of 11 February 1999 – of opening up the 26 GHz band to point-to-multipoint systems and the impact this would have on plans for the organisation of this band.

At the Committee's suggestion, ART organised a round table on this issue involving all operators on 29 March 1999, in association with the Professional Telecommunications and Electronics Industries Group (GITEP) and the National Frequencies Agency. The operators voiced a clear preference for opening up the 26 GHz band to point-to-multipoint systems, although this should still take into account the needs of point-to-point systems in this band. They also stressed the importance of introducing the wireless local loop quickly and of awarding each operator a sufficiently large proportion of the spectrum.

At the same time, ART opened discussions with the French armed forces, which owned the rights to half the 24.5-26.5 GHz band, with a view to identifying the extent to which it could access additional frequency resources within this band. These discussions culminated in an agreement, concluded officially on 26 November 1999 by the armed forces and ART, for the exchange of frequencies in the 26 GHz and 28 GHz bands.

In light of the results of the round table meeting and the progress made in talks with the armed forces, on 1 April 1999 ART proposed to the Radiocommunications Advisory Committee the principle of amending the plans for the organisation of the 26 GHz band with a view to opening it up to point-to-multipoint systems. The Committee welcomed this proposal.


Finally, on 22 June 1999, ART presented the Radiocommunications Advisory Committee with the main findings of the wireless local loop trials and a general framework identifying a number of possible options in respect of calls for applications.

On the basis of the views expressed at the meeting and the trial results, ART issued an opinion on three calls for applications for the establishment and operation of public wireless local loop networks in the 3.5 GHz and 26 GHz bands.

This opinion was presented to the Radiocommunications Advisory Committee on 14 September 1999 and was received favourably.


On 6 October 1999, ART delivered its decision
 in which it proposed to the minister for industry the publication of its notice of calls for applications (see annex). This opinion was published by the minister in the Official Journal of 30 November 1999
.

B. Main conclusions from the trials


ART's organisation of trials involving point-to-multipoint systems in the 3.5 GHz and 28 GHz bands enabled it to draw a significant number of conclusions for its preparation of calls for applications involving the wireless local loop. The main conclusions are outlined below. A large proportion of those concerning the 28 GHz band may be assumed to apply equally to the 26 GHz band.

The overall assessment of the trials is conclusive, confirming the maturity of the wireless local loop systems. The availability of recently perfected, high-speed, point-to-multipoint symmetric technologies was highlighted by this preparatory phase, which focused more on these technologies (operating in the 3.5 GHz and 28 GHz bands) than on existing low-speed systems in the 3.5 GHz band.

Nevertheless, these observations should be qualified in the case of asymmetric technologies in the 28 GHz band, i.e. ones that use different quantities of ascending and descending frequencies, because these still appear to be at the technical development stage and are thus incompatible with any attempt at rapid deployment.

With regard to the rapid introduction of the wireless local loop, the trials also highlighted the drawbacks of the 28 GHz band compared with the 26 GHz band on account of lingering doubts at the European and world levels about the technical conditions for the future co-existence of terrestrial systems and satellite systems in the 28 GHz band. As mentioned above, this situation led ART to consider opening-up the 26 GHz band to point-to-multipoint systems within the framework of the symmetric frequencies plan used in this band.


In addition, the trials made it possible to clarify what contribution the deployment of point-to-multipoint systems could be expected to make.

They appear to show that short-term deployment should allow two things: first; the development of symmetric medium to high-speed service offers (in particular, leased lines operating at nX64 kbit/s to nX2 Mbit/s) mainly targeting small and medium-sized enterprises (SMEs) in urban and suburban areas; and second the development — albeit to a lesser extent — of low-speed service offers (of around 144 kbit/s) aimed at high-use domestic users and microbusinesses. The tests conducted in this regard confirm a level of quality comparable with that of wireline technologies.

The wireless local loop therefore appears to be an efficient means of introducing effective competition on the high-speed Internet access market and could contribute to the emergence of voice/data convergence services.

The measurements taken during the trials also highlight the speed and flexibility with which point-to-multipoint systems can be installed. This confirms the wireless local loop as a vector for the rapid deployment of significant transmission capacities over the local loop by alternative operators while, at the same time, allowing a progressive increase in investment.

Furthermore, the tests also enabled an initial evaluation of frequency requirements for the deployment of wireless local loop networks. In the case of point-to-multipoint systems alone, these have been estimated at between 14 and 28 MHz duplex in the 3.4-3.6 GHz band, with an allocation of 14 MHz duplex appearing to be the minimum. In the 28 GHz band, at around 112 MHz duplex, a bandwidth of 56 MHz duplex, as used within the framework of the trials, appears to be the minimum value.

The tests also illustrated the benefits of allocating frequencies in the 3.5 GHz band and in the 28 GHz band to the same operator insofar as the different physical characteristics of these frequency ranges could justify complementary usage: frequencies in the 28 GHz band could be used to serve more built-up areas or customers whose capacity needs are higher, while the broader range of 3.5 GHz systems can be used to cover wider geographical areas or areas where traffic density is lower.


Finally, the large number of trials conducted shows a high level of operator interest in these systems. Operators report that the trials enabled them to push ahead with their plans to deploy wireless local loops, and they consider the speed with which such wireless loops can be introduced as paramount to their success. It can also be noted that most trials are conducted by operators already active in telecommunications at the national or multi-regional level.

Licences issued as at 31 December 1999
for wireless local loop trials

Licensed company
Licence title or description
Signed by the minister
O.J. publication 

EGN BV

2/6/99
30/6/99

FirstMark Communications France 

19/10/98
8/11/98


Extension of WLL trial 
26/11/99
23/12/99

Formus Communications France
WLL trial 
10/03/99
7/4/99


Extension of WLL trial 
26/11/99
23/12/99

Informatique Telematique 
Wireless local loop trial 
17/9/98
 


Extension of WLL trial 
26/12/99
23/12/99

Skyline
 
28/7/99
21/8/99


WLL+ telephone service 
27/9/99
13/10/99


Extension of WLL trial 
26/11/99
23/12/99

C. Description and explanation of the calls for applications framework

1. General mechanism for introducing the wireless local loop in France

The procedures governing calls for applications in the 3.5 GHz and 26 GHz frequency bands constitute just one of the components of the more general framework defined in 1997 by ART for the introduction of the wireless local loop in France, based on the results of the round of public consultations launched in 1996.

This more general mechanism also provides for the allocation of frequencies in other bands for the deployment of technologies that are particularly well-suited to connecting subscribers who live in remote or low-density areas. These frequencies are available to any operator that requests them when making its application.

Thus, ART has chiefly assigned DECT frequencies to France Télécom, particularly in the départements of Corrèze, Finistère, Côtes d'Armor and Gard and on the islands of Corsica, Martinique, Guadeloupe, Réunion, Guyana and Saint-Pierre et Miquelon.


The purpose of the call for applications in the 3.5 GHz and 26 GHz bands is to introduce the recently developed point-to-multipoint technologies. Trials have demonstrated how particularly well suited they are for providing high-speed services in urban and suburban areas.

2. Description of frequency resources 


In order to identify frequency resources for new wireless local loop technologies in France, ART adopted a steadfastly European approach taking account of the market's industrial realities and frequency usage in France.


The 3.5 GHz and 26 GHz bands are among those identified at the European level by the European Conference of Postal and Telecommunications Administrations (CEPT) for the introduction of the wireless local loop. Thus, the CEPT recommendation – ERC/Recommendation 13-04 E (Tallin 1998) "Preferred frequency bands for fixed wireless access in the frequency range between 3 and 29.5 GHz" – identifies the 3.5 GHz, 10 GHz, 26 GHz and 28 GHz bands as the preferred frequency bands for these systems.


The 10 GHz band is not available in France for the wireless local loop. ART is not empowered to allocate frequencies in the 10.15-10.30 GHz band, while the 10.50-10.65 GHz sub-band is operated by France Télécom as part of its public-service obligation to provide radio relays for network protection purposes.


The 3.5 GHz band chosen for the call for applications is, however, currently occupied by a series of audiovisual transport radio relay systems operated by Télédiffusion de France (TDF) in metropolitan France. However, talks between ART and TDF resulted in a plan for the accelerated release by TDF of 30 MHz duplex in a timescale compatible with calls for applications on the wireless local loop. TDF will be gradually freeing up these frequencies until the end of 2001 as long as the operators make a financial contribution to this end. ART will ensure that this release goes ahead in conditions compatible with the deployment of the wireless local loop.

It emerged from the trials that the 26 GHz band has two advantages over the 28 GHz band. Firstly, it allows faster introduction of the point-to-multipoint systems than the 28 GHz band for which there are lingering doubts at the European and world levels about the technical conditions with regard to the co-existence of terrestrial systems alongside future satellite systems in the same band. These doubts are seriously slowing down the timetable for equipment availability. Secondly, it corresponds to a bigger market owing to the fact that several other European countries have already opted for the 26 GHz band. 


In metropolitan France, ART has 700 MHz duplex available in the 26 GHz band after concluding an agreement with the armed forces that involved an exchange of frequencies between the 26 GHz and 28 GHz bands. This gives ART access to more resources in the 26 GHz band. ART has split its available channels into two segments in order to respond to the needs of calls for applications involving the wireless local loop and to the declared needs of public network operators and independent network operators for the deployment of coordinated point-to-point frequencies. It has therefore set aside 448 MHz duplex for calls for applications and 252 MHz duplex for hop-by-hop allocations.

ART cannot allocate the 26 GHz band for fixed services in the départements of Guyana, Guadeloupe and Martinique. However, this band is of lesser interest in French overseas départements than in metropolitan France because propagation conditions in this frequency range are affected by rainfall.


The use of sections of bands remaining to ART in the 28 GHz band following the exchange of frequencies with the armed forces in the 26 GHz and 28 GHz bands may be envisaged at a later date, if the need arises, once the technical conditions for their use have stabilised.


The total quantity of frequencies set aside for calls for applications involving the wireless local loop is therefore 30 MHz duplex in the 3.4-3.6 GHz band and 448 MHz duplex in the 24.5-26.5 GHz band in metropolitan France. In French overseas départements, where the available frequency resources differ from those of the mainland, ART has plans to open up 84 MHz duplex in the 3.4-3.6 GHz band.

3. Why have calls for applications?

The finite nature of the available spectrum imposes an intrinsic limitation in terms of the number of operators at any given point insofar as it is not technically possible for several operators to share the same frequencies to deploy point-to-multipoint systems in the same location. This situation is not specific to the technologies that exist for the 3.4-3.6 GHz and 24.5-26.5 GHz bands, but affects most technologies that use radio frequencies, most notably GSM-standard mobile telephony systems.

Furthermore, the trial phase for point-to-multipoint systems in France and calls for applications involving the wireless local loop already organised in other countries, particularly in Europe, have also served to highlight the large number of operators interested in deploying these technologies in view of the total amount of available resources. This assessment was fully borne out by the large number of applications submitted to ART in connection with the calls for applications launched on 30 November 1999.

Under these conditions, the calls for applications for the establishment and operation of wireless local loop networks in the 3.5 GHz and 26 GHz bands are intended as a means of selecting operators for the deployment of wireless local loops in objective, transparent and non-discriminatory conditions, making it possible to ensure the conditions for effective competition.

This complies with the framework set out in Articles L.33-1 V and L.36-7 (1) of the Posts and Telecommunications Code. Establishing and operating public networks using radio frequencies is contingent on holding a public network operator licence issued by the telecommunications minister, and on being assigned frequencies by ART. Owing to the constraints imposed by frequency availability, the Code provides for a call for applications procedure. The conditions governing that procedure are published by the telecommunications minister on a proposal from ART.


ART conducts calls for applications and publishes the results in accordance with the Posts and Telecommunications Code, Article L.36-7 (1) of which states that ART "conducts" "the selection procedure" and "publishes" "the report and reasoned outcome". This publication will take place before 31 July 2000.

With regard to the procedure covering the whole of metropolitan France, if the selection criteria appear, upon examination, to be insufficiently respected in the projects presented by the applicants, ART may decide to propose to the minister that licences should not be issued or should be amended, and that frequencies should not be allocated.

The defined procedure states that applicants chosen at the end of the selection procedure and that were not previously holders of a licence for the establishment and operation of a public network, will receive a licence from the telecommunications minister according to the terms of Article L.33-1 of the Posts and Telecommunications Code, as well as Article L.34-1 if they plan to provide a public telephone service.

It also states that selected applicants that already hold a licence for the establishment and operation of a public network will have their licence amended by the telecommunications minister to incorporate the provisions resulting from the report assessing the call for applications.


The licences for the establishment and operation of a public network and for providing a public telephone service are then issued or amended by the telecommunications minister, in accordance with Articles L.33-1 and L.34-1, under the following conditions.

4. Principles followed by ART when drafting the calls for applications framework

The plans make provision for three calls for applications seeking two national operators in the 3.5 and 26 GHz bands, two operators in each of the 22 metropolitan regions in the 26 GHz band, and two operators in each of the four overseas départements in the 3.5 GHz band. It therefore allows a total of 54 frequencies to be allocated, i.e. a maximum of 54 operators, with four wireless local loop operators in every region.

The frequency allocation plans also endeavour to ensure that each operator has a sufficiently large quantity of frequencies for providing medium to high-speed services to a sufficient number of customers. Essentially, it does this by providing 15 MHz duplex in the 3.5 GHz band and 112 MHz duplex in the 26 GHz band for operators selected across the whole of metropolitan France, and 112 MHz duplex in the 26 GHz band for operators selected in each of the metropolitan regions.


Finally, the applicant selection methods use a comparative submission procedure. The main selection criteria include the ability to stimulate competition on the local loop for the benefit of users, the requirement that they should contribute to the development of the information society and of high-speed services, and the scale and speed of wireless local loop deployment.

5. Explanation of the choice of frequency quantity per operator in calls for applications in metropolitan France

The frequency allocation mechanism chosen by ART appeared to offer the best guarantee for a balanced approach. This choice is explained below for each class of allocation:

a) 2 allocations, each of 15 MHz duplex, in the 3.5 GHz band coupled with 112 MHz in the 26 GHz band;

b) 2 additional allocations, each of 112 MHz duplex, in the 26 GHz band;

c) mixed use of the channels in the 26 GHz band, at the operator's discretion, for point-to-multipoint and point-to-point systems, but firm encouragement to deploy essentially point-to-multipoint systems.

a. Two allocations of 15 MHz duplex in the 3.5 GHz band coupled with frequencies in the 26 GHz band


The quantity of spectrum available in the 3.5 GHz band allows either 30 MHz duplex to be assigned to a single operator or 15 MHz duplex to two operators, each operating in adjacent channels. An allocation of 14 MHz duplex appears to be a minimum for the deployment of wireless local loop point-to-multipoint systems.


The choice of 15 MHz duplex has the advantage of allowing the frequencies to be allocated to two operators instead of one.

However, the trials have shown that an allocation limited to 15 MHz duplex in the 3.5 GHz band would be insufficient for the provision of medium or high-speed services, particularly in densely populated areas, even though a spectrum quantity such as this might be deemed adequate for the provision of low-speed services in sparsely populated zones. The narrowness of 15 MHz duplex would therefore imply, for allocations limited to the 3.5 GHz band, that 30 MHz duplex should be allocated to a single operator. Nevertheless, these 30 MHz would make it impossible to achieve customer densities and capacity levels comparable with those that can be achieved in the 26 GHz band.

Furthermore, in France the economic benefits of an allocation of frequencies limited to the 3.5 GHz band are also lessened by the constraints resulting from TDF's occupancy of this band. Any operator confined to the 3.5 GHz band is effectively penalised by the fact that TDF will release frequencies only gradually, subject to operators' contributing financially to the additional costs incurred by TDF as a result of having to accelerate the restructuring of its network.


This situation has led to grave doubts being expressed as to the effective interest that operators would have in being allocated frequencies limited to the 3.5 GHz band.

On the other hand, the choice of 15 MHz duplex as a value in the 3.5 GHz band would dispel these doubts if supplemented by the simultaneous allocation of frequencies in the 26 GHz band. When consulted about such an allocation, the operators welcomed the idea.

Operators' interest in coupling frequencies in the 3.5 GHz band with frequencies in the 26 GHz band was further confirmed by the trials conducted in France and, at the same time, by the results of the call for applications in Germany
. The additional deployment of systems in both frequency bands allows an operator to envisage broader geographical coverage and to diversify its commercial targets. Moreover, mixed allocation in the two frequency bands will also allow operators to deploy wireless local loops rapidly in areas where the channels assigned in the 3.5 GHz band have not yet been released by TDF.

It therefore appears that a procedure making no definite provision for a coupling of frequencies in the 3.5 GHz band with frequencies in the 26 GHz band would make it very difficult in practice to allocate frequencies in the two bands to the same operator. Indeed, it would reduce to one the potential number of operators able to access the 3.5 GHz band, insofar as a frequency allocation to one operator confined to the 3.5 GHz band would be contingent on it being given the entire 30 MHz duplex available. Allocating these frequencies in the 3.5 GHz band to an operator that is also the recipient of frequencies in the 26 GHz band would then introduce inequality between the operators — even the sponsors of projects of comparable scale — that would appear to run contrary to the aim of establishing a level playing field for all operators.

It is doubtful whether any applicants would be interested in participating in this procedure because an allocation procedure confined to frequencies in the 3.5 GHz band would lose some of its appeal. The development of the wireless local loop in the 3.5 GHz band would thus be rendered uncertain at the very moment when this band is open in most European countries and has aroused the interest of operators, as confirmed by the trials conducted in France.

Moreover, such a procedure would engender risks related to TDF's shouldering the financial burden of releasing its frequencies. These risks would be incompatible with the guarantees needed by this company if it is to immediately embark upon this operation.

Consequently, a mechanism paving the way for a fifth frequency allocation confined to the 3.5 GHz band has been ruled out. In any event, the interest of such a move had already been diminished by the fact that, relative to the limited resources available, a large number of frequency allocations had already been provided for in the call for applications.

The coupling of the 3.5 GHz and 26 GHz bands provided for in the call for applications across metropolitan France therefore appears to offer the best way of reconciling the technical and financial constraints of freeing up the frequencies currently occupied by TDF in the 3.5 GHz band with the aims of developing balanced competition between the operators and of rapidly deploying wireless local loops in the two frequency bands across the whole of France.

This mechanism cannot be designed separately from the provisions set out in the call for applications aimed at guaranteeing effective deployment of point-to-multipoint systems in the two bands by the operators to whom these frequencies are allocated. Indeed, in the event of non-compliance with their deployment commitments in either of the two bands, these operators would face sanctions in pursuance of Article L.36-11 of the Posts and Telecommunications Code that may lead to the frequencies being withdrawn.

However, it should be noted that the framework established for calls for applications does give any operators interested solely in deployments in the 26 GHz band the possibility of submitting applications within the framework of the procedure for the allocation of frequencies in the 26 GHz band that are not paired with frequencies in the 3.5 GHz band.

b. Two complementary allocations of 112 MHz duplex in the 26 GHz band


In total, and at any given point in metropolitan France, ART makes provision for four allocations of 112 MHz duplex in the 26 GHz band, two of which are coupled with frequencies in the 3.5 GHz band.

112 MHz duplex appears to be the value best able to reconcile the requirement that point-to-multipoint and point-to-point frequencies be available in the 26 GHz band with the aim of having a sufficiently large number of allocations of possible frequencies.

Such a value actually offers several advantages over a value of 168 MHz duplex, which would be another possibility: firstly, it allows four allocations at a given point in the 26 GHz band, whereas the choice of 168 MHz duplex would allow only three; and secondly, it encourages greater optimisation of spectrum use by the operators. The value of 168 MHz duplex may appear to be a relatively large spectrum quantity for initial deployments, even though it has the advantage of ensuring the availability to operators of resources for the deployment of point-to-multipoint systems and, at the same time, high-speed point-to-point systems — including within heavily populated areas — and makes it possible to better anticipate the development of high-speed services.

In any event, a quantity of 84 MHz may prove to be relatively narrow for the deployment of point-to-multipoint systems in the most densely populated zones. Moreover, it does not appear to be compatible with the deployment of point-to-point bundles in the 26 GHz band at the same time as point-to-multipoint systems.

c) Mixed use of channels in the 26 GHz band by point-to-multipoint and point-to-point systems


Trials have shown the complementary needs of point-to-multipoint systems and point-to-point systems in the 26 GHz band for operators of the wireless local loop.

ART has decided that the channels allocated in the 26 GHz band may be used, at the operator's discretion, for the simultaneous deployment of point-to-multipoint systems and point-to-point systems.

The parameters chosen for the call for applications reflect the incentive to deploy essentially point-to-multipoint systems — which constitute the major innovation of the wireless local loop — through the selection criterion pertaining to the deployment of wireless local loops that concerns only point-to-multipoint systems.

ART opted for this solution as opposed to two other possibilities: separate allocation of specialist channels for point-to-multipoint and point-to-point; and the hop-by-hop allocation of frequencies for point-to-point in the channels shared by all the operators of public networks and the operators of independent networks.

The allocation to the same operator of point-to-multipoint/point-to-point mixed channels has the advantage of allowing optimisation of point-to-multipoint and point-to-point distribution in the 26 GHz band in line with the operators' actual needs. Conversely, any attempt to specify the use of the allocated channels before the fact introduces a rigidity that may prove detrimental to the efficient use of the spectrum.

Furthermore, the hop-by-hop allocation of frequencies for the deployment of point-to-point systems on shared channels has serious drawbacks. Such a mechanism requires a frequency allocation request to be submitted to ART for each individual connection and each request has to be subjected to prior verification of its technical feasibility. There is therefore no guarantee for the operator of the wireless local loop of effective frequency availability at any given point. Depending on the location, the available resources may be occupied by other operators of public networks or by operators of independent networks.

6. Explanation of the choice of geographical division for frequency allocations


Frequency allocations covering the whole of metropolitan France meet a demand from operators that was confirmed by the companies that conducted trials and, at the same time, by the progress of calls for applications on the wireless local loop in other European countries, notably Germany.


In addition, they correspond to the growing needs of the market, in particular for the connection of customers located at multiple sites spread across the whole of France.

The special circumstances surrounding the 3.4-3.6 GHz band, which is occupied by TDF, is ultimately an argument in favour of allocations in this band covering the whole of metropolitan France. Any allocation covering a regional area would only add to the complexity of the conditions for the deployment of wireless local loops by the operators in this band by adding geographical coordination constraints at the borders between regions to the existing coordination constraints arising out of the agreement with TDF. In addition, an allocation that covers the whole of metropolitan France allows better administration of the timetable for deployment across the territory as a whole and of the associated financial contributions to TDF to cover the cost of releasing frequencies, in accordance with the rate at which TDF connections are to be released nationally.


Furthermore, regional allocations of frequencies in the 26 GHz band allow preference to be given to the development of projects characterised by a strong local focus. This mechanism will also contribute to the existence of a dynamic and open market for the wireless local loop equipment by allowing a large number of wireless local loop operators.


Choosing regions rather than smaller administrative areas makes it possible to limit the geographical coordination constraints between operators of the kind that would lead to inefficient use of the spectrum.

3. Mobile communications

A. Licences in preparation or issued by the end of 1999


As at 31 December 1999, 14 operators held a mobile licence in France:

· 3 operators holding a GSM licence for the whole of metropolitan France;

· 3 paging service operators;

· 2 operators of personal communications services via satellite;

· 4 operators present in the French overseas départements and territories;

· 1 local operator;

· 1 operator specialised in telephone service access on board aircraft.

Operators holding a mobile licence as of 31 December 1999

Mobile operators

Dauphin Telecom 
Kapt

Société Réunionaise

du Radiotelephone
France Câbles et Radio (FCR)

France Télécom 
France Télécom Mobiles

(paging)

SFR
TDR

(paging)

St. Martin Mobiles
Infomobile

(paging)

Bouygues Telecom
France Caraïbes Mobiles

Iridium Italia Spa
TE.SA.M.

Mobile licences issued as at 31 December 1999

Licensed company
Licence title or description


Signed by the minister
O.J. publication

Bouygues Telecom 
DCS F3
8/12/94
4/1/95


Amended DCS licence 
17/11/98
18/12/98

Dauphin Telecom 
Saint-Martin Téléphone
19/10/98
17/11/98


Licence in place of St. Martin Téléphone
10/03/99



Amended to full
10/02/00
11/03/00

France Câbles et Radio
TFTS
23/02/95
21/03/95

France Caraïbe Mobiles
AMPS
12/3/91
27/3/91


GSM DOM 2
14/6/96
16/7/96



22/9/98



Amend GSM DOM 2
03/09/99
06/10/99

France Télécom
GSM F1
25/3/91
26/3/91


Bi Bop (Pointel)
27/11/91
30/11/91


Aircom satellite

21/02/92
18/03/92


Maritime radio
12/09/96
29/09/96


Amend GSM licence
17/11/98
18/12/98

France TélécomMobiles1800
DCS R1
8/12/94
4/1/95

France Télécom Mobiles Radiomessagerie
Ermes E1
26/11/93
17/12/93

Infomobile
Ermes E3
26/11/93
17/12/93



28/9/98


Iridium Italia S.p.A

28/10/98
10/11/98

KAPT
CT2 - CAI (PROLOGOS)
27/04/95
11/05/95

Saint Martin Mobile

4/7/91
26/7/91

SFR 
NMT
22/2/88
21/4/88


GSM F2
25/3/91
26/3/91


DCS R2
8/12/94
4/1/95


Amend GSM licence 
17/11/98
18/12/98

Sté Française de Transmission de Données par Radio TDR
Ermes E2
26/11/93
17/12/93

Sté Réunionnaise de Radiotéléphone
GSM DOM 1
23/2/95
30/3/95

TDF
Operator
3/07/87
5/07/87

Telecom Systems Mobiles
Alphapage
13/11/87
14/11/87

TESAM (Globalstar)

17/11/98
11/12/98


A total of 23 mobile licences had been issued as at 31 December 1999.

B. Round table on incoming calls

At the beginning of 1999, ART convened a meeting of the three mobile operators – France Télécom Mobiles, SFR and Bouygues Telecom – along with France Télécom to discuss the price of incoming calls, i.e. calls made from fixed to mobile telephones. The first meeting was held on 12 February and the process concluded on 29 June 1999 following detailed discussions, at the end of which ART published its analysis and recommendations.

1. Context

In accordance with the licences held today by the three mobile telephone operators, the retail prices of calls made from a fixed telephone to a mobile are determined by the mobile operator, not the fixed operator. This special rule was adopted back in 1991 in order to promote the development of mobile telephony. Today, the revenue that the mobile operators receive from incoming calls accounts for roughly a third of their turnover.

By virtue of a dispute-settlement decision adopted by ART on 1 March 1999
, the mobile operator sets the interconnection rate that France Télécom has to pay it as remuneration for terminating the call on the mobile network.

The level of charges for incoming calls, which has remained unchanged in France for several years, is slightly above the European average, while the level of charges for outgoing calls is among the lowest in Europe. These two situations are of course related.

At the same time, there has been a rapid expansion in the international re-routing of calls made from a fixed telephone to a mobile. For historical reasons, and on account of the quota attributed to France Télécom for calls emanating from abroad, including those made to mobiles, the call termination charge paid to the mobile operator has generally remained at a low level in the region of FF0.3 per minute. This amount is certainly well below the real cost borne by the mobile operator. Some fixed telephony operators are thus taking advantage of this anomaly by internationally re-routing calls made from a fixed telephone in France to a mobile that is also located in France.

2. ART's analysis


When analysing this situation, ART decided to aim in principle to:

( reduce the level of incoming charges for the consumer's benefit;

( eliminate the benefit of international call re-routing, an artificial phenomenon induced by a situation of imbalance;

( not compromise the development and still-delicate economic balance of the mobile operators;

( make allowance for the different situations of the three mobile operators — especially in terms of structure and presence in the marketplace — so as to maintain the conditions for balanced competition.

On the basis of these principles, ART adopted the following positions:

( With regard to retail prices, it asked the mobile operators to make an initial cut in their incoming call charges in accordance with a timetable and procedures to be determined freely by each of them. In ART's view, a cut of around 20% before 1 October 1999 was desirable. The operators would again assess the situation as at 31 March 2000 in order to determine the procedures for a further price cut the following summer.

( Where call termination charges are concerned, ART recommended the following:

- two immediate measures: a sharp rise in the termination charge for calls from abroad to a mobile in order to help curb the interest of re-routing calls internationally; and, for national calls, a cut in the payments received by France Télécom and the mobile operators proportionate to the fall in retail prices;

- in the long run, a re-adjustment of the charge for terminating international calls bringing it in line with that for national calls.

( With regard to the arrangements governing the setting of charges for incoming calls, ART felt that a return to a common law framework would be preferable in the medium term in a context of convergence between the fixed and mobile sectors. However, amendments to the licences of mobile operators in this regard will require the simultaneous introduction of a carrier selection facility for mobiles in order to ensure genuine competition in this area. This provision was set out in the decision approving France Télécom's standard interconnection offer for 2000.

The positions adopted by ART were reflected primarily in a cut of around 20% in the prices charged by the three mobile operators for incoming calls, within the recommended timescale. France Télécom Mobiles implemented this price cut in July 1999; SFR followed suit in September; and Bouygues Telecom did likewise in October.

Price of incoming calls as at 1 November 1999


Cost of the first minute
Cost per additional minute




Peak 
Off-peak
Weekend

Itinéris
FF2.376
(incl. VAT)
FF2.376 (incl. VAT)
FF1.188
(incl. VAT)
FF1.188 (incl. VAT)

SFR 
FF2.380 (incl. VAT)
FF2.380 (incl. VAT)
FF1.190
(incl. VAT)
FF1.190 (incl. VAT)

Bouygues Telecom 

- subscription

- Nomad
FF2.380 (incl. VAT)

FF3.20 (incl. VAT)
FF2.380 (incl. VAT)

FF3.20
(incl. VAT)
FF1.190
(incl. VAT)

FF1.60
(incl. VAT)
FF1.190 (incl. VAT)

FF1.60 (incl. VAT)

C. Survey on service quality in mobile telephone networks

For the third consecutive year, ART carried out a survey of service quality in mobile telephone networks. The purpose of this survey is both to assess the quality of the service offered by these networks in France as perceived by users on a day-to-day basis, and to check that the regulatory obligations in terms of service quality are being respected.


As in 1998, the 1999 survey concentrated on the three GSM networks operated in metropolitan France by France Télécom Mobiles, SFR and Bouygues Télécom. The measurement campaign was carried out by the Directique consultancy over a six-week period between mid-September and late October. More than 30,000 mobile-phone calls were made under normal conditions.

The methodology and specifications were defined by a working group made up of the mobile operators, consumers associations and users associations.

1. New features


The 1999 survey differed from those of previous years. Generally speaking past surveys had revealed that GSM services in metropolitan France offered a satisfactory degree of availability, but the results were averaged out and thus gave no indication of differences between different sized towns and the various road axes.


In 1998 it was decided that subsequent surveys should be restructured to more accurately reflect normal conditions of use.


Consequently the emphasis this year was placed on the representative nature of the survey sample and the methodology with regard to market characteristics, user habits and the real distribution of traffic.

· a. Changes in the sample

The sample was built up on the basis of segmentation by geographical zone and time-of-day criteria.

Segmentation by geographical zone made it possible for the first time to gauge the perceived service quality in the densest zones. To this end, three types of zone were identified:

- "very dense" zones in the 10 largest cities (the city centre plus busier outlying districts such as airports and along the main urban roads);

- other "dense" zones of these same cities;

- and towns and cities of between 5,000 and 400,000 inhabitants. Towns with a population of 5,000-20,000 had not previously been surveyed.


The samples were distributed in such a way that the quality of the network service could be assessed at both peak and off-peak times.

In addition, for the first time, service quality was assessed on board high-speed trains, the Paris regional railway system (RER) and on suburban commuter trains.

While the road network (main roads and motorways) was not covered in this year's survey, in-car measurements were taken on the streets and main roads of towns and cities.

· b. Changes to the methodology


The survey methodology was also changed in a number of respects.

For the first time, measurements were taken randomly across the test zones; the measurement sites were not selected solely on the basis of the coverage of the three networks as they had been in previous years.

Moreover, each of the three networks was tested using two different types of handset: one that could be used on all three networks; and a network-specific telephone corresponding to the best-selling packs marketed by each operator.

Finally, another new feature of this year's survey was the introduction of "mobile-to-mobile" tests in the measuring campaign.

2. Main findings of this year's survey

This year's survey confirmed that the quality of mobile telephony in France is generally high in all urban areas irrespective of size.

It also provided answers to some of the questions that arose last year, in particular with regard to the impact of peak traffic on service quality.

The survey results tell us two things:

(
in very large cities of more than 400,000 inhabitants, failure-to-connect and cut-out rates at peak times are roughly double what they are during off-peak periods, and this irrespective of the operator in used;

(
in smaller towns no saturation phenomena were noted. Successful communication rates in these towns for all times of day are equivalent to those measured in the largest towns of more than 400,000 inhabitants at off-peak times.

Where the quality of the service measured on board trains is concerned, while the situation differs depending on the operator, overall it is less good and doubtless requires a greater effort to be made in terms of coverage.

D. Radio paging


Radio paging enables users to receive a call indicator (beep) or messages made up of numbers or alphanumeric characters on beeper or pager devices. Sales grew rapidly in France in 1996 and 1997, but then declined in 1998 and continued to fall in 1999.

1. Market situation

The precarious situation of the radio paging market in France was further underlined in 1999. The total customer base plummeted by 20%, almost 500,000 people, in the space of a year. However, this overall view conceals quite different situations for the three operators.

The radio paging market in France from 1998 to 1999




1998
1999
Net growth
%









TDR
ERMES

520,590  
0  
-520,590  
-100%










ERMES

210
0  
-210  
-100%


POCSAG
Tatoo, Expresso
1,636,710  
1,666,130  
29,420  
1.8%

FTMR

Bip+
40,620  
30,820  
-9,800  
-24%


RDS

16,980  
11,920  
-5,060  
-30%


Total FTMR

1,694,520  
1,708,870  
14,350  
0.8%










ERMES

222,760  
242,990  
20,230  
9.1%

Infomobile
FLEX

0  
1,190  
1,190  



Total Infomobile
222,760  
244,180  
21,420  
9.6%










TOTAL RMU
2,437,870  
1,953,050  
-484,820  
-20%


Penetration rate
4.1%
3.3%



The Tam Tam service ceased on 1 November 1998, and Société Française de Transmission de Données par Radio (TDR), which had more than 520,590 customers at end 1998, ceased trading altogether on 17 December 1999. Its licence was withdrawn, at its own request, on 27 January 2000.

Total growth in user numbers for France Télécom Mobiles Radiomessagerie (FTMR) was less than 1% in 1999 (+14,350).

· FTMR lost its remaining ERMES users when it dropped this standard in 1999.

· The number of users of RDS – a technology using FM sub-carriers – fell by 30% (to 11,920).

· The number of users of the POCSAG standard using the Bip+ service at 87.39 MHz fell by 24% (to 30,820).

· The number of POCSAG users in channels of the 466 MHz band (Tatoo and Expresso services) rose by less than 2% (29,420). Because advertising ceased in 1999 for subscription-free "general public" services, this rise can probably be put down to the Expresso subscription services.

Infomobile acquired 21,420 new users in 1999, a growth rate of almost 10% (+21,420 users).

· The ERMES customer base grew by more than 9% (20,230 new users).

· The number of people signed up for FLEX(, however, totalled just 1,190 one year after its launch, illustrating the difficulty of implementing a technological diversification policy on a less than buoyant market.

· As for FTMR, most of the growth was generated in corporate subscription services while no attempts were made in 1999 to push subscription-free "general public" services.

2. A radio paging market in transition

The massive development of mobile telephony coupled with very low user access charges and an emerging SMS service resulted in the total disappearance of mass-market customers in 1999.

Faced with this situation, the radio paging operators had to find a way of cutting network operating costs and attracting new subscribers, and had to come up with technical and commercial solutions better able to make radio paging services both attractive and profitable. They adopted various strategies to that end:

(
TDR withdrew from the market altogether;

(
Infomobile opted for technical diversification and refocused on the corporate market;

(
FTMR refocused on the corporate market.

Some of the preferred solutions had only mitigated success:

(
Technical diversification, the solution chosen by Infomobile, which it dubbed FLEX( and whose aim was to end the subsidies on terminals for general public users, did not have the expected results in a context where the non-corporate market had all but disappeared.

(
Standardisation of the return channel, a technical solution increasing the range of radio paging services and making them more reliable, failed to drum up the expected level of support from manufacturers, operators and the member states in the European bodies concerned (ETSI
 and the CEPT's radio committee
). However, while it has been impossible to obtain a directive on this solution, it can still be implemented on a voluntary basis within the CEPT countries.

Other solutions have met with more success:

(
Refocusing on a different customer base: the fact that radio paging still attracts corporate customers highlights its economic advantages over mobile telephony.

(
Value-added services: the simple message transfer service offered by radio paging does not meet all the requirements of a demanding corporate user base. Above and beyond existing value-added services (share price information, targeted information services, etc.), services need to be devised that are capable of meeting highly diverse needs, ranging from the automatic transmission of alarm signals and remote actuation (remote control of pumps, high- and medium-voltage switches, stolen vehicle immobilisers) to file downloading and remote viewing technology.

E. Third-Generation Mobile Telephony

1. Third-generation mobile systems

Third-generation (3G) mobile systems will enrich the mobile services offer considerably as the networks are upgraded to offer new functions and capabilities such as high-speed data transmission.

Compared with existing mobile networks, which were primarily designed to provide a low throughput voice service based on circuit-switching technology, the 3G networks should provide users with access to a wide range of new services. Leading the way among these will be high-speed Internet access as a result of the gradual introduction on the mobile networks of packet-switching technology.

The ITU's 1992 World Radiocommunications Conference allocated, at world level, the 1885-2025 MHz and 2110-2200 MHz frequency bands, a total of 230 MHz, for use with third generation mobile services (IMT 2000). The largest part of this band (170 MHz) is reserved for the terrestrial component, with the sub-bands of 1980-2010 and 2170-2200 MHz (60 MHz in all) earmarked for the satellite component.

At European level, in June 1997 the CEPT's Radio Committee (ERC) specified a so-called "core-band" for 3G systems: 155 MHz for the terrestrial component (the 170 MHz reserved by the ITU, less 15 MHz for DECT use) and 60 MHz for the satellite component.

The European Parliament and the Council adopted a decision in December 1998 on the coordinated introduction of mobile systems in the EU by virtue of which […] "Member States shall take all actions necessary in order to allow [...] the coordinated and progressive introduction of the UMTS services on their territory by 1 January 2002 at the latest and in particular shall establish an authorisation system for UMTS no later than 1 January 2000."

As part of the standardisation work for which it lays down the general guidelines, the ITU selected five terrestrial radio interfaces for third-generation mobile systems and these therefore bear the imt 2000 label. umts is the preferred version for the 3gpp, the standardisation forum bringing together a number of standardisation institutes from Europe (etsi), Japan (arib, ttc), Korea (tia) and the United States (t1), and which drafts the technical specifications. The European Commission recommended that within the EU the 3G networks should comply with one or more terrestrial radio interface standards from the imt 2000 family and that at least one of the networks should comply with the UMTS interface. umts should ensure a satisfactory level of compatibility with GSM systems.

2. The key stages in 3G systems planning in France

More than two years ago, France, in line with its leading European partners, began to explore the best way of introducing a new generation of mobile systems as of 2002. These new systems were to be the natural successor to the existing GSM systems and would make it possible to offer as many people as possible a vast and highly diverse range of new services.

a. Reminder of the work done by the CCR/UMTS group

An expert working group was set up within the Radiocommunications Advisory Committee (CCR) in January 1998 to write a report identifying the key elements for the successful introduction of third-generation systems: licence awarding procedures, timetable for licence awards, release of frequencies and identification of services. The group presented its proposals in September 1998.

b. The public consultation on the introduction of UMTS

The recommendations of the CCR/UMTS group included an invitation to launch a wide-ranging public consultation aimed at better identifying the stakes of future mobile systems, especially in terms of markets and services, and at specifying the conditions for the awarding of licences.

