COMMUNICATIONS

TELECOMMUNICATIONS
POLICY




JOURNAL ON COMMUNICATIONS
A PUBLICATION OF THE SCIENTIFIC SOCIETY FOR TELECOMMUNICATIONS, HUNGARY

Editor in chief
A. BARANYI

Senior editors
GY. BATTISTIG
T. KORMANY
G. PRONAY

A. SOMOGYI

Editors

I. BARTOLITS

I. KASA

J. LADVANSZKY
J. OROSZ

M. ZAKONYI

N. WILK

Editorial board

GY. TOFALVI
chairman

T. BERCELI
B. FRAJKA
I. FRIGYES
G. GORDOS
I. MOJZES
L. PAP

GY. SALLAI

SPONSORED BY

TELECOMMUMCATIONS
TH oM antenna
hungaria

ERICSSON

Ericsson Technika

SIEMENS

Siemens Telefongyar Kit

\ﬁ)) )]
ESTEL

RADIOTELEFON KFT

it
L0 aHE

FOUNDATION FOR THE HUNGARIAN
"DEVELOPMENT
OF CONSTRUCTION" PRESS FOUNDATION

Editorial office

Budapest II. Gdbor Aron u. 65.

1525 Budapest, P.O.Box 15.

Hungary, H-1525

Phone: (361) 135-1097
(361) 201-7471

Fax: (361) 135-5560
(361) 201-7471

Subscription rates

Hungarian subscribers

1 year, 12 issues 5300 HUF, single copies 650 HUF

Hungarian individual subscribers

1 year, 12 issues 860 HUF, single copies 110 HUF

Foreign subscribers

12 issues 150 USD, 6 English issues 90 USD, single copies 24 USD
Transfer should be made to the Hungarian Foreign Trade Bank,
Budapest, H-1821, A/C No. MKKB 203-21411

JOURNAL ON COMMUNICATIONS is published monthly, alternately in English and Hungarian by TYPOTEX
Ltd. H-1015 Bp. Batthydny u. 14., phone: (361) 202-1365, fax: (361) 212-2211. Publisher: Zsuzsa Votisky.
Type-setting by TYPOTEX Ltd. Printed by Dabasi Jegyzetnyomda, Dabas, Hungary HUISSN 0866-5583




EDITORIAL

events of 1993 related to the national telecommunica-

tions in Hungary. The title of the issue "Telecommu-
nications policy" was given to cover all aspects of the topic:
¢ development of public network and services,

new legal regulations,

privatization and concessions,

launching new mobile and paging services,

manufacturing and development.

At the outset the job of editing this issue seemed to be

a favourable task. The year 1993 was really eventful in

telecommunications. Just to mention a few headlines:

e completion of the three years development plan of the
Hungarian Telecommunictions Companany (HTC),

e putting into force the Telecommunications Act,

e privatization of HTC,

e issuing concessions for the mobile telephone service,

e progress in the manufacturing activities.

These headlines indicate events which are proudly
reported by policy makers as successes of Hungarian
telecommunications policy. And with objective judgement
it can be stated that significant progress has been made on
the way of establishing the conditions for modern telecom-
municatons in Hungary.

The process, however, was not without contradictions
and sharp debates:

e local telephone companies with promising plans were
launched and got stucked due to financial difficulties,

¢ telecommunications regulations were debated and rewrit-
ten several times,

e in the GSM tender original financial terms have been
modified,

e privatization of HTC was coincident with a change in
top management causing embarrassment among profes-
sionals.

All these debates and perplexities have shown that
the policymakers and the professionals were somewhat
inexperienced for the huge task of the renewal process
in telecommunications. It has to be noted that the whole
process was aggravated by strict time limits which may have
caused some contradictions.

Now after some time of subsidence it seems that 1993
was a good year for telecommunications in Hungary.

First the main points of the program laid down in
the three years plan of HTC have been successfully
accomplished. 4000 km of digital back bone network was
constructed with optical fibers and microwave radio links.

This issue has been brought together to review the
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In the three years period 500 000 new subscribers were
connected into the network.

In the domain of legal regulations several steps were
taken. Telecommunications Act became effective and it
was followed by a series of ministerial decrees: on the
interconnection of service providers, on the structural plan
of the national telecommunication network, on the tariff
policy etc.

In the field of privatization the most important event was
the privatization of HTC. The total income of the state
budget was 875 M USD. Additional and important asset
was the professional expertise of the winner companies
the Deutsche Bundespost and the US company Ameritech.
The plans and perspectives of the new HTC should have
been included in this issue, however, the top officials
invited to submit their manuscripts demanded some time
to formulate their comprehensive views on future plans
and actions. Obviously we had to comply with their
request expressing our strong intention to publish their
contributions in the near future.

We were more fortunate with the beneficiaries of the
GSM tender. The concessions were given to the Westel
900 Ltd. and the Pannon GSM Ltd. With the GSM service
Hungary has a priority in Eastern Europe, therefore it is
interesting to read the articles of the leading personalities
of the companies providing this exceptional service.

