


TRAnsformation

into Liberalisation

The road to full liberalisation

On 1 July 2004, the TRA was able to announce that
the telecommunications sector in the Kingdom of
Bahrain was fully liberalised. All the milestones laid
out in the legislation had been met and each step
had been reached within the legal deadlines. This
historic achievement was marked by a reception with
speeches from a representative of the International
Telecommunications Union (ITU) and the Chairman
of the Board of the TRA, who declared that Bahrain
telecommunications ‘are fully open’.

At this time the Kingdom of Bahrain was the only

country in the Middle East with a fully liberalised
telecommunications sector. The new regulatory
regime was advertised in the local, regional and
international media. Other promotional activities on
the international scene included speaking
engagements and participation in specialized forums.

The critical elements for a fully liberalised market were
licences available to competitors in all major
telecommunications services, and a regulatory
framework in place that ensured fairness and protected
consumers’ interests. By 1 July 2004 the TRA had put
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Licence

Service covered

Availability

Mobile Telecommunications

Provision of mobile
telecommunications via a network
owned and operated by the
licensee

Two licences have been granted - to
Batelco and MTC-Vodafone Bahrain.
No further licences are currently
available (according to the
Telecommunications Law until at least
April 2005)

National Fixed Services
(NFL)

Provision of national voice and data
services via a fixed network owned
and operated by the licensee

No restriction on number of licences

International
Telecommunications
Services (ISL)

Provision of international voice and
data services with specified
bundling of traffic

No restriction on number of licences

Paging Services

Provision of commercial paging
services to subscribers

No restriction on number of licences

Public Access Mobile Radio
(PAMR) Service

Provision of radio communication
services to a closed user group —
for dispatch applications (e.g. truck
and taxi fleets)

No restriction on number of licences

International
Telecommunications
Facilities (IFL)

Provision of facilities including
termination, landing, international
connection and connection to
Bahrain licensed networks for
international services

No restriction on number of licences

Very Small Aperture
Terminal (VSAT)

Provision of a digital satellite data
network using an antenna with
small diameter — for private

use only

No restriction on number of licences

Internet Service Provider
(ISP)

Provision of internet services, not
including voice

No restriction on number of licences

Value Added Services (VAS)

Provision of additional services over
an existing network (e.g. Audio
Text, Bulk SMS, card transactions)

No restriction on number of licences

Internet Exchange

Connection for aggregation,
transmission and distribution of
internet communications for ISPs

One license issued. No further
licenses available according to the
Telecommunications law until March 2006

Figure 2: Licences Available in the Kingdom of Bahrain.

in place both the cornerstones of the licensing regime
and the most important regulations and other legislation
required to support an open and dynamic industry.
The TRA also made considerable progress in beginning
to promote consumer issues during the year.

Licensing

At the beginning of 2004, Bahrain’s
telecommunications users were just beginning to
benefit from the introduction of real competition.

Following the granting of a second mobile telephony
licence in April 2003, MTC-Vodafone Bahrain started
offering service in December that year. There were
now two operators in the mobile sector — Batelco,
the incumbent operator, and MTC-Vodafone Bahrain.

The year 2004 began with another significant step
towards liberalisation, with the announcement on 1
January that four new types of licence were now
available. These were:
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e Public Access Mobile Radio (PAMR) Services

e Paging Services

e International Telecommunications Facilities, and
e Very Small Aperture Terminals (VSAT).

On 1 July this was followed by the announcement
that telecommunications operators could now apply
for licences to run national fixed services and
international telecommunications services. This was
the last major step on the road to full liberalisation
for the core licensing regime to be in place in July.
The full range of licences now available in the
Kingdom of Bahrain is shown in Figure 2.

All licences are granted for 15 years and there are
no local ownership restrictions. However, all licensees
must be established juristic entities in Bahrain, which
in the case of foreign entities may mean for example
establishing a branch office in the Kingdom.

In March 2004 the TRA granted a licence to the Bahrain
Internet Exchange (BIX) to operate the Kingdom’s
internet connection point for internet services providers
(ISPs). BIX will act as the hub for local internet
connectivity for all internet traffic within the Kingdom.
The granting of this licence marked an initial critical
step in the establishment of an advanced, competitive
ISP market in the Kingdom. According to statistics
provided by the relevant companies, Bahrain had
nearly 50,907 internet users in 2004.

Throughout the year, the TRA continued to assess
applications for a variety of types of licence. In total,
the TRA issued 26 licences in 2004. The full list of
current licensed operators as of 31 December 2004
is given in Annex A.

Interconnection

A cornerstone for effective competition is setting fair
terms for how competing telecommunications
operators link their networks. The terms on which
one operator delivers calls originating on the network
of the other operator, and vice versa, are set out in
the interconnection arrangements between relevant
operators. Without these terms in place, subscribers
to one operator’s network cannot communicate with
subscribers on another operator’s network, thus
severely limiting the available services. Effective
interconnection between telecommunications

operators’ networks is therefore essential to
the development of a competitive market.

The TRA issued a series of interim interconnection
orders (Orders) setting out the terms between the two
competing operators in the mobile sector — Batelco
and MTC-Vodafone Bahrain —, as the two parties were
not able to agree on interconnection terms between
themselves. The first two Orders were issued during
2008. Order number 3 was issued in March 2004. The
final Order, number 4, was issued in June 2004. Based
on the last Order, the two companies were able to
sign an interim interconnection agreement. The signing
took place on 15 July.

At the same time as the TRA’s Order number 4, the
Authority was able to announce that it had given
approval to Batelco’s Reference Interconnection Offer
(R10). A RIO sets out the technical and commercial
terms for interconnecting operators. Batelco had
submitted the final version of its RIO at the end of
May 2004. Under the Telecommunications Law, a
dominant operator, currently Batelco, must publish
a RIO every six months, which each time requires
TRA assessment resulting in approval or the issuing
of an Order specifying terms and conditions that the
TRA does not approve.

Interconnection is a key issue in the creation of a
dynamic, competitive market, so the approval of the
RIO marked a major step forward for the Kingdom’s
telecommunications sector.

However, as Batelco and MTC-Vodafone Bahrain
were unable to reach a full interconnection agreement,
in July 2004 they notified the TRA of their dispute,
which consisted of a number of submissions over a
few months on a wide range of interconnection
matters, including for example mobile termination
charges and leased lines charges. The TRA and both
operators spent considerable time reviewing all
aspects of interconnection. This resulted in a
Preliminary Analysis of the issues in dispute, which
the TRA issued to the parties on 27 October 2004.

Following the Preliminary Analysis, the TRA received
further submissions from Batelco and MTC-Vodafone
Bahrain, and in early 2005 the Authority issued its
final Determination on this matter.
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