The public consultation was launched in February 1999 and ended in May 1999. It gave more than 30 market players active in the sector, including manufacturers and operators, a chance to have their say. A synthesis of the results of the consultation was published in October. Three main conclusions were drawn:

· doubts continue to surround the emergence of new networks and mobile services. These doubts concern usage, the perception of the market for mobile multimedia services and the technical aspects relating to standardisation, with the associated difficulty of not knowing the economic conditions in which these systems will be introduced;

· notwithstanding the above, there is a general air of optimism with regard to the chances of third-generation systems bringing together the worlds of mobile communications and the Internet to form one of the key components of the information society;

· quite specific expectations in terms of regulations: the general requirement being for flexibility (because of the inherent uncertainty) albeit protecting the interests of the operators – which will have to bear the brunt of the heavy and long-term investment – and of the service and content providers – which will be called upon to play a central role in offering the consumer an enhanced range of services.

The consultation process confirmed a convergence of views on several points: number of licences and geographical coverage, timetable for licence awards, preference for systems complying with an ETSI-defined standard, amount of the spectrum to be allocated per operator, organisation of the selection process by "beauty contest" rather than auction, and the seamless transition from GSM to 3G systems.

On the basis of what was learned from the consultation, as well as subsequent discussions within the CCR and more targeted contacts with various market participants, ART managed to formalise the contents of the proposal for the operator selection process, which it will be submitting to the minister.

3. Regulatory framework for the introduction of third-generation mobile systems

a. Justification of the use of a call for applications


In accordance with the provisions of the Posts and Telecommunications Code, the number of licences may be limited owing to technical restrictions due to the scarcity of frequencies (Article L. 33-1 (V)).

In view of the limited amount of spectrum available for the first few years, together with the number of frequencies to be allocated to each operator and the number of companies potentially interested in having a licence, there are relatively few frequencies available for third-generation mobile systems.

It should be noted that Finland, the first country to have awarded 3G licences, received 15 requests for just four licences. In the United Kingdom, 13 candidates officially applied for five licences. Spain has received six requests for four licences.

The provisions of Article L. 33-1 (V) of the code therefore apply for the awarding of licences for the establishment and operation of third-generation mobile systems.

b. ART's proposal to the telecommunications minister


Article L. 33-1 V of the code stipulates that "[…] the telecommunications regulatory authority shall propose the terms and conditions governing the licensing procedure, which shall be published by the telecommunications minister."


On 7 March 2000, ART presented the telecommunications minister
 with the proposed terms and conditions for awarding third-generation mobile licences in metropolitan France.

The primary aims of this proposal, which retains the principle of a beauty contest to compare applications, are as follows:

· promote the development of the mobile multimedia market in a way that conforms to the expectations of the majority;

· ensure compatibility with existing mobile systems;

· permit the optimal use of the available parts of the spectrum;

· respond to concerns regarding investment, employment and regional development.

Finally, given the number of frequencies available for 3G systems in the specified bands, the number of licensed operators for a given geographical zone will be limited to four. It should be noted that this does not preclude the awarding of other licences at some future date as and when new frequencies become available.

F. Satellite Personal Communication Systems (S-PCS)

1. First-generation systems

So-called first-generation S-PCS essentially offer mobile telephony services. Iridium Italia and TE.SA.M, the French agents for Iridium and Globalstar, were licensed by the minister for industry on 28 October and 17 November 1998 following the decisions taken by ART the previous spring. However, no applications were made for licences in 1999.


There has been little at global level to encourage new licence applications in this area. The optimism generated by the S-PCS projects until 1998, which resulted in investor euphoria on the Nasdaq in New York, soon gave way to a bleaker outlook following the setbacks suffered by Iridium and ICO.


Iridium, a project headed up by America's Motorola Corporation, was the first system to come on line, in November 1998. However, initial commercial results were way below what had been forecast and in August 1999 the lead company in the consortium, Iridium LLC, sought protection from its creditors under Chapter 11 of the Bankruptcy Reform Act, whereby debt repayments are temporarily suspended. In March 2000, the company was placed in liquidation.


ICO, the consortium set up by the international organisation Inmarsat, also had to resort to Chapter 11 in August 1999, before it had even launched its first satellite. However, a few months later a rescue package put together by Craig McCaw was accepted by the US courts, thus holding out the hope that the consortium could commence operations in 2002, two years behind schedule.


The Globalstar consortium, led by the US company Loral and including TE.SA.M (a joint venture between France Telecom and Alcatel), ran into difficulties in 1998 when 12 satellites were lost as a result of a failed launch. However, it did not experience any major financial problems in 1999 and was subsequently able to complete its constellation of 48 satellites. With a view to the system entering commercial service in early 2000, ART passed a decision on 22 December allocating frequencies to TE.SA.M.

2. Second-generation systems

The so-called second-generation systems currently under development will provide multimedia services (voice, images, data), at speeds of up to 155 Mbits/s to users equipped with fixed terminals. There are a large number of possible applications, the main ones being video communications, high-speed data transfer and Internet access.


They will use either low-orbit satellite constellations or new generations of geostationary satellites, or a combination of the two in order to gain maximum benefit from the advantages offered by the various technologies.


The main two systems currently being developed are Teledesic and SkyBridge.


Teledesic was behind the very ambitious project launched in 1995 by Bill Gates and Craig McCaw for the launch of 288 satellites at an estimated cost of EUR9 billion, using frequencies in the Ka band (18-30 GHz). However, the consortium appears to have made little progress in terms of technical development since 1998 and is having trouble raising the necessary funds. The project remains on the drawing board and nobody seems to know if it will ever come to fruition.


The SkyBridge project, with an estimated cost of around EUR4 billion, is managed by an international consortium led by the French group Alcatel. It will use frequencies in the Ku band (10-18 GHz) and commercial launch is scheduled for 2002 when the first 40 satellites will be in operation. In 2003, the constellation will consist of 80 satellites covering the entire surface of the globe with the exception of the North and South Poles.

On 30 July 1999, following an application by the company SkyBridge Communications Par Satellites' for a licence to be the French operator of the SkyBridge system, ART published notice in the Official Journal of a call for comments "concerning the awarding of a licence for a broad band satellite communications service". Issued out of a concern for transparency, this call invited comments from all existing or potential users of the Ku band and sought to clarify the stakes concerned with the emergence of broadband satellite systems.

This consultation process revealed a general consensus about how this issue should be handled, with none of the respondents questioning ART's proposed methodology. Where the use of frequencies is concerned, a number of contributors called ART's attention to the need to preserve the interests of terrestrial operators using radio relays in the Ku band.

ART carefully examined all observations and, on 24 December, took a decision
 proposing to the minister for industry that SkyBridge Communications Par Satellites should be awarded a licence for establishing and operating a public network and providing a public telephone service. The minister awarded this licence in an order dated 9 February 2000
.

4. Independent networks and radio installations


The Posts and Telecommunications Code defines independent networks as networks reserved for private or shared use as opposed to public networks. The Act of 26 July 1996 stated that ART would be responsible for examining licence applications and awarding licences according to the terms of Article L. 33-2 of the code. Independent networks that are not covered by this regime may be set up freely by application of Article L. 33-3.

A. Network licences awarded by application of Article L. 33-2

In 1999, ART adopted 278 decisions on independent networks, of which 150 concerned licences (up 24% on 1998) while 121 concerned the allocation of frequencies associated with licences for independent networks using frequency resources (up by 36%). The biggest rise was recorded in radio relay and wireline networks, and, to a lesser extent, in PAMR ("3RP") networks. The other types of network returned stable figures, with the exception of SNGs which registered a strong decline.

Independent network licences



Satellite

PMR Ins

RR

Mixed
Total
% in

1 year


Wire IN

SNG

VSAT
 
Mob Sat

3a

other





Decisions in 1999
27
12
9
0
3RPC=7

RPN  =1

PU    =2
2RC = 7

3R2P=19
58
Wire+RR=7

3R2P+RR=1
150
24.0%

Allocation of associated frequencies
-
-
-
-
11
31
80
6
128
36.2%













1998 figures
21
27
8
0
11
22
32

121
19.8%

(1997 figures)
14
16
10
1
6
12
42

101














Application fee in FF thousands
670
400
180
-
3
31.5
50
121
1,455.5














Total licences
430
66
46
1
3RPC=3

RPN  =1

LOC  =1

PU  =10
85
250
8
900


Breakdown of decisions per licence type:


New



103


Amended


  38


Revoked


    5


Renewals, transfers

    4

Breakdown of decisions on licences per sector

Administrations

  46
o/w26 municipalities and 15 higher education 




institutes

Health



  15

Services


  14

Transport


  23

Telecommunications

  29
o/w VSAT, SNG and operator service offers

Industry


  14

Other



    9

1. Wireline independent networks

Wireline independent networks are subject to licensing once the network extends beyond 1,000 metres.

Of the 34 decisions (24 new licences and 10 amendments) concerning solely wireline networks (27) or mixed networks (7), 15 (14+1) were in favour of municipalities and 7 (2+5) were for higher education and research establishments.

Requests by municipalities seeking to establish infrastructures as part of their regional development policies are covered by Article L. 1511-6 of the general code governing territorial authorities arising out of Article 17 of General Principles Act no. 99-533 for sustainable regional development and development of 25 June 1999.

2. Fixed-service radio networks

In 1999, 65 decisions (58+7) concerned radio relay networks (RR). This type of network is essentially of interest to companies or administrations that wish to interconnect buildings for high-speed data transmission. The decisions were essentially in favour of higher education (13 networks: 8+5), municipalities (8 networks: 7+1), the health sector (14 networks), industry (7), services (9) and transport (6).

The general technical and operating conditions for the 24.5-26.5 GHz band for fixed-service point-to-point connections were modified in 1999, and most of the networks licensed in the last two months of the year used links in this frequency band.

3. Professional mobile radio networks

a. Network tariffs

In late 1999-early 2000, the rules governing tariffs for private professional mobile radio networks (PMRs) were made much more flexible.

The 2000 Finance Act axed the application fee that had been charged each time a licence was requested (FF3,000 for shared-use networks, FF1,000 for private networks and FF500 for temporary networks or licence amendments). The tariff decree was subsequently modified, simplifying the provisions governing fees.

This simplification concerned 15,000 (or 40%) of private mobile radio networks. It set an annual flat rate of FF500 per 12.5 kHz channel used for networks with no fixed stations, i.e. those using walkie-talkies with no relays or radio bases.

A flat-rate per-channel tariff system was also introduced for other types of network, especially local networks used by installers and leasers (RPX, local trunked networks), a concept created by ART in its decision of 17 November 1998
. For networks of this kind, licensed on the basis of regional coverage, an annual flat-rate fee of FF12,500 per 12.5 kHz channel is charged for a zone corresponding to a French administrative region, e.g. Ile de France.

These simplifying provisions were a continuation of the initiatives taken by ART in 1998 for radio installations operating at frequencies not allocated to their users. These include localized radio paging installations (25,000 networks) and simplified professional radiocommunications equipment (RPS) (40,000 pieces of equipment) which are now no longer subject to individual licensing, taxes or fees.

b. Networks using trunked 3RP technology for commercial use

Trunked PMR commercial (3RPC) networks were grouped together in late 1998 under the Régiocom banner, this name subsequently changing to Dolphin Telecom in early 1999. Work continued on inter-network compatibility for the creation of a single national network to optimise the use of this technology.

c. Independent private radio networks (2RC and 3RP)

For this type of network there was one licence renewal request, 13 new licence requests and 12 requests for licence amendment. There is a continued need for this kind of network, albeit at a relatively low level.

d. Digital trunked private mobile radio networks (RPN)

The installation of the national digital network infrastructure using Tetra technology continued throughout 1999 as Dolphin Telecom pushed ahead with its nationwide service plans. The network was expected to open for commercial use in the second quarter of 2000. ART adopted a decision amending the licence simply to take account of the name change from Régiocom to Dolphin Telecom.

ART also continued to work towards the introduction of digital PMR as it examined requests to set up regional and local private networks using digital (Tetra or Tetrapol) technology.

e. Other types of network

In 1999, ART received requests to operate RPX-type networks of networks. This new concept of a network for installers and leasing parties came into being as a result of the decision of 17 November 1998, approved by the telecommunications minister and published in early 1999. Applications were still being examined at the turn of the year.

Because these are large-volume user networks, no major developments were recorded in 1999 (one amendment and one new emergency mobile network created by the national hospitals centre).

4. Independent satellite networks

There were nine decisions pertaining to VSAT networks in 1999, roughly the same number as in 1998 (eight).

The particularly high level of requests to operate SNG-type temporary video independent networks in 1998 was largely attributable to the fact that France staged the football world cup that year. The significant fall in the number of applications in annual terms in 1999 therefore came as no surprise.

B. ART's activities regarding the networks governed by Article L. 33-3

The networks governed by this article use frequencies that are not specifically allocated to their users.
 The conditions for the use of these networks are set out in the ART decision applying the terms of Article L.36-6 (4) of the Posts and Telecommunications Code, published in the French Official Journal after approval by an order of the telecommunications minister.

1. Short-range business radio (RPS)


RPS networks use low-power limited-range walkie-talkies. Equipment of this type is sufficient to meet the simple requirements of professional or semi-professional users, especially in the leisure industry.


These networks were initially authorized to use three frequencies. Harmonisation at European level resulted in eight channels being earmarked for this kind of use in the 446-446.1 MHz band, known as "PMR 446".

As things stand, the band in question is authorized over six channels
. The remaining two channels, currently used by the French rail operator SNCF, will soon be released. Some 500 networks had to be displaced in order to free up the 446-446.1 MHz band. The SNCF networks will shift into frequencies currently occupied by other independent networks. A procedure will be put in place to cover the cost to network owners of altering their equipment in order to free up channels. This procedure is currently being negotiated by ART and the National Frequencies Agency which manages the fund for the reconfiguration of spectrum use.

2. Radio local area networks (RLANs)

a. RLAN at 2.4 GHz

The harmonized frequencies band in Europe for this kind of equipment is 2400-2483.5 MHz. However, at national level, the French armed forces currently operate in this band and they can therefore impose restrictions on use (request for authorisation, use of just one part of the European band) in accordance with the provisions of the order of 24 July 1995. These restrictions arise from the fact that this band is occupied by sensitive installations whose operation could be jeopardized by neighbouring RLAN use.

The table below shows the number of authorisations given since 1997.


Total 1997
Total 1998
Total 1999

Requests for authorisation received
338
488
749

Authorisations given directly without armed forces agreement
226
293
450

Request for authorisation passed on to armed forces
112
195
299

Armed forces agreement
103
186
280

Armed forces refusal
1
4
9

Response of armed forces still pending
0
5
10

Applications not followed up by applicant
8
1
0

The progress being made in negotiations with the National Military Frequencies Office, aiming to ease the regulatory constraints, could soon result in an agreement allowing the unrestricted use of the 2446-2483.5 MHz band inside buildings using equipment with power ratings of no more than 100 mW, and in public areas using equipment with power ratings of no more than 10 mW. The Bluetooth working group – made up of manufacturers, ART and the armed forces, seeking to establish a standard for wireless equipment interconnection across the whole 2400-2483.5 MHz band – has not yet come up with any tangible results.

b. Hiperlan at 5 GHz


European decision ERC/DEC/99(23) of 29 November 1999 concerning the harmonisation of frequency bands for high-performance RLANs identified the 5150-5350 MHz and 5470-5725 MHz bands for this type of equipment. In order to ensure compatibility between such equipment and the mobile satellite networks that operate in the same band, use of 5150-5350 MHz is restricted for in-building applications only at a power rating of no more than 200 mW. The 5470-5725 MHz band is authorized for internal and external use but with power restricted to 1 W.

A decision is currently being drafted in association with the armed forces and other bodies empowered to assign use of the portion of the spectrum concerned.

3. Short-range devices (SRD)

These products are characterized by a low-power emission (less than 100 mW) and essentially consist of transmitters and receivers for the wireless transmission of analogue and digital signals.

a. Devices operating in the 868-870 MHz band

Devices operating in this band are used for general industrial remote control, remote metering and remote alarm applications, and for the protection of vulnerable people via home-help devices for the elderly and disabled.


With regard to the scrapping of sub-bands for general use, ART amended its frequency allocation decision of 21 October 1998
 to allow for the introduction of broadband technologies for applications of this kind. This amendment was in line with European recommendation T/R 70-03 on the use of SRDs.

b. Audio transmission devices


These devices, operating in the 863-865 MHz band, are used for wireless links between pieces of audio equipment (hi-fi's) and listening devices (loudspeakers, headphones).


On 24 September 1998
, ART specified the frequency band reserved for such devices and the conditions for their use in accordance with annex 12 of European recommendation T/R 70-03.

4. Road traffic information systems


These systems are intended for use with road traffic information applications. European decision ERC/DEC/(92)02 earmarked the 5795-5815 MHz bands for connections between the road infrastructure and vehicles and the 76-77 GHz band for vehicle radar systems. The 63-64 GHz band also identified in this decision is still being standardized.


At the national level there are plans to allocate in early 2000 the 5795-5805 MHz band for remote toll systems and the 76-77 GHz band for road vehicle radar systems. These two bands may only be used within metropolitan France.

5. Amateur radio

a. Amateur radio user certificates
The new regulatory framework for amateur radio, which marked the beginning of a process of administrative simplification for amateur radio in 1998, took shape in early 1999 with the awarding of provisional certificates. The new regulation came fully into force with the development and implementation on 1 September 1999 of the new computer videotext and management application AMAT V2; a module-based examination system was set up and in late 1999 the 18,000 registered amateur radio operators received the new, single radio operator's certificate with their individual perpetual call sign (subject to payment of the annual tax).

At the request of the two main national amateur radio associations, ART, in agreement with the CNIL, the national data-protection agency, reviewed the regulatory framework governing amateur radio operators wishing to remain anonymous in their field and thus benefit from the provisions of amended Act no. 78-17 of 6 January 1978 on computing, files and privacy. This amendment provides for the publication of all registered call signs in order to limit the fraudulent misuse of the call signs of legally authorized amateur radio operators
.

ART sent out some 40,000 individual letters, directly or indirectly, to amateur radio operators in 1999 and oversaw 850 individual examination modules.
b. The repeal by the Conseil d'Etat of ART's decision setting out the conditions for the use of amateur radio installations and the awarding of certificates, and its consequences

A judgment of the Conseil d'Etat dated 26 January 2000 revoked the order of 14 May 1998 approving ART's 17 December 1997 decision 
 setting out the conditions for the use of amateur radio installations and the awarding of certificates. Another decision of the same date
, arising out of the first decision and concerning examination programmes for amateur operator certificates was not revoked by the Conseil d'Etat but was simply rendered null and void as a consequence. The decision
 allocating frequency bands for the operation of amateur radio installations was not affected by the annulment and became definitive.

The Conseil d'Etat considered that provisions 2, 3 and 4 of the above-mentioned decision no. 97-453 making the use of amateur radio installations dependent upon the obtaining of a certificate, and setting out the conditions for the awarding of these certificates were irregular from the point of view of the competencies concerned, given that Article L.90 of the Posts and Telecommunications Code states that "the telecommunications minister shall determine by order the categories of radio broadcasting installations whose operation requires the possession of an operator certificate and the conditions for holding such a certificate". The Conseil d'Etat also considered that Article 13, establishing a sanctions procedure, was illegal because ART is not empowered by any text to issue regulatory provisions in this area.

The Conseil d'Etat finally considered that these provisions were indissociable from the other provisions of the decision and therefore revoked the order approving the decision.

As the legislation currently stands, competency in matters concerning amateur radio is shared between the telecommunications minister by virtue of Article L.90 of the Posts and Telecommunications Code and ART on the basis of Articles L.36-6 (4) – which states that "the conditions for the use of the networks mentioned in Article L.33-3" shall be determined by ART – and L.36-7 (6) – which accords ART the right to "allocate frequency resources to operators and users (…).

Finally, no authority is specifically empowered by French law to issue the call signs referred to in the ITU regulations.

ART feels that a legal amendment modifying the existing mechanism and clearly establishing the roles of each party is required. However, it also feels that emergency measures should be taken to respond immediately to the concerns of the amateur radio community. In this regard, it should be stressed that existing personal certification will not be withdrawn as a result of the repealing of the order.

ART has written to the minister voicing these concerns and inviting him to immediately issue an order, within the same legal framework and on the basis of Article L.90 of the Posts and Telecommunications Code, determining the nature of examination programmes and the conditions for the awarding of amateur radio operator certificates.

Chapter III: Frequency and number assignments


One of the regulator's central roles is to manage and allocate resources in transparent and non-discriminatory conditions in a sector where market development is such that a large proportion of these resources must be made available.

1. Frequency management

Under the Act of 26 July 1996, ART is responsible for allocating frequency resources to operators and users of civil radiocommunications and for managing and allocating audio and television transmission frequencies.

A. European and international work

ART participates in a number of working groups at European and world level and delegated an increasing number of staff in the run-up to the World Radiocommunications Conference held in May 2000. The work done, in particular with regard to the harmonized use of frequencies at European level, has made it possible to identify and open up new frequency bands in France for civil radiocommunications systems.

The attendance of ART representatives at meetings concerning frequency coordination in border regions resulted in a sharing agreement with the UK administration in the 410-430 MHz band and draft coordination agreements with the Italian and Monaco administrations with regard to mobile telephony and professional networks in the UHF range. As a rule, these agreements are intended to facilitate and optimise the use of the frequencies allocated to ART in French border regions.

B. National work

ART's national work has mostly centred on examining frequency allocation requests, participating in ministerial working groups and the commissions of the National Frequencies Agency, and continuing to collaborate with the mobile operators.

1  Examining frequency allocation requests

In 1999, ART adopted 100 decisions allocating frequencies to operators and users.

Two decisions
 concerning the use of frequencies for auxiliary radio broadcasting equipment by audiovisual professionals were published in September. A decision of 3 March 2000
 modified the decision of 22 September 1999 allocating national frequencies for the operation of auxiliary radio broadcasting equipment.

The conditions for the use of the 26 GHz band were also set out in a decision
 in 1999 taking into account the channel requirements of the wireless local loop.

In addition, a new version of the guidelines for the use of fixed service frequency bands was presented to the Radiocommunications Advisory Committee. The comments and observations received helped ART draft the proposed changes, to be presented in 2000, in the use of the fixed service frequency bands.

2 Contribution to the work of the advisory committees set up by the National Frequencies Agency

In 1999, ART continued to participate in the work of the advisory committees set up by the National Frequencies Agency. The regulator and the other bodies charged with allocating frequencies in France were thus able to:

· modify the national frequency band distribution table: the first change, published in the Official Journal of 30 December 1999, made it possible to identify the different channels used in certain frequency bands;

· help prepare the French position in international negotiations on radioelectric frequencies;

· organise the talks required to reconfigure the frequency bands to make way for new civil radiocommunications services such as UMTS and, where necessary, to finalise the individual agreements between frequency allocation bodies;

· prepare those dossiers eligible for support from the spectrum reconfiguration fund. These dossiers are of particular concern to ART with regard to the reorganisation of frequency bands 1.4-1.5 GHz and 1.9-2.1 GHz;
· facilitate the radioelectric compatibility studies required in the case of different radiocommunications systems using a single frequency band. These studies also helped identify new audiovisual video channels for use with digital equipment;

· help develop a computer application for the optimal use of radioelectric sites, with a view in particular to the principles of privacy;

· settle disputes arising between operators or between operators and other frequency allocation bodies (e.g. radioastronomy).

In 1999, ART also developed a tool for coordinating frequencies for fixed services and fixed satellite services.

This tool, used for both technical coordination and the monitoring of frequency allocation, will make it possible to develop a procedure for coordination among the various users in timescales compatible with the constraints associated with setting up a radiocommunications network.

Moreover, in order to ensure protection at national and international level, this application enables all fixed service and fixed satellite service links to be recorded in the national frequencies register managed by the National Frequencies Agency.

3. Participation in ministerial work

ART played an active role in the work done by the ministry of the economy, finance and industry which in 2000 should result in a decree amending the already amended decree of 3 February 1993 on the fees charged for the allocation and management of frequencies payable by the holders of licences awarded according to the terms of L.33-1 and L.33-2 of the Posts and Telecommunications Code.

The primary aims of this decree are:

· to establish a uniform system of fees payable by all telecommunications operators for their fixed links, including in particular methods of calculation that are identical for both the mobile operators' infrastructure networks and for the France Télécom network;

· to reduce the tariff for professional mobile radio (PMR) networks that only use mobile stations (40% of all professional PMR networks).

The new charging system for the fixed service will also make it possible to determine the access price for the radioelectric frequencies that will be allocated in 2000 to companies holding a wireless local loop licence. It will also constitute a useful regulatory tool for ART, allowing it to decide whether or not a flat-rate fee per MHz can be applied in a given frequency band.

2. Management of the national numbering plan

In 1999, ART adopted 363 decisions concerning numbering. These decisions fell into the following categories:

( 7 general decisions relating to amendments to past decisions
, the creation of replacement numbers for 3BPQ short numbers
, the creation of rerouting numbers
, the creation of routing numbers
 and the creation of a new series of non-geographic numbers for switched Internet access
;

( 356 decisions relating to the general management of numbering resources; these decisions can be further broken down into 273 allocation decisions, 56 reservation decisions, 4 decisions regarding transfers from one operator to another and 23 decisions to revoke licences or modify conditions for use.

Situation of the numbering resources in late 1999


France Télécom
Other operators
Total

"E" prefixes allocated
1
5
6

16XY prefixes allocated
0
44
44

16XY prefixes reserved
0
0
0

10XY special numbers allocated
7
7
14

10XY special numbers reserved
0
2
2

Short numbers (3BPQ) allocated
48
50
98

Short numbers (3BPQ) reserved
0
11
11

Mobile numbers allocated
20,840,000
25,860,000
46,700,000

Mobile numbers reserved
0
0
0

Fixed non-geographic numbers reserved
0
530,000
530,000

Fixed non-geographic numbers attributed
5,460,000
6,070,000
11,530,000

Fixed geographic numbers reserved
0
2,470,000
2,470,000

Fixed geographic numbers allocated
126,080,000
10,450,000
136,530,000



Distribution of short numbers allocated or reserved per service category








Short numbers (3BPQ) for card services or similar





39

Short numbers (3BPQ) for dual-dialling carrier network selection




19

Short numbers (3BPQ) for other uses







51

Total











109

A. Development of the numbering plan in overseas départements

ART issued a call for comments in January 2000 on the development of the telephone numbering plan in the four overseas départements.

In late 1999, any given overseas département had two coeval numbering formats for calls within the département – the short six-digit format maintained by the numbering plan of 18 October 1996 – and the standard 10-digit format as used in metropolitan France. Mobile numbers had been fully integrated into the geographic plan and were indistinguishable from fixed numbers, i.e. they did not bear distinguishable codes as they do in metropolitan France (where mobile numbers begin 06).

In theory, the overseas départements only had a million numbers each, and in reality even less, 800,000, because the old six-digit system had been retained, thereby precluding use of numbers starting with 0 and 1. The overseas départements' numbering plan was reaching saturation point and urgent steps had to be taken for reorganisation. The first task was therefore to increase the numbering resources available.

The proposed transition scenario seeks to bring the overseas département numbering plans into line with the plan implemented for metropolitan France which is already well underway as a result of the changes introduced by the numbering plan of 18 October 1996. This plan seeks to generalise the use of 10-digit numbers for intra-département calls (removing the current six-digit option) and retaining the départements' country codes for international calls.

Where mobile numbers in the overseas départements are concerned, ART suggests using the same format as in metropolitan France, namely a 10-digit 06 number, with each overseas département being allocated a specific series of one million numbers for mobile telephone use.

B. Internet-specific number series

On 30 September 1999, ART adopted a decision
 assigning 0868PQMCDU-format numbers for switched Internet access.

The market for Internet access over the switched telephone network (STN) still has huge development potential. Until mid-1999, most of this access traffic was handled as if it were ordinary telephone traffic: it was billed by the local loop operator, more often than not France Télécom, at the local rate because the Internet access providers used geographic numbers allocated to France Télécom or third operators. This system fitted logically into the conventional Internet access offers whereby the customer pays his local loop operator for the access call made at the local rate, and pays a subscription fee to his Internet access provider.

If commercial offers and innovative pricing structures are to be developed by the various telecommunications operators and the Internet access providers under fair trading conditions this will require:

( a sufficiently large number of high-quality non-geographic numbers available to promote the development of innovative offers and competition;

( an indirect interconnection regime favouring the development of and access to these services from public networks;

( offers that are clear, simple and easy to understand for the consumer, especially with regard to tariff conditions, and that therefore promote use, especially on the residential market.

The use of non-geographic numbers reserved for Internet access is an easy technical solution making it possible to distinguish Internet access calls from ordinary telephone calls. As a result:

( the operators can:

- establish optimised network architectures capable of converting telephone calls to the Internet into IP data flows closer to the caller;

- make further distinctions in terms of interconnection tariffs related to the specific features of this type of traffic;

( the Internet access providers can:

- simplify access to their services via a single national number;

- more easily develop innovative commercial offers such as billing that includes both Internet access and the call charge;

( the users can:

- use the same number anywhere in the country;

- gain a better overview of the price of the service using the dial-up number, even if the relationship is less direct than in the case of non-geographic numbers used to access voice services.

In its decision of 23 October 1997
, ART assigned the 0860PQMCDU number series to Internet access over the STN. The decision sets the price of these calls for the caller (as billed by the local loop operator) at the same rate as local calls, if not lower. This decision contributed to the further development of conventional offers — billed by the local loop operator at a tariff equal to or less than the cost of a local call to a geographic number — and of so-called "free" offers, for which the local loop operator does not charge.

The development of other offers at both the technical and tariff levels, especially for occasional use, required additional sets of numbers to be freed up. This made it possible to charge more than the local rate. This was covered by the decision adopted in 1999.

Most market players agreed that there was no need for more precise tariff details and that no new series of numbers would have to be released to that end.

Thus the only identified need was for a new series of switched Internet access numbers to complement the existing 0860PQMCDU series. There would be no tariff restrictions placed on the use of this new series.

ART can still amend this decision at a subsequent stage in line with market and operator demand.

C. Portability of freephone numbers
There was a broad consensus that a mechanism should be introduced to ensure the portability and management of individual freephone numbers. In practice, such a mechanism would be quite complex, requiring a central database containing all the information on all freephone numbers. Such a mechanism would help promote the use of freephone numbers by developing real competition between providers.


ART therefore sat down with the operators in 1997 to examine what exactly was required and to establish the principles for the use of the database. A call for tender was issued in 1998 to find a suitable developer for this management tool. Database trials involving operators and service providers are scheduled to start at the end of the first quarter of 2000.


Freephone service providers will be able to ensure in real time that their numbers are available by connecting to the database. Their customers will select a number that the service provider will then reserve for them. The allocation will be automatic, individual and controlled by ART. Any customer wishing to change suppliers will then be able to keep the same number, with the new supplier having to connect to the database to confirm the transfer. This tool will ensure coordination between the various operators for technical routing purposes. Any transfer or modification will be automatically broadcast to everyone concerned.


In parallel with the IT development and trials, ART is chairing an informal steering committee examining all aspects of the introduction of freephone number portability, including regulatory issues, billing and usage conditions, and the setting of service quality targets. The committee is made up of operators, service providers and manufacturers. It will determine the conditions for the commercial operation of the database when freephone portability becomes a reality.

Other series of non-geographic numbers
 may, eventually, be managed by a similar system. Individual number portability and management is key to the development of the freephone service and, in the longer term, all value-added services.

D. Conditions for using the digit 6

At the request of Esprit Télécom France, ART revoked 
 its earlier decision of 17 July 1998 
 assigning this company use of the digit 6 for carrier selection.

To ascertain the conditions for the use of the digit 6 that are the most favourable for the development of the market, in December 1999 ART issued a public call for comments, seeking the opinions and views of players on the telecommunications market (including users and consumers' representatives) on a plan to create a new category of so-called "simplified" numbers of four, five or six digits for end-users, large corporations and institutions.

E. Monitoring the obligations of operators authorised to use the E prefix for carrier selection

Given their scarcity, use of the E prefixes for carrier selection are allocated according to special criteria established by ART
. In accordance with the aims set out in the Act, these criteria seek to promote the deployment of telecommunications networks that contribute to the development of sustainable competition in user services and regional development initiatives. ART monitors the fulfilment of the associated obligations, as stipulated in the operators' licence. The first such inspection was carried out in the summer of 1999.

1. Overview of how the E prefixes for carrier selection are allocated

· National L.33-1/L.34-1 licence requirement

The first requirement is for the operator to be in possession of licences issued in accordance with both Article L.33-1 and Article L.34-1 for the establishment and operation of a national public telecommunications network with a view to the provision of a public telephone service.

· Criteria concerning interconnection points

The E operator pledges to establish:

- at least one interconnection point per metropolitan region within 18 months at the latest after its licence has been amended entitling it to an E prefix,

- at least two interconnection points per metropolitan region within 36 months at the latest after its licence has been amended entitling it to an E prefix,

- at least three interconnection points per metropolitan region of at least three départements, at the latest 10 years after its licence has been amended entitling it to an E prefix.

This criterion, too, aims to encourage the creation of operator PoPs in all metropolitan regions.

· criterion concerning exclusive long-distance transmission installations 

This is assessed on the basis of the ratio of "transmission capacity using exclusively owned infrastructures required for network operation to meet the aims set out in the licence / total transmission capacity used by the authorized network" where capacity is expressed in terms of km.Mb/s
. The operator must achieve the following scores:

- a ratio of more than 40% at the latest 18 months after its licence has been amended entitling it to an E prefix,

- a ratio of more than 60% at the latest 36 months after its licence has been amended entitling it to an E prefix.


This criterion seeks to encourage development of networks with a minimum of transmission installations owned exclusively by the operator and thus fosters the emergence of competition on long-distance infrastructures.
2. Monitoring respect for the E allocation criteria after 18 months


The first deadline set in the criteria for E allocation is 18 months after the operator's licence has been amended entitling it to this prefix. This is the criterion concerning interconnection points and exclusively owned transmission installations.


The schedule used by national network deployment criterion is the one that the operator presented in its request for a licence and E allocation. However, the 18-month way-point gives the regulator an opportunity to gauge the progress being made by the operator in deploying its own transmission installations against its own licence and E request.


For four of the operators entitled to an E (9 Télécom Réseau, Omnicom, Télécom Développement and Siris), this 18-month milestone was passed in July 1999. ART therefore examined the extent to which the operators had respected the two criteria concerned and compared the extent of network deployment with the schedule set out in their E allocation requests. More generally, ART also examined the overall development of the four operators' business activities.

3. Situation report for the four operators concerned


On the basis of the information that ART received, 9 Télécom Réseau, Omnicom, Siris and Télécom Développement all have one interconnection point per metropolitan region and the ratio of exclusively owned transmission installations in their networks exceeds 40%.


The information received is summarized in the following table:

Interconnection points
at least 22 per operator, i.e. at least 4 per metropolitan region

Regions covered by exclusively owned transmission installations
7-21

Ratio of the share of exclusively owned transmission installations
58%-100%

Exclusively owned transmission installations (in km)
approx. 16,700 km

Investments already made in network deployment
FF2,700 million


The results of the first assessment stage suggest that the E-allocation mechanism achieved the desired aims. All four operators monitored in the summer of 1999 had deployed their national networks at a clearly faster rate than most other operators. Moreover, the E-allocation mechanism, and in particular the criterion requiring one interconnection point per metropolitan region after 18 months, most certainly helped speed up the launch of telephone services and other telecommunications services competing with those of France Télécom and accessible throughout metropolitan France.

Where the two operators that were allocated an E in the third wave are concerned, the 18-month deadline was passed in January 2000. A similar control procedure was carried out for Tele2. Esprit Telecom France decided to abandon the 6 prefix following the restructuring of the GTS group in France, which led to its licence being revoked.


The next set of controls (36 months) will be run for the first four operators in December 2000. However, ART is keen to monitor compliance on a regular and ad hoc basis for all authorized operators and especially those authorized to use an E prefix for carrier selection.

The single-digit prefix allocation mechanism has
received final Conseil d'Etat approval

In its judgement of 26 June 1998, the Conseil d'Etat turned down seven prior appeals lodged against the decisions made by ART during the third operator selection process for the allocation of the E prefix, and ruled that the long-distance carrier selection mechanisms established by ART were legally acceptable.

At the same time, one of the operators whose request had been refused, Viatel, appealed against ART's refusal of its request, but the Conseil d'Etat was not able to examine this appeal at the same time as the other seven because the pleading accompanying the summary appeal was only received in late June.

Viatel's appeal was subsequently thrown out by the Conseil d'Etat in its judgment of 29 December 1999.

This judgment represents valuable case law with regard to the definition of a telecommunications network: the Conseil d'Etat confirmed the interpretation that ART has always maintained whereby the allocation of a network operator licence for a given geographic zone must be dependent upon the operator itself setting up this network, which therefore precludes leasing lines from other operators.

The judgement also puts a stop once and for all to the disputes that arose when carrier selection prefixes were allocated in a move that is central to opening up the public telephone service to competition.

Chapter IV: Interconnection and network access

So that the telecommunications sector can be opened up to competition, the different telecommunications networks first have to be connected up in such a way that all users can communicate freely. The Posts and Telecommunications Code therefore requires that all operators of a public network must accede to the interconnection requests of other public network operators and public telephony service providers in a transparent and non-discriminatory way. In a sector that was initially a monopoly, relations between players are determined by the influence that some of them can exert on a given market. In order to ensure a level playing field, EU and national law impose specific requirements on operators that exert a strong influence on the market — the so-called "operators with significant market power" or "SMP operators".

1. Operators with significant market power ("SMP operators")

Each year, ART identifies those operators that exert significant influence on a relevant market in the telecommunications sector, namely: the fixed telephony retail market; the leased lines retail market; the mobile telephony retail market; and the national interconnection market
.

A. SMP operators in 2000 (identified in 1999)

ART's annual survey of all operators holding L. 33‑1 and/or L. 34-1 licences carried out to assess their activity on each given market in terms of value (turnover) and volume (number of subscribers and number of switched minutes) resulted in the following operators being identified as SMP operators for 2000
:

Market
Operator

Fixed telephony retail market
France Télécom

Leased lines retail market
France Télécom

Mobile telephony retail market
France Télécom Mobiles, SFR

National interconnection market
France Télécom Mobiles, SFR

Whereas the analysis of the three retail markets was straightforward, the methodology used to analyse the national interconnection market requires further explanation.

Any reliable measurement of the national interconnection market has to consider call termination, i.e. the traffic terminating on the operators' networks: ART therefore measured the market share of each operator, in both nominal and real terms, on the basis of the traffic terminating on its network, including minutes from its own network (internal interconnection) and minutes from third networks.

There are four points to consider with regard to the measurement of the nominal value of this traffic:

1 -
the internal interconnection traffic of fixed network operators was valued on the basis of the least expensive interconnection tariff available to the other operators;

2 -
fixed-to-mobile traffic was valued on the basis of the average income generated by the mobile operator for this type of traffic (i.e. the average income on the retail market after deduction of amounts withheld by the fixed operator), taking account of the recent 20% reduction in the tariff applied by the three mobile operators;

3 -
fixed-to-mobile traffic originating with foreign operators was valued on the basis of the average income generated for this type of traffic;

4 -
interconnection traffic between two mobile operators and internal traffic on a single mobile network was valued on the basis of the price charged for terminating a fixed call on a mobile network.

Applying this method, France Télécom Mobiles and SFR were both found to hold a market share of more than 25%. An additional analysis of the situation of these operators using different criteria only served to confirm the fact that they exert a significant influence.

B. The obligations of SMP mobile operators

Mobile operators exerting a significant influence on a retail market are obliged to respond favourably to any reasonable request for connection to their networks. Because they were also declared "powerful" on the national interconnection market, France Télécom Mobiles and SFR are obliged to bring their interconnection tariffs into line with costs, although they are not obliged to submit their standard interconnection offer to ART.

While it is keen that SMP mobile operators should align interconnection tariffs with costs, ART has also taken steps to ensure that their long-term profitability is not undermined as a result. Thus, the level of interconnection tariffs, which largely determines the retail price of calls from a fixed to a mobile telephone, cannot be allowed to jeopardise the ability of an operator to remain on the market: competition has to be sustained if consumers are to continue to benefit from the best possible prices.