Antenna Hungéria is the second largest telecommuni-
cations company in Hungary with basic responsibilities in
broadcasting and wireless communications. General man-
ager of the company reviews the versatility of activites and
gives account on the preparations for privatization.

Three important manufacturing companies are rep-
resented in this issue. Two of them are Hungarian
strongholds for the well known international telecom gi-
ants: Siemens Telefongydr and Ericsson Technika. The
third one, BHG company was the largest in the past, how-
ever, they face difficult problems now. The papers of the
three general managers give informative reports on their
results and future plans.

The highest ranking author of this issue is the Minister
of Transport, Communications and Water Management,
expressing his views on the important process of liberal-
ization and privatization of the Hungarian telecommuni-
cations market.

The editor expresses his gratitude to the eminent au-
thors for devoting their time to express their ideas and
wishes the readers a profitable use of the materials for the
realization of a beneficial telecommunications policy.
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CONNECTED TO EUROPE - LIBERALIZATION
AND PRIVATIZATION OF THE HUNGARIAN
TELECOMMUNICATIONS MARKET

GY. SCHAMSCHULA

MINISTRY OF TRANSPORT, COMMUNICATIONS
AND WATER MANAGEMENT
H-1077 BUDAPEST, DOB U. 75 —81.

The paper outlines the contents of new regulations with special
emphasis on the Telecommunications Act of 1993. Conditions on
concessional services and the tariff policy aspects are emphasized.
The concession on GSM service and the national concession on public
switched telephone service are discussed with special details on the
reviewing process.

The criminal situation of our telecommunications ser-
vices seems to be one of the most burdensome legacies
of the past regime adversely affecting social relations and
economic development as well. Low penetration (13 lines
per 100 inhabitants at 31. Dec. 1992.), shameless level
of service quality, outdated technology (in many instances
manually operated local exchanges), lack of mobile, data
and value added services aggravated by an in every re-
spect unsatisfactory Act of 1964, regulating the Hungarian
Post Office, a Government Authority, providing traditionai
postal and telecommunications services until very recently.

In May 1990, when the present Government took office
following the first democratic Parliamentary elections since
1945, the Minister of Transport, Communications and
Water Management (the Minister) had to face a very
crucial task. A brand-new legal framework was to be
worked out and promulgated along with the elaboration of
a development project for a partially liberalized multiactor
service market having due regard to the huge amount of
capital to be invested in infrastructure.

Other legislative topics of vital interest for the whole of
the evolving domestic market - like the regulations on pri-
vatization, concessions, taxation and many others - falling
into the competence of other Government Ministries, had
to be enacted, too and harmonized with each other and
with international instruments like European directives,
recommendations and agreements. The latter aspect is
emphatic, since Hungary has signed an Agreement of As-
sociation with the European Communities and their Mem-
ber States as early as 1991, which was ratified by all Mem-
ber States and promulgated in the Hungarian Republic in
January this year.

Under pressure of time and accompanied by fierce pub-
lic and Parliamentary debates the former Act on the Hun-
garian Post have been replaced by a package of three,
regulating separately but coherently traditional postal ser-
vices, telecommunications and frequency management. All
three entered into force last year making way for a com-
pletely new and in Hungary never earlier existing telecom-

munications policy. Notwithstanding the importance of the
other two Acts, I advert briefly to the major features of the
Telecommunications Act (TA) only.

The TA defines first of all four public telecommunica-
tions services — as distinguished from any other ones —
which shall be provided under concession agreements, the
terms and conditions of which being stipulated by the Min-
ister. The Minister concludes a concession agreement by
the winner of an open tender. The number of concessions
for a given service area shall be determined by the Minis-
ter.

The concessionary services are: public switched tele-
phone services, public mobile radio telephone services,
countrywide public paging services and countrywide and
regional distribution and broadcasting of public service
radio and television programs. The switched telephone
services are further split into international and domestic
long-distance as well as local services. The latter ones are
provided in so-called primary areas, out of which 54 is de-
fined by the decree of the Minister. The primary areas are
geographically disjunctive and all together cover the entire
territory of the country. Other — non-concessionary —
services compete without restrictions on the free market,
and are subject to a license issued upon request provided
all prescription laid down in relevant decrees are met.

The decision on the exclusive or non-exclusive nature
and the time-period of the concession as well as the deter-
mination of a one-time concession fee and the concession
fee due on a yearly basis belongs under the discretion of
the Minister. In addition to all that concession tenders
for any given primary area shall only be called for if the
majority of municipal self governing bodies recommends
so, otherwise invitation is optional.

By the force of TA the Government and the Minis-
ter is authorized to issue decrees on certain issues like
pricing and revenue sharing (with regard to local, domes-
tic and international service providers), interconnection of
networks, setting up a General Inspectorate of Communi-
cations (GIC) and few others. Many tariff regimes were
deeply analyzed along with their possible influence exerted
on many sometimes contradictory interests. As for tariffs
decision was made for the favor of a price-cap regulation
with the PPI (production price index) in the center. The
decree on network interconnection safeguards the public
service provider against by-pass by private networks. The
GIC is the Government’s supervisory authority monitoring
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