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Functions of OfficeFunctions of Office
Amongst its duties and functions,Amongst its duties and functions,
the Office should:the Office should:

promote the interests of customers while promote the interests of customers while 
having due regard for the interests of having due regard for the interests of 
carriers and service providers; andcarriers and service providers; and

promote competition among carriers and promote competition among carriers and 
service providers.service providers.
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Market StructureMarket Structure

Operators’ Market ShareOperators’ Market Share

DateDate 19881988--2001   Dec’2002   2001   Dec’2002   Jan' 2003   Feb'2003   Mar' 2003Jan' 2003   Feb'2003   Mar' 2003

C&WJC&WJ 100.0%       99.5%      99.3%      99.1%     99.0100.0%       99.5%      99.3%      99.1%     99.0%%

GotelGotel 0.0%         0.5%        0.7%       0.9%       1.0%0.0%         0.5%        0.7%       0.9%       1.0%

Source: OUR calculation based on data from Cable & Wireless and Source: OUR calculation based on data from Cable & Wireless and GoTelGoTel
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Incumbent’s Conflict of InterestIncumbent’s Conflict of Interest
A dominant firm is typically both:A dominant firm is typically both:

•• a supplier of critical inputs a supplier of critical inputs 
(interconnection and other wholesale (interconnection and other wholesale 
services) to downstream service services) to downstream service 
providers; andproviders; and

•• a competitor against these service a competitor against these service 
providers in downstream retail markets.providers in downstream retail markets.
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Interconnection Principles for Interconnection Principles for 
Dominant CarriersDominant Carriers

These principles are:These principles are:--
•• the terms and conditions under which it [interconnection] is the terms and conditions under which it [interconnection] is 

provided shall be provided shall be 
-- “on a non“on a non--discriminatory basis;discriminatory basis;
-- reasonable and transparent, including such terms reasonable and transparent, including such terms 

and conditions as relate to technical specifications and conditions as relate to technical specifications 
and the number of locations of points of and the number of locations of points of 
interconnection; andinterconnection; and

-- charges shall be cost oriented and guided by charges shall be cost oriented and guided by 
{certain cost causation}…principles… (Section 33);{certain cost causation}…principles… (Section 33);

•• no unfair arrangements for crossno unfair arrangements for cross--subsidies shall be made; subsidies shall be made; 
andand

•• where technically and economically reasonable where technically and economically reasonable 
interconnection services shall be so diversified as to render interconnection services shall be so diversified as to render 
it unnecessary for an interconnection seeker to pay it unnecessary for an interconnection seeker to pay 
unreasonably for network components or facilities it does unreasonably for network components or facilities it does 
not require.”not require.”
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Competitive Significance & the FCA Competitive Significance & the FCA 
In the Jamaican context, In the Jamaican context, under Section 5 of the Fairunder Section 5 of the Fair
Competition Act (FCA):Competition Act (FCA):

Where after consultation with the Fair Trading Commission Where after consultation with the Fair Trading Commission 
the Office determines that a matter or any aspect thereof the Office determines that a matter or any aspect thereof 
relating to the provision of specified services relating to the provision of specified services ––

(a)(a) is of substantial competitive significance to the is of substantial competitive significance to the 
provision of specified services; andprovision of specified services; and

(b)(b) falls within the functions of the Fair Trading falls within the functions of the Fair Trading 
Commission under the Fair Competition Act, the Commission under the Fair Competition Act, the 
Office shall refer the matter to the Fair Trading Office shall refer the matter to the Fair Trading 
Commission.Commission.
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Objectives of Separated Objectives of Separated 
AccountsAccounts

ensuring nonensuring non--discrimination,discrimination,

identifying unfair crossidentifying unfair cross--subsidies,subsidies,

setting or assessing interconnection setting or assessing interconnection 
charges,charges,

retail price control.retail price control.
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Imputation TestImputation Test

The test is conducted by comparing:The test is conducted by comparing:
the retail price charged by the the retail price charged by the 
dominant operator for a particular dominant operator for a particular 
service withservice with

the wholesale access price charged the wholesale access price charged 
by the dominant operator for access by the dominant operator for access 
to its network, plus the additional to its network, plus the additional 
expenditure needed to transform the expenditure needed to transform the 
essential input into the retail service.essential input into the retail service.
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Imputation Test: ACCCImputation Test: ACCC
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Proposed Structure of Proposed Structure of 
Accounting SeparationAccounting Separation
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Transfer ChargesTransfer Charges
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Challenges of Establishing an Challenges of Establishing an 
Appropriate Regulatory Framework for Appropriate Regulatory Framework for 

Accounting SeparationAccounting Separation

These include, but are not restrictedThese include, but are not restricted
to:to:

•• What is the Appropriate Level of Audit What is the Appropriate Level of Audit 
Assurance?Assurance?

•• Who bears the cost of auditing?Who bears the cost of auditing?
•• What is the appropriate relationship What is the appropriate relationship 

between the regulator and the Auditor?between the regulator and the Auditor?
•• What is the cost basis of separation?  What is the cost basis of separation?  



1313

Accounting Separation vs. Accounting Separation vs. 
Structural SeparationStructural Separation

Structural Separation of AT&TStructural Separation of AT&T

UK regulatory experienceUK regulatory experience

Regulation in JamaicaRegulation in Jamaica
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Conclusion/RecommendationConclusion/Recommendation

Competitive safeguard rules and accounting separation are Competitive safeguard rules and accounting separation are 
likely to enhance the competitive environment in the likely to enhance the competitive environment in the 
telecommunications sector.telecommunications sector.

But this is a second best solution that is likely to yield less But this is a second best solution that is likely to yield less 
than the desired results if not crafted with meticulous detail.than the desired results if not crafted with meticulous detail.

Caribbean regulators that have started the process of Caribbean regulators that have started the process of 
implementing competitive safeguards based on the existing implementing competitive safeguards based on the existing 
legal framework must see this process through.legal framework must see this process through.

However, since these regulations may not yield the desired However, since these regulations may not yield the desired 
results, it is strongly recommended that structural separation results, it is strongly recommended that structural separation 
should always be kept as an option.should always be kept as an option.



1515

Thank YouThank You