A working programme was drafted with the operators concerned, for completion on 31 March 2000. It was hoped that by that time ART and the mobile operators would have reached an agreement on the central stakes of the issue and on a set of guidelines setting out the principles and method for aligning tariffs and costs, as well as the conditions under which ART would ask the operators concerned to fully justify their interconnection fees.

2. Interconnection agreements

In early 2000, some 92 operators (fixed and mobile) held a licence. They had all signed interconnection agreements with France Télécom making it possible to specify, usually on the basis of the standard interconnection offer, the effective conditions for interconnection with the incumbent operator.

The new operators also signed a number of interconnection agreements between them, thereby facilitating the development of services and allowing users to communicate more freely.

Interconnection agreements are sent to ART. By early 2000 it had received more than 400, an average of more than 4.3 agreements per licence holder.

3. Approval of the standard interconnection offer for 2000

On 15 December 1999, ART approved France Télécom's technical and tariff offer for 2000
. This decision was followed, on 24 December 1999, by the approval of the offer's international tariffs applicable as of 1 January 2000.

The standard interconnection offer was published after lengthy in-depth talks with France Télécom and new entrants; discussions began in April 1999 and continued until December. ART also performed an audit and called in external consultants to assist with its analysis.

The most significant new features of this standard interconnection offer are:

A. A further cut in basic interconnection tariffs

In view of the changes made to the interconnection tariff structure (introduction of a call charge, a new night-time tariff), the average change in interconnection tariffs between 1999 and 2000 is measured using consumption baskets for interconnection services.

This revealed an average price reduction of 11.2% for the operators of public networks (licence L. 33-1) and 12.3% for public telephone service providers (licence L. 34-1).

The consumption baskets used to evaluate interconnection service tariffs


Average basket
Internet basket

Assumed fixed component (minutes per PDB per year)
2,600,000
2,600,000

Average call duration
3 minutes 20 seconds
15 minutes

Traffic distribution:



 - Peak
60%
50%

 - Off-peak
35%
25%

 - Night
5%
25%

PDB = Primary digital block

Development of L.33-1 operator tariffs

Centimes/minute
Tariffs for all communications


1999
2000
Change

Intra-LE
4.64
4.37
-5.8%

Single trunk ex.
10.08
8.89
-11.8%

Dual trunk ex.
14.19
12.58
-11.3%

Total
8.99
7.99
-11.2%

Centimes/minute
Internet tariffs


1999
2000
Change

Intra-LE
4.50
3.99
-11.3%

Single trunk ex.
9.73
7.76
-20.2%

Total
8.68
7.01
-19.3%

Development of L.34-1 operator tariffs

Centimes/minute
Tariffs for all communications


1999
2000
Change

Single trunk ex.
13.50
11.84
-12.3%

Centimes/minute
Internet tariffs


1999
2000
Change

Single trunk ex.
12.89
10.22
-21.5%

B. Priority given to Internet access

Tariffs for accessing the Internet over the STN fell on average by 19.3% for network operators and by 21.5% for the telephone service providers.

Moreover, the standard interconnection offer provides for new traffic collection offers for Internet access services (indirect interconnection offer for free-access services, the examination of a direct interconnection mechanism for other tariff brackets, etc.). ART will be chairing talks with France Télécom and other market players to increase the depth of these offers and examine them in greater detail.

C. Introduction of carrier preselection


Preselection has been available for all users connected to the France Télécom network since 17 January 2000.

1. What is preselection?


As of 1 January 1998, users have been able to select a carrier other than France Télécom to route their long-distance calls. To do so they need to dial (on a call-by-call basis) the number corresponding to the prefix (one or four digits) of the preferred operator.


The preselection mechanism will now enable users to have their long-distance calls automatically routed by their preferred carrier simply by dialling the usual numbering starting with 0 (no need to enter a prefix).


Users who have preselected another carrier will remain France Télécom subscribers and it will continue to route their local calls. They can also opt for a different carrier on a call-by-call basis as before, by first dialling that operator's prefix.

2. Preselection available for all users connected to the France Télécom network as of 17 January 2000.

In 1996, after talks with all French market participants and at the request of France Télécom, the public authorities decided in favour of the gradual introduction of a carrier selection mechanism to take account of the technical problems yet to be overcome on the France Télécom network: initially, call-by-call selection as of 1 January 1998; then preselection as of 1 January 2000. In this way France Télécom had sufficient time to prepare its network for preselection.

An EU Directive 
 set the date for the introduction of preselection on the networks of the operators concerned at 1 January 2000.

This directive was transposed by the decree of 27 October 1999
 amending Article D.99-16 of the Posts and Telecommunications Code concerning carrier preselection. It required that the SMP operators listed in application of point 7 of Article L.36-7 of the Posts and Telecommunications Code should include in their standard interconnection offers a preselection offer for their networks as of 1 January 2000. In 2000, France Télécom was the only company on this list of SMP operators. It informed ART that testing for the year 2000 bug would delay the effective availability of preselection on its network until 17 January 2000.

3. Principles and details of implementing preselection


The principles and details of implementing preselection and call-by-call selection are set out in a number of texts:

· the abovementioned decree of 27 October 1999 amending Article D. 99-16 of the Posts and Telecommunications Code and concerning carrier preselection;

· the decision
 of 8 December 1999 specifying the conditions and timetable for the implementation of call-by-call carrier selection and preselection, adopted by ART in accordance with the abovementioned decree; this decision, taken in application of Article L.36-6 of the P&T code was approved by the order of 23 March 2000
;
· the guidelines relating to the operational procedures of preselection adopted by ART
.
· Operators liable for preselection:

Any operator holding a licence issued according to the terms of Article L.34-1 of the Posts and Telecommunications Code can take advantage of preselection and make its telephone service accessible using this mechanism
.

· Calls routed by the preselected operator:

The types of call routed by the preselected operator are:

· international calls;

· national calls to numbers beginning 01, 02, 03, 04 and 05 to correspondents located outside of the caller's local sorting zone;

· mobile numbers (beginning 06) of mobile operators whose licences have been amended to take account of the setting of retail tariffs for fixed-to-mobile calls.

· Number of operators liable for preselection on a given line:

Initially, the number of operators that can be preselected on a given telephone line was restricted to just one. This limitation was imposed, at least for the preselection introduction period, in order to offer the public a initially relatively simple mechanism (given the many behavioural changes that users have had to assimilate since 1998). In addition, it does not penalise operators currently deploying a national network and which are therefore initially reliant on international call revenue to fund their investments.

· Preselection request procedure:


A customer wishing to preselect a given carrier on his telephone line in effect gives that carrier a mandate to make the necessary overtures to France Télécom. The carrier sends the incumbent operator an electronic file containing all the data that France Télécom's information system needs to process preselection requests.

D. Reduced interconnection set-up time

Set-up times have generally been cut from nine to seven months outside of the Paris region (Ile de France) and to six months inside this region. Special provisions enable new operators to better manage the growth of their Internet traffic.

E. New facilities for special services access

The standard interconnection offer for 2000 introduces a number of new offers: an offer for the collection on behalf of third parties of traffic to special numbers (3BPQ-type numbers, used in particular for card-based services); and the billing for certain shared-revenue services on behalf of third parties (the invoice for new operators' services will be enclosed with the usual France Télécom bill).

France Télécom was keen for the standard interconnection offer to include specific tariffs relating to the creation or modification of interconnection links. ART was of the opinion that the content of these services should be detailed and that the principle of bringing prices into line with costs should be verified. When France Télécom has furnished more details in response then ART will recommence the approvals procedure in this regard.

Billing of special services on behalf of third parties

The 1999 standard interconnection offer announced that an offer for the billing of special services on behalf of third parties would be included before 1 July 1999.

France Télécom did propose an offer in July but ART was forced to reject it because it did not guarantee a level playing field. What is more, France Télécom made the availability of this offer conditional upon the prior amendment of the legislative and regulatory framework with regard to the professional code of ethics.

For its 2000 standard interconnection offer France Télécom came up with a new proposal that was acceptable to ART:


• Pending a change in the legislation regarding the professional code of ethics, France Télécom will bill for shared-revenue services on behalf of third parties for tariff brackets of no more than FF2.23 per minute (including VAT). The agreements will establish the mechanism for withdrawing this service if the professional code of ethics is breached;



• the accessible tariff brackets are those for the 083666, 083667 and 083668 sets of numbers;

• the invoices corresponding to other operators' services will be enclosed with the usual France Télécom bill. The customer can choose between paying the whole thing (France Télécom plus other operator) or can pay the other operator's bill separately. However, France Télécom will not be responsible for chasing up the unpaid bills of other operators (it will simply send them a list of unpaid bills and all the invoicing details they need to secure payment themselves).


France Télécom is required to make all the necessary changes for the introduction of this mechanism as soon as possible.

ART has stressed that while it is impossible to expect the handling of a large number of tariff brackets, the operators must be able to request the opening up of new brackets when the existing offer falls too far short of their requirements.

It also stressed that France Télécom, which states in its standard interconnection offer that the customer may choose to pay its bills and other operators' bills jointly or separately, must present this offer in a wholly neutral way, without seeking to promote separate payment, in order to maintain the necessary conditions for fair competition.

The introduction of this new solution should make it possible to effectively open up the market for special, shared-revenue services to competition.

F. Technical specifications

Interconnection between the networks of different operators throws up a number of often complex technical queries. The interconnection committee seeks to find answers to such issues in a multilateral forum for debate and the expression of views.

The "the technical specifications of interconnection" sub-committee, in particular, has proved an excellent forum for operators, manufacturers and even users to exchange views, agree on shared interpretations and, moreover, to contribute to the drafting of technical reference documents for interconnection.

The subjects examined in 1999 essentially concerned:

· the conditions governing Internet access over the STN: means of connecting Network Access Servers (NASs) to the STN, data traffic routing, etc. 

· making interconnections more secure from the point of view of transmission and switching,

· extending the length of technical carrier selection prefixes on signalling networks,

· the technical conditions for ensuring the interoperability of certain services such as messaging notification, inter-network diversions, the transmission of an additional identity for sending localisation information from mobile networks, or additional service number for certain special services, etc.,

· the conditions governing calling line identification (see box).

A number of working groups have been set up on various subjects including a group tasked with drawing up a checklist for interconnection tests.

Some documents are available on ART's website.

Example of a reference document: the conditions governing calling line identification

The free movement of personal data within the EU is the central theme of the 1995 framework directive
 on the processing of personal data. The implementation of a general principle such as this should help foster the development of pan-European services and thus contribute to the growth of the market to the benefit of the users.

In telecommunications networks, the particular issue is the processing of traffic and billing data and the transmission of calling line identification (CLI) information. Real-time CLI transmission is a key function that ART included in the list of Ancillary and Advanced services for interconnection.

The sending of such a sensitive piece of information between operators throughout the EU needs to be organised with the utmost stringency. Consequently, a subsequent directive issued in 1997
  sought to specify the nature of the protection expected from a network liable to receive this information. It clearly lays the emphasis on the protection of the caller's privacy while seeking to reassure the called party and ensuring that the emergency services receive complete data.

Because of the often complex technological ramifications this can have, ART felt it should work together with the operators to draft a document setting out the general principles in the context of national interconnection. As a result, all players – operators, suppliers, users, etc. – will have a precise set of rules (such as already exist in neighbouring countries).

This initial draft simply assesses common practice in France today. In time, the content will be broadened and deepened as needs develop in order to ensure full function interoperability. The document has an initial technical part and includes an annex listing all current regulations.
It will grow to encompass new requirements, such as the transmission and display of nominative information as well as number details. Subsequent versions will have to consider questions to do with the transmission of identity over various networks, such as IP links and 3G mobile lines, the location of mobile users, and issues including transmission conditions and personal data processing by third-party intermediaries such as suppliers connected through special access agreements.

ART is pleased with the operators' agreement in principle to maintain the options currently employed on the French network and whose flexibility has made it possible to avoid over-regulation on this issue. However, a concerted effort at harmonisation will be required so that the same functions can be offered in exactly the same way across the whole of Europe, putting a stop to the many specific features. In this way, such national guidelines will give way to single European documents drafted by all of the market players concerned.
G. The international component of the standard interconnection offer

France Télécom has suggested that its standard interconnection offer need no longer include an international component. It justifies this suggestion by the competitive nature of the market.

While ART is not opposed in principle to France Télécom discontinuing this aspect of its standard interconnection offer, it believes it cannot do so until there has been an in-depth examination of the competitive situation in each destination country. It therefore asked France Télécom to retain its technical and tariff offer for international interconnection in its standard interconnection offer applicable as of 1 January 2000. It also decided to proceed with the assessment of the standard interconnection offer's contents for international interconnection as follows:

- by 1 April 2000 ART will identify those countries that need no longer be included in the standard interconnection offer as of that date, on the basis of a file that France Télécom was to submit before 15 January 2000 explaining which destinations it felt to be competitive and why; ART will then consult the interconnection committee on this matter;

- the list of destinations not included in the standard interconnection offer will be reviewed in the same way every three months.

In any event, the standard interconnection offer must, even in the long term, retain the principle of international access from the OCP
. What is more, the technical and tariff details must be included in all interconnection agreements, in compliance with existing regulations.

4. International interconnection

Until recently, international calls were routed on the basis of cooperation between the monopoly operators in each country. Pricing was done using the accounting rate system based on the sharing of income between the foreign operators. However, this system, set up under the aegis of the International Telecommunications Union (ITU), has since run into difficulties for the following reasons:

· technological development, with features such as call-back and rerouting;

· the liberalisation of the main telecommunications markets, with the emergence of competitors for the incumbent operators and strong downward pressure on communications prices, especially for international calls.

This led the operators of the most liberalised countries to bring pressure to bear for lower accounting rates to all destinations. One of the key movers in this regard was the United States, where the application of benchmark tariffs by the Federal Communications Commission (FCC) has already shaved an annualised 15%-20% off the accounting rate. The FCC requires that American operators keep within these limits when negotiating the rate with foreign operators.

· FCC Benchmarks

Established in 1997, these were applied as of 1999 for the richest category of countries, whereas for poor countries with a low line density the measure will not take effect until the end of 2002. Two countries, Cyprus and Kuwait, have already been subject to an enforcement measure placed on US operators.

The application of benchmarks as of 1 January 2000 for the upper middle income bracket of countries (using the World Bank and ITU classification) could pose a problem for links between the United States and the French overseas départements whose geography, demography and economics are such that certain costs are generated that are not taken into account in the model used by the FCC.

· The consequences for developing nations

However, for developing nations, and the least developed countries in particular, their share of the accounting rate is one of their main sources of strong currency (more than 50% of total telecommunications income for some of them), which they need to modernise their networks.

In view of this major shake-up and the situation of heightened competition, in 1999 the ITU continued its efforts to regulate the changes in the accounting rate system, seeking to reconcile the realities of the market with the interests of developing nations.

A. Work on reforming the accounting rates system

In 1999 the ITU continued the work begun under the supervision of the 1998 World Telecommunication Policy Forum. After intense negotiations, members of the expert working group came up with a proposal for an annex to the ITU-T Recommendation D 140 (General Tariff Principles). This first attempt by the ITU to establish target values to be aimed at in talks with non-liberalised countries failed to come to fruition as a result of the US veto of December 1999 (study committee decisions have to be taken unanimously, and a country can express its reservations if necessary).

Approval of these values was thus postponed to the World Telecommunications Standardisation Assembly (WTSA) that will be held at the end of September 2000 in Montreal and where majority decisions are possible. This assembly will agree on a list of topics to be examined during the next study period (2000-2004). The increasing difficulty encountered in achieving any consensus on economic and political issues suggests that we need to reflect seriously on what we can reasonably hope to include in this future study programme.

Naturally, the question arises of the extent to which the Internet should be examined. Tariff systems are increasingly being affected by the exponential growth in the use of Internet protocol (IP), an easy and cost-effective way of sidestepping the accounting rate issue altogether. Thus, while there is no suggestion that the Internet should be regulated, it is hard to ignore the effect it is having on existing mechanisms.

B. Progress towards a cross-border interconnection system

Before 1997, intra-EU traffic was considered in the same way as international traffic. However, the new regulatory framework within the EU, especially with advent of the ONP directives, is tending towards the creation of a single telecommunications market. The principal result of this is that intra-EU cross-border traffic is now increasingly being considered as domestic traffic. This means that, for all EU-internal traffic, the accounting rate system is being replaced by cross-border interconnection.

In 1999, a fairly clear dichotomy emerged in liberalised countries between the incumbent telecoms operators and new market entrants. Most of the former continued to use the accounting rates system, especially to make the shared infrastructures profitable: if costs are to be shared then this form of remuneration has to be used. The latter have shrugged off the restrictions of that system, however: they either own the international infrastructures and only have to pay national interconnection costs in the country of the called party, or they lease capacity from infrastructure operators (carrier's carriers) and payment for this is done on the basis of a commercial contract based on real-time levels of supply and demand. This electronic brokering activity emerged with the development of the Internet and enables suppliers and requestors to be matched instantaneously.

For the time being it is hard to know what proportion of traffic passes through electronic brokerage channels — the estimate for 1999 is around 1%. But as IP starts to become more widely used for international telephone calls and with the explosion in data traffic —mostly as a result of the Internet — the economic balance of the infrastructure operators risks being altered. It was felt that these phenomena should be monitored closely in 2000 from the point of view of both the changes to tariff principles for international calls and the equality of access to the newly created international infrastructures.

We should bear in mind that the international infrastructures that the network operators are in the process of setting up seek to establish the most profitable and competition-friendly destinations. Even within Europe, things can vary greatly from one country to the next. In terms of transit points, the United Kingdom and, to a lesser degree, France and Germany are much more sought-after than, say, Italy, Greece and Sweden. It is therefore necessary to monitor developments and be on the look out for any threats to free competition that arise between countries in both the EU and ITU (global) frameworks.

5. Local loop unbundling

For the most part, 1999 was given over to a wide-ranging consultation of the market participants on the issue of the unbundling of the local loop. This means giving new operators access to France Télécom's local loop to provide their services direct to their customers.

Between 2 April and 1 June 1999, ART held a public consultation on the unbundling of the local loop. ART's preparatory work on the consultation was based on the work done by the Telecommunications Network and Services Advisory Committee (CCRST), and the public consultation text was based heavily on two reports drafted by this committee: the economic aspects of the development of competition on the local loop; and its technical and operational aspects.


This consultation was intended to assess the stakes of unbundling and to poll the market's views on the various options available, namely:

· raw copper access (option 1). In this option, France Télécom provides, for a fee, the copper wire on which third-party operators can then install their transmission equipment. This option enables the operators to themselves define the services they want to offer their customers in terms of speed, quality and geographical area;

· access to a permanent virtual circuit (option 3). France Télécom installs and operates the transmission equipment and concentrates the traffic to delivery points where the third-party operators can collect it. This option can only be offered in those areas where France Télécom operates its own services. In particular, in the case of high-speed Internet, it will only be available in the zones already opened up by France Télécom;

· bitstream access (option 2). This is the intermediate option between options 1 and 3. France Télécom installs some of the necessary transmission equipment while the new entrant performs the traffic concentration and routing functions. As in option 3, this will only be possible in areas where France Télécom already operates the kind of service in question;

· local traffic resale (option 4). France Télécom sells local traffic to another operator in such a way that the operator can then offer its customers an integrated service offer including local communications. The third-party operator provides the commercial services related to this traffic and is free only to set its own retail prices. It has no control over the nature of the service because it is simply selling on France Télécom's services.

· subscription resale (option 5). This option is an extension of option 4: it also includes the telephone subscription.


ART received 37 responses to the consultation call, mostly from operators and equipment suppliers. A summary of these responses, published by ART on 29 October 1999, highlighted the following key points:

Competition on the local loop and the associated issues


All contributions, with the exception of France Télécom's, agreed with the view expressed in ART's consultation document that there was very little local loop competition in France. Almost all of them felt that the main issue with regard to the development of competition on the local loop was the provision of high-speed services for which demand was increasing in the corporate and residential sector alike.

Contributors added that the need for competition in high-speed services had been heightened by the recent appearance of xDSL technologies using the copper pair. In this context, increasing the access choice for the end-user by implementing one or more of the options described in the consultation document was generally considered to be essential.

The options

Most of the contributors were in favour of the implementation of at least one of the first three options described in the consultation document (raw copper access, bitstream access or to a PVC). Many respondents suggested that the door should be left open to a number of solutions to ensure maximum flexibility in response to varying requirements.


After the contributors had ranked the options in order of preference, it became clear that the most favoured option was raw copper access (option 1). This was felt to be the only option that could ensure true independence for a new entrant when defining its services.

Permanent virtual-circuit access (option 3) was also generally felt to be a desirable or even essential complement to this first option, either to allow a new entrant to offer its services sooner, pending the rather slower process of unbundling the copper pair, or to provide access to certain types of line that are less readily accessible, or indeed to complete its offer at the geographical level. However, a few respondents favoured this option 3 above all the others, considering that options 1 and 2 benefited only a relatively select band of operators and thereby favoured the creation of oligopolies.


Most participants ruled out bitstream access (option 2), which they felt offered very little that option 1 did not offer, while presenting more extensive difficulties in terms of implementation. It appeared unrealistic in both the short to medium term.


Local traffic and subscription resale (options 4 and 5) were considered by most respondents to be transitional solutions only. Some recommended limiting their availability in time and regulating their use to prevent operators with no real intention of investing in local infrastructures from taking advantage of the services.

Implementation


Contributors recommended a pragmatic approach and refused to consider the resolution of implementation problems (such as are posed by option 1) as a prerequisite for a commitment in principle.


Thus, while they were well aware of the problems involved in co-location and the possible coexistence of different xDSL equipment on the same bundle of cables, participants generally indicated that such difficulties could be overcome if suitable rules were laid down. They also stressed the need for the most effective operational procedures possible: recourse to electronic transmission solutions, one-stop shop systems, etc.


With regard to regulation, most contributors were of the view that specific and suitably detailed provisions should be adopted to ensure effective unbundling. This would appear to be a key issue where the communication of technical information on the France Télécom network is concerned.


On the subject of the tariff principles to be adopted, most respondents were in favour of cost-based pricing, although views differed on which costs should be used in this equation (average long-run incremental costs or historical costs) and on the fact that prices should be the same throughout the country.


On the basis of these responses, ART undertook to:

· draw up a working programme and schedule aiming for the effective unbundling of the copper pair ("raw copper access") by late 2000. To this end, on 22 December 1999 it convened a meeting of all of the market players concerned. It was unanimously agreed that a working group should be set up as quickly as possible: it was officially created on 12 February 2000;

· take all the necessary steps to enable new entrants to swiftly offer high-speed xDSL services in conditions equivalent to those in which France Télécom was authorized to develop its own services. This required France Télécom to provide new operators with a permanent virtual circuit offer or any other technically and economically equivalent offer.

In this respect, ART served notice
 on France Télécom on 24 December 1999 that it must seek approval for any geographical extension of its ADSL offer.

Chapter V: Assessment of terminal equipment conformity

European directive 99/5/EC
 on radio equipment and telecommunications terminal equipment was enacted on 7 April 1999 and took effect on 8 April 2000. Its primary aims are to facilitate the market launch of telecommunications terminal equipment and to create a single market for all radio equipment.

This directive marks a sea-change in the regulatory framework applying to the marketing of equipment:

· it reduces the number of essential requirements for terminal equipment;

· it streamlines the conformity assessment procedures by introducing a quasi-generalised declaration procedure using harmonized standards;

· notified bodies involved in the conformity assessment procedures are only consulted for their opinions on radio equipment if, in exceptional cases, the harmonised standards do not describe the radio tests;

· the manufacturer is responsible for declaring conformity and bringing the product to market;

· the operators of public networks are free to choose their network interfaces; however, they are obliged to publish the complete specifications for these interfaces so that terminals can be designed to function on their networks;

· the product packaging or instructions must include information on the final authorized use covered by the declaration of conformity with the essential requirements;

· the market must be suitably monitored for non-conformity.

ART was closely involved in the drafting of this directive, which it feels is a step in the right direction. In 1998, as part of the French delegation working on the text, it made a number of proposals for streamlining the conformity assessment procedures and proposed a number of safeguard clauses governing the bringing of radio equipment to market.

Once the directive was adopted, ART took steps to ensure its rapid implementation in France. First, it played a central role in the work done by the economy, finance and industry ministry to transpose the directive into French legislation; second, it defined, as far as its mandate would allow, a number of aspects of the future regulatory framework enabling French manufacturers to gain optimum advantage from the terms of the new law.

1. Transposition of the directive


A transposing legal text is currently being drafted and should be adopted some time in 2000. ART has been consulted in this connection, and issued an opinion on 16 February 2000.

In addition to the work done on the government proposal, ART also participated in the work of a group of sector representatives taking a closer look at the provisions governing the publication by public network operators of the specifications describing their access interfaces. ART submitted a number of proposals to the minister for industry on this matter.

2. Preparing the future regulatory framework

ART believed that the provisions allowing French manufacturers recourse to the streamlined procedures — pending the necessary transposing legislation — should be defined in greater detail.

It consequently adopted two decisions in early 2000 on the designation of notified bodies
 and the publication by public network operators of the technical specifications for their network interfaces
 – prerequisites for manufacturers' use of the procedures. As of April 2000, ART will begin to appoint candidates to perform the conformity assessment tasks for certain products and will list on its website the various publications of public network operators.

Chapter VI: The universal service


The Telecommunications Act of 26 July 1996 establishes the principle that a public telecommunications service must be maintained, and organises its compatibility with the objectives of competition. It details what is meant by a public telecommunications service, of which the universal service is the main component
. France Télécom is the public operator responsible for providing the universal service.

Universal service means the provision of a quality telephone service to everyone at an affordable price. It ensures the free routing of emergency calls, the provision of a directory enquiries service and a subscriber directory in printed and electronic form. It guarantees the provision of public payphones throughout the country. The universal service sets out specific technical and tariff conditions for people who have difficulty accessing the telephone service as a result of physical handicap or a low income. Funding is shared by all operators.

According to the Act it shall be ART's task to evaluate the net cost of providing the universal service and the associated net contributions required from other telecommunications operators.

1. Cost of the universal service

A. Principle

The cost of the universal service is defined as the net cost borne by the operator charged with providing the service. It is calculated by evaluating, on the basis of the operator's financial accounts, the difference between:

(
the situation if the operator did not have to provide the universal service and, as a result, was totally market-driven, and

(
the situation where the operator has to meet the universal service obligations.

The operator generally has to bear higher costs in the second instance than in the first: for example, it has to serve regions or users that would not normally interest it from a purely commercial point of view. However, it is also true that because it serves more people as a result of this obligation, it receives more income than in the first scenario. Consequently, the economic calculation has to take into account the net balance between the additional costs borne and the additional income generated. It should be noted that calculations such as this are complicated insofar as they need to refer to a reference situation, i.e. that of a totally market-driven operator, that is by definition hypothetical.

B. The components

The cost of the universal service can be broken down into five components:

(
the cost related to the imbalance in the current France Télécom pricing structure: this was a transitional component only, covering the period during which France Télécom rebalanced its prices, and was discontinued on 1 January 2000. Mobile operators were exempted from this in return for their commitment to provide nationwide coverage;

(
the cost of providing a uniform geographical service, i.e. of having to serve the whole territory in such a way that all subscribers can access the telephone service for the same price irrespective of location;

(
the cost of offering social tariffs: this is the cost of having to provide a specific tariff offer for certain social categories that would otherwise be penalised by dint of physical handicap or a low income level;

(
the cost of installing and maintaining public payphones nationwide;

(

the cost of providing the universal directory and the associated directory enquiries service.

It should be noted that as at 31 December 1999 a social tariffs structure had still not been established.

C. Role of ART in evaluating the cost of the universal service and operators' contributions

The methods used to evaluate each of the components in the cost of the universal service as well as the definitions of the traffic volumes used to determine the proportionate amounts owed by the various operators were set out in the decree on the financing of the universal service
.

ART further details these evaluation methods, applies them and then proposes to the minister responsible for telecommunications its evaluation of the net costs generated by the universal service obligations, as well as the corresponding amounts due from other operators. The amount is then officially recorded by the minister.

Summary of ART's assessments of the universal service cost

For year
Provisional assessment of the cost of the universal service and the amounts owed by the operators
Final assessment of the cost of the universal service and the amounts owed by the operators

1997
Decision no. 97-186 of 25 June 1997

Decision no. 98-952 of 18 November 1998


1998
Decision no. 97-272 of 22 September 1997
 
Decision no. 00-1 of 5 January 2000


1999
Decision no. 98-907 of 13 November 1998
 
In 2000

2000
Decision no. 99-779 of 30 September 1999

In 2001

D. Method

1. The method used to calculate costs in unprofitable zones

The universal service cost evaluation for 2000 maintains and continues the methodological improvements made in 1999, in particular with the introduction of a model for calculating the cost of unprofitable subscribers located in profitable zones. The most significant new feature concerns the cost of providing a uniform service nationwide, which is now calculated on the basis of real (as opposed to statistical) observation of the physical characteristics of France Télécom's local network. The result is a lower cost of unprofitable zones.


To calculate the provisional cost of unprofitable zones, ART uses an economic model for a typical telecommunications network operator in France. Using this model, costs and income can be allocated for each zone on the basis of the rules set out in annex 1 of the decisions on the cost of the universal service. A number of improvements have been made to the model over time. For the 2000 evaluation, the improvement concerned the sources of information available for the allocation of costs to areas of different population density.


ART uses a representation of the economy of France Télécom's network, with 35 categories (or classes) of local distribution zones identified on the basis of population density. Each category (or class) of zone has been allocated the corresponding costs and incomes. These are determined by applying to the provisional data supplied by France Télécom for the whole of its network those of the accounting rules stipulated in the ART decision
 that can be applied without changing the system used to calculate France Télécom's production costs. All of these rules will be applied to obtain the final value of this component per zone, a value that ART will be submitting to the minister in 2001.


The model mirrors the behaviour of an operator that develops the network on the basis of the most profitable zones, assumed to be those where the population density is highest. For each category of local zone, a net cost emerges when the additional cost incurred by the operator to serve this category of local zone is greater than the direct and indirect income earned by serving this category of local zone.

2. The intangible benefits


The decree of 13 May 1997 on the financing of the universal service does not explicitly take account of the advantages that result from being the universal service operator. However, directive 97/33/EC of 30 June 1997 on interconnection in the telecommunications sector
 requires that the cost of the universal service should take into account the "intangible benefits" obtained by the operator providing the universal service.


ART indicated in its opinion no. 97-4 of 31 January 1997 relating to the draft decree on the financing of the universal service that, in the working programme for the implementation of the decree, "the question of the economic effects and intangible benefits arising from the provision of the universal service will also be examined".

ART thus set about trying to quantify these effects.


As part of the preparatory work for the provisional evaluation of the cost of the universal service in 1999, ART reviewed all of the work already carried out to quantify the intangible benefits of being the universal service operator, and in particular the European Commission Communication of 27 November 1996 on the criteria for evaluating the cost of the universal service, and a study by WIK, a consultancy, commissioned for the European Commission in 1997.


The resulting view was that a number of the benefits suggested in this work are already taken into account in ART's rules for applying the methods required by the decree on the financing of the universal service. The only benefits not to be taken into account are those relating to the universal operator's brand image. As a result, ART tackled the evaluation of these benefits by identifying the effect of the brand image of an operator such as France Télécom and, within that effect, the impact of the brand image of the universal service provider.


ART continued to work on its evaluation method in 1999 and commissioned a study from an independent consultancy to quantify these effects by surveying a representative sample of households.


This study evaluated the intangible benefits generated by being the universal service operator at FF550 million in 2000.

2. Evaluation of the cost of providing the universal service in 1997, 1998, 1999 and 2000

Table summarising the evaluated cost of providing the universal service (in FF million)


1997

1998

1999

(since 1/3/1999)
2000


provisional
final
provisional
final
provisional
provisional

Components of the cost of the universal service







Imbalance in the France Télécom pricing structure
1,756

(0.69 centimes /min)
1,824 

(0.68 centimes /min)
2,242

(0.8 centimes /min)
2,038

(0.68 centimes /min)
16

(0.01 centime /min)
0

Uniform geographical service

(unprofitable zones + unprofitable subscribers)
2,634

(1.03 centimes /min)
2,736

(1.02 centimes /min)
2,717

(1,892 + 825)

(1 centimes /min)
2,159

(1,295 + 864)

(0.72 centimes /min)
1,550

(1,444 + 106)

(0.47 centimes /min)
1,446

(1,288 + 158)

(payment / the fund)

Nationwide provision of public payphones


163
187
189
165

Social tariffs
439
456
921
0
1,105
1,211

Directory and directory enquiries service


0
0
0
0

Total
4,829
5,016
6,043
4,384
2,860
2,822

3. Means of financing the universal service

The Act requires that the cost of providing the universal service, borne by France Télécom, should be spread fairly among all the telecommunications operators and financed in proportion to their share of the total traffic.

A. The transition to a new financing regime


Since 1 January 2000, the cost of the universal service has been financed by application of a regime set out in the 1996 Act. The component relating to the imbalance of France Télécom's pricing structure no longer exists. All the components of the universal service are now financed out of the universal service fund.

Since 1997, the cost of the universal service has included a component related to the "imbalance of the current telephone pricing structure with respect to normal market forces". France Télécom's public service mission under the old monopoly created an imbalance in the public operator's prices: the subscription tariff was lower than the corresponding costs so that as many people as possible could subscribe to the telephone service; long-distance and international call charges, on the other hand, were higher than their actual cost.

Because, in a competitive system, services must be charged for in line with costs, the Act introduced a mechanism for the gradual rebalancing of these tariffs, accompanied by a transitional financing mechanism and the introduction of special social tariffs as part of the universal service to give the more disadvantaged members of society access to the telephone service. France Télécom's tariffs were to have been rebalanced by 31 December 2000 at the latest. Article R. 20-32, in its reading subsequent to the decree of 13 May 1997 on the financing of the universal service, evaluated the reference monthly subscription tariff, i.e. the tariff corresponding to a rebalanced structure, at FF65 excluding VAT.

The Act also stated that once it was noted that the imbalance had been rectified, a new financing regime would then have to be established: the tariff imbalance regime and the additional charge on top of the interconnection fee established to fund this component, as well as that relating to the provision of a uniform nationwide service, are all to be scrapped. The Act stated that "the transition to this new financing regime shall be decided by the telecommunications minister, on the advice of the telecommunications regulatory authority, following the opinion of the public service commission for posts and telecommunications ".


In view of the increase in France Télécom's subscription charge from FF56.38 to FF64.68 excluding VAT as of 1 March 1999, and in view of the many reductions in the public operator's long-distance and international tariffs since 1996, ART felt that the telephony pricing structure was now rebalanced. On 22 June 1999, it proposed to the minister for industry that the new financing regime provided for by Article L. 35-3-II
 should take effect as of 1 January 2000. The decision to introduce the new regime was ratified by the order of 29 September
.

B. The universal service fund

The universal service fund was set up in 1997. ART defined the technicalities of how this fund would be managed in association with Caisse des Dépôts et Consignations (CDC). An agreement was reached between ART and CDC and was then approved by the minister for industry on 19 December 1997.

Thus, the operators pay their provisional contribution into the universal service fund in three instalments on fixed dates each year – 20 January, 20 April and 20 September. The following year, when the final cost is known, the contributions are adjusted to take account of the real figures, by 20 December at the latest.

The control committee is chaired by Mr Pierre Parthonnaud, senior auditor at the Court of Auditors; the other two members are Mr Roger Chinaud, member of the ART executive board, and Mr Gillon, head of the CDC's regulated deposits department. The committee has met six times since its inception. Its mission is to manage the fund and, in particular, to approve the total fund management costs incurred by the CDC as well as a list of lawyers and a schedule of fees.

The fund management costs are, like the contributions to the cost of the universal service, spread proportionately between the different operators. Because some operators are called upon to pay very modest amounts, the auditing committee decided to round up contributions to the nearest FF100.

Provisional fund management costs for 1999 totalled FF124,891 excl. VAT.
C. Operators' contributions

1. Distribution of the "geographic cost"

As of 1 January 2000, the cost of providing a uniform service nationwide (the "geographic cost" - C2) has been financed out of the universal service fund. Each operator contributes to the fund and bears a share of the C2 cost in proportion to its volume of telephone traffic, in line with Article R. 20-39 of the code.

The definition of the volume of telephone traffic corresponds to the telephone traffic invoiced by or for the operators. After an examination of the positions expressed by the various operators, ART notably opted to allocate the levels of fixed-to-mobile traffic to the fixed operator.

Every year, operators respond to an ART questionnaire detailing their forecast volumes of invoiced telephone traffic. On the basis of these figures it is possible to calculate each operator's net contribution to the universal service fund for the C2 component.

2. Distribution of the cost of social tariffs, providing a nationwide payphone service and a directory and directory enquiries service

The cost of the social tariffs and of providing public payphones, the telephone directory and the directory enquiries services (C3) is funded by the public network operators and the public telephone service suppliers through contributions to the universal service fund.

Each operator contributes to the fund and bears a portion of the C3 costs in proportion to the measured volume of traffic entering and leaving the terminals connected to its public networks, in accordance with Article R. 20-39.

By way of a questionnaire and an accompanying declaration guide, the operators send ART their incoming and outgoing traffic volume forecasts for their subscribers. These values are then used to calculate the net contribution of each operator to the universal service fund for cost C3.

A number of operators contribute nothing to the universal service fund for these C3 components. This is because traffic is measured at the subscribers' terminals, so operators that do not have direct subscriber connections account for none of the subscriber-end traffic. This is the case in particular when the operator is a carrier for other operators or when the operator only routes long-distance calls.

3. Calculating the operator's contribution

An operator with an incoming and outgoing volume of traffic measured at subscriber terminals of Vb and a volume of invoiced telephone traffic of Vf thus contributes:


- C2.Vf/V + C3.Vb/V' where:

. C2 is the geographic cost;

. C3 is the cost of the social tariffs, public payphones, the directory and the directory enquiries service;

. V and V' are respectively the sums of Vf and Vb for all operators.


- reduced, when appropriate, by the cost of providing the universal service.

To this contribution is added the operator's share of the cost of having the CDC manage the fund (calculated in proportion to the size of the contribution).

For the year 2000, operators' forecasts give a provisional volume V of 214 billion minutes and a provisional volume V' of 386 billion minutes.

France Télécom is the sole supplier of the universal service and is thus credited with the net costs of C2 and C3.

Calculation of flat-rate contributions

Certain operators failed to provide ART with any traffic forecasts. ART decided to adopt the following method for these operators:

· if the operator only holds an L.33-1 public network operator's licence then ART allocates it the value of zero for incoming and outgoing traffic and zero for the billed telephone service. This is because these operators are not connected directly to the end-users for the provision of a telephone service and do not directly invoice the end telephone customer;

· if the operator only holds an L.34-1 public telephone service provider's licence then ART allocates it the value of zero for incoming and outgoing traffic. This is because the operator does not own a network allowing it to connect up directly to end-users. Where the billed volume of traffic is concerned, these operators are treated in the same way as L33-1 and L.34-1 licence holders that failed to send ART their traffic forecasts (below);

· if the operator holds both an L.33-1 and an L.34-1 licence and fails to send ART any forecasts of billed telephone traffic then ART sets its provisional contribution to the fund at the flat rate of FF25,000 corresponding to geographic cost. If the holder of both an L.33-1 and an L.34-1 licence fails to send ART its incoming and outgoing subscriber traffic forecasts then ART sets its provisional contribution to the fund at the flat rate of FF25,000 corresponding to the cost of the social tariffs, public payphones, the directory and the directory enquiries service.

· if the operator fails to supply a forecast volume of traffic and ART believes that if it had replied it would have had to contribute much more than FF25,000, then the regulator estimates this operator's provisional volume of traffic for the year, Vf and/or Vb. This was the line of action adopted in 2000, with the contributions of defaulting operators being calculated on the basis of these estimates.

Chapter VII: Pricing regulation

1. Tariff monitoring in 1999
A. Changes in ART's opinions

1. Opinions adopted in 1999


In 1999, France Télécom sent ART 170 tariff decisions, 110 for an opinion and 60 for information (excluding mobiles), a rise of around 16% on 1998. ART thus received 110 requests for an opinion on tariff decisions relating to the creation, experimentation with or generalisation of new services, changes in prices (especially for the telephone and leased line services), tariff diversification and the Internet.


