
September 2, 2008
Mr. Chris Padilla

Acting Undersecretary of Commerce 

International Trade Administration

U.S. Department of Commerce

1401 Constitution Avenue, NW

Washington, DC  20230

Mr. Timothy P. Stratford   

Assistant U.S. Trade Representative for China Affairs

Office of the U.S. Trade Representative

600 17th Street, N.W.

Washington, DC 20508

Mr. Ira Kasoff

Deputy Assistant Secretary for Asia 

U.S. Department of Commerce 

1401 Constitution Avenue, NW

Washington, DC  20230

Mr. Jamie Estrada

Deputy Assistant Secretary for Manufacturing

International Trade Administration

U.S. Department of Commerce

1401 Constitution Avenue, NW

Washington, DC  20230

Dear Sirs:

On behalf of the Telecommunications Industry Association (TIA), I would like to thank you for your ongoing work on bilateral commercial matters with China.  As you are aware, China is an important and complex market for the communications and IT industry.  The work of the United States Trade Representative and the Department of Commerce is invaluable as our trade and investment relationship with China continues to evolve.

TIA appreciates and supports the continuing efforts of the Commerce Department and USTR to press China over our industry’s concerns with respect to capitalization requirements, 3G licensing, and value-added services.  While these issues continue to be of great importance to our industry, we would like to further highlight a number of areas of importance to our members as you and your teams prepare for the upcoming meetings of the U.S.-China Joint Commission on Commerce and Trade (JCCT), as well as for any other meetings you have with China on telecommunications and technology policy:

Third-Generation (3G) Mobile Licenses:  China continues to pursue the development of its own third-generation (3G) mobile phone standard, known as TD-SCDMA.  The Chinese government, through its government agencies, research institutions, and state owned enterprises, has been heavily promoting this technology.  Since April 1, 2008, China Mobile began to offer TD-SCDMA trial commercial services in ten Chinese cities.  TIA continues to be concerned that, despite China’s claims that it will be technology neutral in issuing licenses for competing 3G standards such as CDMA2000 and WCDMA, the Chinese government’s subsidization and support of, as well as test deployment for, TD-SCDMA will give that technology an unfair advantage.  Furthermore, the government’s delay in issuing 3G licenses to other commercially viable standards and the prospect of first issuing licenses on the unproven TD-SCDMA standard could cause significant disruptions in the market place.  TIA believes that operators, not governments, are best positioned to decide which technologies best suit the needs of their customers.  It would be helpful for China to clarify how many 3G licenses it expects to issue and whether China will uphold its previously stated technology neutral position on the different 3G standards.

Optical Fiber Market Access:  TIA supports the efforts of the optical fiber industry to secure a commitment from China to increase its imports of optical fiber.  The share of U.S. fiber sold in the Chinese market has declined by 50% as a result of Chinese government policies and practices at certain carriers that exclude imports from non-Chinese sources.

Product Testing and Certification:  The product testing and certification process in China is significantly more difficult than in other markets, which increases the costs of exporting products to China.  We note that China has opted out of the more advanced IECEE CB schemes, requiring that products be tested in China.  TIA encourages China to improve the application of the IECEE CB scheme by accepting CB Scheme reports by laboratories of other countries and eliminating the need for additional samples and redundant testing.  TIA also encourages China and the United States to enter into a mutual recognition agreement to facilitate entry of new technologies into both countries’ markets.

VOIP:  TIA believes technology neutrality is important for promoting competition and ensuring that consumers are empowered to choose technologies that best suit their needs.  China’s policies restrict the use of VOIP to closed user groups.  We encourage China to allow all VOIP providers to offer services that connect to the PSTN on an unlicensed basis; and eliminate joint venture requirements that apply to non-Chinese companies who wish to offer VOIP services in China.  

Indigenous Innovation:  TIA recognizes China’s desire to foster domestic innovation.  However, China’s policies have led to the mandating of regulations and standards (such as pending requirements on information security product certification which cite a  multitude of domestic standards as well as potential cell phone battery/headset/phone book standards) that are developed outside of international standard setting processes.  Preferences given to domestic technology producers in government procurement also leads to the exclusion of foreign technology suppliers, particularly as the state owns the telecommunications carriers in China.  TIA encourages China to give its consumers access to world-class technologies, irrespective of where they are produced. 

Online Video:  TIA is concerned about China’s policy announced in December 2007 that permits provision of online video services by state-owned or state-controlled entities only.  While Chinese regulators have since granted licenses to several “privately held” online video websites, this policy still poses additional restrictions/requirements on the Chinese market and unfairly discriminates against companies.  Similar to the concerns raised with respect to VOIP, we encourage China to consider the implications of this new policy.

Thank you again for your continued assistance to TIA and our industry.  Should you have questions or desire further information about these issues, please do not hesitate to contact Nicolas Fetchko, Director for International and Government Affairs, at nfetchko@tiaonline.org or 202-346-3246.

Sincerely,
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Grant Seiffert

President