Of these 110 requests, 3 were subsequently withdrawn by France Télécom, 99 were examined by ART and 8 were still being examined as at 31 December. On the basis of the dossiers examined, ART grouped certain categories of tariff decisions together in a single opinion (telephone service, tariff options and the Internet), thereby reducing the number of opinions issued.

As at 31 December 1999, ART had thus issued 74 public opinions on France Télécom's tariff decisions.
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2. Distribution of opinions
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The distribution of the opinions issued by ART by area of application is as follows:

· 60.8% for telephony and associated services, of which:

· 32.4% for tariff options;

· 9.4% for advanced services;

· 6.8% for Numéris (ISDN);

· 4.1% for directory and directory enquiries;

· 5.4% for Audiotel and Télétel (shared-revenue and videotex services);

· 6.8% for leased lines and data transmission;

· 9.5% for the Internet;

· 13.5% for other services.


All in all, almost 42% of the opinions issued by ART in 1999 concerned tariff options and the Internet.

3. Results

When examining France Télécom's tariff decisions, ART focused mostly on the following points:

· the status of the service with regard to the scope of the approval;

· bringing prices into line with costs;

· the effects on competition;

· effects on the users.

A total of 99 tariff decisions were received for approval and examined by ART in 1999. They included:

(
72 tariff decisions received a favourable opinion from ART (73%). They all received ministerial approval: 51 decisions (71%) by tacit agreement and 21 decisions (29%) via a specific ministerial decision;

(
27 tariff decisions (27%) were covered by partly or wholly unfavourable opinions (18 actual opinions) from ART; of these, 23 decisions (85%) were not approved by the ministers.

The extent of the work done over three years can be gauged by the following figures:

· 1997: 138 tariff decisions received, of which 93 for approval, giving rise to 61 opinions;

· 1998: 147 tariff decisions received, of which 105 for approval, giving rise to 80 opinions;

· 1999: 170 tariff decisions received, of which 110 for approval, giving rise to 74 opinions.
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TD: Tariff decision

B. Price trends

During the first half of 1999, France Télécom continued to rebalance its tariffs, bringing the process to a conclusion. Tariff movements in March concerned a rise in the subscription price and a fall in price of telephone communications.

The rise in the price of the standard residential subscription brought the subscription rate up to the level required by Article R. 20-32 of the Posts and Telecommunications Code concerning the financing of the universal service; this reference price corresponds to the central value for the subscription tariff that the economic expert group chaired by Mr Champsaur felt to be balanced.

In the second half of the year, of particular note was France Télécom's proposal to change the tariffs for corporate subscribers:

· a change to the Présence
 tariffs for Voisinage 2, Voisinage 3, Voisinage 4 (near-local, see table below), long-distance and international calls;

· the extension of the proposed measures to corporate contracts;

· a change to the international call rate for residential subscribers.

Essentially, these changes resulted in:

· a hike in the price of the standard residential subscription and the price of professional contract subscriptions, Présence and Numéris professional:

· standard residential subscription: a rise of 14.7% (FF10.00 francs including VAT) as of 1 March 1999;

· standard professional subscription: a rise of 11.9% (FF8.00 francs excluding VAT) as of 1 March 1999;

· Présence and ISDN professional subscriptions: a rise of 8.8% (FF8.00 francs excluding VAT) as of 1 March 1999;

· a fall in the price of Voisinage 3, Voisinage 4 and long-distance calls. The price of national long-distance calls fell by an average of:

· 11.6% in March 1999 for residential subscribers;

· 9.8% and 14.5% in March and September 1999 respectively for professional contract holders;

· 9.2% and 8.7% in March and September 1999 respectively for professional Présence and Numéris contract holders;

· price cuts for traffic between metropolitan France and the overseas départements and territories. The residential tariff was in this way reduced by 11.7% on average in March 1999;

· a change in the tariff structure for international calls, resulting in a price cut for most international destinations. The price of calls to neighbouring countries fell on average:

· by 12.1% and 9.5% in March and September 1999 respectively for residential subscribers;

· by 11.9% and 21.4% in March and September 1999 respectively for business contract holders;

· by 16.4% and 13.6% in March and September 1999 respectively for Présence and ISDN business contract holders;

· a change in the time of day brackets for telephone communications, the off-peak rate henceforth applying also on Saturday mornings from 8-12 o'clock.

Examples of tariffs in application as at 31 December 1999

1. Monthly price of telephone subscriptions
Standard residential subscription 
FF78.00 including VAT

Standard business contract
FF75.00 excluding VAT

Présence business and/or ISDN business
FF99.00 excluding VAT

2. Pricing of telephone communications from a subscriber's terminal


Duration of the

time credit
Price per minute in FF including VAT

after the time credit period has elapsed


for
Normal rate *
Reduced 


FF0.742 incl. VAT
General rate
Présence rate**
rate

Local
3 minutes
0.28
0.25
0.14

Voisinage 1

(up to 25 km)
111 seconds
0.40
0.362
0.20

Voisinage 2

(25-30 km)
74 seconds


0.60


0.482


0.30



Voisinage 3

(30-52 km)
47 seconds


0.85


0.603


0.425



National

(>52 km)
39 seconds
1.00


0.65


0.50



(*): normal peak rate (Monday-Friday, 8 a.m.-7 p.m.)

(**): special rate for professional contract holders.

2. Opinions on France Télécom tariff decisions

A. Trends in basic telephone tariffs in 1999

France Télécom proposed increasing, as of 1 March 1999, the residential and professional telephone subscription charge and the reduced-rate subscription, at the same time as lowering the price of certain types of telephone call (national and international). These tariff changes would be accompanied by the scrapping of peak rate on Saturday mornings (8-12). In its analysis, ART concentrated on the more significant recent changes France Télécom had made to its pricing structure, the situation of retail prices in relation to costs, the situation regarding competition, the situation vis-à-vis the universal service and the effects of these changes on the consumer. It issued a favourable opinion on the proposals but vetoed France Télécom's restriction whereby the reduced-rate subscriber cannot select a rival long-distance carrier. France Télécom decided to drop the reduced-rate subscription as of 18 May 1999.

In July 1999, France Télécom suggested a series of changes to the pricing structure for calls for professional contract holders and professional Présence and Numéris contract holders, and proposed a new set of international rates for both residential and professional customers, taking effect as of September 1999. The aim of this decision was to extend the use of special rates currently enjoyed by professional Présence and Numéris contract holders to professional contract holders in general, and to lower the price of certain communications. ART came out in favour of these measures on condition that France Télécom adjust some of its tariff options.

The fact is that any move to reduce the basic rate will automatically have a knock-on effect on all pricing options that are expressed as a percentage of the basic rate. ART therefore had to look at the tariffs that would result from a modified basic rate. It concluded that for certain options the new rate would be incompatible with the costs borne by a rival operator seeking to compete on an equal footing, i.e. it would breach the ceiling estimated by ART. In July 1999, the ceiling rates used for international communications were in the region of 22% for corporate customers and "small company sites" (for whom the rival operator provides its service through indirect interconnection and carrier selection) and around 27.5% for "major sites" where the volume of traffic justifies a leased line connection. For national communications, the maximum ceiling used for companies and corporate customers was 35%.

Noting that certain tariff options exceeded these ceilings, ART issued a favourable opinion on the cuts to the basic tariffs for corporate customers but with the express reservation that these options should be modified by France Télécom accordingly.

ART laid particular emphasis on the strict respect for these changes, although they should in any case be natural consequences: as the basic tariff falls and draws closer to costs, so the reductions offered by the options will also fall. It should also be noted that the customers of the tariff options concerned will in any case benefit from the general cuts in the basic price.

On 6 August 1999, the ministers approved the corresponding tariff decisions, with the reservations expressed by ART. France Télécom then modified its retail price catalogue, as required by the ART opinion.

B. General public telephony

1. Price trends specific to telephony and the associated services

a. Fixed costs

· Modification of the set-up fee (network access charge) for the telephone service

The decision proposed by France Télécom concerned changes to the telephone service set-up fee (when taking on an existing installation for which a subscription was cancelled no more than six months previously), the cost of installing a second line and the call-out charge if installation start-up requires the presence of a France Télécom technician.

ART noted that, because of the number of working days involved, this call-out charge at least doubles the existing set-up costs for a consumer requiring this service. What is more, the method used to calculate the call-out charge — even though France Télécom feels it is justified from the point of view of aligning prices with cost — suggests to ART that rural zones and residences in outlying areas will be hardest hit by this measure.

ART therefore opposed the call-out charge for set-ups requiring the assistance of a France Télécom technician because the operator is the sole assessor of this need and because the selection criteria are not defined or explicit; it did, however, approve the other components of the tariff decision.

· The charge for changing a telephone subscription

France Télécom suggested standardising the fee paid by a subscriber when changing from one subscription type to another because its retail price catalogue was not accurate enough to cover all possible variations of contract changes. ART issued a favourable opinion, agreeing that a mechanism making the set-up and change handling charges easier to understand helped to keep the consumer better informed.

b. Promotions

· Price promotion on calls to Morocco

This decision consisted of offering a special price on fixed subscriber telephone calls to Morocco between 9 and 14 July 1999. ART agreed that this price promotion did not contravene the rules of fair competition.

· Free suspension of the telephone subscription for students

This decision offers to cancel, for two years, the charge that students would normally have to pay to suspend their telephone subscriptions over the summer holiday period. They can therefore opt to suspend their subscription, free of charge, for up to three months during the period 1 June to 30 September inclusive. This makes for a saving of FF30.51 including VAT (EUR4.65) per customer. ART issued a favourable opinion in this regard, considering that this offer was based on objective and clearly defined eligibility criteria and that it was not discriminatory for the consumer.

c. Other business

· Directory enquiries service: Reduction in the price of the reverse search facility using the "12" code from a subscriber terminal and the introduction of reverse searching via the "12" service from public payphones

ART came out in favour of both these measures, considering that they benefited users and met their expectations.

· Reduction in telephone call charges in the seven isolated tariff zones of Guyana for calls made from fixed terminals or from a public payphone

The decision sought to cut the price of calls made in the isolated tariff zones of Guyana. ART was of the opinion that the measure helped open up the municipalities of western Guyana and thus met certain public service obligations.

· Price changes for the domestic telegram service

France Télécom's proposal aimed to update two aspects of service pricing: the price of telegrams sent entirely automatically, and the option for "programmed delivery" for ordinary and official telegrams and illustrated ordinary and official telegrams. ART focused essentially on the change in the price of ordinary telegrams, the development of optional services, the telegram offering "pre-programmed delivery" and the consequences of the repealing of the agreement signed with the French Post Office. It issued a favourable opinion.

2. Tariff options

· Development of the Primaliste offer
: This decision provides for a 25% reduction (instead of 20%) on the price of calls made as of 1 September 1999 to six numbers selected by France Télécom or chosen in advance by the customer. This costs an additional FF10 per month, including VAT (down from FF15). ART issued a favourable opinion on this decision.

· Primaliste International 1 and 3
, Primaliste in the overseas départements
 and Primaliste 25%

The Primaliste International tariff options of October 1995 were scrapped with the introduction of Primaliste Pays, offering a 25% reduction for 50 destinations. Primaliste was made available in the overseas départements, and the Primaliste reduction was increased from 20% to 25%. ART checked that this higher rate was in line with the costs of a new operator wishing to offer a comparable reduction to its customers through carrier selection.

· Creation of the Toi et Moi ("my favourite number") tariff option
: This offer was for residential customers only, giving a reduction in the cost of calls to a single correspondent chosen by the service subscriber, excluding local calls and with no additional charge. Introduced as of 1 September, this option gives a 50% reduction on that part of the call that extends beyond the first five minutes. ART issued a favourable opinion.

· Libre Cours flat rates


France Télécom's Libre Cours flat rates, created in May 1999, are for long-distance calls (outside France Télécom's local area) made during certain times of the day. In June 1999, France Télécom proposed creating a one-hour flat rate and changing the existing two- and three-hour flat rates.


ART is, in principle, in favour of any price cuts liable to benefit residential consumers who make a lot of long-distance calls. However, it had to ensure that these flat rates did not have the effect of edging out France Télécom's rivals. It therefore compared the income generated by flat-rate customers in each of the three categories with the costs incurred.


ART concluded that while the two- and three-hour flat rates did not generate any scissors effect on pricing, the one-hour rate, on the other hand, generated income far below the costs that would be incurred by a rival long-distance operator. This scissors effect is attenuated if the consumption of customers not signed up to the flat-rate offer is taken into account. However, because the potential profits generated by this offer are highly dependent on the level of non-flat rate consumption, ART issued an unfavourable opinion for the one-hour flat rate, which did not receive ministerial approval.

3. Additional services

· The "extra line" fee


France Télécom proposed creating three flat rate charges (4, 10 and 15 hours), enabling a customer with at least one analogue line to take out a subscription for an additional analogue line plus a certain number of hours of local calls made on it.


Internet access calls are included in these flat-rate charges on condition that the customer's Internet access subscriber has a geographic number accessible at the local rate, connected to a line managed by France Télécom or another operator, or a non-geographic Transpac Internet access number (08 36 01 13 13, 08 36 01 13 DU, 08 36 06 13 1U, 08 36 01 30 13, 08 60 00 00 00, 08 60 00 10 00), or a Siris Internet access number (08 60 02 MC DU). Initially, France Télécom had suggested only including the 08 36 Transpac numbers. ART asked France Télécom to either exclude all non-geographic Internet access numbers or to include them all: it opted for the latter.


According to France Télécom, these flat-rate charges were intended for voice telephony use. However, ART felt that the 10- and 15-hour flat rates could equally be used for Internet access calls.


Because the 10- and 15-hour flat rates could thus have a major impact on the Internet access communications market, ART decided to examine whether an operator purchasing an indirect interconnection from France Télécom could offer Internet access traffic at equivalent prices.


It analysed the proposed flat-rate packages from the point of view of their potential effects on the local loop market and on the Internet access market.


ART concluded that a local loop operator competing with France Télécom at the same level of cost effectiveness could not propose an offer equivalent to the four-hour flat rate over the long term. The income generated by the 10- and 15-hour packages for a telephony service appeared to more or less break even against costs, although this balance was highly dependent upon long-distance and international traffic consumption. On the other hand, if the package were to be used for Internet access then it would be impossible for rivals buying an indirect interconnection from France Télécom to offer the same rates.


There is therefore little doubt that the four-hour package poses a threat to the opening up of the local market, while the 10- and 15-hour flat rates jeopardise the conditions for competition on the Internet access market.


The ministers followed ART's advice and rejected the four-hour package. The 10- and 15-hour packages were approved for non-Internet communications only.

· Fixed-to-mobile calls: opinion
 on tariffs for calls made to "Dauphin Télécom" mobiles

France Télécom set a special rate for calls made from a fixed terminal to a mobile telephone on the network operated by Dauphin Télécom on the island of St. Martin.

According to current legislation, the retail price charged for fixed-to-mobile calls is calculated as the sum of the fee for routing the call over the fixed network (set by the fixed operator) plus the fee for terminating this call (set by the mobile operator).

In the case in hand, the mobile operator (Dauphin Télécom) was free to contractually set the charge for terminating calls on its network, whereas France Télécom, as a fixed operator subject to the "SMP operator" rules and the regulatory framework established by the European ONP "voice telephony" directive 98/10, must respect the following obligations with regard to the routing charge:

-
non discrimination: in given routing conditions and for a given termination fee, the routing fee charged by the fixed operator shall not be dependent upon the operator of the terminating network;

-
cost alignment: this principle guarantees consumer protection.

These principles were further detailed in an ONP Committee memo
 which states in particular that the fixed operator must charge its subscriber for the costs of routing the call on its network plus the associated commercial costs, this charge being commonly termed as a "withholding charge".

The interconnection agreement negotiated between Dauphin Télécom and France Télécom indicates the level of the charge applied by Dauphin Télécom to terminate calls on its network. However, by application of this agreement and the retail tariff proposed by France Télécom, it emerged that the "withholding charge" was not in line with actual costs. ART felt that the retail tariffs proposed by France Télécom did not comply with the need to protect the interests of the consumer and consequently issued an unfavourable opinion.

· Pricing of the cyclone alert system 08 36 74 74 74 available on Réunion Island 

This tariff decision proposed offering the inhabitants of Réunion access to recorded weather information messages regarding tropical storms. This cyclone alert service would be accessible via a special number (08 36 74 74 74) and would further complement the range of weather information mechanisms available on the island of Réunion. ART issued a favourable opinion.

· Trials of the "automatic call-back" service


Using the experimental "automatic call-back" service, a subscriber who has tried to reach a correspondent only to find that their line was busy can request to be automatically put through when the called party finally hangs up, without having to redial. The automatic call-back command remains active for 30 minutes.


The trial was scheduled to run from 1 October 1999 to 30 April 2000 for subscribers in the Gironde département. The automatic call-back service was allocated automatically and free of charge to all fixed analogue lines irrespective of the subscription package that the customer had signed up to.


The call resulting from this service is charged to the original caller. The price of the call is the normal price listed in the retail price catalogue, while all of the reductions applied to ordinary calls also apply in this case (reduced rate, tariff options, etc.).


ART believed that this service must operate irrespective of the long-distance carrier selected or preselected by the subscriber and irrespective of the local loop operator (fixed or mobile) used by the called party.


The service for calling back a busy called party has already been standardized by the ETSI. The SPIROU interconnection interface, defined by ART in association with the operators, has been selected. Thus, the interconnection offer proposed when the service is made available to the French public as a whole must allow full service interoperability with local loop operators.


Moreover, any generalisation of the tariff mechanisms (the service being provided free of charge) and marketing mechanisms (automatic allocation) used by France Télécom for the trials would pose a serious threat to competition when the service is introduced on a wider scale.


ART issued a favourable opinion, while expressing these reservations, and the ministers approved the trial with no specific conditions being attached at that stage.

· Trials of the Accommodation Enquiries service

France Télécom proposed trialling an Accommodation Enquiries service for four months as of 14 June for customers of the Narbonne regional office. This service provides customers with tourist accommodation information (hotels, central reservations desks) and can also connect them for immediate bookings; it is accessed by dialling "12". ART issued a favourable opinion.

C. Corporate and professional telephone services

1. Specific price trends

· Changes to the promotion encouraging the bulk-buying of Numéris ISDN lines

This decision sought to modify the measures aimed at encouraging the bulk-buying of Numéris lines, in terms of the number of lines entitling the customer to a price reduction and with regard to the Numéris access packages concerned. ART issued an unfavourable opinion, considering that, in the long-term, this decision hampered the emergence of competition on the corporate local loop market.

2. Tariff options

a. For professionals (Avantage range)

· Changes to the Avantage range

Where international communications are concerned, France Télécom suggested creating a new tariff option for professional customers entitled Avantage International, and for corporate customers entitled Modulance International Volume. Both packages offer the user a sliding scale of prices on international communications made from a given site. The structure and tariffs of the Avantage Pays Version Ligne option were changed in June 1999 when more countries were brought into the scheme. ART issued favourable opinions for these proposals
 and they were then approved.

In July 1999, France Télécom proposed increasing the rate of the reduction offered by the Version Ligne and Version Site options of Avantage Partenaires from 20% to 25%. In return for a specific monthly subscription fee, customers are offered reductions on the price of calls to six numbers that are either selected by the customer in advance or are chosen automatically (corresponding to the most frequently called numbers). These six numbers can be selected from the customer's national (local, near-local and long-distance) and international calls. ART's opinion of 28 July 1999
 opposed this change on the basis that it would lead to rates incompatible with the costs incumbent upon a new operator reliant on France Télécom's international interconnection offer. However, the prices charged for this interconnection were lowered on 1 October 1999 and the decision subsequently received ministerial approval in November 1999.

At the same time, France Télécom proposed creating a new option, Avantage Global, most notable for the fact that there was no set-up charge and no monthly subscription. ART rejected this proposal in another opinion
 of 28 July 1999 because of the level of the tariffs on offer.

France Télécom subsequently reduced the level of the reduction offered by this option and suggested creating two further options in the Avantage range: Avantage National 2 and Avantage International 2. All three of these options differed from existing offers insofar as they did not require a monthly subscription and offered low or even free set-up charges.

However, in certain circumstances, customers wishing to select their long-distance carrier for an identical service may need to technically upgrade their on-site equipment, especially if carrier preselection is not an option. Such an upgrade incurs an additional fixed cost, the actual amount depending on the size of the site and the type of PABX used. Thus, in order to assess just how viable it would be for a rival operator to propose an offer identical to that of France Télécom, ART had to estimate the additional cost to the customer of making these changes. After polling the views of the sector on this matter, ART issued a favourable opinion for the creation of these three tariff options.

France Télécom then added a further two tariff options to the Avantage range: Avantage National Plus and Avantage Global Plus. These offer a sliding scale of prices based on the volume of ordinary and Numéris communications, with prices varying depending on the consumption bracket. The proposed one-off set-up charge was FF100 excluding VAT per site, irrespective of the number of lines, with no monthly subscription charge.

Avantage Global Plus offers reductions on national and international calls, but not local calls. The reductions range from 20% to 29% depending on the bracket that bimonthly consumption figures fall into.

In view of the distribution between national and international traffic for the companies targeted by this option as proposed by France Télécom, the maximum reduction on offer is less than the ceiling on reductions calculated by ART and taking account of the additional costs of upgrading the customer's PABX equipment to enable call-by-call carrier selection.

The Avantage National Plus option only concerns national calls (but not local calls). Here the reduction rate varies between 25% and 35% depending on consumption. Again, in view of the average consumption of the customer base targeted by this option, the effective reduction percentage is less than the ceiling estimated by ART.

ART thus issued a favourable opinion on both these new options.

b. For companies (Modulance range / ORE, TRE, PTV)

· Creation of "extended network" options

The so-called "extended network" series of options (ORE) is an additional layer in the Modulance Multi-site range of tariffs targeting companies whose sites are heavy consumers of telephone services ("major sites").

ORE allows the other sites ("small sites") of Modulance customers to benefit from reductions irrespective of their telephone consumption, on condition that the major sites consume a certain level of telephone traffic.

At the request of ART in its opinion
 of 14 October 1998, the tariff decisions concerning ORE were approved for a limited period only. On 21 July 1999, France Télécom sent a complete summary of these offers, requesting full approval.


The reductions on offer – 5% or 8% – are lower than in other corporate tariff options and, in principle, pose no problem in terms of costs either for France Télécom or for a rival operator.


However, ART was keen to examine in detail one key feature of these options, namely that they are not subscription-based and require only the payment of a set-up charge of FF100 per site. To determine whether a customer could obtain an equivalent offer from a competing operator, ART employed the same method as for the Avantage range (cf. above): first it estimated the fixed cost borne by a customer to upgrade its PABX equipment so that it can use the services of a rival operator if it so desires; then ART sought to ascertain whether this fixed cost could be covered by a reduction in the price of the company's telephone traffic in line with the minimum costs incurred by a rival operator.



ART found that the tariff decisions under examination did not pose any cost-related problems and therefore issued a favourable opinion on these two tariff decisions.

· Changes to the TRE range - Atout RPV

ART issued three separate opinions on the creation of and subsequent changes to France Télécom's Tarif Réseau d'Entreprise (TRE, for Company Network Tariff) options giving multi-site companies reductions on the price of different kinds of telephone communications. TRE options all feature set-up charges and subscriptions 


Overall, while ART was able to approve the changes regarding local and national long-distance calls
, international interconnection tariffs and mobile surcharges complicated the issue of the TRE international offer
. Excessive reductions in this traffic would generate a scissors effect for a new operator calling on France Télécom to route its international-bound traffic: consequently ART issued an unfavourable opinion on this part of the offer.

· The creation of the PTV options

France Télécom proposed creating a new range of tariff options for multi-site companies called PTV (plan tarifaire au volume, or volume-based tariff plan). The incumbent operator made two successive proposals, each including three tariff options: PTV Local (local communications), PTV National (long-distance and international calls) and PTV Global (all types of communications).

After examining the tariff levels associated with these options from the point of view of the costs borne by a new and efficient operator, ART issued a favourable opinion on PTV Local options and an unfavourable opinion on PTV Longue Distance options
; it also felt that the PTV Global option was incompatible with the principle of offer segmentation, a principle that was stressed by the competition authority in its opinion no. 98-A-26 of 16 December 1998 on France Télécom's customised offers: "offers and reductions must be defined, presented and justified on a segment-by-segment basis".

The segmentation of offers is essential if customers' freedom of choice is to be respected. It has no impact on billing because a combined PTV Local and PTV Longue Distance subscription per site results in an identical bill to that generated if a PTV Global subscription had been taken out. The ministers agreed with this analysis and decided not to approve this Global option.

The PTV Local and PTV Longue Distance options were approved following ART's green light, in the decision
 of 15 December 1999, for France Télécom's new interconnection tariffs for 2000. They were marketed as Avantage Volume.

3. Other services 

· The Numéro Fixe-Mobile service

Numéro Fixe-Mobile is a fixed-mobile convergence service for companies, allowing employees to divert calls made to their office phone to a mobile telephone, another fixed telephone or to a special voicemail service (replacing existing fixed and mobile messaging services). This is France Télécom's first venture into commercial fixed-mobile convergence.

The customer — i.e. the company — pays a set-up charge and a monthly subscription, and is charged for the diverted leg of the call at a special rate which includes a reduction-for-volume offer for some calls.

ART stressed the innovative nature of this service, which meets a market requirement. It examined the reductions for volume on calls diverted to mobiles, and the technical and economic ability of a competing fixed or mobile operator to develop a comparable service for its own customers.

ART finally issued an unfavourable opinion on the tariff levels associated with this offer, for two main reasons: firstly, the reductions for volume that France Télécom wanted to apply to calls diverted to Itinéris mobiles were different from those determined by the mobile operator, contradicting the principle set out in the mobile operators' licence whereby incoming tariffs are set by the mobile operators; secondly, as a consequence of this, the average price of diverted calls was incompatible with the costs borne by a rival operator seeking to offer a comparable service.

· Numéro Choisi offer

This decision offers professional customers the choice of a mnemonic number of up to five digits on the basis of criteria set by France Télécom. ART issued a favourable opinion, considering that this offer was a response to user needs.

D. Leased lines

· Development of national leased line tariffs

Since the publication of directive 90/57/EC (amended by directive 97/51/EC to bring it in line with the introduction of competition), offers of leased lines to end customers have been subject to the conditions of ONP (open network provision). For leased lines this means increased obligations, the requirement to bring prices into line with costs, and the introduction of a system for tracking costs to ensure that this requirement is met. These obligations apply to all of the leased lines furnished by an operator subject to the ONP rules (France Télécom in France) and not just to those leased lines that have to be provided in accordance with the harmonisation of offers.

France Télécom's leased lines tariff proposal for 2000 made very few changes with regard to the price of low-, medium- and very high-speed analogue and digital leased lines.

The key innovation concerned the scrapping of a uniform geographic pricing structure for 2 Mbit/s and 34 Mbit/s lines. The proposal was for a set of different tariffs depending on where in the country the lines began and ended: the price cut primarily concerned leased lines starting and ending in densely-populated zones.

ART examined the suggested changes using two separate methods: international price comparisons, and an analysis in terms of costs – especially where the 2 Mbit/s and 34 Mbit/s changes were concerned.

ART concluded from its investigations that the income generated on the leased lines market allowed France Télécom to offer bigger reductions than those being proposed in this tariff decision. It based its opinion essentially on the provisional figures it had received from France Télécom, which showed margins allowing even greater price cuts.

It was felt essential for France Télécom to improve its system for calculating cost price and for these changes to be included in the current audit of France Télécom's accounts for 1998. This information is important if ART is to issue a more informed opinion on leased line tariffs in general.

The precise evaluation of short-distance leased line costs and revenues in particular is crucial given the effect of this category of connection on the market for both the end-users and the operators.

When the results of the audit are known, France Télécom will have to come up with a new tariff decision. France Télécom should offer the new prices to its customers by 1 July 2000.

Where 2 Mbit/s connections are concerned, ART noted a sizeable difference between tariffs for densely and sparsely populated zones.

Price differences such as these, between different geographic zones, call for a more exhaustive study from the point of view of costs and the resulting zonal imbalance. It should be possible to make significant cuts in the price of lines having one end in a less densely populated zone; moreover, these reductions should be concentrated on the monthly subscription fee rather than on the service set-up charge, so that all customers benefit.

ART therefore issued an unfavourable opinion on the tariff change proposed by France Télécom for 2 Mbit/s lines.

In view of the importance of this category of leased line for the users (end customers, service providers and operators), ART asked to receive a new set of proposals in time for a more informed opinion by 1 January 2000.

The ministerial approvals took due account of the reservations voiced by ART

· Tariffs for 2000 for international leased lines

This decision sought to propose tariffs for international leased lines with effect from 1 January 2000. It proposed reducing the national loop subscription fee for the customer site along with the subscription fee for France Télécom's international half-circuits for certain international leased lines. The actual reductions proposed therefore differ depending on line speed and international destination. It was suggested cutting the price of digital international leased lines to nearby European countries and North America by an average of 15% for 64 kbit/s lines and by 30% for 128 kbit/s lines. ART focused mainly on whether the proposed tariff levels were in line with costs; comparisons with the tariffs practiced by foreign operators, national leased line tariffs and competitors' tariffs; and the effect of the measure on users and rival operators. ART issued a favourable opinion, considering that the tariff cuts proposed, while not benefiting all customers, were nevertheless favourable for users in general.

· Price changes for the SMHD and SMHD Duo services, geographic extension of the Transfix 155 Mbit/s offer, reduction in SMHD service volume, creation of an SMHD 2.5 Gbit/s service offer

France Télécom's multi-site high-speed service (SMHD, created in late 1997) offers very high-speed, networked leased lines at local or regional level; the SMHD Duo service makes it possible to connect up two of a customer's regional SMHD networks using a very high-speed inter-urban link.

The SMHD prices include the set-up charge and so-called "network" subscriptions, which depend upon the total available network speed, the number of customer sites connected to the network and the extent of the network.

In order to activate a network, the customer also has to subscribe to "links" connecting the network nodes up two-by-two. The speeds available for these links are 2 Mbit/s, 34 Mbit/s, 45 Mbit/s and 155 Mbit/s. These links are priced according to speed and the number of links of each speed in the network.

France Télécom proposed:

· cutting the service set-up charge and "network" subscriptions by between 3% and 20% on average, depending on the type of the SMHD networks, and around 4% for SMHD Duo;

· increasing the number of areas where the SMHD Duo and Transfix 155 Mbit/s services are available (to include the urban areas of Amiens, Annecy, Bayonne, Besançon, Caen, Clermont-Ferrand, Dijon, Grenoble, Le Mans, Montpellier, Nancy, Orléans, Poitiers, Rheims, Toulon and Tours);

· creating a 2.5 Gbit/s SMHD service;
· introducing reductions for volume specifically for SMHD.
The profitability of an SMHD network is largely dependent on its "fill rate", i.e. the number of activated links paid for by the customer. France Télécom's proposal to cut set-up charges and "network" subscription fees further accentuates this imbalance because the link tariffs remain stable.

In view of the fill rates recorded in 1998, the revenue generated by 155 and 622 Mbit/s networks extending more than 60 kilometres appears to be slightly below France Télécom's cost figures for these networks. However, the likely rise in the fill rate between 1998 and 1999 should see prices more or less even out against costs in 1999. ART noted that tariffs were in line with the costs reported by France Télécom for the 2.5 Gbit/s SMHD and SMHD Duo services.

In early 1999, SMHD was withdrawn from the Transfix leased lines reduction-for-volume mechanism. This move proved detrimental to customers with both Transfix links and SMHD networks. While a specific reduction-for-volume system is not as favourable for certain customers as the situation in 1998, it does benefit the biggest SMHD customers.

ART issued a favourable opinion on these France Télécom proposals which then received ministerial approval.

For all subsequent tariff decisions relating to high-speed leased lines, France Télécom will have to provide all the necessary data allowing ART to verify that the costs presented are consistent with the system for calculating network costs audited as part of the work done on interconnection. It will also have to present an overview of SMHD marketing work highlighting the fill rates recorded for the different types of SMHD network in 1999.

E. Data transport

· Price changes for the ATM multi-access offer (OmA), broadening of the ATM multi-access offer, invoice reduction for the ATM multi-access offer, promotion on the ATM 40 multi-access offer

OmA is a France Télécom service created in 1998 offering medium or high speeds in ATM mode between customer sites connected up over France Télécom's ATM network.

Subscribers to this service pay for their sites to be hooked up to the ATM network and for the ATM connections between the connected sites.

Sites can be connected at 2, 34 or 155 Mbit/s. The tariff structure includes a set-up charge and a subscription per site. France Télécom proposed:

· a significant reduction in the set-up charge for higher connection speeds;

· various promotions for the OmA service;

· an across-the-board 3% reduction in the price of constant bit rate connections (CBR);

· creating a variable bit rate (VBR) connection service, cheaper than CBR connections for an equivalent nominal speed;

· offering additional temporary connections for a minimum period of one month at a higher price than one-year connections;

· introducing a billed reduction-for-volume system for the OmA service, with volumes that can be combined with those of SMHD.

ART tried to compare the tariffs on offer with France Télécom's costs.

However, despite numerous requests France Télécom failed to provide all the necessary information and ART finally had to record that it did not have enough data to verify whether the costs of the OmA service were consistent with other costs, notably the backbone costs audited as part of the work done on interconnection. Such data is essential to ensure that the core network resources, such as transmission capacity and facilities, are shared in a non-discriminatory manner between the ATM offers and the other services provided from France Télécom's backbone.

Because the information required was not forthcoming, ART had to issue an unfavourable opinion on all of France Télécom's ATM proposals. Ministers subsequently suspended the examination of this offer.

F. Advanced services, freephone and shared-cost numbers

· Changes to subscription charges for numbers in the Accueil range

This decision sought to make a number of changes to the subscription charges for the Accueil range, which is the new name for freephone and shared-cost numbers. ART issued a favourable opinion, believing that all of the proposed measures were consistent with the costs generated by the Accueil numbers and did not pose a threat to competition on the Vert, Azur and Indigo services market.

· Launch of three new options in the Accueil range

In November, France Télécom sent ART a decision for the launch of three new options in the Numéros Accueil range, to be introduced as of 15 January 2000. This offer provided Accueil customers with the following options: a 24/7 after-sales option (a call-out repair service); a customer service representative offer (a single contact-point service for after-sales); and an emergency backup option (triggering secondary routing in the event of a system failure). ART issued a favourable opinion for all three options.

· Launch of the Guide Vocal option for Accueil numbers

As of 1 April 1999, companies operating an Accueil number (freephone or shared-cost number) will have the option of putting callers through to a voice server for selective call routing. Companies can obtain weekly traffic statistics and are free to change their voice messages at any time. ART issued a favourable opinion, considering that this mechanism meets companies' needs without affecting the price paid by the caller.

· Change in the price of Guide Vocal calls

France Télécom proposed changes to the price of calls after diversion by the voice server and paid for by the company that has taken out the Guide Vocal subscription. ART issued a favourable opinion, considering that the introduction of this mechanism came as a response to companies' needs.
· Trials of Portail 800

This decision concerned proposed trials as of 15 January 2000 of the Portail 800 service targeting France Télécom customers operating Numéros Vert, the operator's 0800 freephone numbers. The six-month trial service will connect callers to a voice server which asks them to speak the name of the company they want to contact and then puts them through.

ART issued a favourable opinion on this trial, considering that such a mechanism responds to a consumer need by simplifying communication between companies and their customers. The regulator asked to be provided with a summary of the trials at the end of the six-month period. It also stipulated that if the service were to be introduced more widely, and if France Télécom decided to charge the caller at a special rate, then it should also make provision for billing on behalf of a third-party to allow other operators to launch a similar service over another 3BPQ number.

· Marketing of the Web Fact service

France Télécom proposed launching a Web Fact service allowing Internet users who subscribe to the Allofact service to view details of their telephone consumption. ART issued a favourable opinion, considering that this service offer benefited all consumers and took account of the technical development of information provision media.

G. Télétel and Audiotel

· Development of the Kiosque Micro offer

This tariff decision sought to reposition the rate for the Kiosque Micro 08 36 01 80 15 access number. ART issued a favourable opinion on the basis that this meets a requirement of the service providers and is of benefit to the consumer.

· Change to the reference PAVI tariff

This tariff decision sought to change the price of calls to the reference videotex point of access (PAVI). This is the videotex interface (Télétel service) between the general France Télécom network and the Transpac network. ART issued a favourable opinion.

· Introduction of new Télétel price brackets

ART issued a favourable opinion, believing that the change in the pricing structure is a response to the needs of Télétel service users and suppliers.

· Commercial launch of the 3622 number providing access to Télétel services from a personal computer

This offer makes it possible to access Télétel services from a PC using TCP/IP protocol by dialling the abbreviated number 3622. ART issued a favourable opinion, considering that this meets a user need.

H. Internet access

1. Internet access tariffs

· Libre @ccès flat-rate Internet access: FF100 for 20 hours


On 16 December 1998, the economy, finance and industry minister and the minister for industry asked ART to investigate "possibilities of improving tariff conditions for Internet access ".

On 26 January 1999, ART held a meeting with telecommunications operators (including France Télécom), Internet access providers, manufacturers, residential and professional user associations, representatives of the ministries concerned and the competition authority.


The consensus was that, in the short term, France Télécom should come up with tariff proposals to meet the needs of an increasing number of Internet users: more specifically, a flat rate entitling the user to a given number of hours on line per month, including a cheaper rate for off-peak use. At the same time, to give other operators the opportunity to enter this market, the incumbent operator was asked to propose interconnection tariffs in line with retail tariffs, most notably those corresponding to the 08 6B PQ MC DU series of numbers reserved for Internet access. France Télécom came up with a flat-rate offer in March 1999.


Following a meeting at which were invited to voice their observations on France Télécom's flat-rate proposal, ART issued a favourable opinion.

However, it attached one condition: France Télécom must ensure that the flat rate benefits all ISPs currently accessed by geographic numbers (including geographic numbers allocated to third-party operators), and all ISPs accessed by non-geographic numbers allocated to third operators when these third-party operators want their service to be billed for them, including tariff options.


ART's opinion also required France Télécom to immediately come up with an indirect interconnection offer for collecting Internet access calls to non-geographic numbers of third-party operators.


The ministerial approvals included ART's conditions.

· New offers for the local data and national data Numéris ISDN services


France Télécom proposed two new flat-rate tariff options intended for professionals and companies using Numéris to transmit data either locally or long-distance.


The Numéris data options primarily concern the market for calls to IP services such as the Internet, intranet and messaging.


The market for this type of communication has massive potential. ART had to ensure that a rival operator buying an indirect interconnection from France Télécom could offer access to a remote server at rates equivalent to those proposed by the local data Numéris offers. To this end it compared the average income generated by these offers with the cost to a rival operator of providing this kind of communications.


From these evaluations it emerged that the local data Numéris offers generated income of less than the average cost to a rival operator. ART therefore had to issue an unfavourable opinion on this part of the tariff decision, and the ministers suspended the approval deadline.


ART also compared the average income generated by France Télécom from the flat rates for national data Numéris on the long-distance data market with the costs of another long-distance operator. Finding that the national data Numéris options did not generate cross-pressures, ART issued a favourable opinion and these options were subsequently approved.

· Creation of an Internet flat rate for small schools

The "small schools" flat rate for Internet access offered 10 hours of free on-line time on a bimonthly basis for infant and primary schools of up to two classes. It would apply for a limited period ending on 30 June 2000. France Télécom indicated that schools would be able to sign up for this offer until 31 December 1999. It represents a maximum discount of FF840 including VAT.

It is possible for an interconnected operator to offer an equivalent Internet access package by paying France Télécom for the indirect interconnection at the published 1999 interconnection rate, without the special-services supplement, as agreed for school Internet offers in 1998.

The notion of unfair competition does not apply in the case of the free provision of products and services when such offers are limited in some way, usually in time. In the case in hand, the tariff reduction can be considered as exceptional because it is limited in terms of time, the number of free hours and the types of schools concerned, and as such it does not violate the rules of fair competition.

ART therefore issued a favourable opinion on France Télécom's proposal. However, it made its opinion conditional upon France Télécom's agreement not to request a report from the schools on how exactly they use the Internet for teaching purposes (as it had initially proposed). This is because such a request would have been tantamount to France Télécom abusing its virtual monopoly on local loop access to improve its knowledge of the pedagogical use of the Internet and improve its content offer as a result.

· Numéris Itoo offer for teachers

France Télécom proposed running a special promotion from 1 September to 31 December 1999 aimed exclusively at teachers using the Numéris Itoo service
. This service enables the subscriber to make a telephone call at the same time as a PC is using the line to access the Internet; it also offers 40% off the price of off-peak Internet access calls. The pricing structure of this service therefore makes it particularly well suited to Internet use.

The promotional offer for teachers comprises free set-up and two months' free subscription.

This tariff proposal by France Télécom gave ART an opportunity to assess the application of the obligation not to discriminate, as required by competition law and to which France Télécom is subjected under Article 18.1 of its licence, annexed to the order of 12 March 1998.

The ruling of 1 December 1986 on the freedom of pricing and competition considers as discriminatory: a) practices affecting inter-professional relations (Article 36-1); and b) the practices of an operator in a dominant position vis-à-vis private consumers and professional customers when such practices have an anticompetitive effect on the market (Article 8).

However, ART found that the promotion of Numéris Itoo for teachers did not constitute discriminatory practice: the customers concerned are residential rather than professional customers in case law. And while France Télécom is indeed dominant on the telephone service market, its offer cannot be considered anti-competitive given the relatively small number of customers and limited duration of the offer, both essential criteria in ART's assessment of the situation.


ART therefore issued a favourable opinion on this Numéris Itoo promotion.

· Price of calls from the France Télécom telephone network to Transpac access numbers 08 60 00 00 00 and 08 60 00 10 00 and Siris access numbers 08 60 02 MCDU

This tariff decision sought to correct a prior situation that was felt to be anomalous. The standard interconnection offer had applied the standard telephone tariffs (basic tariff for local calls and tariff options) to access ISPs over non-geographic numbers in the 08 36 PQ MC DU series, connected to the Transpac data transport network.

However, no telephone network tariff applied for accessing ISPs over non-geographic numbers in the 08 60 PQ MC DU series that ART reserved specifically for Internet access in its decision
 of 23 October 1997. The 08 60 00 MC DU series was allocated to France Télécom and 08 60 02 MC DU to Siris.

These numbers were accessible at the local call rate in practice, but they were not eligible for the tariff options offering further reductions. This discriminated against the subscribers of ISPs operating 08 36 PQ MC DU numbers, all Transpac customers, and subscribers of ISPs with 08 60 PQ MC DU numbers, some of whom are France Télécom/Transpac customers while others are Siris customers.

This tariff decision updated the call tariffs and options (Primaliste, Forfait Local, Primaliste Internet, Forfait Libre @ccès, Avantage Partenaires Version Ligne and Version Site, Avantage Numéris Internet Version Site, Modulance Proximité and Multi-site Proximité) available to the customers of an ISP with an access number of these two types. It consequently put a stop to the anomalous discrimination between Internet users and data transporters.

The above-mentioned tariff options are now available to all customers of ISPs with non-geographic numbers on the basis of a specific contract between France Télécom and the data transport operator concerned.
ART issued a favourable opinion on this tariff decision.

2. Trials with the @llo service

The @llo service is for Internet users connected over the STN who want to be informed if someone is trying to contact them while they are on-line: a message box opens on-screen when an incoming call arrives. The subscriber is then offered a range of options.

This service does not use France Télécom's intelligent network functions but appears to be an addition to the telephone network (call diversion to a server, call re-routing, etc.). The technical architecture on offer is not the most efficient because the back-and-forth transmission of data on the network (the so-called "tromboning" effect) increases the cost of service provision.

Moreover, the call diversion function used for the @llo service makes it incompatible with other line busy/call diversion services such as messaging and call waiting.

The trials were due to last for one year, concerning 10,000 customers in two regions (Toulouse and Grenoble). France Télécom proposed setting the monthly subscription charge during the trials to FF10 including VAT.

ART looked at the conditions in which other telecommunications operators (network operators and service providers) and equipment and software suppliers can provide an equivalent service.

On the basis of its findings, ART issued a favourable opinion for the start of trials with the reservation that during this period France Télécom must allow other market players (especially operators and ISPs) to run trials themselves in technical and economic conditions compatible with the incumbent operator's trials. Currently this is not possible given the price that France Télécom charges operators for the line busy/call diversion service.

ART also announced the conditions that would be attached to any decision to make this service generally available:

· terms and conditions of interconnection must be compatible with the service proposed by France Télécom to its end customers, especially with regard to third-party operator access to the line busy/call diversion service;

· the price of the service must cover all of the costs of providing the service which is currently not the case (costs of a service-dedicated platform, of connecting this platform to the network, of routing communications between the microcomputer and the platform, of connecting the platform to the Internet, of diverting the call when the line is busy, of the software installed on the customer's computer and of marketing the service, plus all other general costs).

The real cost of the service actually depends on the number of calls made to @llo customers while their line is engaged because they are talking to another correspondent or because they are accessing the Internet. It also depends on the duration of these calls, the time of day and the destination of the diversion (another fixed terminal, a mobile telephone, or an IP voice service). France Télécom maintained that it did not have this data and that their acquisition was the purpose of the trials.

Following the opinion, France Télécom raised the trial price of this service from FF10 to FF15 including VAT and reduced the number of customers from 10,000 to 8,000. The trial received ministerial approval under these conditions.

3. France Télécom's ADSL offers

On 7 July 1999, ART issued an opinion on the three different services comprising France Télécom's ADSL offer (all use the operator's existing analogue lines):

· Netissimo, an end-user service providing an ADSL line for access to Internet service providers (ISPs);

· Turbo IP, the offer to ISPs making them accessible to Netissimo customers and enabling them to offer these customers high-speed ADSL Internet access;

· Turbo LL, a trial service offering companies and operators ATM links between a central site and remote sites with ADSL lines.

France Télécom proposed opening the Netissimo service up in the first six arrondissements (districts) of Paris and the suburbs of Neuilly-sur-Seine, Vanves and Issy-les-Moulineaux.

At the time France Télécom made its tariff proposals, the company Grolier Interactive requested protective measures from the competition authority, arguing that, because of the technical and commercial lead gained by France Télécom and its subsidiary France Télécom Interactive as a result of their trials, France Télécom's ADSL offer launch with no guarantee of ADSL access to other ISPs was a serious infringement of free-competition rules. In its decision no. 99-MC-06 of 23 June 1999, the competition authority called upon France Télécom to suspend all ADSL high-speed Internet access offers for 15 weeks as of final technical acceptance of the equipment. As of that date, France Télécom had to send requesting ISPs all the information they needed to set up their own ADSL Internet access offers. Pursuant to this decision, the other ISPs were in a position to offer their own services as of 3 November 1999.

In line with this decision, ART issued a favourable opinion on France Télécom's proposal, on condition that all ISPs were treated equally, giving customers free choice of their Internet services provider.


To ensure equal treatment, the ART opinion lays down four conditions:

· in accordance with the competition authority's decision, at least 15 weeks before it opens its ADSL service in a given zone France Télécom must send requesting ISPs all the information they need to set up their own ADSL Internet access offers. Those ISPs that were not involved in the ADSL trials carried out by France Télécom should thus be able to launch their offers at the same time as Wanadoo;

· France Télécom must market the Netissimo service and other Internet access services (Wanadoo, etc.) separately and must inform all customers or prospective customers of all the ISPs that offer ADSL services;

· as part of their contract with Turbo IP, France Télécom must offer the ISPs the possibility of indirectly selling Netissimo lines;

· France Télécom can under no circumstances make the provision of a Netissimo line dependent upon the customer subscribing to its telephone service.


ART also requested that France Télécom should make a separate request before extending the ADSL services outside of the proposed zones and that this request should also be subject to prior approval.

Moreover, to ensure a diversity of offers and to help bring prices down, ART stated that other operators should be able to make similar offers to Netissimo and Turbo IP, allowing these operators to fully master the technical and commercial requirements for offering such services. To meet this condition, France Télécom must therefore come up with an offer allowing third-party operators to supply such services. It is therefore necessary to allow all operators to access the France Télécom network at a sufficiently unbundled level.

Chapter VIII: Relations with the competition authority

1. Number of opinions given or received

The Posts and Telecommunications Code empowers the competition authority to refer matters to ART for an opinion, and vice versa.

The competition authority requested ART's opinion on telecommunications-related issues on a number of occasions throughout 1999, in accordance with Article L.36-10 of the Posts and Telecommunications Code. ART issued a total of 14 opinions for the competition authority in 1999. 

In addition, the competition authority sent opinions in response to two requests made by ART.

2. The main opinions transmitted to the competition authority in 1999

The opinions issued by ART for the competition authority remain confidential until such time as the latter makes a public statement on the subject in hand, either outlining an issue in detail or adopting protective measures. All competition-authority proceedings are secret in order to ensure a fair hearing, so any move by ART to publish its opinions on a case that is still under way would be viewed as a violation of the secrecy rule, possibly resulting in a mistrial.

However, some of the cases that came before the competition authority and accompanied by requests for protective measures did result in a public decision in 1999. Consequently, ART is now free to publish the opinions it gave in these cases. Some have already been published.

· Decision no. 99-MC-04 of 10 March 1999 on the request for protective measures made by AFOPT and AOST (regarding France Télécom's Primaliste Longue Distance promotion)

In August 1998, France Télécom proposed offering new subscribers to the Itinéris Loft and Ola flat-rate packages an additional free, six-month subscription to the Primaliste Longue Distance option. This gave them 20% off national fixed telephone calls (excluding local calls) and international fixed calls (reduction given for six specific numbers).

ART issued an unfavourable opinion in this regard
, mostly because of the threat to competition posed by France Télécom's combination discount. However, the ministers decided to go ahead and approve the offer, whereupon the private telecoms operators association (AFOPT) and the telecoms services operators association (AOST) asked the competition authority to investigate further and to take protective measures, suspending the promotion due to run from 15 January 1999 until 30 April 1999.

In its decision of 10 March 1999, the competition authority, noting France Télécom's undertaking made during the proceedings not to extend or renew the offer nor to step up its advertising, decided not to order its suspension.

However, the competition authority did decide to continue to examine the offer. It felt it was possible that France Télécom could be using the promotion to add further leverage to its position on the fixed telephony market, thereby furthering sales of flat-rate mobile packages: there can be no doubt that the promotion could prove highly attractive for France Télécom's existing fixed telephone subscribers who would benefit from cheaper long-distance traffic without having to switch operator. The competition authority's initial conclusion before it embarked upon an in-depth investigation was that the Primaliste Longue Distance offer could be a combination discount violating the terms of Article 8 of the 1986 ruling on misuse of a dominant position. This had been the reasoning underpinning ART's negative tariff opinion of 16 September 1998, as well as its opinion 
issued in the context of this case at the competition authority's request.

· Decision no. 99-MC-06 of 23 June 1999 on the request for protective measures made by Grolier Interactive (trials on ADSL Internet access technology)

In May 1999, Grolier Interactive asked the competition authority to take protective measures against the activities of France Télécom and its subsidiaries France Télécom Interactive and Transpac in the context of ADSL trials. Grolier accused France Télécom in particular of favouring its subsidiary Wanadoo with which it had carried out a number of trials during 1998, thereby delaying access for other ISPs to the technical information they required to launch their own high-speed ADSL Internet access offers.

Grolier pointed out that on the scheduled launch date for ADSL offers, France Télécom Interactive would be the only company capable of offering its subscribers high-speed Internet access because the other ISPs had not by that time been able to experiment with this new technology.

As a result, Grolier asked the competition authority, as a protective measure, to oblige France Télécom to send any requesting ISP all the technical and commercial information that resulted from the trials and necessary for them to test this technology for themselves.

The Council asked ART for its opinion on this matter. In its opinion issued on 11 June 1999
 with regard to this request for protective measures, ART expressed the view that, following the trials, France Télécom Interactive (Wanadoo) was indeed in a position to offer a commercial ADSL access service, and its competitors were not.

As far as ART was concerned, the introduction of ADSL will have a number of significant effects on the market:

· on the demand side, it is highly likely that a number of subscribers to the services of one ISP would cancel their subscriptions in favour of an ADSL hook-in to the Internet, resulting in a replacement effect accompanied by a demand-growth effect;

· on the supply side, in addition to the effects on the Internet access services supply market, the introduction of ADSL would most probably have a significant effect on the associated markets of data transport and content services.

Grolier's request also raised the question of the head-start that Wanadoo had gained over other ISPs regarding the technical and commercial knowledge required to supply ADSL access and services. ART felt that this was a sizeable lead in terms of both the acquisition of technical know-how (sizing links and servers), commercial expertise (consumption behaviour), and the understanding of content and Internet user habits.

Believing that France Télécom had indeed given France Télécom Interactive an advantage that could give it a decisive head start over its competitors, in its decision of 23 June 1999 the Council ruled that this was serious enough to justify suspending all offers for 15 weeks following technical acceptance of the equipment. France Télécom agreed during the hearing that as of that date it would send requesting ISPs all the information they needed to set up their own ADSL Internet access offers. The extra 15 weeks would thus give ISPs time to run ADSL tests for themselves.

As a result of this decision, rivals to Wanadoo were able to launch their own commercial offers at the same time as the France Télécom subsidiary, in early November 1999.

· competition authority decision no. 99-MC-08 of 7 December 1999 on the request for protective measures made by Ténor (telephone card rates and the public payphone surcharge)

In October 1999, the Ténor association called upon the competition authority to rule against what it felt was anticompetitive practice on the part of France Télécom on the market for prepaid fixed telephone cards. Ténor was particularly critical of the scissors effect generated by the price of France Télécom's telephone cards in light of the costs borne by operators offering code-access cards, costs that since 1 November 1999 had included a 25-centime surcharge to cover interconnection costs for calls from public payphones.

As a protective measure, Ténor asked the competition authority to force France Télécom to either readjust its own telephone card prices to prevent cross-pressures, or to suspend the surcharge on public payphone prices.

ART's opinion of 19 November 1999
, issued at the request of the competition authority and pertaining to this request for protective measures, explained for the authority's benefit the special accounting situation of France Télécom's public payphone business, which justifies the surcharge as a way of reimbursing the company for the cost of providing public payphones. ART also informed the competition authority of the study it had made when approving the public payphone surcharge, the particular aim of which had been to verify that no cross-pressures were generated to the detriment of card service providers.

In its decision of 7 December 1999 , the competition authority stated that Ténor had not provided sufficient evidence to justify protective measures and, above all, had not demonstrated, in accordance with Article 12 of the ruling of 1 December 1986, how this surcharge seriously and directly jeopardized the economic interests of the complainants. However, because it felt that there were some grounds for a complaint, the competition authority will continue to look into this matter before delivering a final decision on whether the retail prices practiced by France Télécom for telephone cards and prepaid cards lead to anticompetitive practices.

(
Decision no. 00-MC-01 of 18 February 2000 on a request for protective measures made by 9 Télécom Réseau (ADSL offers)

In November 1999, the company 9 Télécom called upon the competition authority to examine the activities of France Télécom in the context of ADSL offer provision. As a protective measure, 9 Télécom asked the authority to force France Télécom to suspend its ADSL offers until such time as local loop access was technically possible according to the provisions resulting from the public consultation exercise launched by ART in the spring of 1999. More specifically, 9 Télécom requested an "ATM interconnection" offer corresponding to option 3 of the unbundling described in this consultation, and an offer along the lines of option 1, i.e. raw copper access enabling operators to run tests as of 1 June 2000.

At the behest of the competition authority, on 7 January 2000
 ART issued an opinion on 9 Télécom's request. ART noted that while there were now competing ISP offers on the ADSL Internet access market (most notably as a result of the competition authority's Grolier decision outlined above), nevertheless, operators were still technically not able to enter the whole ADSL service chain, giving end customers and ISPs ADSL offers in conditions equivalent to those governing France Télécom's offers. ART felt that France Télécom's offer to operators for the on-selling of the Netissimo service, thus converting the operators into resellers of France Télécom services, made it impossible for the operators to engage in effective competition on this market.

ART therefore felt that France Télécom should offer a solution enabling operators to offer ISPs an ADSL collection service in conditions equivalent to those applying to France Télécom's authorisation so that operators could limit any lead that the incumbent operator may have enjoyed. Where the technical solution was concerned, ART stressed that while the so-called permanent virtual circuit solution had been chosen following the public consultation, under the heading of "option 3", any other technical solution enabling effective competition and approved by a majority of operators could be used.

In addition, ART felt that this offer complemented "option 1" of the consultation, consisting of raw copper access: it gave the operators a chance to come up with ADSL services at national level while implementing a gradual investment plan for access to the raw copper pair. With regard to the copper pair, ART noted that France Télécom had agreed — at an ART meeting of the operators on 22 December 1999 — to a procedure that included trials to be held in the summer of 2000, in accordance with 9 Télécom's request.

In its decision of 18 February 2000, the competition authority agreed with ART and stated that the marketing by France Télécom of ADSL services at a time when there was no access to the local loop enabling third-party operators to make similar offers in equivalent conditions, was prejudicial to the sector concerned. The authority felt that this restriction on competition at precisely the time when a new offer was launched posed a serious and immediate threat. It therefore called on France Télécom to offer third-party operators, within eight weeks, "a technical and commercial offer providing access to the permanent virtual circuit for the provision of high-speed Internet access using ADSL technology or any other equivalent technical and economic solution allowing third-party operators to compete effectively in terms of both price and the type of services offered". The competition authority noted that raw copper access (option 1)was necessary for fair competition, but felt that France Télécom's undertaking announced on 22 December 1999 was sufficient to satisfy 9 Télécom's request on this point.

France Télécom appealed against this decision, but on 30 March 2000 the Paris appeals court upheld the Council's injunction.

(
Decision no. 99-MC-01 of 12 January 1999 on a request for protective measures by NC Numéricâble


The competition authority was called upon by NC Numéricâble, cable TV operator, to examine the sudden rise of around 150% in the fees — already deemed excessive —charged by France Télécom in its capacity as infrastructure owner in return for being allowed to send audiovisual signals over the network. NC Numéricable felt that France Télécom was abusing its dominant position and asked, as a protective measure, for the proposed increase to be cancelled.


In its opinion
, ART stated that NC Numéricâble's request for a hearing appeared to be fully justified, but that the underlying question would have to be examined with great care, taking account of pricing methods, cost assessments, and an analysis of the consequences that the level of the fee could have on the sector in general and on the development of competition on other markets, such as Internet access and local telephony. Moreover, the sale of France Télécom-owned networks under the Cable Plan could be an additional useful source of information.

Consequently, and without prejudice to an in-depth analysis, ART was in favour of the competition authority acceding to NC Numéricâble's request for protective measures. It noted that the FF220 million increase in the fee that France Télécom was asking from NC Numéricâble was, according to the data provided by the cable operator, a recurring additional charge corresponding to 24% of its forecast turnover for 1999. The financial implications of this investigation for NC Numéricâble were therefore substantial.

In its decision of 12 January 1999, the competition authority granted the protective measures requested, noting that "the increase in the fixed charges that France Télécom is suddenly seeking to impose upon NC Numéricâble is so large as to constitute a substantial shift in the company's operating conditions and is clearly sufficiently serious to jeopardise its very existence; moreover, the blocking of the signal in the event of non-payment of the fee would seriously damage the commercial interests of the complainant company". The final ruling has still to be handed down.

(
Decision no. 99-MC-11 on a request for protective measures made by AOL CompuServe France and Cégétel (France Télécom's Les Intégrales Internet access offer)

AOL CompuServe France and Cégétel called on the competition authority to investigate the promotion that France Télécom Interactive was proposing to run on its Wanadoo Les Intégrales offers, whereby any customer subscribing to the monthly 10-hour or 18-hour flat-rate Internet access package between 3 November 1999 and 31 December 1999 would be given twice as many connection hours for six months as of the subscription date for no extra charge.

The complainants felt that this France Télécom price promotion generated a scissors effect and was tantamount to predatory pricing. What is more, the complainants requested that this promotion be halted as a protective measure.


The competition authority called on ART for a decision, which was handed down on 17 December 1999
.


ART considered that:

· in view of the rapid development of this market, an offer such as this (covering a two-month subscription period and a six month-long promotion) would have a much greater effect than could be expected from a conventional promotion;

· the costs incurred by an IP transport operator to cover interconnection and its own costs and the costs of an ISP do not appear to be covered by the retail price of the Les Intégrales offer, either in 1999 or in 2000; consequently, for the target customer group, cross-pressures were being generated between the offer price and the price that competing ISPs could offer their customers;

· the average income per subscriber for this offer was less than the variable average cost in 1999, with and without promotions, with the exception of the three-hour flat rate; in 2000, it was less than the variable average cost for the 18-hour flat rate and for promotions; consequently, the Intégrales offers, viewed as a function of the average income generated by the offer's target group of customers, did indeed constitute predatory pricing.


In its decision of 21 December 1999, however, the competition authority chose not to apply protective measures: "In view of the lively competition on this market and the parallel launch of offers of comparable interest to users, the evidence submitted does not prove that the promotion being run on the Les Intégrales offer, limited in duration to 31 December 1999, has such an impact as to seriously and immediately threaten the sector or consumer interests".


Nevertheless, the competition authority did decide to look into the matter further, considering that "it is possible that the application of the disputed tariff offer contravenes the provisions of part III of the ruling of 1 December 1986". The final judgement has yet to be made.

(
Decision no. 99-D-55 of 7 October 1999 on a request for protective measures made by Phototelem (subscription charges for access to Télétel services for telematics service providers)

Phototelem lodged a complaint against France Télécom for having unilaterally increased the fee it charged service providers for access to Minitel (teletex) services and for having failed to respect the six-month notice period for implementation set out in Article 11 of the contract. France Télécom thus stood accused of abusing its dominant position in contravention of Article 8 of the 1 December 1986 ruling.

This complaint was accompanied by a request for protective measures following France Télécom's announcement that it would terminate Phototelem's Télétel contracts and halt its service provision.

In its analysis
, ART noted that:

- despite the recent changes in the sphere of interconnection (interconnection to special numbers, future offer to bill on behalf of third parties), there was, at that time, nothing to replace France Télécom's telephone network and data transport service for the provision of Télétel services;

- nor were there any services capable of replacing the Télétel services for the end-user insofar as Internet access was not, at that time, capable of replacing the Télétel services in France;

- the tariffs charged for this kind of service were not subject to any obligation to bring prices in line with costs.

However, Minitel service providers cannot pursue their line of business without recourse to France Télécom's services: they are therefore economically dependent upon France Télécom.

ART did not have sufficient business data for Phototelem enabling it to evaluate the actual increase in charges that resulted from the hike in France Télécom's rate or to determine whether the problems Phototelem would run into could be attributed, in part or in full, to the price rise.


ART did not issue an opinion on the request for protective measures because it lacked sufficient data on the economic situation of Phototelem and could not therefore decide whether France Télécom's request for payment did indeed constitute a serious and immediate threat.


However, it did note that because the France Télécom group enjoys a monopoly on the intermediate market for telematics service providers, the termination of the Télétel contracts constituted a de facto closure of Phototelem as a telematics service provider.


In its decision of 7 October 1999 the competition authority considered that "the complaint is not accompanied by any evidence proving that the disputed practices constitute the abuse of a dominant position; by application of Article 19 of the ruling of 1 December 1986, no case can be brought in this regard and the request for protective measures made by Phototelem is therefore refused".

3. The opinions received from the competition authority by ART


In 1999, ART called on the competition authority to issue an opinion in two cases. In the first case, ART was simply fulfilling its annual obligation to consult the authority before drawing up its list of SMP operators; the second case concerned France Télécom's voice portal service.

ART was looking into a France Télécom tariff decision proposing the creation of a new service, the Voice Portal. It asked for the Council's opinion on a number of competition-related issues arising out of this offer. The proposed service gives the user access via a short number (3223) to a number of Audiotel services providing general information and booking facilities. The list is selected by France Télécom.

ART's queries notably concern the conditions and criteria for the selection of suppliers of services eligible for listing on the Voice Portal and their legality in the light of Articles 7 and 8 of the ruling of 1 December 1986. The competition authority replied to this request with opinion no.99‑A-10 of 20 July 1999.

In this opinion the competition authority recommended that the commercial launch of the service should be preceded by trials in a specific geographic area and for a limited period. The authority also requested that at the end of the trial period France Télécom should issue a call for tender, publicised sufficiently widely to ensure respect for the principle of non-discrimination. Moreover, France Télécom may not give any special treatment to its subsidiaries when selecting suppliers eligible for listing on the Voice Portal. This means in particular that all candidates at the commercial stage should be given equal access to the technical and commercial information they need to prepare their response to the call for tender, information that should, moreover, include the results of the trials.

The authority also recommended that this selection should be regularly reviewed. In this respect, the contracts concluded between France Télécom and the suppliers of Audiotel services should not include any exclusivity clauses and should run for no more than two years, at the end of which time a new selection procedure should be carried out.

Finally, the authority stressed that any potential risks to competition posed by the launch of such a service would be considerably reduced if France Télécom could provide a billing offer for third parties so that rival voice portals could be set up and accessed by all fixed telephone subscribers.

The absence of any effective offer of billing for third parties means that it is currently impossible to market voice portals that consumers could reasonably be expected to prefer over France Télécom's portal: the only rival portals (3222-type launched by Cegetel in June 1999) are limited to selected categories of subscribers, billed by rival operators.

Following the competition authority's opinion, France Télécom withdrew its tariff decision and proposed a new one that provided for trials and was rebaptised "Page Vocale" (Voice Page). The trials were scheduled to run in Toulouse from 1 March to 31 August 2000. Finding that France Télécom's revamped offer was in line with the authority's recommendations, ART issued a favourable opinion on the trials 
. However, in its opinion, ART again stressed the conditions that must be attached to the final service launch, and especially the conditions governing France Télécom's offer to bill on behalf of third parties.

Chapter IX: settlement of disputes and penalties

In March 1997, ART adopted an initial set of internal regulations pursuant to the decree on its organisation and operation
. These regulations laid down guidelines for ART's internal operations and the procedures applicable with respect to it. 

As part of its regulatory mission, ART was empowered by the Telecommunications Act to impose penalties on network operators or telecommunications service providers who are in breach of legal and regulatory provisions pertaining to their activity or of provisions taken to guarantee the implementation thereof.
 It was also empowered to settle disputes between operators, notably in the area of interconnection or the sharing of existing installations
.

Two-and-a-half years later, a revision of this text appeared necessary. ART wanted the procedures for exercising its powers to be predetermined precisely and in writing for two reasons: first, to make the legal foundations of its actions clear to operators and other parties in the telecommunications sector by expressing these procedures transparently and in writing; and second, to put ART's actions in a more stringent legal context with respect to the protection of rights and fundamental guarantees. It should be noted that by adopting new internal regulations
, ART was making an effort to impose upon itself stricter legal and regulatory provisions and legal precedents than those set for it by the Supreme Court of Appeal, the Court of Appeal and the Conseil d'Etat.

The procedures are founded on the following principles:

· The principle of the separation of the enquiry and decision functions 

( The head of the legal division designates an examiner and a deputy examiner from among his staff. Their mission is to conduct the enquiry into the matter at hand, using the investigative powers available to them.

( The head of the legal division transmits the written statements and documents.

( The examiner, his deputy, the head of the legal division and the parties are not present when the executive board is deliberating. This is in accordance with the interpretation of Article 6 of the Human Rights Convention pertaining to penalties, which the Supreme Court of Appeal handed down in Oury vs. COB
 and which was confirmed by a decree of 5 October 1999 pertaining to several rulings of the competition  authority.

· The principle of the legal right to a public procedure 

The hearing before the executive board, which is automatic for penalties and the settlement of disputes, is public.

However, when technical and commercial matters are at issue in the dispute, this principle may be waived if both parties request it or if the executive board decides to waive it at the request of one of the parties.

· The principle of hearing arguments from both parties in a dispute 

ART has decided not only to apply the adversary principle strictly in the settlement of disputes, but also to improve the way it operates.

When a complaint is received, the head of the legal division holds a meeting with the parties to set up a calendar for hearing testimony. This calendar is founded on a commitment by the parties to respect it. The objective is to avoid requests for additional extensions during the enquiry, which would be detrimental to the proper execution of the procedure, given that the three-month period ART is allowed to make its ruling is relative short
.

· the right of defence in the matter of penalties is guaranteed at three stages of the proceedings:

( at the time of the enquiry: the person or company named in the complaint is informed that proceedings have been initiated. That party has the right to be heard, if it so wishes; it may be assisted or represented.

( when the examiner's report is drawn up: the report is transmitted to the person or company named in the complaint; this party may consult the case file and shall have a period of not less than 10 days to respond to the report in writing; the report is transmitted to the executive board, along with the observations of the defendant.

( during the hearing before the executive board: the defendant (person or company) may present its defence verbally after the examiner's presentation and may be assisted or represented by an agent of its choice.


Article L.36-9 of the Posts and Telecommunications Code also provides for a conciliation procedure for all disputes not covered by the standard settlement procedure. The conciliation procedure has not been used since 1997.

1. Dispute settlement

In 1999, ART was asked to settle several disputes. It should be noted that in several cases, the opening of a settlement procedure enabled the parties to reach an agreement without ART's having to rule on the subject of the dispute. On two occasions, the plaintiff dropped its action after reaching an amicable arrangement with the defendant. ART accordingly took official note of this decision
. In another case, the defendant proposed an additional clause that satisfied the demands of the party initiating the action. ART accordingly noted that the proposal put an end to the disagreement and declared the decision to be binding
.

These three examples show that the dispute settlement procedure is efficient. Bringing a complaint before ART prompted the defendant and plaintiff to seek an amicable solution. Even if such outcomes do not always occur, they are consistent with the aim of the legislature.

In 1999, ART's rulings concerned:

· telematics services

· incoming calls on mobile networks

· incoming calls on fixed-line networks

· network reliability

· collection of third-party traffic 

A. Telematics services

1. 3A Média vs. France Télécom

a. The subject of the dispute and the parties' demands


The telematics service provider 3A Média lodged a complaint concerning France Télécom's refusal of its request to reserve the access code "3615 SEX", on the grounds that this code would be harmful to France Télécom's image.


3A Média contended that this was a refusal of access to the France Télécom network and therefore a matter that could be referred to ART under Article L.36-8 of the Posts and Telecommunications Code. Its complaint also alleged unfair treatment by France Télécom.


France Télécom argued that the complaint was inadmissible, since the contract in question was a "Télétel" contract, to which Articles D.406-1 et seq of the Posts and Telecommunications Code were applicable. Such contracts are submitted for review to the Higher Council for Telematics, which decided in this case that France Télécom was justified in refusing to assign this code, on the ground that "the code 3615 SEX would be harmful to France Télécom's image".

b. ART's ruling

ART declared that this dispute was outside its jurisdiction.


In effect, ART concluded that, "considering the subject," this dispute between the telematics service supplier and France Télécom did not come under Article L.36-8 of the Posts and Telecommunications Code because it did not concern "technical and financial terms and conditions for concluding an access contract, as these are understood by the provisions of Article L.36-8, but instead, the observance of ethical recommendations applicable to the services of telematics service providers that have been formulated by the Higher Council for Telematics, pursuant to Article D.406-1-2 of the same code, as well as the observance of clauses of a not strictly commercial nature contained in the general terms and conditions of the Télétel contract".


ART therefore rejected 3A Média's complaint, stating that it had been brought before an authority "having no jurisdiction". 
2. Spacetel vs. France Télécom

a. The subject of the dispute and the parties' demands

The telematics service provider Spacetel brought a complaint concerning France Télécom's refusal of its request to reserve "Télétel" access codes on the ground that these codes would be harmful to its image.


Spacetel contended that Articles D.406-2-2, paragraph 2, and L. 36-1, paragraph 1, of the Posts and Telecommunications Code give the Committee for Anonymous Telematics and ART concurrent and not exclusive regulatory competence in the event France Télécom refuses a request for access to its network. It further argued that ART was competent under Article D.406-4 of the Posts and Telecommunications Code, which states that “the telecommunications administration shall make available to service providers or their agents access codes for Télétel services". It also pointed out that the aforementioned article concerns the technical and financial terms and conditions for network access that come under Article L.36-8 of the Posts and Telecommunications Code. It accordingly concluded that ART, as a telecommunications administration, cannot refuse its obligations and notably the obligation to make access codes available.


France Télécom argued that the request was inadmissible on grounds similar to those put forward in the dispute between 3A Média and France Télécom discussed above.

b- ART's ruling


ART declared that it was not empowered to hand down a ruling in this dispute
.

It concluded that the dispute between Spacetel and France Télécom "does not concern technical and financial conditions for the conclusion of an access contract, as these are understood by the provisions of Article L.36-8, but instead the observance of ethical recommendations applicable to the services of telematics service providers that have been formulated by the Higher Council for Telematics, pursuant to Article D.406-1-2 of the same code, as well as the observance of clauses of a not strictly commercial  nature contained in the general terms and conditions of the Télétel contract".

It further declared that "the telecommunications administration mentioned in Article D.406-4 of the Posts and Telecommunications Code is to be understood as designating France Télécom and not ART", considering that these provisions come from decree no. 88-1140 of 21 December 1988. As a consequence, they are to be interpreted in the light of changes to the legal framework made subsequently (the legal separation of France Télécom and the State, the creation of ART, etc.).


ART therefore rejected all the demands presented by Spacetel, stating that they had been brought before an authority "having no jurisdiction".

3. The Court of Appeal upholds the Spacetel - France Télécom ruling


On 27 September 1999, the telematics service provider Spacetel filed an appeal against ART's decision of 9 September 1999 with the Paris Court of Appeal.


The court rejected Spacetel's appeal in a judgement handed down on 22 February 2000.

In its ruling, the court stated:


( "for reasons that the court accepts as valid, ART finds that it cannot be considered the telecommunications administration referred to and that France Télécom should be regarded as this administration";


( the dispute that was brought before ART "is not connected with a problem of telecommunications network access or discrimination", within the meaning of Articles L.36-8 or L.34-8 of the Posts and Telecommunications Code; 


( the dispute "tends merely to call into question the methods of regulating Télétel services offered on the telematic or telephone kiosks, pursuant to the decree of 25 February 1993, whose purpose was in fact to institute a procedure that would allow restrictions on the freedom of telecommunications when the content of a service would be harmful to young people";

( ART has not been vested with the power to interpret laws and regulations or to verify the legality of a regulation, nor has it been assigned the roles of assessing contract clauses that apply the special legal system for these services or of ruling on brand ownership claims.


As a consequence, the Court of Appeal concluded ART was right to declare that it had no jurisdiction in this dispute.


With this ruling, the Court of Appeal laid down the now well-established legal precedent of the ethical nature of this type of dispute. In addition, by finding that ART cannot be regarded as "the telecommunications administration", the Court of Appeal implicitly recognises that the management of numbering, which is by law under ART's authority, does not include the management of access codes.

B. Interconnection conditions for incoming calls to mobile phone networks: SFR vs. France Télécom


ART was asked to settle a dispute concerning the interconnection of incoming calls to the SFR network from the France Télécom network.


Since the mobile phone market was opened to competition before the Act of 26 July 1996 was passed, mobile operators are still covered today by a special system, notably with regard to interconnection, owing to their licences and to the special characteristics of mobile networks. 

The issue of prices for incoming calls arose within this context. The price setting mechanism for incoming calls derives in part from the licences issued to mobile operators. These operators set the tariffs for calls coming from the fixed network, while France Télécom, as a fixed network operator, bills its subscribers and recovers the amounts generated by the tariffs set by the mobile operators. France Télécom then deducts the amount owed for the interconnection on its network, plus a special billing fee, and pays the balance to the mobile operator.

1. The subject of the dispute

The dispute that was referred to ART on 1 December 1998 concerned the conditions for interconnection of incoming calls to the SFR network. More precisely, it was necessary to determine the interconnection arrangement applicable, on the one hand, to calls made by France Télécom's fixed network subscribers to users of SFR's mobile network, referred to as "national incoming traffic", and on the other, the arrangement applicable to calls to SFR's customers coming from foreign networks and transiting on the France Télécom network, referred to as "international incoming traffic". 

2. ART's ruling

Concerning national incoming traffic, ART stated in its ruling that SFR should make France Télécom a proposal for an interconnection service for the termination of calls to users of its network. It is therefore up to SFR to set an interconnection tariff and to specify the interconnection points for its network. ART's decision does not call into question the principle, which is enshrined in SFR's licence, that the mobile operator sets the tariff for calls made by France Télécom subscribers to the mobile network.

Concerning international incoming traffic, ART proposed a solution applicable for a three-month period, during which France Télécom is to pay SFR 90% of the  ''mobile surtaxes'' that it receives from some foreign operators on traffic they send to the mobile network in France.

ART also pointed out that eliminating the economic benefit of the international rerouting of calls to mobile phones — a practice that stems from an unbalanced system — will involve two complementary and convergent processes:

- a decrease in the price of national calls to mobile phones;

- an increase in the termination charge for calls coming from foreign countries to mobile phones in France.

C. Interconnection conditions for incoming calls to the Cegetel Entreprises network 

1. The subject of the dispute

This dispute, referred to ART on 25 January 1999, concerned the interconnection of calls from the France Télécom network to the Cegetel Entreprises network.

Cegetel Entreprises, which is the operator of a local loop in business districts, asked ART for a ruling on the definition of the interconnection points for its network and on the payment it should receive for calls terminating in its network.

In this system of competition on the local loop, France Télécom collects the retail tariff from the caller and pays a portion of it to Cegetel Entreprises for the call termination.

2. ART's ruling
 

Concerning the first point, ART stated in its ruling that the offering of Cegetel Entreprises was to include at least one interconnection point in each transit zone defined in France Télécom's standard interconnection offer. In addition, Cegetel Entreprises was to open all interconnection points used for outgoing calls from its network to incoming traffic to its network.


Concerning interconnection tariffs, the specific characteristics of traffic to the Internet led ART to conclude that the Cegetel Entreprises offering should have two rate systems, one for Internet traffic and one for all other traffic.

For traffic to the Internet, ART set the Cegetel Entreprises interconnection tariff at 3.8 centimes per minute, after taking into consideration France Télécom's revenues for this type of traffic and the corresponding costs for the two operators.

For the rest of the traffic, ART defined a method based on reciprocity of charges between operators. This method gives a tariff of 10.22 centimes per minute for the year 1999.

In both cases, ART judged that at this stage of market and network development, Cegetel Entreprises was justified in not offering time-variable interconnection tariffs.


ART also gave France Télécom and Cegetel Entreprises four weeks to bring their interconnection agreement into line with its ruling.

D. Interconnection protection at local exchanges in the France Télécom network


On 12 July 1999, Télécom Développement brought before ART a dispute with France Télécom over interconnection protection it required to guarantee the quality of its service to users.


Télécom Développement, a joint subsidiary of Cegetel and French Railways (SNCF), has been investing for some time in a very dense telecommunications network. Its aim is to interconnect at France Télécom's local exchanges – currently the equipment closest to subscribers where interconnections can be made – in order to benefit from the lower tariffs offered at these points.

1. The subject of the dispute


Télécom Développement's principal complaint was that France Télécom was not offering it an economically viable service that would allow it to provide good quality service on its network. At a more technical level, it asked that France Télécom automatically reroute calls going to its network to its interconnection at the point of interconnection, located at the trunk exchanges, whenever an interconnection failure occurs at the local exchange.

2. ART's ruling


ART concluded that France Télécom should indeed offer Télécom Développement solutions that would afford it automatic protection, given that France Télécom uses such a system for its own services. Télécom Développement's goal was to guarantee the quality of service to its users by avoiding sudden interruptions of service. However, ART also stated that above a certain volume of traffic, Télécom Développement should have other methods of guaranteeing its service before benefiting from this automatic system.


To clarify the situation for the parties and guarantee high-quality service to users, ART decided that France Télécom should supply the automatic protection that Télécom Développement was requesting until 2001. After that date, and at the sites where the traffic volume was significant, it seemed reasonable to require that Télécom Développement put in place other protection methods if it wished to continue to benefit from France Télécom's offer.


This is ART's first decision concerning service quality on telecommunications networks. It assumes special importance since it seeks to guarantee users a constant level of high-quality service on telecommunications networks, at a time when operators are progressively rolling out their networks and the number of service offerings is increasing.

E. Third-party collection of traffic to 3BPQ numbers

Siris wanted to offer specific services to L.33-1, L.34-1 and L.34-2 operators.

When L. 34-1 and L.34-2 operators are allocated short numbers with the 3BPQ format, they want to be able to receive calls from anywhere in the country, including trunk exchange areas where they do not have a collection point for traffic from France Télécom subscribers.

France Télécom offers these operators a commercial collection service for traffic to 3BPQ numbers by trunk exchange area, but no interconnection service that allows other operators to offer a commercial, third-party collection service.

Siris therefore wanted France Télécom to offer it an interconnection service that would allow collection on its network of traffic to the 3BPQs of third-party operators so that it could offer its operators a commercial third-party collection service for traffic to 3BPQs.

1. The subject of the dispute

The dispute that Siris referred to ART on 17 August concerned the addition of a clause to the interconnection agreement between France Télécom and Siris specifying technical and tariff terms for the France Télécom service that would allow Siris to perform third-party collection of traffic to 3BPQ numbers. 

2. ART's ruling

ART noted that, pursuant to its decision dated 18 December 1998
, France Télécom was to have supplemented its interconnection offer by 1 May 1999 to include third-party collection of traffic to 3BPQ numbers.

With respect to applicable technical and tariff conditions, ART concluded that the applicable conditions are those in the 1999 standard interconnection offer, i.e., those for indirect interconnection. The mere fact that the short number 3BPQ has been allocated to the interconnected operator, to whom the party allocating the short number 3BPQ has turned over the collection of its traffic, does not modify these conditions. Furthermore, it concluded that the clause of the interconnection agreement between the two parties stipulating that "France Télécom's access service will be invoiced to Siris at the indirect interconnection tariffs described in the interconnection offer in force, plus a special service surcharge for 3BPQ calls that are not free for the caller" is not in compliance with France Télécom's 1999 interconnection offer.

ART concluded that France Télécom should offer Siris an interconnection service that would allow it to perform third-party collection of traffic to the short numbers 3BPQ under the indirect interconnection conditions applicable for access to these numbers in the standard interconnection offer, i.e., without a "special services" surcharge.

Furthermore, ART gave the parties 15 days from the notification date of its ruling to make their interconnection agreement compliant.

2. Penalty procedures

A. Procedures initiated under Article L.36-11

1. Framework


Article L.36-11 of the Posts and Telecommunications Code gives ART the authority to regulate telecommunications and impose penalties "if a default is observed on the part of network operators or telecommunications service providers in relation to legislative and regulatory provisions pertaining to their activity, or to decisions taken to guarantee the implementation thereof".  


ART may implement the penalty procedure as a matter of course or at the request of the telecommunications minister, a professional organisation, a certified users association or an individual or legal entity.


The Act defines two stages in the procedure:

· ART may order the network operator or service provider to comply within a specified period of time with the provisions applicable to it;

· ART may impose a penalty if the network operator or telecommunications service provider does not comply with its order or a ruling in the settlement of a dispute. Imposition of the penalty, in turn, involves a two-step process:

- the party responsible for the violation is advised of the grounds for the complaint. It may consult the case file and present written and verbal comments;

- the penalty may either be financial or consist of the total or partial suspension of the licence, a reduction in the duration of the licence, or its withdrawal.

2. The ruling rejecting the complaint of First Télécom against France Télécom

a. First Télécom's complaint

First Télécom charged that by not including a third-party collection service for traffic to 3BPQ numbers, France Télécom had failed to respect the provisions of ART's ruling of 30 October 1998
. This ruling supplemented the list of ancillary and advanced services and functions that were to be included in the operators' standard interconnection offer, as provided for in Articles D.99-11 to D.99-22 of the Posts and Telecommunications Code. Furthermore, it pointed out that as of 1 May 1999, France Télécom had not added services to its standard interconnection offer, in violation of ART's decision of 18 December 1998
.

First Télécom was therefore of the opinion that France Télécom had failed to fulfil its obligations, and it asked ART to order France Télécom to meet its obligations.

b. ART's ruling


ART concluded that there were no grounds for ordering France Télécom to comply. It noted that the demand had become pointless in view of the decision
of 15 December 1999 approving the technical and tariff offering of France Télécom, in which third-party collection of traffic to 3BPQ numbers, in conjunction with a "special services" surcharge, was included. 
B. The other procedures

1.Conditions for France Télécom's use of the carrier selection digit "8"

In a ruling
 on 28 July 1999, ART notified France Télécom of its grievances concerning the failure to observe conditions for allocating the carrier selection digit "8", pursuant to procedures stipulated in the management guidelines of the national numbering plan approved by a decision of 3 February 1998
. ART concluded that France Télécom's use of the digit "8" in Cofinoga's marketing of long-distance telephone service is not in compliance with the provisions of the decision
 of 16 July 1997, pertaining to the allocation of a carrier selection digit. 

In the case of the Cofinoga service, the carrier selection digit "8" is not used to select an operator's carrier network; it becomes a digit for selecting a distributor and is thus not being properly used.

ART further noted that before preselection was introduced, France Télécom was the only operator able to simultaneously offer to one of its clients a directly marketed long-distance telephone service accessible on a call-by-call basis using the digit "0", and an indirectly marketed service using the digit "8".

Under Article L.34-10 of the Posts and Telecommunications Code and of paragraphs 3.4.2 and 3.4.3 of the decision pertaining to the management guidelines of the national numbering plan, ART's options are limited to abrogating or not abrogating the decision concerning the allocation of the carrier selection digit "8".

After reviewing the observations formulated by France Télécom in response to this grounds for the complaint, ART, in its decision of 22 December 1999
, concluded that there was no reason to take back the carrier selection digit "8" from France Télécom.

ART noted that the service marketed indirectly by France Télécom with the digit "8" did not have a significant impact on the long-distance telephone market in 1999. It further noted that the introduction of carrier preselection on 17 January 2000 would contribute significantly to the establishment of a level playing field in this market.

ART concluded that it would be contrary to the interests of consumers to prevent the subscribers of France Télécom who had preselected a competing long-distance operator from selecting France Télécom on a call-by-call basis, at the very time preselection was scheduled for introduction on 17 January 2000. Furthermore, such a decision could tend to hinder the preselection of competing operators by France Télécom's subscribers.

ART is ready to study and adopt, in Cupertino with the operators, the desirable regulatory and technical modifications that would broaden the conditions for using carrier selection mechanisms, in particular to allow an operator to offer a customer distinct preselection and call-by-call selection services.
2. Suspension of an amateur radio code


Following the transmission of inspection reports by the National Frequency Agency, ART decided to initiate a penalty procedure against Mr. Franzetti, an amateur radio operator, for violation of amateur radio service regulations.


On the basis of the reports of the Agence Nationale des Fréquences, ART noted that Mr. Franzetti does indeed encounter interference in his amateur radio activities, but that he also sends out repeated and virtually continuous calls despite the objections of other users of the frequency. ART concluded that the fact that Mr. Franzetti "is a victim of interference does not exempt him from respecting the rules for using his amateur radio equipment".  In addition, the reports established that Mr. Franzetti is the cause of intentional scrambling because he continually occupies the 14122.5 kHz frequency and uses an automatic transmission device on this frequency.


ART thus concluded that his behaviour violates the technical and operating rules for amateur radio stations set forth in the decree of 1 December 1983, whose provisions were restated in Article 5 of ART's decision
of 17 December 1997, which was approved by the ministerial order of 14 May 1998. 

Under the terms of this article, "the user of an amateur radio station must:

- 5° Ensure that his broadcasts do not interfere with broadcasts already in progress; 

- 7° Refrain from continually occupying a frequency or allocating it to himself;"


ART therefore decided
 that as a penalty for this unauthorised behaviour, the code allocated to Mr. Franzetti would be suspended for a period of nine months.

Chapter X: Regulation and consumers

Continuing the work undertaken in previous years, ART drew up a consumer action plan for the 1999-2001 period. The plan, which was presented to operators and consumer groups in September 1999, has a two-fold focus: consumer information and regulatory enforcement.


In addition to the action plan, ART organises public consultations and institutionalised or informal work sessions to discuss specific issues with market participants.

1. Informing consumers


The objective is to supply consumers with the information they need to gain a clear understanding of how the sector works now that it is fully opened up to competition.

A. Operator booklets


ART has drawn up a file of licensed operators and distributors to enable consumers to find out about market participants and the services they offer. Each operator or distributor completes a fact sheet, listing important information such as address, area of activity, catchment area and contact details for sales and customer service departments. The information is posted on ART's Internet site and also published in the form of booklets. 

In 1999, the sector's constant growth meant that three successive print-runs were required. Two booklets were produced, one containing the fact sheets of mobile operators and distributors, the other with those of fixed telephony and network operators.

These documents are constantly updated to incorporate new data supplied by the operators and distributors. By providing practical information on how to contact operators, they enable all interested parties — not just individuals but also companies and government bodies — to identify the operator or operators most likely to meet their telecommunications requirements. The booklets are updated each quarter and are distributed free on request. 

The most recent edition, issued in January 2000, has fact sheets for 59 fixed telephone operators, 11 mobile or paging network operators and 7 distributors.

B. Consumer baskets

1. Fixed telephony tariffs in 1999


Since its creation, ART has calculated consumer baskets to assess price changes made by France Télécom. These baskets could eventually be extended to all operators.


Telephone bills comprise the subscription charge and national, local and long-distance calls. These items changed in different ways in 1999. The price of the telephone service subscription rose, as provided for in the Posts and Telecommunications Code, to an amount sufficient to cover the corresponding costs. Conversely, prices for national and long-distance calls fell.


To obtain an overall assessment of price changes, it is necessary to calculate consumer baskets, which reflect the global trend resulting from the combined changes in all the components.

ART has therefore begun putting in place simplified indexes to reflect recent price changes made by the incumbent operator. The indexes are to be enhanced in several ways: by refining the composition of the constituent baskets, by including additional services in the constituent baskets, and by taking tariff options into account.

Consumer baskets make it possible to assess the change in the average bill of a given category of users, e.g. residential subscribers or business subscribers. The structure and level of consumption are considered to be constant, so the price effect is taken into account rather than the volume effect.

However, the volume of communications is tending to increase, owing in particular to growth in Internet traffic, and this is leading to a rise in the bills actually paid. Consumer baskets do not take this volume effect into account.

Consumer baskets are also a statistical tool for monitoring the market.


On a constant consumption basis, the average bill (comprising subscriptions and national calls) changed as follows in 1999:

· for households, the monthly bill rose 2.2%, from FF 168 (EUR 25.61) including VAT to FF 171 (EUR 26.07) including VAT, owing to the increase in the subscription price;

· for companies, the monthly bill fell 2.3%, from FF 249 (EUR 37.96) excluding VAT to FF 243 (EUR 37.05) excluding VAT;

Methodology for fixed-line consumer baskets

Basis of assessment: only the telephone service subscription charge and the most common types of national calls are taken into account. International calls, calls to mobiles, and Télétel and Audiotel calls are excluded. 

The period was marked by growing diversification in tariffs, with tariff options emerging for different customer segments. Essentially, these options take three forms: flat-rate tariffs according to call destination (local or national); graduated rates linked to call volume or duration (offered by the Modulance and Temporalis ranges); and different tariffs offered for frequently called numbers (Primaliste package).

The simplified consumer baskets presented here do not reflect these new market conditions.

Structure of consumption: the structure used is the traditional structure of consumption as it was assessed in 1996. The level and structure of consumption are constant over time. For this reason, the recent growth of Internet consumption is not taken into account.

Values: values are given monthly in terms of average annual value, VAT inclusive in the case of households, VAT exclusive for businesses.
Valuation method: the valuation method takes into account different pricing levels, peak/off-peak calls, and the impact of call-duration data given the existence of indivisible invoicing periods. 

2. Mobile tariffs in 1999

ART continued to assess tariffs on the residential market for mobile telephony in France. In particular, it sought to identify changes in these tariffs between 31 December 1998 and 31 December 1999.

The study examined the monthly mobile phone invoices of four "typical" types of user, consuming precisely 30 minutes, one hour, two hours and three hours a month in national calls. The invoices include the subscription charge, national and international calls, and calls to voice mail and special services.

Selected in the absence of precise consumption data from operators, these simple criteria are consistent with the notion that operators' offers are already targeted on specific market segments that are adapted to individual patterns of consumption.

It should be stressed that the values obtained do not correspond to revenue per mobile subscriber, nor to "market prices".

The main findings are as follows:

· on average, the four typical bills all fell in 1999: by 14% for residential customers consuming 30 minutes, by 4% for residential customers consuming one hour, by 9% for residential customers spending two hours on line and by 7% for those making three hours of calls;

· these lower prices can be explained firstly by the launch of new commercial offers, most notably the prepaid cards system, and by changes to the tariffs charged for existing offers. The introduction of new offers fully explains the declines observed for 30-minute and three-hour consumers – 14% and 7% respectively. As regards changes in tariffs for existing offers, the declines recorded for one-hour and two-hour residential consumers are attributable to lower prices, notably for non-flat rate communications.

Methodology for mobile consumer baskets

When assessing typical bills, it is assumed that:

( existing subscribers, i.e. those with subscriptions at 1 January 1998, acted rationally when choosing the operator's offer that best suited their profile at 1 January 1998. They have since continued to use this offer (the terms of which may have changed). These subscribers are taken into account because they represent a significant share of mobile operators' turnover.

( new subscribers, i.e. those that subscribed in 1999, also acted rationally when they selected the operator's offer that best suited their pattern of consumption at the date of their subscription. They have since continued to use this offer.

The average price of each typical bill is then calculated by working out, for each operator, the average of the typical bills of existing and new subscribers, and then by working out the average of the typical bills of three operators weighted for market share.

2.Enforcing the regulations: monitoring operators' activities

One of ART's main duties is to ensure that licensed operators respect their commitments. ART monitors operators' activity through an annual study of the behaviour of participants in the telecommunications sector, and by examining correspondence received from consumers drawing attention to anomalies.

A. Studying the behaviour of participants


A framework for monitoring operators' practices was organised in 1998 with the introduction of an annual consumer survey by an outside market research firm.

The study is intended to provide ART with reliable data collected through a direct survey of the general public's views on operators' practices with respect to users. Topics covered by the survey include information supplied to consumers, application of contractual clauses, service quality and complaint management.

The survey and the statistical analysis of its findings are used to highlight problem areas in each sector of activity (fixed, mobile and cards). In this way, ART can identify not just the issues for which action may be required, but also problems that might arise in future.

The 1999 survey was divided into two sections: 

· a quantitative survey mailed to a panel of residential users comprising 4,000 households. This section was focused mainly on knowledge of tariffs and contracts, the types of disputes encountered and how these were handled, how operators dealt with disputes and how consumers perceived the way in which the disputes were settled.

· a qualitative survey of two focus groups whose members were selected from the participants of the postal survey. This second section was used to flesh out the findings of the quantitative survey and to run through solutions suggested by consumers.

The findings of the 1999 survey, which was commissioned from Sofres, were published in December 1999.

B. Correspondence from consumers

In 1998, ART was contacted around 100 times by consumers unhappy with the way in which an operator's customer service had dealt with their complaints.

This figure quadrupled in 1999, with ART processing almost 400 letters from consumers.


Consumers requests can be divided into three categories:

( requests for explanations of ART regulations and decisions or operators' practices, or requests for information about the sector;

( requests for ART to take action vis-à-vis an operator in order to help obtain an amicable settlement to disputes;

( complaints sent to the regulator concerning an operator's breach of obligations.

ART receives a small amount of letters in comparison with the volume of correspondence processed by operators' customer service departments. Nevertheless, this is sufficient to highlight the main difficulties encountered by consumers.


Part 2 of this section contains a survey of consumers' difficulties by market type. First, however, it is worth recalling the legal basis for ART's actions.

1. Legal basis for ART's actions

In 1997, ART began looking at how, under the prevailing legislation, it could be involved in resolving disputes between operators and consumers. Consumer groups were hoping that ART would agree to act as a second-level mediator.


Article 26 of Directive 98/10/EC of 26 February 1998 
 on voice telephony sets out procedures for mediation in unresolved disputes with telecommunications operators.

Article 26: 
Member States shall ensure that any party, including, for example, users, service providers, consumers or other organisations having an unresolved dispute with an organisation providing fixed public telephone networks and/or fixed public telephone services concerning an alleged infringement of the provisions of this Directive, shall have a right to bring cases before the national regulatory authority or another independent body. Easily accessible and in principle inexpensive procedures shall be available at a national level to resolve such disputes in a fair, transparent and timely manner. These procedures shall, in particular, apply in cases where users are in dispute with an organisation over their telephone bills or over the terms and conditions under which telephone service is provided.
Each European Member State must indicate which organisation is entrusted with this function.

Looking briefly at which national regulatory authority is in charge of settling disputes in other European countries, i.e. at how Article 26 has been incorporated, the situations are extremely diverse. In the Netherlands, for example, disputes are resolved by an organisation with joint authority for posts and telecommunications that operates independently of the regulator. In Denmark, NTA, the regulator, is responsible for settling disputes, although appeals can be submitted to a body made up of consumer representatives. In the UK, the regulator settles disputes, while in Germany, the regulator acts as an intermediary.


In France, Directive 98/10/EC has not been transposed. As the law currently stands, there are two options:


- either the recourse to legal proceedings that exists under national law, i.e. the civil courts, is considered to be sufficient for the transposition of Article 26; or


- recourse to legal proceedings under national law is considered to be insufficient, meaning that transposition measures are necessary.


The procedure for bringing cases before the district courts fulfils the conditions set out in the Directive. Only the periods required to deliver judgements might fail to meet the Directive's requirements. However, consumers and their associations prefer conciliation to contentious settlements.

ART has therefore decided to continue playing its conciliatory role to the full. It replies to all requests for information, forwards correspondence involving contractual disputes to the relevant operator and investigates letters that reveal a breach of telecommunications law. The complaints sent in by consumers provide ART with an opportunity not only to detect shortcomings in the existing regulations, but also to interpret those regulations.

By examining consumers' complaints, ART may be able to suggest changes to the terms of future licences or regulatory texts, for example by proposing ways of refining standard clauses or modifying quality of service indexes.

2. Analysis by market type of the main difficulties encountered by consumers 

a. Fixed telephony

· Discontinuation of the reduced subscription formula

In 1999, France Télécom decided to discontinue one of its pricing formulas, which combined a reduced-cost subscription with higher calling costs. Many property owners used the formula for their secondary residences.

When it was renewing approval of the tariffs included in this formula, ART asked France Télécom to remove one of the clauses, which prohibited subscribers from using carrier selection. The operator subsequently decided to stop offering this type of subscription.

Consumers who received inaccurate information from France Télécom representatives asked ART to explain why it had stopped the operator from selling this product.

· ART was required to correct the information provided by the operator.

· Obsolete switches

In January 1998, the month in which the market was opened up, 55 switches of the 1,000 in service at that time were too old to route calls with carrier selection. France Télécom agreed to modernise its entire network by end-1999. Nevertheless, by the end of December 1999, 15 first-generation switches still remained to be replaced.

Furthermore, the new operators were able to get round this temporary technical problem by offering a four-digit 3BPQ-type prefix to interested parties connected to an old switch. Some operators did not avail themselves of this option, deeming that the cost of putting such a service in place was too high in view of the small number of customers affected. Other operators did introduce a service of this kind.

Consumers connected to obsolete switches do not understand why, more than two years after the telecommunications market was opened up to competition, they are still denied the right to freely choose their operator.

· ART had to provide these consumers with additional information.

b. Mobile telephony

· The right to terminate mobile contracts:

This question, which first appeared in 1998, became the number-one issue of 1999.

There are two reasons for the increased number of requests on this subject:

- Insufficiently reliable information:

The media's more or less accurate coverage of the recommendations issued by the French committee on abusive clauses in July 1999 and of the judgements delivered in terms of mobile telephony in early 1999 led many consumers experiencing problems with their mobile telephones to request termination of their mobile contracts. After a cursory glance at the information given in the press, these consumers thought they could terminate their phone contract as of July. Sellers and distributors of mobile telephones also led them to believe that this was the case.

· ART had to provide daily explanations to consumers, giving details of the actual scope of recommendations and judgements. Additionally, it had to make representations to three operators in an effort to amicably settle disputes arising from the confusion about contract termination. 

- The impact of advertising

The other reason for the increased number of requests was that advertising of operators' promotional offers made existing subscribers want to replace their existing contract with an operator by another contract that was seemingly more attractive. Interestingly, several consumers who contacted ART stated that they intended to terminate their existing contract in order to sign a new one with the same operator. Moreover, some consumers, misunderstanding their contractual commitments, had already taken this step and used it as a sign of their good faith.

· This issue highlights a lack of understanding of contract law among consumers. Market participants should work together to raise awareness.

· Handset subsidies

In the mobile sector, the practice of subsidising handsets is distorting the rules of the game for consumers.

Consumers are not informed of the actual price of the handset they receive from the operator. Because they are provided with a "free" handset, consumers are hard-pressed to understand why they have to make monthly payments if it is lost, stolen or broken.

· Handset subsidies are distorting the mobile market. Under the current circumstances, there may well be an increase in the number of people who take out subscriptions for one year or less, then terminate the contract and sign a new contract with the same operator or a competitor. The only thing standing in the way of this mobility is the need to change the telephone number each year.

· Operators are beginning to develop loyalty-building strategies to counter this movement.

· Consumers and distributors

Consumers find it hard to understand the role of distributors. Advertising campaigns are teaching them about the difference between indirect management of contracts by distributors and direct management by the operator supplying the telephone service.

ART received several letters from consumers who were surprised that operators did not provide an easy way for customers satisfied with their network to switch to direct management from indirect management by a distributor.

· Dubious commercial practices 

In a fast growing sector that is still relatively new to consumers, the dubious commercial practices of certain retailers are creating a negative image. These include canvassing elderly people by telephone, giving inaccurate information on options for withdrawing from or cancelling agreements, organising competitions and forcing consumers to subscribe for optional services.

Consumer groups are concerned about this issue, and the ministerial office for consumer protection is conducting a survey.

· Unclear billing

On several occasions, consumer complaints drew ART's attention to disputes regarding bills issued by France Télécom's on behalf of mobile operators for unanswered fixed-mobile calls or for overly systematic transfers of calls to voice mail services.

Operators say that the problem stems from high-speed billing systems, which are triggered after one-tenth of a second, even before the voice mail message has begun playing.

Operators are carrying out regular tests, but it is true that at the present time, the invoicing systems used by private telecommunications operators are not subject to specific controls.

· Service quality

As regards disputes linked directly to the quality of customer services, consumers complained about the same problems with all three mobile operators, namely unanswered correspondence, delays in processing requests for changes to contracts, difficulty reaching customer services, and time-consuming and expensive support services. In their letters, several people described incidents that they believed showed a lack of respect for the customer. The letters reveal that the majority of customers feel that proper attention was not paid to them, and many complained that there was no reliable and clearly identified contact person.

c. Internet and cable

There was also an increase in correspondence relative to Internet and cable, a fast growing field that is less strictly regulated than the telephony sector. The most commonly encountered theme was the unequal quality of networks. 

In such cases, electronic mail provided a useful means of identifying shortfalls in a given operator's services. 

The alert was given for the first time in spring 1999, and then again in autumn, by the customers of several cable operators, disappointed in the actual services on offer compared with the promises that had been made.

· As a result, ART questioned the operators concerned on how they intended to solve the problems identified by consumers.

ART makes every effort to respond as promptly as possible to correspondence from consumers, because in many causes they require immediate assistance.

As regards requests for action, most operators respond rapidly to ART's correspondence. Owing to a lack of time, ART does not send reminders to companies that do not inform it of how they responded to its requests. The spontaneous-response rate ranges from 40% to 100% depending on the company.

ART is more vigilant with regard to complaints, however, and does not hesitate to contact the company departments to which it sent correspondence in order to obtain a detailed response to the complaints under investigation.

In more than 80% of cases, the operators respond promptly, informing ART that a successful solution has been found to the problem.

Chapter XI: European and international activities

1.European Union activities

Of all the international events that it attends, ART attaches special importance to meetings of European regulators. The significance of these meetings was underscored in 1999, when the main topic of debate was the initiation of the review of European Union (EU) directives, a process scheduled when the directives were first adopted in the 1990s
. The regulators meet in two forums.

First, the Independent Regulators Group (IRG), a body set up on ART's initiative. The IRG, which comprises the heads of the authorities of Member States of the European Economic Area (European Union countries, Norway, Iceland and Liechtenstein) and Switzerland, held two plenary sessions in 1999, the first in the UK in March, the second in Switzerland in October.

Debates were held on a wide range of subjects of common interest for which the IRG has set up specialised working groups. The topics under review included cost analysis, the notion of significant market power (SMP), access, unbundling of the local loop, exchange of information between regulators and the review of EU directives.

The role of the IRG, until now a forum for informal dialogue, could be extended significantly as part of the review process. If this idea were accepted, the IRG could play an active part in implementing the future regulatory framework, notably by providing a congruent interpretation of new directives. In this respect, the IRG focused much of its attention on drafting a joint response to the European Commission's communication. That response was sent to the Commission in February 2000.

The second forum for meetings of the European regulators is the High Level Committee of National Regulators and Administrations, which meets in the presence of the European Commission and is chaired jointly by the Commission's Information Society and Competition Directorates-General
. The Committee met three times in 1999: in Bonn in February, in Brussels in June and in Helsinki in October. The Committee has no powers of its own, but affords the European Commission an excellent opportunity not only to find out about the intentions of national authorities (ministries and independent authorities are represented) but also to gauge their reactions to EU initiatives.

The main themes covered in the Committee's talks were the introduction of third-generation mobile telephony, Internet access, convergence, the Commission's Green Paper on frequencies and, above all, the review of the Community legislative framework. 

Naturally, ART also held many bilateral meetings with other regulators. These took place at the above-mentioned forums, during trips abroad by ART's chairman and during visits to Paris by the heads of other authorities. Frequent meetings with European Commission representatives from the Directorates-General and Services lent added strength to this network for dialogue and debate.

ART was also involved in the more technical aspects of regulation. As a member of the French delegation, it was regularly represented in the sessions of the European Commission's Licensing Committee, which met three times, and the ONP Committee, which met five times.

2. Bilateral relations

The regular meetings with the regulators and administrations of other states, first introduced in 1998, were extended in 1999. Although the main issues affecting Europe were tackled primarily at the multilateral level, ART's relations with the rest of the world resulted in a total of 23 visits to France by foreign delegations
. Most of these visits were designed to provide information on France's experience to national decision-makers seeking to set up a regulatory body as part of the process of opening up their countries' telecommunications market.

ART attaches great importance to its consultation work, which it supplemented in 1999 by hosting training sessions for interns from Mali and Mexico. This activity comes under the government's cooperation policy, which, accordingly, often provides the institutional framework, such as bilateral agreements providing for regular joint committees. ART hopes to extend its consulting work in the future, but it lacks the means — particularly in terms of human resources — to give these activities the scope needed to match fast growing demand.

Meetings with the regulators of OECD countries fall into a different category. ART has been involved in such sessions since 1997. They offer ART a chance to compare its own experiences with those of other institutions, some of which are older, and all of which face similar problems. The French market can learn lessons from these contacts, even if the situation may differ considerably from one country to another. To study the competitive environment on OECD markets, on which French operators are often active, ART sent missions, led by the Chairman or a member of the executive board, to the USA, Japan, Canada, Singapore and Malaysia. Generally organised around a single theme, these missions gave delegates the opportunity to meet not just with the usual representatives of the administration, but also with market participants and various categories of economic agents, including investors and financial analysts.

3. International organisations

The International Telecommunication Union (ITU) is the main body for handling telecommunications issues at the global level. Its activities cover technical and regulatory aspects as well as development assistance. For this reason, ART plays an active part in its work, which is organised around large-scale study groups
.

The highlight of 1999 was the Telecom 99 conference held in Geneva in October. Organised every four years, this event is a meeting point for the telecommunications community. In 1999, it provided a forum for presenting the latest technological developments and hosted many round tables on topical issues, including one on regulation facilitated by ART's Chairman. ART had its own booth within the French delegation, an innovative move because few independent regulators are represented at these events.

High-level political contacts were established with the ITU's new Secretary General, Yoshio Utsumi. Mr Utsumi met with a French delegation in Geneva in February and agreed to visit ART in November to hold talks with ART's chairman on areas for collaboration and ways in which ART could contribute to the ITU's activities. 

The ITU's work in the field of regulation was focused on the accounting rate reform (the system whereby two operators exchanging international traffic share revenues). However, its efforts were blocked by the USA's refusal to vote for a compromise solution aimed at obtaining a balanced reduction in these tariffs. ART, working within the French delegation, played an important role in drawing up the compromise solution.

In the field of development cooperation, ART sent delegates to two regional training conferences, in French-speaking Africa (Niamey, September 1999) and in East Africa (Cotonou, December 1999). It also took part in the AITEC 99 conference of Arab League Member States, organised in Beirut in February under the aegis of the ITU.

With 43 Member States, the Conference of European Postal and Telecommunications Administrations (CEPT), and its two committees, ECTRA for regulation and ERC for radiocommunications, offers an excellent framework for pan-European cooperation, in particular for East-West exchanges.

ECTRA
 continued its work in two key fields: numbering and licences. ECTRA also began research into subjects of common interest, aimed at bringing national regulatory systems in Central and Eastern Europe into line with the EU system. An ART representative
 has served as one of the committee's vice chairmen since 1999.

ERC's
 work is aimed at providing Europe-wide coordination for the planning of radio frequencies. Accordingly, many decisions were adopted to ensure consistency in national radio-frequency policies. Also, ERC and ECTRA continued to apply the centralised procedure for examining authorisation requests from operators of mobile communications satellite systems. 

The CEPT played an active part in the conference preparatory group to prepare the joint position that its members wished to adopt at the IUT's World Radiocommunication Conference in Istanbul in May 2000.

Chapter xii: Standardisation


Technical standardisation is quite separate from regulation and mainly concerns market participants. However, it can still have a major influence on the work of the regulator. Close links must therefore be maintained between standardisation and regulation — two activities which, together, shape market development.

1. Technical standardisation

A. Standardisation and regulation

Guided for the most part by voluntary initiatives by manufacturers and operators, standardisation is the domain of experts. However, the far-reaching strategic, economic and patent-related consequences of standardisation give it high political and media importance during the final decision-making processes in European and global institutional organisations.

Thus, the development of mobile networks at the European level, for example, is still broadly shaped by the ETSI's
 decision in January 1998 on the UMTS radio interface. This decision was left on hold for a long time, until agreement was reached in talks between Ericsson and Qualcomm on the latter's CDMA-technology patents. In addition, the ITU's recommendations on the IMT200 family of third-generation mobile systems, adopted in the run-up to the World Radiocommunication Conference in May 2000, will fix the framework for mobile telecommunications networks in the years ahead.

Naturally, for a standard to gain the confidence of the market, international recognition is necessary. However, such recognition is not enough by itself. Industrial research programmes and standardisation efforts initiated at an early stage sometimes yield standards that fail to meet the market's demands. Many standards have created commercial deadlock by being too complex or poorly positioned relative to the market's expectations.

For this reason, the rapid growth of the information technology markets has prompted market participants to set up forums and associations with a view to responding swiftly to emerging demands. Forums and groups like these can, in the space of a few months, unite many players from industry or services around the sole objective of drafting specifications. Examples include the WAP
 forum and the Bluetooth Special Interest Group. However, this proactive approach does not always guarantee a result that suits the market. The large numbers of participants and the need for consensus can cause the focus to blur. 

In the case of Internet protocol, a trial phase generally precedes publication by the IETF
 of standards or RFCs
. The IETF, which is open to all, has adopted an informal contribution process to stimulate competition between different options. The resulting profusion of proposals fosters innovation and has shaken up traditional approaches to standardisation.

Furthermore, the rules of world trade reject the principle of a single standard for the same market on the grounds that it would constitute a technical barrier to trade. On the one hand, to respond to the necessary drive towards standardisation, supported by institutional bodies and forums, and, on the other hand, to take account of the commercial demands of globalisation, the ETSI has begun redefining its position within the context of standardisation. ART is closely monitoring this process through the participation of one of its experts on the ETSI Board.

Standardisation and regulation are two closely interlinked notions. Standardisation favours, inter alia, a reduction in the cost of equipment, something which benefits market participants (i.e. manufacturers and operators) and consumers alike. Standardisation also enhances visibility on technologies and the associated frequency resources, simplifies the technical conditions for interconnection and access, and fosters the emergence of new services. Standardisation is a fundamental requirement for network interconnection, giving more potential suppliers the means to enter an existing or emerging market. 

Mindful of the need to anticipate the developments that prefigure a far-reaching transformation of the sector, the regulator "keeps its finger on the pulse" of standardisation to gain a sound understanding of the key strategic events taking place in the various bodies. Thus, ART's experts regularly participate in the work of the ETSI (e.g. the SMG, 3GPP SA, STQ and TM6 groups). A distinction should be drawn between this attitude of attentiveness and active participation in an industrial-policy objective. 

B. The ETSI Board 


Set up in 1988, the European Telecommunication Standards Institute (ETSI) is an organisation tasked with producing telecommunications standards within the framework of the European single market. Composed of nearly 700 members from 35 European countries and some 15 non-European countries (that participate as associate members), the ETSI offers an open forum that enables interested parties – administrations, operators, manufacturers, service providers and users – to directly influence the preparation of standards.


Based in Sophia Antipolis, the ETSI published around 1,150 documents in 1999, the majority of which (72%) concerned the mobile sector. About 900 of these documents were European standards; the rest were ETSI specifications, reports and guides.

The Board is the executive arm of the ETSI's General Assembly. Its main duties include bringing questions of political or strategic importance before the Assembly (issuance of opinions on the general policy of standardisation, examination of cooperation agreements with outside bodies and partnership projects, definition of the work programme) and issuing opinions and decisions on financial, technical and administrative matters, e.g. new areas of standardisation, creation and elimination of technical committees, ETSI projects.

To enhance its visibility on the strategic changes taking place in the sphere of standardisation, ART, acting on behalf of the French administration, has had a seat on the ETSI's Board since last November.

This presence on the ETSI Board strengthens ART's technology watch and strategy watch. It also forms part of ART's efforts to build up a general understanding of pending or ongoing technological changes – not just in telecommunications – and provides an opportunity for multiple contacts and exchanges at the international level. Also, all participants benefit from the fact that ART's presence makes it possible to directly influence decisions. Before every Board meeting, ART holds talks with the DIGITIP and the ANFr to define the position of the French government.

ITU's standardisation work


In 1999, the International Telecommunications Union (ITU) continued its work on worldwide telecommunications standardisation within the new framework put in place by the Plenipotentiary Conference in Minneapolis at the end of 1998.


The Minneapolis Conference revealed a willingness to open up the organisation by giving sector members (operators and manufacturers) additional rights to approve recommendations of a non-regulatory nature. The Member States retain authority for regulatory texts that constitute a legal reference recognised by states. But the sector's other participants – operators and manufacturers – are now more involved in the adoption of texts of a technical nature, thereby strengthening the ITU's role in the process of worldwide standardisation.


Within this framework, ART has taken on the task of coordinating the work of UIT-T (standardisation sector) at the French level. As such, it is kept informed by the French study leaders of the progress made by 14 research groups. Also, it works to coordinate the positions of the French members in the different meetings of the organisation.


Within ART, several research groups are being monitored particularly closely, namely Groups 2 (Definition of services, numbering, routing and mobility at the worldwide level), 11,13 and 15 (Networks) and 16 (Multimedia services and systems).


These efforts are part of preparations for the World Telecommunication Standardisation Assembly, which will be held in Montreal in autumn 2000. The Assembly will consider a reform of the ITU, focussing particularly on the development of the standardisation sector, and will plot out the future for telecommunications standardisation in areas of special importance, such as IP networks, mobile networks (IMT-2000) and multimedia services and systems. 

2. The consequences of standardisation

Technology is the engine that drives change in the telecommunications, computing and audiovisual sector. To identify the underlying economic and regulatory implications, ART monitors standardisation work at the European and global level. It regularly incorporates the results of standardisation work in its debates. Its opinions and decisions, which have a direct impact on the telecommunications environment and industry, sensu lato, are intended to encourage investment and innovation thus supporting the standardisation process. Below are several examples from mobile telephony and the Internet that illustrate the importance of standardisation.

A. Mobile telephony

1. General Packet Radio Service (GPRS)

GPRS, a switching system resulting from standardisation work conducted by the ETSI since the early 1990s, will enter the pre-commercial phase at the beginning of 2000. French GSM operators are conducting extensive trials of this technology. Commercial offers based on the GPRS standard will doubtless emerge in the course of 2000. 

The operators have many different reasons for their interest in GPRS:

· the desire to differentiate themselves from other operators; 

· a response to market demand for Internet access; 

· a means to learn about supplying new services;

· introduction of a new value chain;

· gradual investment towards UMTS.

GPRS constitutes the first phase of the switchover from GSM technology to packet mode transmission, already used on fixed-line networks, and to IP technologies. New interconnection configurations are beginning to appear (within the framework of Internet/intranet access, roaming, and connection of ISPs
). Each new configuration raises specific engineering issues, necessitating an analysis of requirements in terms of capacity, interconnection points, security, confidentiality, quality of service, and billing.
In the months ahead, GPRS, which comes with a new approach to managing radio access that authorises high-speed data transmission, should give a massive boost to the development of service platforms located on the periphery of networks and based on WAP technology. This situation is the result of the simultaneous implementation of ETSI standards and the WAP forum's specifications, a move designed to encourage innovation and investment.

So, the question of access to the Internet and to content via mobile telephones is not just to do with third-generation mobile systems and will arise long before such systems are launched. Accordingly, several regulatory issues are emerging in the wake of the above-mentioned technological developments.

·  access to different ISPs or content providers,

·  interconnection of data networks,

·  interworking / interconnection with the existing networks and services,

·  control and transparency of quality of service in interconnection,

·  access to rare resources (IP naming and addressing),

·  security, integrity, user identification,

·  interworking / interoperability of terminals and applications.

2. Location services: a budding, high-potential market

The number of people equipped for mobile telephony is increasing at a sustained rate and there is still room for considerable growth in France
. Furthermore, with GSM attaining practically nationwide coverage, mobile telephony looks set to gradually penetrate other areas of the economy, finding applications beyond telephony, for example in corporate networks, telemetry, remote controls and alarms, automotive telematics, "smart" houses and user location. 

Competition between operators is gradually shifting from coverage towards quality of service and new applications. Services based on locating the subscriber or terminal (for machine-to-machine communication
) are likely to emerge as part of this process. Location methods not requiring major radio resources to send information to the network have a small impact on the network's overall quality of service. The costs incurred in terms of use of the spectrum remain low. A period of intense standardisation work is underway, initiated in the USA by the introduction of regulatory obligations. The forthcoming standards should, in particular, take into account the constraints linked to migrating to third-generation mobile systems.

Furthermore, the large number of participants involved in this field (network operators, service and content providers) makes protection of individuals' private lives (e.g. confidentiality and protection of personal data) a key issue. 

3. Mobile electronic commerce: the SIM card

The security offered by SIM subscriber cards suggests that these cards are likely to evolve into single, multi-service cards oriented towards electronic commerce. Indeed, the low cost of trading over radio channels means that this card could well be transformed into an electronic purse. All the technical 
 and economic factors are thus in place to make the SIM card the key to the development of mobile electronic commerce. Already, a SIM card and a bank card can be slotted simultaneously into a dedicated interface on certain terminals
. GSM terminals are turning into payment terminals.

This surge of innovation around the SIM card is the result of standardisation work launched 12 years ago by the ETSI. Europe has acknowledged expertise in this field and standardisation is likely to continue at the global level within a structure that is currently being set up. In addition, these advances in mobile technology will certainly have repercussions on the overall situation of electronic commerce. 

4. Third-generation mobile telephony

The Decision by the Parliament and the Council
 on the coordinated introduction to the European Union of a third-generation mobile and wireless communication system established two key deadlines and triggered a burst of activity in Europe around future mobile networks. However, many uncertainties remain at the technical level (in terms of standards and frequencies) and at the economic level (services, usage, etc.). Inevitably, however, the saturation of GSM frequencies, which will be exacerbated if GPRS proves successful, will encourage the transition towards third-generation systems.


The third-generation radio interface (UTRA),
 the product of standardisation efforts at the European level, is included in the ITU's future recommendation, RSPC, which defines the IMT 2000
 terrestrial radio interfaces. Five radio interfaces are named in the recommendation: IMT-2000 CDMA Direct Spread, IMT-2000 CDMA Multi-Carrier, IMT-2000 CDMA TDD, IMT-2000 TDMA Single-Carrier, IMT-2000 TDMA Multi-Carrier. Competition does exist between the standards, but GSM, which is unrivalled in Europe and enjoys a dominant position at the global level, will probably have a major influence on the gradual migration towards the third generation. 

5. The road towards all-IP mobile networks

Standardisation efforts have not been put on hold until third-generation mobile networks are brought to market. Work has already begun on the total integration of mobile telephony and the Internet as mobile networks migrate to all-IP networks. The different bodies concerned – the ITU, the ETSI, 3 GPP, Tiphon and the IETF – are already assessing the technological options of the networks of the future. As each body seeks to attract the greatest number of activities, many issues still have to be tackled, including identification of the different phases of migration, and the question of architectures. Independently of the structure of standardisation, a number of themes are emerging, such as quality of service (real-time, via interconnection), security, data protection, new mechanisms for managing mobility, roaming, interoperability with existing networks, translation of addresses, identification of the IP protocol version.

However, the final phase in the migration of mobile systems to the Internet, where telecommunications and Internet firms become indistinguishable, will be achieved gradually. It will require massive new investment by all participants, equipment renewal and the implementation of gateways with existing switched networks. ART is following with interest the standardisation work currently being set in train. 
B. The Internet

ART's overarching concern in 1999 was the Internet. The call for comments on Internet telephony was based on an initial expert appraisal in the field of standardisation. Debate has already begun on the next-generation Internet. ART will not fail to play its part in the discussions in this area. It is also taking interest in the issues surrounding IPv6 and its development.

1. Internet telephony

The emerging offer of Voice over IP (VoIP) services will be a major step in the development of the telecommunications market. In September 1999, ART published the results of its public call for comments on Internet telephony.

Although in many ways Internet telephony appears to represent a break with existing technology, a subtle regulatory approach is required that combines continuity within the existing regulatory framework and consistency with current or upcoming developments in comparable countries
. 

It has become apparent that standardisation will play a crucial role in the development of Internet telephony. Through the use of open specifications, standardisation paves the way for this service's sustainable economic development. Standardisation efforts are continuing in several different areas. The standards currently being prepared are numerous 
 and are gradually stabilising. However, they are not equivalent in terms of service and do not take into account all the constraints of the telephone service. For these reasons, ART is closely monitoring the progress being made on the H323 and SIP standards within the ETSI's Tiphon project.

2. Next-generation Internet 

The Internet is at the heart of ART's daily concerns because of the massive changes that it is bringing in terms of economics and technology, social issues, services and usage. ART recently took an active part in the debate initiated by the French government on adapting the legislative framework of the information society. This process could lead to the emergence of new services and usages within a defined framework known to all players.

In the short term, high-speed access is necessary for new services to emerge. However, the term "next-generation Internet" covers a wide range of developments and should be clarified.

Convergence is at the centre of questions surrounding the Internet of the future and the development of telecommunications networks. Any changes will, however, be gradual because of the scale of the investments required. Each stage comes with fresh technical and economic issues that could slow the integration process. Eventually, though, customers are likely to be offered comparable services and compatible contents via substitutable infrastructures.

The Internet of the future will have to be robust, powerful, upgradeable, hierarchically structured, independent of the transmission medium, and secure. In particular, it will have to supply different categories of service quality and offer content with a European focus. Already, high-speed networks are appearing all over the world and are serving as testing grounds for future specifications. One of today's main priorities must be to consider the standardisation structure most suitable for drafting the specifications of the Internet of the future. The question of the strategic and economic challenges associated with new interconnection points is already on the agenda. 

As indicated in the report issued by the Internet of the Future working group of the French network for telecommunications research (RNRT), the pace of innovation appears to have produced a disruptive trend that is overturning the positions established before the emergence of the Internet. As a result, it is necessary to begin considering what kind of regulatory framework would foster innovation as well as sustainable economic development.

3. A new standard for Internet protocol: IPv6

European firms are leaders in mobile telephony and they could maintain their superior position when GSM networks switch to mobile Internet systems. The recent cooperation agreement between the ETSI and the IPv6 forum, which concerns, inter alia, mobile networks, offers a concrete example of how the "mobile" and "Internet" communities are coming together.

French research into IPv6 is well advanced and France has many centres of expertise in mobile technology. Together, these represent a real opportunity for the development of Internet over mobile networks in France.

The IETF has been working on IPv6 for many years. A large number of RFCs and publications exist. A few of the key characteristics of IPv6 include autoconfiguration of addresses, mobility, security (authentication and encryption), quality of service, selective broadcasting (Multicast). However, behind the switch from IPv4 to IPv6, the associated economic, commercial and geopolitical stakes, and the fact that a single supplier has the monopoly on infrastructures, are slowing the introduction of IPv6 into networks.

In addition to increasing addressing resources in comparison with IPv4, IPv6 offers autoconfiguration and improves quality of services and security – features that could encourage the worldwide development of new services on the Internet (mobility, real-time services, electronic commerce). For this reason, ART is closely monitoring the initiatives aimed at promoting IPv6 within the framework of future all-IP mobile networks.

PART TWO: METHOD AND RESOURCES 

Chapter I: Method


The methods used in the regulatory process determine to a large extent how effective and relevant regulations are. The clarity that ART is supposed to bring to the market calls for ongoing cooperation, a commitment to transparency and in-depth knowledge of the economic sector that ART is responsible for regulating. These things involve supplying information continually on its regulatory role and activities to the sector and to consumers, notably through periodic meetings of consultative bodies, as well as carrying out studies both internally and externally.

1. Cooperation

Cooperation entails periodic meetings of consultative bodies as well as regular hearings and public consultations.

A. Consultative and specialised committees

1. Consultative committees

Two consultative committees for the telecommunications minister and the chairman of ART were established by the Act of 26 July 1996: the radiocommunication consultative committee (CCR) and the consultative committee on telecommunications networks and services (CCRST).

These commissions are responsible for examining draft regulations pertaining to radiocommunication and telecommunications networks and services. They may be consulted as well on any subject coming under their jurisdiction.


The CCR met five times in 1999, with Mr. Marc Houery as chairman. It was consulted on a wide variety of subjects, including wireless local loop, carriers preselection, interconnection interfaces and frequencies. However, the most frequently discussed subject in 1999 was UMTS.


The CCRST met five times in 1999 under the chairmanship of Mr. Pierre Faurre. Its opinion was sought on a variety of topics, including carrier preselection, interconnection interfaces and Internet access over the STN. In March, it also heard the reports of the two working parties set up in 1998 to address the issue of unbundling the local loop. These reports were used to prepare the text of the public consultation on local loop development that began on 2 April 1999.

2. The interconnection committee

The interconnection committee is made up of representatives of public network operators, telephone service providers and consumer groups. It met three times in 1999 to give opinions on a number of interconnection projects.

During 1999, it had to determine the means for implementing carrier preselection, the list of ancillary and advanced services and functions, interconnection interfaces and the 2000 standard interconnection offer.

B. Public consultations and calls for comments

Since it was set up, ART has organised public consultations and calls for comments to ascertain the positions of parties who will be affected by its future decisions on the law's application. Several calls for comments and public consultations were conducted in 1999.

The subjects of these public consultations and calls for comments included critical and high-priority subjects for the sector's future such as the development of competition in the local market, the introduction of UMTS and the Internet.

Public consultations and calls for comments in 1999

Subject


Launch
Summary reports



The introduction of UMTS in France


February
October 

The development of competition in the local market


April
October

IP Telephony: status and outlook.


January
September

Reallocation of the digit "6"


December
2nd half of 2000

Frequency resources planning for professional radio applications


July 
January 2000

Allocation of a licence for a broadband satellite communications service to Skybridge


July
October (not published)

Modification of Dolphin Telecom's professional network (RPN) licence


July
February 2000

C. Board hearings, meetings and study groups

1. Hearings and meetings

Hearings and meetings are held regularly on a variety of subjects.

In 1999, an enquiry aimed at improving tariff conditions for Internet access was conducted with all interested parties. The chairman and the Board met with them on several occasions. These meetings succeeded in setting up a system of flat rates for Internet access.

An enquiry into the prices of incoming calls on mobile networks was also conducted. Several meetings were held with the mobile phone operators. A recommendation for an initial price decrease of about 20% by 1 October 1999 was made at the conclusion of the round table on 29 June.

2. The satellite telecommunications forward studies group

Last year's annual report mentioned that a working group, chaired by Board member Roger Chinaud, had begun to look into the area of satellite telecommunications. This group has since met several times and has continued to here testimony from experts in this field. Before the bankruptcy of the Iridium and ICO ventures was announced in August 1999, the group had already come to a number of conclusions concerning the actual size of the markets for such systems.

a. A critical factor: relative size of the market
Attention was drawn in the group's discussions to the relative size of the prospective market for telecommunications services delivered with constellations of satellites. The scale of the respective markets must be kept in mind: the one targeted by satellite-based systems is small compared with the one for terrestrial infrastructures, particularly as regards the Internet. The satellite telephone market is, therefore, a niche market.

As for the first-generation low-orbit satellites, which are purportedly targeted to mobile phones, international travellers and areas lacking infrastructures, it is now clear that the competition from terrestrial networks and geostationary satellite systems was underestimated 10 years ago. Also underestimated was the inevitable decline in prices, which has left the revenue per subscriber lower than forecast.

As for the second-generation low-orbit satellites, the high-speed market involves a number of uncertainties: the exact scope of the applications that will be offered to the final user is unknown, and the "killer application" — needed in view of the capacity of these high-speed technologies to supply a multitude of services — remains elusive.

b. Satellites and terrestrial infrastructures: truly complementary systems

The major advantage of satellite systems is their capacity to provide universal access. This is reason that satellite and land-based telecommunications systems are truly complementary, especially on the local loop segment. As a consequence, these two methods of reaching the final customer do not compete head-to-head. Actually, they are similar approaches, and this fact explains, in certain cases, the existence of partnerships. Geostationary satellites, however, continue to be very well adapted to the growth of Internet traffic. This is because they provide not only access but also an Internet backbone, and are therefore complementary to terrestrial infrastructures (the USA/Hong Kong links, for example, lack this Internet backbone).

The sharp difference in the services offered via the two generations of low-orbit satellites means that their markets are divided geographically. Whereas mobile phone communications by satellite may be of interest in less-developed regions as a complement to terrestrial networks, the types of services offered through the second-generation satellite constellations are likely to be suited only to the most developed countries because of the equipment required for broadband communication.

c.  Investor interest: sustained but qualified

Financing can constitute a major difficulty for the various projects. Because the operational life of low-orbit satellites is short, operators are faced with the problem of payback times, especially since replacing the satellites will require new investments.

Testimony from experts has provided a more precise understanding of the technical aspects of these systems. Experts feel that neither of the two solutions — geostationary satellites or satellite constellations — has a clear-cut advantage over the other. However, the broad flexibility of geostationary satellites (e.g. their regional location, which allows them to be deployed in stages, their footprint) is an important element in the evaluation. In particular, the possibility of expanding such systems gradually is viewed very positively. On the other hand, geostationary satellites have the drawback of being less powerful and having longer transmission times than constellations of low-orbit satellites. While these characteristics are not regarded as critical in providing telephone service, this is not true in the case of Internet applications, where low-orbit constellations are definitely more efficient. Also, low-orbit satellites have a lower unit cost.

The type of architecture used for the low-orbit constellations is another element that the parties financing the systems weigh very carefully. The choice is between an access-based strategy like the one adopted by GlobalStar or SkyBridge, and a network-based strategy like the one chosen by Iridium or Teledesic. Bankers prefer the former, since the telecom operators are involved and the potential for lowering prices is greater than with fixed-cost network systems. The second strategy offers the advantage of complete global coverage, but also the dual disadvantages of circumventing local telecom operators and relying on too-recent technology (though the on-board switching system does seem to function properly).

d. The important role of French insurance companies
France was the leading supplier of insurance for space activities in 1999, providing 21% of total coverage, followed by the UK (16%), the United States (13%), Germany (8%) and Italy (8%). This fact prompted the working group to hold hearings, which revealed that significant changes have taken place over the past two years. First, damage is more likely to be sustained in orbit than during launch, and second, insurers are now seeing incidents in which claims for damage to orbiting satellites is very high. Insurers have thus been forced to react, and today they are taking a much closer look at the technical aspects of projects.

Discussions within the group have highlighted the importance of defending national and European interests. This is an essential concern and one to which ART is committed to responding. An enquiry on the regulatory aspects of this matter should be carried out at both the national and EU levels. The group is making this one of its main objectives.

3. The Internet group 


On the initiative of Board member Dominique Roux, ART set up a working party in 1997 to examine issues related to the Internet.

The working party's enquiries during the year dealt with subjects such as:

( IP telephony

( the arrival of mobile Internet services (regulatory issues and prospects offered by the introduction of UMTS services for the development of mobile Internet services)

( television and the Internet

( the Internet economy

The enquiries of the working party were completed in September 1999.

2. Communication

Throughout the year, ART made a point of regularly informing parties in the sector of its decisions by having frequent contact with the press and publishing numerous press releases.

Board members and in particular the chairman of ART, attended numerous conferences and meetings in France and other countries during 1999. Noteworthy among these events were the international conference IDATE, on 18 and 19 November, and the Semaine des Télécoms, in early December 1999.

A. The Internet site

ART's Internet site (http://www.art-telecom.fr) was provided with additional content during its second year in operation to enable it to respond more fully to visitors' needs. There was a substantial improvement in site awareness, as reflected by the cumulative statistics recorded at the end of April 2000. The number of visitors exceeded one-half million (543,225), more than 11 million pages were viewed (11,825,035) and there were more than 25 million hits (25,205,909).

1. More features and information 

The site's eight sections now offer more features and information. A weekly selection of opinions and decisions, posted at the beginning of each week, contain links to the texts of the most recent decisions, which are presented in full in the section "Textes de Référence". 

In the "Actualité" section, a new feature called "Les Entretiens de l'Autorité" informs visitors about ART's programme of conferences. Reports and the complete minutes of these events can be downloaded.

The menu of the "Grands Dossiers" section has been expanded. It now provides information on 13 subjects, including wireless local loop, carrier preselection and the Internet, together with information and useful links related to the implementation of the new R&TTE directive on terminal equipment. Other topics such as the UMTS, numbering and universal service are to be added shortly. 

Regularly updated activity reports and detailed contact information for more than 100 fixed, mobile and paging operators have made a success of the Panorama feature of the "Télécoms Mode d'Emploi" section.

The market tracking section "Les Observatoires" now regularly includes statistics from the quarterly and annual surveys of the Market Observatory alongside the data of the Mobile Communications Observatory. 

The site now contains over 4,000 HTML pages that will be maintained and regularly updated.

2. Regular services

Web site services are also growing: over 6,800 subscribers on the distribution list (the number at end April 2000) regularly receive fresh news and updates by e-mail (two or three messages a week) about happenings at ART. This allows them to keep abreast of ART's work without having to connect to the site. There were 2,700 subscribers on the distribution list at end March 1999. Their number has thus more than doubled in one year, proving that a real need exists for such a service.

Photos are also posted regularly when important events occur (a conference or an application for wireless local loop, for example). In most cases, this happens virtually in real time. A photo library will soon be available to journalists, too.

3. Improved functions and ergonomics

More interactive functions have been added to the site. A new research tool for finding information on frequency band use and allocation was introduced in the spring, and a directory of amateur radio codes is planned. The site's "Guichet Interactif" section continues to provide many functions for obtaining information on request, placing orders and downloading forms. The "Courrier" section, which receives a thousand messages a month, will soon have an FAQ (Frequently Asked Questions) area.

The site's home page has been made more convenient and efficient by incorporating a direct access option, called "Accès Rapide", that saves visitors a lot of time by allowing them to select the 10 most requested pages in a drop-down menu and access these pages directly, without going through the usual sections.

Convinced that the Internet is an excellent tool for sending out information and gaining a better understanding of the issues it deals with, ART intends to see that site content is continually enriched for the benefit of users. Projects include allowing visitors not only to read, but also to hear and see ART. An audio interview of one of the Board members has already been put on line—a first step that will soon be followed by several video communications initiatives. 

The pages listed in the "Accès Rapide" menu on the home page

· Avis et décisions: direct access to a selection of recent opinions and decisions of the ART Board

· Opérateurs autorisés: direct access to the list of licences granted to operators

· Coordonnées opérateurs: direct access to contact information for the operators 

· Infos consommateurs: direct access to the table of contents for the "Télécoms mode d'emploi" section, which contains an explanation of the opening of the market to competition

· Communiqués: direct access to the list of the most recent online press releases

· Revue de presse: direct access to the headlines of the daily press review prepared by ART

· Numérotation: direct access to the research tool for the numbers assigned to the operators

· Liste de diffusion: direct access to the subscription form to receive news updates automatically by e-mail

· Version anglaise: direct access to a summary of the site in English 

B. ART newsletter and publications

ART publishes a bimonthly newsletter, "La Lettre de l'Autorité", which surveys the regulator's activities and future initiatives as well as the telecommunications sector as a whole. Each issue briefs readers on current events and major issues under review and features interviews with people from the telecommunications sector or ART staff members.


To supplement the newsletter and this report, ART has published documents submitted for public consultation, reports on these consultations, guides and guidelines (e.g. a manual of conformity assessment procedures for terminal equipment) as well as consumer reports (e.g. fixed telephone operators as of 1 October 1999).


A complete list of ART publications is included in the appendices of this report.

C. ART's conference cycle: "Entretiens de l'Autorité"


In 1999, ART began to hold a regular cycle of conferences called "Les Entretiens de l'Autorité". The aim is to provide a forum for discussing subjects that are fundamental to the future of the telecommunications sector and its regulation. These meetings are now being held three or four times a year. The first took place on 21 January 1999. They are attended by an average of 300 people.


These conferences also play a role in the cooperation that ART seeks to develop with everyone in the sector. 


The subjects dealt with so far in the conferences are:


(  The telecommunications market in 1999-2000

(  Telecommunications law: current status and outlook


( Opening to competition and evaluating costs in the telecommunications sector

  ( Internet & telecommunications: what is at stake, in the presence of William Kennard, chairman of the FCC, the US regulatory authority

ART published a report on each of these conferences.

D. The documentation centre


Resources that may be consulted at ART's documentation centre include regulatory texts, reference works on telecommunications and reports on diverse subjects.


The documentation centre handled 2,085 requests this year, 1,316 of which came from outside the organisation.


The documentation centre is open to the public by appointment.
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3. Studies

The 1996 Telecommunications Act gives ART the authority to carry out studies and collect information on the telecommunications sector, and ART makes extensive use of this competence.

Owing to the highly technical nature and importance of the problems related to telecommunications regulation, ART is obliged to rely on in-depth technical, economic, statistical and legal assessments. Since its staff is small, it often calls on consultancy firms to assist it. In this way, it benefits from the competencies of specialists and obtains unbiased outside opinions.

Board members and staff recommend subjects for examination each year. They are validated by the division heads before presentation for approval during a Board meeting.

The studies are rigorously monitored by a cross-agency steering committee. The framework of each study, the time allotted for its execution and the documents to be submitted are determined at a launch session. Meetings are held at each stage of the study to hear progress reports. A final report and an analysis are done, and sometimes computerised data are submitted as well. Financial monitoring is also performed, for the programme as a whole in relation to the allocated budget and for each study.

The average length of the studies in 1999 was three months.

A summary of the studies is sent to the chairman, to the members of the Board, and to the director general. Sometimes a presentation is made to the Board. The divisions may then recommend publishing studies.

The study budget in 1999 was FF 8,000,000 for the studies done for ART exclusively and FF 400,000 for the multi-client studies.

The studies deal with subjects drawn from all areas of the telecommunications sector. The subjects given the most thorough treatment, however, are the ones related specifically to major issues in telecommunications regulation.

The subjects dealt with in 1999 included:

( universal service (checking the traffic volume declarations used to divide the cost attributable to universal service obligations among operators; assessment of the intangible benefits arising from the provision of universal service);

( telecommunications economy (the effects of local-loop unbundling in the content-network relationship; analysis of the demand for leased lines in intermediate and final markets; study of the economic and legal aspects of telecommunications taxes and fees);

( market tracking (the methodological aspects of setting up a market tracking system, surveys on telecommunications consumption);

( consumers (assessment of service quality on mobile phone networks
, follow up of operator contracts
).


The list of studies performed on behalf of ART is found in an appendix. Only the studies that were released to the public are available.


The Economics and Competition Division, which is responsible for external studies, has appointments throughout the year with consultants who want to present their expertise. At the beginning of 2000 and for the second consecutive year, 100-odd consultants were invited to attend a presentation of subjects that could be the focus of studies during the year. 

Chapter II: Resources


Although the budget allocated to ART has increased somewhat in past years, it is still inadequate to meet the needs of its growing regulatory activities. ART is not in fact a "conventional" administrative entity. In exercising its powers, it must engage in a number of activities, such as co-ordination and dispute settlement, which involve appreciable expenses that must be taken into account in the budget.

1. The budget

A. Budget resources 

The initial Finance Act for 1999 allocated ART a budget of FF 88.5  million, of which FF 47.05  million was for payroll expenses and FF 41.45  million for normal operating expenses.

In the 2000 initial Finance Act, ART funding is specified in a single chapter of the "Economy, Finance and Industry" budget. The allocation has been increased to FF 92.03 million, with FF 48.67 million for payroll expenses and FF 43.36 million for normal operating expenses. As in the preceding year, FF 1m of the latter amount comes from a Senate-sponsored amendment and is earmarked for a survey of telecommunications services consumption by businesses.

B. Budgeted job positions


For 2000, the number of job positions budgeted for ART in the initial Finance Act is 144, with two more added during the year. There were 142 in 1999.

C. ART revenues

In 1997, following approval from the Budget Department of the Ministry of Economy, Finance and Industry, two decrees and an order were drafted. The draft decrees set out provisions on the payment of fees for services rendered and the order set out the system for ART to collect these fees in its own right. On 3 December 1997, ART issued a favourable opinion on these three projects.

In 1998, the following series of regulatory texts was enacted to implement the system:

· decree of 9 July 1998 on fees payable for services rendered by ART
;

· decree of 9 July 1998 instituting the collection of fees in an independent account and defining the account to be used
;

· order of 9 July 1998 laying down the arrangements for payments for services rendered by ART to be paid into the independent account
;

· order of 20 August 1998 setting up the income account, and the decision of 28 October 1999 pertaining to the appointment of an officer to manage these revenues
;

· letter of 18 August 1998 from the budget department setting up the independent account.

By virtue of this regulatory mechanism, ART was able to proceed with the sale of the following documents:

· the 1999 Annual Report in French and English (at a price of, respectively, FF 150 and 250); 396 copies were sold in 1999, plus 45 copies of the 1997 report (225 copies sold in 1998);

· the newsletter Lettre de l'Autorité (at a price of FF 20 per copy or by annual subscription at a price of FF 100); 168 subscriptions were taken out (compared with 72 subscriptions in 1998).

· the brochure Télécoms mode d'emploi  (at a price of FF 40).


These revenues totalled FF 253,000 at 31 December 1999.

As for internal affairs, besides the setting up of administrative structures in the framework described above, a new method for the computerised management of revenues and expenses was adopted: the revenue module was modified to comply with the public accounting requirements and a new magnetic interface was introduced to support the electronic transfer of payment authorisations for ART's expenditure to the Treasury's paymaster general.

A study is being carried out on the management of accounts-receivable using software acquired for this purpose. The system was initialised in the first quarter of 2000 and will come into service in the second quarter of 2000.

2. Revenues collected on behalf of the State


Article L. 36-4 of the 1996 Telecommunications Act provides that: "The resources of the telecommunications regulatory authority shall include payment for services provided, and the taxes and fees payable under the conditions set out by the Finance Act or by Conseil d'Etat decree. During the drafting of the annual Finance Act, the regulatory authority shall submit to the telecommunications minister its proposals for the funds needed to carry out its functions, over and above the resources referred to in the first paragraph.”

These provisions have not come into force as of today. Only those concerning the payment of services rendered are the subject of enabling legislation. Because the necessary legal and regulatory provisions have not been enacted, ART does not currently receive any of its resources through taxes or fees.

Collection of taxes and fees for 

the general budget of the State

ART issues collection orders for taxes and fees for the State's general budget. Two orders, dated 22 October 1997
, and the decree of 26 November 1997
 were enacted to give ART the legal instruments necessary to perform this function: the designation of the agent competent to authorise expenditures and a revenue management system. These texts were supplemented by the order of 8 December 1999, which appointed an office to manage the revenue account
.

In 1999, ART was thus able to issue on behalf of the general State budget 1,200 invoices and collection orders for a total amount of FF 668 million 
 in taxes and fees. The detailed breakdown is as follows:

· FF 99.4 million concerning fees provided for under Article L. 34-10 of the Posts and Telecommunications Code pertaining to the cost of managing and monitoring the national numbering plan 

· FF 2.6 million concerning taxes related to the procedure for conformity assessment of telecommunications terminal equipment, in accordance with the provisions of Article L. 34-9 of the Posts and Telecommunications Code,

· FF 49 million collected in taxes and fees in the pursuance of Article L. 33-2 of the Posts and Telecommunications Code pertaining to independent networks,

· FF 517 million in taxes (FF 104 million for the licences) and fees (FF 295 million for the frequencies) in the pursuance of articles L. 33-1 and L. 34-1 of the Posts and Telecommunications Code pertaining to public networks and provision of public telephone service. 

3. Human resources

In 1999, human resources management at ART focused on the effort to match available resources as closely as possible to the new and evolving requirements of telecommunications regulation. Tools that will provide a formally structured and constructive dialogue with employees were also put in place during the year.

A. Increased staffing levels

ART continued its recruitment efforts in 1999. In terms of quality, it sought to recruit professionals with profiles well fitted to a sector undergoing rapid change. In terms of quantity, it increased the number of employees from 135, at 31 December 1998, to 140, at 31 December 1999. This figure reflects 12 departures and 17 arrivals during the period, compared with 9 departures and 17 arrivals during the previous year. The breakdown between tenured staff and non-tenured staff changed very little from one year to the next. There were 95 tenured employees and 40 non-tenured employees at 31 December 1998, compared with 98 and 42, respectively, at 31 December 1999. The job category breakdown did not change much between the two years either: at 31 December 1999, 73% of the staff was classified Category A or equivalent, 23% Category B and 4% Category C.

The average age is 45 for tenured staff and 34 for non-tenured staff.

B. Professional training and symposiums

The training effort was pursued in 1999, though the total amount spent on training was less than in 1998. The main reason for this is that most of the basic training in the use of the office computer systems was done in 1998.

Expenditures for training and symposiums in 1997, 1998 and 1999

(FF)
TYPE OF ACTIVITY
1997
1998
1999


SYMPOSIUMS
254,120
248,345
258,000


TRAINING
197,993
510,830
275,700


TOTAL
452,113
759,175
533,700

C. Labour relations

An advisory body known as the joint technical committee (CTP) was set up at ART in 1999
. There were two steps in the process for designating personnel representatives: first, elections to determine how many seats each union would have on the committee, and second, the designation of representatives by the unions that won one or more seats.

The seats were distributed as follows in the election on 9 June 1999, in which participation was high (86%):

CFDT:

2 seats

SNEFI:
2 seats

SAIT: 

1 seat

The first meeting of the CTP, which was devoted to drawing up its internal regulations, was held on 20 September 1999.

4. ART's organisation

ART has existed for over three years. To take into account the changes in the telecommunications sector and the impact of this evolution on ART's missions, Jean-Michel Hubert has decided to adapt and simplify its organisation to make it more straightforward and to respond better to the sector's expectations. 

Four main changes were made:

( the licensing enquiry and issuing activity was brought together with the planning and management of scarce resources, frequencies and numbering in a single division;

( responsibilities in the areas of interconnection, access and local-loop unbundling were clarified;

( a single think-tank was set up;

( a unit dedicated to the Internet was set up.

The new organisation became effective as of 21 February 2000.

Glossary of technical terms and abbreviations

Glossary of technical terms, acronyms and abbreviations

Access network 

Network to which customer premises equipment is directly connected, giving access to services. (cf. "core network")

Accounting rates 

System which sets out the pricing principles to be used in interconnection agreements between international operators, to enable the revenue for international calls to be shared between the operator in the country that originates traffic and the operator in the country that delivers the traffic. For calls to a given international destination, the operator in the country originating the traffic sets the retail price, which is called the collection rate. At the same time, this operator and the operator in the destination country negotiate a settlement rate. The settlement rate is used to determine the sum paid by the operator originating traffic to the operator which delivers the traffic. The settlement rate is often half of the accounting rate. 

ACTE (Approval Committee for Terminal Equipment) 

Committee chaired by the European Commission (DG XIII), responsible for implementing the terminal equipment directive (98/13/EC), by drafting common technical regulations (CTRs) for network access.

ADSL (Asymmetric Digital Subscriber Line) 

An xDSL technology designed to enhance the performance of access networks, particularly the subscriber line of the conventional telephone copper access network. Two modems are used, one on the customer's premises, and the other on the subscriber line before the main distribution frame, to increase data rates 70-fold. ADSL uses a line splitter to enable it to carry voice, upstream data (user to network) and a greater proportion of downstream data (network to user). Filtering at both ends of the line ensures acceptable voice quality, by removing interference. ADSL technology is particularly well suited to the local loop, as throughput diminishes over distance. It is relatively inexpensive, and therefore constitutes an attractive alternative to cable networks for high speed Internet access. 

AFA (Association des Fournisseurs d'Accès à Internet)
French association of Internet access providers.

ANFr (Agence Nationale des Fréquences) 

National Frequencies Agency. Body responsible for managing the RF spectrum, sharing frequencies between the different bodies and administrations with allocations in France (ART, CSA, defence ministry, etc.), dealing with interference and participating in international negotiations on frequencies. 

Asymmetric regulation 

Regulation which imposes specific obligations on the incumbent because of its dominant position on the market, e.g. special interconnection obligations, retail tariff control, and universal service duties.
ATM (Asynchronous Transfer Mode)

A packet-switching technique using the cell relay tranmission method, i.e. fixed-size cells, to provide high-speed transport of digital data. ATM permits ultra-fast transmission and enhances line capacity, making it particularly well suited to high-speed multiservice networks. By improving core network performance and optimising network resources, it supports high traffic flow, while maintaining high service quality. 

Audiotel 

Shared revenue services provided by France Télécom, which can generally be accessed by dialling a number beginning with "08 36". They enable users to access information, games, etc., via an audiotex-type voice server, which guides the caller with pre-recorded messages. 

Backbone (a.k.a. core network)
A telecommunications network comprises two parts: 

- the local loop or access network which is composed of subscriber lines, i.e. in a fixed-wire network the part of the network where each subscriber line, generally built from copper pairs, is physically individualised

- the backbone consisting of all the transmission and switching media starting with the local exchange. 

BAS (Broadband Access Server): Server used to manage data transport in ATM mode for ADSL-based Internet access offerings. Each BAS on the France Télécom network is connected to approximately 10 DSLAMs (q.v.) and groups the traffic handled by those devices. Consequently, the area covered by a BAS is referred to by France Télécom as a platform. Two ATM circuits, one "incoming" and one "outgoing", are put in place between the client and the BAS to which he or she is connected.

Call back

The user dials a number in the country which operates "call back". There is no call set-up so no charge. An automatic device calls the number back and sets up the call on an international line. The user then dials the number of his correspondent. The call is billed at the tariff charged by the chosen foreign operator. This system thus enables users to enjoy the tariffs charged in the country called. 

Carrier (or long distance operator) 

Telecommunications company which carries national long distance and /or international calls.

Carrier selection 

Possibility for customers to choose between several carriers. Carrier selection only concerns long distance and international calls. 

CCR (Commission Consultative des Radiocommunications) and CCRST (Commission Consultative des Réseaux et Services de Télécommunications)  

The radiocommunications consultative committee and the telecommunications networks and services consultative committee are advisory committees created by the Telecommunications Act of 26 July 1996. They report to the telecommunications minister and to the ART chairman.

CEPT  (European Conference of Postal and Telecommunications Administrations)
Regional regulatory telecommunications organisation of which most European countries are members. It partakes in regulatory and technical co-operation (particularly on frequencies).

Co-location
In France Télécom's standard interconnection offer, physical interconnection is possible using three different techniques: 

co-location: the operator installs its equipment on France Télécom's premises 

interconnection link:  France Télécom installs its equipment on the operator's premises.

in-span interconnection: a solution half-way between these two systems, where the point of interconnection is located on the public domain, for example.
Conseil d'Etat

Literally: "State Council". Highest administrative court in France and government adviser on questions arising in connection with legislation.

CTR (Common Technical Regulation)
Rule governing the connection of terminal equipment to networks. CTRs are drawn up, under the provisions of the EU directive 98/13/EC by TRAC and ETSI, at the request of ACTE, which is chaired by the European Commission. These rules apply to all EU member states. 

Conformity certification 

Terminal equipment intended to be connected to a telecommunications network (telephone sets, faxes, modems, etc.) as well as radio transmitters (remote control units, CB devices etc.) must conform with quality and security standards before being placed on the market. Until the incorporation of EU Directive 99/5/EC of 9 March 1999, telecoms legislation sets out assessment procedures leading to the issue by ART of conformity certificates. Equipment which has been conformity certified carries a special sticker.

Consumer basket

Statistical market information tool, enabling, the average change in users' bills to be measured, at constant consumption. ART has established two consumer baskets to observe the average yearly change in telephone tariffs.

Convergence

 Refers to two different trends: 

convergence between the broadcasting and telecommunications sectors. Advances in technology make it possible to use different media (cable networks, terrestrial and satellite radio relay systems, computer terminals and television sets) to carry and process all kinds of information and services, including sound, images and data. This type of convergence is due to a revolution in technology (digitisation). It has economic and regulatory implications.

fixed/mobile convergence. Increasingly similar technologies are used and services provided by fixed telephone and mobile telephone systems. This type of convergence opens up prospects for operators to propose the same services to all users, regardless of the technology or networks they use. 

CTA (Conseil de la Télématique Anonyme)

French advisory committee on telematics services.

CST (Conseil Supérieur de la Télématique)
French authority for telematics services.

CUG (Closed user group) 

The posts and telecommunications code defines an independent network as a network that is shared or used for a private purpose. It "is for private use, if use is reserved for the physical or legal person that set it up, and it is for shared use if use is reserved for several physical or legal persons which have set up one or several closed user groups, in order to exchange communications within that same group". ART clarified this definition by adding that a CUG must be "based on a community of interest that is stable enough to be identifiable and that predates the creation of the network". The term 'closed user group' is also used to define a virtual private network on a public network.

Digital block: A number of calls batched on the same physical transmitting medium using a technique known as multiplexing. With PDH (Plesiochronous Digital Hierarchy), the transmission standard generally used for telecommunications networks, calls can be batched firstly into primary digital blocks (PDBs) comprising 30 calls, then into secondary digital blocks (SDBs) of 120 calls, then into tertiary digital blocks (TDBs, 480 calls), and then into quaternary digital blocks (QDBs, 1,920 calls). Each digital block corresponds to a transfer rate or capacity expressed in bits per second, where the bit is the basic digital binary unit (which has two values: 1 or 0). The transfer rate of a PDB is 2Mbit/s. For interconnection purposes, pricing can be based on the transmission capacity, expressed in PDBs.

DECT (Digital Enhanced Cordless Telecommunication) 

European digital radio transmission standard for mobile or fixed telephony (wireless local loop). 

Digital link 

Link over which information is carried in a digital format. Digital means that all the information (sound, text, image) has been encoded and transformed into a series of binary digits, as opposed to analogue, which is the direct representation of a waveform.

DSLAM (Digital Subscriber Line Multiplexer)
One of the devices used to convert conventional telephone lines into ADSL lines for high-speed data transmission, particularly for Internet access. The DSLAM is installed on the main distribution frame of the local operator's network. It amalgamates several ADSL lines on a single medium, which routes data to and from these lines.

Direct interconnection 

Call termination service, in which an operator terminates a call to one of France Télécom's subscribers. The call is routed by the operator to the interconnection point; it is then carried by France Télécom over its network from the point of interconnection to the subscriber's customer premises equipment. 

Distributor (a.ka. mobile communications service provider)
Company selling and managing mobile telephony subscriptions, on behalf of an operator. 

Dual trunk exchange interconnection 

Service listed in France Télécom's standard interconnection offer, enabling an operator that is interconnected to a trunk exchange to reach subscribers in another trunk exchange area, anywhere in France. It thus enables all subscribers in France to be reached. 

Economic regulation

The regulatory authority has to ensure that competition is effective, fair and sustainable. It does this by using precise knowledge of market developments, and the legal instruments at its disposal (e.g. dispute settlement, approval of technical and financial interconnection conditions, penalties, in-depth evaluation of operators' costs).

ECTRA (European Committee of Telecommunications Regulatory Affairs) 

CEPT (q.v) committee responsible for regulatory affairs. Its permanent office is the European Telecommunications Office (ETO). 

ERC (European Radiocommunications Committee)

Organisation answerable to the European Conference of Postal and Telecommunications Administrations (CEPT), responsible for regulatory cooperation on radiocommunications issues. Its permanent office is the European Radiocommunications Office (ERO). 

ETNO (European Public Telecommunications Network Operators' Association)

Association set up to foster cooperation among operators. 

ERMES (European Radio Messaging System)

European radio paging standard.

ETSI (European Telecommunications Standards Institute) 

Body set up by the European Commission to handle telecommunications standardisation for the CEPT (q.v.).

Exchange 

An assembly of switching devices used to route calls to their destination by establishing temporary connections between two telecommunications network circuits, or by routing data packets. France Télécom's network comprises a hierarchical system of exchanges. The higher the exchange in this system, the greater the number of subscribers it serves. 

Extranet 

A private network that uses Internet protocols (IP) to enable businesses or organisations to exchange digital data with their main correspondents (subsidiaries, customers, suppliers, etc.). Hypertext Markup Language (HTML) makes the presentation of data user-friendly, using hyperlinks to permit user to browse through screen pages (as on a web site).

Freephone number 

Generally called a "numéro vert" (green number) by France Télécom. These numbers are free for the caller. They are paid for by the people, companies and organisations which have requested their assignment to enable themselves to be reached free of charge. Freephone numbers begin with 0800.

GCT (Groupe Consultatif Terminaux) 

Voluntary working group comprising the various parties interested in telecommunications terminal equipment, such as operators, manufacturing unions, test laboratories and users. The group is responsible for drafting national technical regulations, which are used for terminal equipment conformity assessment. ART is the group facilitator.

GPRS (General Packet Radio Services) 

Packet switching system enabling enhanced data rate over GSM networks (cf. "Switching").

GSM (Global System for Mobile Communications)
Radio transmission standard for mobile telephony. 

GTR (Groupe de Travail sur les Radiocommunications Professionnelles)

Working group on business radiocommunications, set up within the radiocommunications consultative committee.

HSCSD (High Speed Circuit Switched Data) 

Circuit switching system enabling enhanced data rate over GSM networks (cf. "Switching").

Independent network (a.k.a private network)

See "Closed User Group"

Indirect interconnection 

Call collection service, in which an operator collects a call from one of France Télécom's subscribers. The subscriber dials a prefix to select the operator. The call is carried by France Télécom from the subscriber's customer premises equipment to the point of interconnection, and from this point by the new selected operator.

ISDN (Integrated Services Digital Network) 

Digital telecommunications network, capable of carrying image, sound and text data simultaneously.

Interconnection 

The linking of telecommunications networks in order to allow one operators' subscribers to communicate with another operators' subscribers.

Interconnection agreement 

Private contract negotiated and signed by two operators, on a case-by-case basis, to determine their terms of conditions for interconnection. Generally, when an agreement is concluded with a operator with significant market power, it is based on this operator's standard interconnection offer. If the service is not listed in that offer, new interconnection conditions are laid down. 

Interconnection interface 

All the technical specifications necessary to practically implement interconnection by establishing a dialogue between networks. It defines the physical interconnection arrangements, services and advanced functions accessible between the networks concerned, the control mechanism for these services and their billing and operating arrangements. 

In-span interconnection
See "Co-location"

International Settlement Rate

Amount paid by one operator to another as part of the international accounting rates system. 

Internet 

A network of networks interconnected by the Internet Protocol, over which a wide range of services can be provided.

Internet Protocol (IP)

Telecommunications protocol used on networks which support Internet, enabling the transmission of data packets, from one end system to another based on address information carried in the message. The Transmission Control Protocol, is used to with IP to guarantee reliable stream transport, by providing acknowledgements between the source and destination, hence reference is often made to the two protocols together (TCP / IP).

ISP: Internet Service Provider

Interoperability

Service interoperability is the possibility for different services to operate on different networks. The technical specifications at the interconnection interface determine, in part, service interoperability between different operators.

Intranet
A corporate network using Internet Protocol, reserved for internal data exchange. Hypertext Markup Language (HTML) makes the presentation of data user-friendly, using hyperlinks to permit user to browse through screen pages (as on a web site). 

IRG (Independent Regulators' Group)
Informal body comprising the regulatory authorities of the European Union and European Economic Area. 

ITU (International Telecommunication Union) 

United Nations specialised intergovernmental agency responsible for the regulation, standardisation and development of telecommunications of all kinds. 

Leased line
From a technical viewpoint, this is a permanent link (as opposed to a switched link, which is temporary) comprising one or several parts of a public network, which is reserved exclusively for a user. From a legal viewpoint, a leased line, which is also called a dedicated line, is defined in the posts and telecommunications code as: "a contract between the public operator and a user for the provision of transmission capacity between given termination points of the public network. The user has no control over switching". This type of service is used by businesses for their corporate network, and also by telecommunications service providers which do not have their own infrastructure or wish to increase their capacity. 

Least cost routing 

Optimal routing using a system enabling the least expensive links to be chosen systematically, depending on the destination and time of the call. 

LEO: Low Earth Orbit satellite
Licence
The Telecommunications Act of 26 July 1996 states that there are no restrictions on telecommunications activities. However, it stipulates that some of these activities require a licence (also known as an “authorisation"). For example, a licence must be obtained from the telecommunications minister, after applying to ART, to set up and operate a public network, to provide a public telephone service and to provide the public with telecommunications services using microwave frequencies. ART issues authorisations to set up and operate independent networks.

Line interface module 

A module of the local exchange which converts analogue signals into digital format.

LMDS (Local Multipoint Distribution Service)

Technology supporting high speed transmission, which uses microwave signals to transmit voice, video and data, thus giving access to the telephone service, Internet and television programmes. This type of transmission is particularly well suited to scarcely populated areas which do not have cable coverage. However, its development is hindered at present by technical barriers such as signal attenuation, caused on the one hand by the weather (rain), and on the other hand by shadow areas (buildings, leafy trees, hills) which interfere with radio wave propagation. 
Local exchange interconnection service 

Service listed in France Télécom's standard interconnection offer, enabling an operator to interconnect at France Télécom's local exchange. It enables 30 000 lines to be reached. 

Local call service area

The local loop operator carries calls within this area, regardless of the numbering sequence dialled by the caller. Calls outside this area are conveyed by the carrier chosen by the caller. In France, the local service area generally corresponds to the administrative area called the département. 

Local exchange
Exchange to which subscribers are connected, by a line interface module. In France Télécom's tier system, this is the lowest ranking exchange on the network. The higher level exchanges are called trunk exchanges. 
Local loop 

The wire or radio connections between the customers premises and the local exchange. The local loop is the part of a network which gives the operator direct access to the customer. 

Local loop unbundling 

Local loop unbundling, also know as unbundled access to the local network, consists in allowing new operators to use the incumbent operator's local network, made up of copper pairs, in order to serve their subscribers directly. New entrants will naturally compensate the incumbent for the use of its network. Consequently, the customers of a new entrant will no longer be required to take out a subscription with France Télécom to access their operator's services. This broad definition encompasses several options. The preparations for the public consultation exercise conducted by ART in 1999 identified five such options:

Three of these five emerged during deliberations concerning the possibility of accessing the incumbent's local loop on an unbundled basis: This unbundled access may entail:

physical unbundling of the local loop, where the new operator gets direct access to the copper pair. This is known as raw copper access (option 1),

access to transmission capacities, comprising bitstream access (option 2) and access to a permanent virtual circuit (option 3).

The two remaining options are equivalent to a resale business, namely local traffic resale (option 4) and subscription resale (option 5)
Local operator (or local loop operator) 

Telecommunications company that has installed subscriber lines.

Local exchange area

On France Télécom's network, the exchange area is the area in which subscribers are served by an (or several) exchange(s) of a given level. For local exchanges (lowest level) the area is  called the local exchange area, and for trunk exchanges it is called the trunk exchange area. 

Long-run average incremental costing
The 1996 Telecommunications Act stipulates that the interconnection tariffs of SMP operators must be set according to the actual costs incurred by the operator that provides the interconnection service. Two methods can be used to determine these costs:  the first consists in using the operator's historic network costs;  the second consists in evaluating the cost of building a new network at current and future prices, which are generally lower than historic costs because of progress in technology. 

Long-run average incremental costing aims to reconcile these two methods by comparing two evaluations:

- one based on the operator's accounts,

- another based on a technical and economic model of network roll-out and operations.

Combining these two assessments enables a better understanding of the various types of network costs and how they relate to the various interconnection services.

Main distribution frame 

Apparatus in the local exchange where the copper cables terminate. It enables the distribution of several subscriber lines over a single cable. 

Mobile radio network 

Network using radio frequencies to connect mobiles to the fixed or mobile network. 

MRC (Milestone Review Committee)
Advisory group set up jointly by ECTRA (q.v) and the ERC (q.v) within the CEPT (q.v), in order to ensure that the various regulatory systems fulfil their requirements. 

Network

Combination of telecommunications resources, e.g. exchanges, wire links (copper cable, optical fibre) and terrestrial or satellite radio transmission links.

NAS (Network Access Server)
Device used by operators to provide Internet access services through the switched telephone network (STN). An NAS converts telephone calls into IP-based data streams, interfacing between the STN and the IP data transport network.

Non-geographic number 

Number beginning with 08, among which the services can be distinguished by type e.g. general mobile services, virtual private network services, and by pricing, e.g. freephone services, shared-cost services and shared revenue services.

Number portability

Possibility for subscribers to retain their telephone number when changing local loop operator (service accessible since 1st January 1998 if the subscriber does not change address) or when changing geographic location or local loop operator, or both (service accessible from 1 January 2001).

ONP: Open Network Provision
Rules enabling the incumbent's network to be used by new operators, as network ownership is separated from its commercial operation. The European "ONP" directives aim to harmonise so that ONP conditions can be applied to all telecommunications services. The harmonised conditions guarantee open and efficient access to telecommunications networks. 
Operator with significant market power (a.k.a SMP operator)

The Telecommunications Act requires ART to draw up annually a list of operators with significant market power (meaning which have significant power on a relevant telecommunications market). According to EU directives, SMP operators have to meet special obligations that depend on the market under consideration (e.g. interconnection tariffs aligned on costs, publication of a standard interconnection offer, etc.). Any operator which has over 25% market share of a relevant telecommunications market is deemed to have significant market power. When drawing up this list, ART also takes into account the operator's turnover in relation to the size of the market, and its control of access to the end user. 

PDH (Plesiochronous Digital Hierarchy)
A digital transmission method based on dividing information up into identical time intervals.

PMR (Private Mobile Radio networks) 

Mobile radio networks for business users. In France the distinction is drawn between:

3RP: trunked private mobile radio network
3RPC: trunked public access commercial mobile radio networks

RPN: digital trunked private mobile radio networks, using Tetra or Tetrapol technology

2RC: trunked private mobile radio networks for commercial purposes

3R2P: trunked private mobile radio networks for private purposes

RPX: local trunked networks (new category of networks)

PoP (Point of Presence)

Interconnection point located on the new entrant's premises.

POI  (Point of Interconnection)

Interconnection point located on the incumbent's premises.

Public network 

Telecommunications network established or used for the provision of public telecommunications services.

Public telephone service 

Service defined by law as "commercial provision to the public of a service consisting in the conveyance of direct, real-time voice telephony between public switched telephone networks for mobile and fixed users. 

Radio interface 

System enabling a mobile terminal to communicate with the network. Numerous discussions were held within ETSI in 1997 on the standardisation of a radio interface for UMTS. On 29 January 1998 the SMG committee adopted the UMTS Terrestrial Radio Access standard (UTRA). (Terrestrial as opposed to satellite). The standard is a compromise between two originally competitive components: WCDMA and TD/CDMA. UTRA was adopted by the ITU in March 1999 as a radio interface standard for IMT 2000.

Radio paging 

Mobile communications system enabling users equipped with pagers to receive call alert signals (beeps) and messages composed of numbers (numeric) or combinations of numbers and letters (alphanumeric).

Radio relay link 

Terrestrial radio link between fixed points.

Regulation 

In the telecommunications sector, regulation may be defined as the enforcement, by the competent authority, of all the legal, economic and technical provisions enabling telecommunications activities to be carried out freely, as stipulated by law. Telecommunications regulation is essentially economic regulation, which is not for the case in the broadcasting sector, where content is also regulated in accordance with cultural objectives. 

RLAN: Radio Local Area Network

Satellite network

Network using radio frequencies relayed by satellite.

Single trunk exchange interconnection  

Service listed in France Télécom's interconnection offer. It enables an operator interconnected at a trunk exchange to reach the subscribers served in that trunk's exchange area, which usually means approximately two million lines. 

Shared-cost service 

Service in which the cost is divided between the calling and called parties.

Shared revenue service 

Service in which the called party receives a payment from the telecommunications service provider.

Signalling 

On a telecommunications network, signalling supports the exchange of the internal network data needed for call routing. It can be compared with the roadsigns on a road network. It includes the information required to identify the user for billing or calling line identification. When carried out by the network that carries the calls to subscribers, it is integrated in the exchange. It can also be performed by a separate network, called the semaphore network. 

SMG (Special Mobile Group) 

ETSI (q.v.) committee responsible for mobile communications work.

SMP operator: cf. Operator with significant market power

SNG: Satellite News Gathering

S-PCS: Satellite Personal Communication Services

SPIROU (Signalisation Pour l'Interconnexion des Réseaux Ouverts) 

New signalling interface developed by the French interconnection committee at ART's initiative, in order to adapt the French network to the ETSI European standard, ISUP. This interface comprises the specifications governing the signalling of basic telephone call commands, advanced services and functions, interworking functions with user access signalling and intelligent network protocols.
Standard interconnection offer 

Technical interconnection offer and prices that operators designated by ART as having significant market power, pursuant to Article L. 36-7 of the posts and telecommunications code, are required to publish annually so as to enable other operators to establish their own commercial offers and prices. The standard interconnection offer also sets out the conditions governing physical interconnection between the incumbent and other operators. 

STN: Switched telephone network
Switching 

On a telecommunications network, switching means routing traffic by setting up temporary connections between two or more network points. This is done by devices located at different locations on the network, called switches (or exchanges). The basic structure of a telecommunications network therefore comprises transmission media, interconnected by exchanges. "Packet" and "circuit" switching are two techniques used by telecommunications networks. The first is used by IP networks, and the second by traditional networks (PSTN). 

TBR  (Technical Basis for Regulation)
Harmonised standard established by ETSI (q.v.). TBRs are used as the basis of technical regulations, which lay down the essential requirements with which terminal equipment must comply. 

Telecommunications

Transmission or reception of signs, signals, text, image, sound or other information, by wire, optical fibre, radio or other electromagnetic means. 

Télétel 

Database consultation service offered by France Télécom using Minitel teletex terminals. 

Terminal equipment 

Equipment intended to be connected directly or indirectly to the termination point of a network in order to send, process or receive information. e.g. telephone, fax, modem, etc.

3GPP (Third Generation Partnership Project) 

Global body bringing together worldwide standards organisations, including ETSI (q.v.) and US, Japanese and Korean members. Its mandate is to reach an agreement on a common radio interface in order to determine a standard for third-generation mobile telecommunications systems (UMTS). ETSI transferred the work carried out within the SMG committee on UMTS to the 3GPP.

Third-party billing 

Service enabling new operators to entrust the incumbent with billing for the services offered to their customers via interconnection. In the case of special services, third-party billing cannot be used for services that are free for the caller, but only for those that are charged. As the market develops, this service is essential for effective competition. 

Third-party collection

Interconnection service, which enables a network operator to collect traffic from the incumbent's network on behalf of another operator that does not have infrastructure in the geographic area concerned. This service is particularly used by L.34-1 licensed telephone service providers wanting to provide their service over an extensive area without having to roll out a network. 
TRAC (Technical Regulations Applications Committee)
CEPT committee traditionally set up to draft common technical regulations (CTRs) for terminal equipment.

Transmission
On a telecommunications network, transmission is the carriage of information from one network point to another. The medium used may be copper cables, optical fibres or radio relays. 
Trunk exchange

See Local Exchange.

Universal service 

Principle component of the public telecommunications service, defined by law. Its includes the provision of a telephone service to all at an affordable price, the carriage of emergency calls free of charge, the provision of an information service and a directory in printed and electronic form, and the supply of public phone booths on the public domain. It also sets out special technical conditions and prices for disabled and low-income users. 

UMTS  (Universal Mobile Telecommunications System) 

European-standard third-generation mobile telecommunications system, designed to support a wide range of services. At ITU level these systems are called IMT 2000.

Virtual Private Network
Network facility provided over one or several public networks for a closed user group. It responds to a need for both internal communication (within the user group), and external communication (to public network users). For businesses whose sites are spread over a wide area, the virtual private network can function like a private network, with its own private numbering plan. In this case it is an attractive alternative, as it saves the business from investing in a costly private automatic branch exchange (PABX). 

Voice telephony

The ONP "voice telephony" directive of 26 February 1998 defines voice telephony as "a service available to the public for the commercial provision of direct transport of real-time speech via the public switched network or networks, such that any user can use equipment connected to a network termination point at a fixed location to communicate with another user of equipment connected to another termination point." The term "voice telephony" is used in Community directives to designate the traditional Plain Old Telephone Service. 

VSAT (Very Small Aperture Terminal) 

Satellite telecommunications services using a narrow part satellite capacity and a very small transmitter-receiver for low or medium speed data transmission. 

Wireless local loop

Local loop network where the traditional copper wires are replaced with wireless network technology, giving greater flexibility in infrastructure deployment. 

Wireline network 
Network using metal cables or optical fibres as a transmission medium. 
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� An agreement has been signed between ART and INSEE with the following aims: to provide INSEE with specific information collected by ART from licence-holding operators; to collect annual information about non-licence-holding companies within the framework of the statistics law of 1951; and, to ensure that data processing is statistically reliable.


� According to the terms of Articles L.33-1, L.34-1 and L.34-3 of the Posts and Telecommunications Code.


� Article L. 36-14 requires licensees to convey data to ART for the purposes of statistical monitoring and publication. This is why the first annual survey, conducted without INSEE assistance, only concerns data from these operators. In subsequent surveys, INSEE's intervention will make it possible to collect data from all operators within the framework of the statistical law of 1951.


� Decision no. 99-290 of 9 April 1999 pertaining to the collection of data and to information actions concerning the telecommunications sector, published in the Official Journal (O.J.) of 15 May 1999, p. 7220.


� The results of the 1998 market survey have been published twice: once in an initial summary published in December 1999, and again in the full statistical report published in March 2000.


� - In year one of the licence, the fee is calculated on a pro rata temporis basis starting from the date on which the licence was issued.


- For an operator listed under item 7 of L. 36-7 of the Posts and Telecommunications Code, the annual fee shall be multiplied by two.


� Whenever an operator is licensed in accordance with Articles L.33-1 and L.34-1, the charge equals the sum of the charges payable under each of the two articles.


� Decision no. 99-829 dated 6 October 1999, published in the O.J. of 30 November 1999, p. 17823.


� Decision no. 98-242 dated 8 April 1998, published in the O.J. of 4 July 1998.


� Decision no. 98-1010 dated 4 December 1998, published in the O.J. of 9 January 1999.


� Decision no. 99-829, mentioned above.


� Opinion pertaining to three calls for applications for the establishment and operation of public wireless local loop networks in the 3.5 GHz and 26 GHz frequency bands, published in the O.J. of 30 November, p. 17843.


� The call for applications in Germany, which made no definite provision for a coupling of frequencies in the 3.5 GHz and 26 GHz bands, resulted in mixed allocations in the two bands to the same operator at various points around the country.


� Decision no. 99-197 dated 1 March 1999 settling a dispute between SFR and France Télécom pertaining to interconnection conditions for incoming calls on the SFR network, published in the O.J. of 25 April 1999, p. 6199.


� ETSI: European Telecommunications Standards Institute.


� CEPT: European Conference of Postal and Telecommunications Administrations.


� Decision no. 00-191 dated 3 March 2000 and amended by decision no. 00-273 of 15 March 2000


� Decision no. 99-1118 dated 24 December 1999, published in the O.J. of 11 March 2000, p. 3852.


� Order of 9 February 2000 authorising the Skybridge Communications par Satellites company to set up and operate a public telecommunications network and to provide a public telephone service, published in the O.J. of 11 March 2000 p. 3852.


� The following acronyms are used in connection with PMR (professional mobile radio) networks in France:


3RP = trunked private mobile radio networks ;


3RPC = trunked public access commercial mobile radio networks;


RPN = digital trunked private mobile radio networks;


LOC = terrestrial radiolocation service (cf. 1997 annual report);


GU = PMR networks for large-volume users with exclusive frequencies and special price deals;


2RC = trunked private mobile radio networks for commercial purposes;


3R2P = trunked private mobile radio networks for private purposes.


� RR: radio relay link.


� Wire IN: wireline independent networks.


� SNG: Satellite News Gathering (ground stations for temporary video links).


� VSAT (Very Small Aperture Terminal): satellite telecommunications services using a very small part of the satellite's total capacity via a very small send-receive terminal for low or medium-speed data exchange.


� Mob Sat: mobile by satellite.


� Reference to article 3a of the amended decree of 3 February 1993 on the fee for the provision and maintenance of radioelectric frequencies.


� Decision no. 98-909 dated 17 November 1998, published in the O.J. of 12 February 1999, p. 2275.


� Article L.33-3 (5) of the Posts and Telecommunications Code


� ART decision no. 99-566 of 7 July 1999 amending decision no. 97-119 of 21 May 1997 with a view to allocating new national frequencies for short-range business radio equipment, published in the O.J. of 27 July 1999.


� ART decision no. 99-567 dated 7 July 1999 amending decision no. 98-864 of 21 October 1998 regarding the specifications of the national frequencies allocated for use with short-range devices operating in the 868-870 MHz frequency band, published in the O.J. of 22 August 1999, p. 12599.


� ART decision no. 99-799 dated 24 September 1999 allocating national frequencies for audio transmission devices, published in the O.J. of 17 November 1999, p. 17085.


     ART decision no. 99-800 dated 24 September 1999 setting out the conditions for use of audio transmission devices, published in the O.J. of 16 November 1999, p.17030.


� Decision of the ART president dated 23 August 1999, published in the O.J. on 14 September 1999.


� Decision no. 97-453 of 17 December 1997.


� Decision no. 97-454 dated 17 December 1997.


� Decision no. 97-452 dated 17 December 1997, published in the O.J. of 13 March 1998.


� Decision no. 99-781 dated 22 September 1999 allocating national frequencies for the operation of auxiliary radio broadcasting equipment, published in the O.J. of 29 October 1999, p. 16259.


    Decision no. 99-782 dated 22 September 1999 setting out the conditions for the use of auxiliary radio broadcasting equipment, published in the O.J. of 16 November 1999, p. 17030.


� Decision no. 00-205 dated 3 March 2000, published in the O.J. of 13 April 2000, p. 5693.


� Decision no. 99-831 dated 6 October 1999, published in the O.J. of 30 November 1999, p. 17828.


� Decision no. 99-93 dated 27 January 1999 amending decision no. 98-1046 dated 23 December 1998 on changes to the numbering plan for non-geographic numbers in the 08ABPQMCDU format, published in the O.J. of 4 February 1999, p. 1826.


Decision no. 99-94 of 27 January 1999 amending decision no. 98-75 dated 3 February 1998 approving the rules for the management of the national numbering plan, published in the O.J. of 4 February 1999, p. 1826.


Decision no. 99-331 of 28 April 1999 amending decision no. 98-170 dated 18 March 1998 reserving short numbers in the 30PQ and 31PQ formats for free services and short numbers in the 32PQ format for miscellaneous services, published in the O.J. of 16 May 1999, p. 7271


� Decision no. 99-330 of 28 April 1999 assigning 083BPQMCDU numbers as replacements for the short 3BPQ numbers used in the overseas départements and in Saint-Pierre-et-Miquelon, published in the O.J. of 16 May 1999, p. 7271.


� Decision no. 99-480 of 9 June 1999 assigning 0653PQMCDU, 0654PQMCDU and 0655PQMCDU numbers as rerouting numbers, published in the O.J. of 29 July 1999, p. 113444.


� Decision no. 99-557 of 30 June 1999 assigning 0840PQMCDU numbers as routing numbers for the portability of freephone numbers, published in the O.J. of 29 July 1999, p. 11344.


� Decision no. 99-821 of 30 September 1999 assigning 0868PQMCDU non-geographic numbers for switched Internet access use, published in the O.J. of 22 October 1999, p. 15823.


� Decision no. 99-821 above.


� Decision no. 97-365 dated 23 October, published in the O.J. of 11 December 1997.


� Shared-cost and shared-revenue services.


� Decision no. 99-1076 of 8 December 1999


� Decision no. 98-646 of 17 July 1998


� Decision 97-196 of 16 July 1997


� An interconnection point is not necessarily the point where a network is connected to the France Télécom network, but is simply a point of presence connected to the operator's network by a fixed link (exclusive transmission link or leased transmission capacity) and open to interconnection should another operator so request it.


� "Only the ground transmission capacity between the different parts of the network (exchange, cross-connection equipment, etc.) is taken into account, excluding lines connecting up end-users."


� Directive no. 97/33/EC of the European Parliament and Council dated 30 June 1997 on "interconnection in telecommunications with regard to ensuring universal service and interoperability through application of the principles of Open Network Provision (ONP)", published in O.J.E.C. 199 of 26 July 1997, p. 32.


� Decision no. 99-767 dated 15 September 1999 identifying for 2000 the list of operators exerting a significant influence on a telecommunications market, published in the O.J. of 1 December 1999, p. 17883.


    Decision no. 99-823 dated 30 September 1999 supplementing decision no. 99-767 of 30 September 1999 drawing up the list of operators exerting a significant influence on a telecommunications market, published in the O.J. of 1 December 1999, p. 17884.


� Decision no. 99-1078 dated 15 December 1999 approving France Télécom's technical and tariff offer for interconnection for 2000, published in the O.J. of 28 December 1999, p. 19542.


� Decision no. 99-1154 dated 24 December 1999 approving France Télécom's international tariffs for 2000, published in the O.J. of 13 January 2000, p. 603.


� Directive 98/61 of 24 September 1998 amending directive 97/33 on number portability and operator preselection


� Decree no. 99-922 dated 27 October 1999, published in the O.J. of 31 October 1999, p. 16347.


� Decision no. 99-1077 dated 8 December 1999, published in the O.J. of 5 April 2000, p. 5217.


� Order of 23 March 2000 approving ART decision no. 99-1077 of 8 December 1999 setting out the conditions and timetable for the implementation of call-by-call carrier selection and preselection, published in the O.J. of 5 April 2000, p. 5190.


� Decision no. 99-490 dated 9 June 1999, published in the O.J. of 5 August 1999, p. 11876.


� As at 17 January 2000, 63 operators were authorized to provide a public telephone service.


� Directive 95/46 on "the protection of individuals with regard to the processing of personal data and on the free movement of such data".


� Directive 97/66 "concerning the processing of personal data and the protection of privacy in the telecommunications sector".


� Operator Connection Point (located at transit exchange level)


� ART decision no. 99-1153 dated 24 December 1999 giving France Télécom notice, by application of Article L. 36-11 of the Posts and Telecommunications Code, to comply with the obligations set out in article 17.2 of the specifications annexed to decree no. 96-1225 of 27 December 1996.


� Directive 99/5/EC of the European Parliament and of the Council of 9 March 1999 "on radio equipment and telecommunications terminal equipment and the mutual recognition of their conformity" (O.J.E.C. L 91 of 7 April 1999, p. 10).


� ART decision no. 00-239 dated 15 March 2000 adopting a procedure for the designation of the notified bodies involved in assessing the conformity of radio equipment and telecommunications terminal equipment.


� ART decision no. 00-329 dated 5 April 2000 on the technical specifications describing public network access interfaces (submitted for the approval of the minister for industry).


� The other two components of the public telecommunications service as specified in the Telecommunications Act of 26 July 1996 are the mandatory services for the whole national territory (access to the Integrated Services Digital Network (ISDN), leased lines, packet data switching, advanced voice telephony and telex services), and public interest missions in the telecommunications sector (defence, security, public research and higher education).


� Decree no.97-475 of 13 May 1997 on the financing of the universal service used for the application of Article L.35-3 of the Posts and Telecommunications Code , published in the O.J. of 14 May 1997, p. 7248.


� Arts. L.35-3 and L.36-7 (4) of the Posts and Telecommunications Code.


� Decision no. 97-186 dated 25 June 1997, published in the O.J. of 5 August 1997, p. 11652.


� Decision no. 98-952 dated 18 November 1998, published in the O.J. of 30 December 1998, p. 20012.


� Decision no. 97-272 dated 22 September 1997, published in the O.J. of 23 November 1997, p. 16992.


� ART decision no. 00-1 dated 5 January 2000 proposing final evaluations of the cost of the universal service and the amounts owed by the operators for 1998, published in the O.J. of 4 April 2000, p. 5158.


� Decision no. 98-907 dated 13 November 1998, published in the O.J. of 5 January 1999, p. 222.


� Decision no. 99-779 dated 30 September 1999, published in the O.J. of 25 January 2000, p. 1279.


� ART decision no. 99-780 dated 30 September 1999 specifying and publishing the accounting rules for the costs and income needed for the calculations set out in II and III of Article R.20-33 of the Posts and Telecommunications Code regarding the net cost of meeting the obligations of providing a uniform national service, published in the O.J. of 29 October 1999, p. 16257.


� Directive 97/33/EC of the European Parliament and of the Council of 30 June 1997 on "interconnection in telecommunications with regard to ensuring universal service and interoperability through application of the principles of Open Network Provision (ONP)", published in O.J.E.C. L.199 of 26 July 1997.


� Decision no. 99-489 of 22 June 1999 proposing, by application of Article L. 35-3 of the Posts and Telecommunications Code, the introduction of a new regime for financing the universal service as of 1 January 2000, published in the O.J. of 5 October 1999, p. 14756.


� Order dated 29 September 1999, published in the O.J. of 5 October 1999, p. 14746.


� Présence tariffs are special rates introduced by France Télécom on 1 July 1998 for corporate customers signed up on corporate Présence and/or Numéris contracts; these special rates only apply to peak time, Monday to Friday from 8 a.m. to 7 p.m.


� Opinion no. 99-121 dated 8 February 1999 and referred to in the O.J. of 31 March 1999, p. 4804.


    Opinion no. 99-659 dated 28 July 1999 and referred to in the O.J. of 23 September 1999, p. 14205.


� Opinion no. 99-460 dated 2 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


� Opinion no. 99-1053 dated 3 December 1999 and referred to in the O.J. of 5 February 1999, p. 1913.


� Opinion no. 99-527 dated 1 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


� Opinion no. 99-527 dated 18 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


� Opinion no. 99-968 dated 5 November 1999 and referred to in the O.J. of 25 February 1999, p. 2963.


� Opinion no. 99-462 dated 4 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


� Opinion no. 99-737 dated 9 September 1999 and referred to in the O.J. of 1 December 1999, p. 17886.


� Opinion no. 99-686 dated 25 August 1999 and referred to in the O.J. of 20 October 1999, p. 15674.


� Opinion no. 99-272 dated 31 March 1999 and referred to in the O.J. of 12 May 1999, p. 7050.


� Opinion no. 99-459 dated 2 June 1999 and referred to in the O.J. of 3 August 1999, p. 11967.


� Opinion no. 99-686 dated 25 August 1999 and referred to in the O.J. of 20 October 1999, p. 15674.


� Opinion no. 99-687 dated 27 August 1999 and referred to in the O.J. of 20 October 1999, p. 15674.


� Opinion no. 99-612 dated 21 July 1999 and referred to in the O.J. of 20 October 1999, p. 15674.


� Opinion no. 99-309 dated 21 July 1999 and referred to in the O.J. of 23 September 1999, p. 14205.


� Opinion no. 99-1129 dated 22 December 1999 and referred to in the O.J. of 5 February 2000, p. 1913.


� ONPCOM 99-19, 5 May 1999.


� Opinion no. 99-1073 dated 8 December 1999 and referred to in the O.J. of 5 February 2000, p. 1913.


� Opinion no. 99-824 dated 6 October 1999 and referred to in the O.J. of 21 December 1999, p. 19020.


� Opinion no. 99-458 dated 2 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


� Opinion no. 99-729 dated 9 September 1999 and referred to in the O.J. of 1 December 1999, p. 17886.


� Opinion no. 99-144 dated 9 February 1999 and referred to in the O.J. of 31 March 1999, p. 4804.


    Opinion no. 99-526 dated 18 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


    Opinion no. 99-660 dated 28 July 1999.


    Opinion no. 99-748 dated 15 September 1999 and referred to in the O.J. of 1 December 1999, p. 17886.


� Opinion no. 99-144 dated 9 February 1999 and referred to in the O.J. of 31 March 1999, p. 4804.


     Opinion no. 99-526 dated 18 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


� Opinion no. 99-659 above.


� Opinion no. 99-660 dated 28 July 1999.


� Opinion no. 99-747 dated 10 September 1999 and referred to in the O.J. of 1 December 1999, p. 17886.


� Opinion no. 98-863 dated 14 October 1998 and referred to in the O.J. of 15 December 1998.


� Opinion no. 99-162 dated 19 February 1999 and referred to in the O.J. of 31 March 1999, p. 4804.


     Opinion no. 99-218 dated 10 March 1999 and referred to in the O.J. of 12 May 1999, p. 7050.


     Opinion no. 99-746 dated 15 September 1999.


� Cf. in particular Opinion no. 99-441 dated 2 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


� Opinion no. 99-745 dated 10 September 1999 and referred to in the O.J. of 1 December 1999, p. 17886.


� Opinion no. 99-745 above.


� Decision no. 99-1078 dated 15 December 1999 approving France Télécom's technical and tariff interconnection offer for 2000, published in the O.J. of 28 December 1999, p. 19542.


� Opinion no. 99-859 dated 15 October 1999.


� Opinion no. 99-661 dated 28 July 1999 and referred to in the O.J. of 23 September 1999, p. 14205.


� Opinion no. 99-967 dated 5 November 1999 and referred to in the O.J. of 25 February 2000, p. 2963.


� Delays in the France Télécom audit meant that the ART deadline could not be respected


� Opinion no. 99-989 dated 17 November 1999 and referred to in the O.J. of 22 January 2000, p. 1182.


� Opinion no. 99-92 dated 9 February 1999 and referred to in the O.J. of 31 March 1999, p. 4804.


� Opinion no. 99-437 dated 28 May 1999 and referred to in the O.J. of 29 July 1999, p. 11345.


� Opinion no. 99-610 dated 21 July 1999 and referred to in the O.J. of 23 September 1999, p. 14205.


� Opinion no. 99-1051 dated 30 November 1999 and referred to in the O.J. of 22 January 2000, p. 1182.


� Opinion no. 99-235 dated 17 March 1999 referred to in the O.J. of 12 May 1999, p. 7050


� Opinion no. 99-1079 dated 15 December 1999 and referred to in the O.J. of 5 February 2000, p. 1913.


� Opinion no. 99-1156 dated 24 December 1999 and referred to in the O.J. of 5 February 2000, p. 1913.


� Opinion no. 99-937 dated 29 October 1999 and referred to in the O.J. of 21 December 1999, p. 19020.


� Opinion no. 99-199 dated 10 March 1999 and referred to in the O.J. of 12 May 1999, p. 7050.


� Opinion no. 99-491 dated 11 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


� Opinion no. 99-662 dated 28 July 1999 and referred to in the O.J. of 23 September 1999, p. 14205.


� Opinion no. 99-857 dated 15 October 1999 and referred to in the O.J. of 21 December 1999, p. 19020.


� Opinion no. 99-289 dated 21 May 1999 and referred to in the O.J. of 29 July 1999, p. 11345.


� Opinion no. 99-730 dated 9 September 1999 and referred to in the O.J. of 1 December 1999, p. 17886.


� Opinion no. 99-664 dated 25 August 1999 and referred to in the O.J. of 20 October 1999, p. 15674.


� Opinion no. 99-321 dated 5 May 1999 and referred to in the O.J. of 29 July 1999, p. 11345.


� Cf. Opinion no. 98-736 dated 4 September 1998 and referred to in the O.J. of 17 January 1999.


� Opinion no. 99-523 dated 18 June 1999 and referred to in the O.J. of 3 August 1999, p. 11697.


� Decision no. 97-365 dated 23 October 1997 reserving the 0860PQMCDU block of non-geographic numbers for certain Internet access services, published in the O.J. of 11 December 1997.


� Opinion no. 99-988 dated 12 November 1999 and referred to in the O.J. of 25 February 2000, p. 2963.


� Opinion no. 99-582 dated 7 July 1999 and referred to in the O.J. of 23 September 1999, p. 14205.


� Decision published in the Bulletin Officiel de la Concurrence, de la Consommation de la Répression des Fraudes of 22 June 1999, p. 345.


� cf. ART annual report for 1998, volume II, p. 181


� Opinion no. 99-145 dated 12 February 1999


� Decision published in the Bulletin Officiel de la Concurrence, de la Consommation de la Répression des Fraudes of 30 October 1999, p. 634.


� Opinion no. 99-143 dated 11 June 1999.


� Decision published in the Bulletin Officiel de la Concurrence, de la Consommation de la Répression des Fraudes of 7 March 2000, p. 146.


� Opinion no. 99-1010 dated 19 November.


� Opinion no. 00-28 dated 7 January 2000.


� Decision published in the Bulletin Officiel de la Concurrence, de la Consommation de la Répression des Fraudes of 27 April 1999, p. 179.


� Opinion no. 99-21 dated 6 January 1999.


� Opinion no. 99-1080 dated 17 December 1999.


� Opinion no. 99-797 dated 22 September 1999.


� Opinion no. 00-137 dated 4 February 2000


� Decree  no. 96-1138 of 23 December 1996, articles D.97-4 to D.97-10 of the Posts and Telecommunications Code


� Article L.36-11 of the Posts and Telecommunications Code


� Article L.36-8 of the Posts and Telecommunications Code


� Decision no. 99-528 of ART, regulation of telecommunications, dated 18 June 1999, pertaining to internal regulations, published in the O.J. of 21 July 1999, p.10849


� Judgement of the Cour de Cassation (supreme court of appeal) in Oury vs.COB, 5 February 1999


� Article R.11-1 of the Posts and Telecommunications Code


� Decision no. 99-568, dated 28 July 1999 (Médiaréseaux Marne / France Télécom)


     Decision no. 99-939, dated 3 November 1999 (ICS France / France Télécom)


� Decision no. 99-822, dated 30 September 1999 ( 9 Télécom Réseau / France Télécom)


� Decision no. 99-2, dated 6 January 1999, published in the O.J. of 16 February 1999, p.2459


� Decision no. 99-716, dated 9 September 1999, published in the O.J. of 19 October 1999, p.15616


� Decision no. 99-197, dated 1 March 1999, published in the O.J. of 25 April 1999, p.6199


� Decision no.  99-539, dated 18 June 1999, published in the O.J. of 17 September 1999, p.13958


� Decision no. 00-30, dated 5 January 2000, published in the O.J. of 24 February 2000, p.2856


� Decision no. 99-987, dated 10 November 1999, published in the O.J. of 5 December 1999, p.18124


� Decision no. 98-1043 dated 18 December 1998 approving France Télécom’s standard interconnection offer for 1999.


� Decision no. 98-902, dated 30 October 1998, published in the O.J. of 14 March 1999, p.3832


� Decision no. 98-1043, dated 18 December 1998, approving the technical and tariff offering of France Télécom for 1999, published in the O.J. of 9 January 1999, p.473


� Decision no. 99-1145, dated 22 December 1999.


� Decision no. 99-1078, previously cited.


� Decision no. 99-605, dated 28 July 1999.


� Decision no. 98-75, dated 3 February 1998, published in the O.J. of 23 March 1998, p.4323.


� Decision no.  97-196, dated 16 July 1997, published in the O.J. of 2 August 1997.


� Decision no. 99-1144, dated 22 December 1999.


� Decision no. 97-453, dated 17 December 1997, laying down the conditions for the use of amateur radio installations and the issuance of amateur radio operator certificates and codes.


� Decision no. 99-464, dated 4 June 1999 (unpublished).


� Directive 98/10/EC of the European Parliament and of the Council of 26 February 1998 on the application of open network provision (ONP) to voice telephony and on universal service for telecommunications in a competitive environment, Official Journal L 101, 01/04/1998


� cf. 1998 annual report, p. 201.


� formerly DG XIII and DG IV respectively


� From Argentina, Canada, China (3), Colombia, Congo, Costa Rica, USA (3), Israel, Japan (2), Morocco (4), Poland, Thailand, Togo, Tunisia and Vietnam


� See the next chapter for details of the ITU's work on standardisation.


� European Committee for Telecommunications Regulatory Affairs


� Frédéric Puaux.


� European Radiocommunications Committee


� European Telecommunication Standards Institute


� Wireless Application Protocol, used to adapt Internet services to the mobile environment.


� Internet Engineering Task Force


� Requests for Comments


�It is represented by Didier Chauveau. Mr J-C Sapanel (France Telecom) and Mr Alistair Urie (Alcatel) are the other French representatives on the Board.


� Internet Service Providers


� Penetration rate of 60% predicted for 2001 


� e.g.: drinks machine /central server 


� protection of financial transactions (bankcard links)


� dual slot terminals


� Decision no. 128/1999/CE


� UMTS Terrestrial Radio Access


� third-generation mobile systems


� See the summary of responses.


� H323,SIP, MGCP


� Published text


� Published text


� Decree no. 98-585, published in the O.J. of 11 July 1998, p. 10700.


� Decree no. 98-586, published in the O.J. of 11 July 1998, p. 10700.


� Order of 9 July 1998, published in the O.J. of 11 July 1998, p. 10708.


� Order of 20 August 1998, published in the O.J. of 18 September 1998, p.14248, and the decision of 27 October 1999, published in the O.J. of 4 December 1999, p. 18086.


� Orders of 22 October 1997, one providing for the regulation of public accounting through the designation of a delegated agent empowered to authorise expenditures, and the other providing for the creation of a revenue management system for ART, published in the O.J. of 6 December 1997, p. 17652.


� Decree of 26 November 1997 modifying the decree of 3 February 1993 pertaining to fees for the allocation and management of radio frequencies due from holders of licences issued in the pursuance of articles L. 33-1 and L. 33-2 of the Posts and Telecommunications Code, published in the O.J. of 28 November 1997, p. 17210.


� Order of 8 December 1999, published in the O.J. of 17 December 1999, p. 18833.


� The amount was FF 547.9 million in 1998.


� Created by decree no. 98-1242 of 29 December 1998 providing for the creation of the ART joint technical committee, published in the O.J. of 30 December.
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