CHAPTER VI

Conclusion and Suggestions

There exist a positive correlation between teleitlerend the GDP of a
country. Teledensity increases with an increasewgalth or economic
development. In other words, a country's telephoemetration/expansion is
found to be proportional to the buying power of @®pulation. This
relationship is sometimes referred to as Jipp's.Law

With ‘telecom for development’ discourse gaining memtum, the famous
Maitland report of the International Telecommutima Union (ITU) in
1984 condemned ‘the extreme inequalities of telaphaccess between rich
and poor nations’ and drew attention to the faeit ttwo-thirds of the
world’s population had no access to telephone sesVvi(ITU 1984). The
ITU report found underdeveloped telecommunicatidasility as the
‘missing link’ in the developing world and as theeason for its
underdevelopment or slow development. As a remely buggested
modernization and an urgent reform of inefficienblic sector monopolies
in countries and advocated transfer of technolofyeas advanced countries
to developing nations. Besides, the report decldéinatl telecom should no
longer be seen as a luxury for elites, insteadnaesaential service which
directly leads to economic growth. Other develophagrencies and financial
institutions like the World Bank/IMF began to protmdhe liberalization of
infrastructure development and the privatizationl @ommercialization of
services through intervention in national policy rnfmlation and

implementation.

Despite the intensive international pressures emap the telecommunication
sector, India, with its ideology of mixed econonmdasocialism decided to
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indigenously develop the complex telecommunicatemuipments. India
stood strong with nationalistic views and tried égpand the reach of
telecommunication services through schemes thatludec Village

Panchayath Telephones (VPTs) and Hallo Revolutidnestablishing

STD/ISD booths. It could not adequately produceultssin a country
geographically as vast as India where populatios grawing exponentially.
Further, it could not fairly resolve the just ndedincoming communication
as VPTs/STD booths were in the public sphere. Rdial the nationalistic
ideology of self-reliance contradicted with theeimational discourse on
‘telecom for development’ as it was premised on napg up of the

telecommunication sector for competition. But, Idnitiated economic
reforms in 1991 which demanded radical changeseiacommunication

services.

Meanwhile, the GATT Uruguay Round, initiated in §9&lso strengthened
the discourses on liberalisation. India, a counwften known for its
leadership initiatives in the world, especially fibre developing and the
underdeveloped countries, had to toe to the deedlowrid. The ITU report
published in 1994 spelt out the necessity of otji@bal governance agencies
for successful reform initiatives in reforms in @ebmmunication sector
across the world. It observed: “The InternationaleEommunication Union
needs to work with other multi-lateral developmagéncies (who often have
more influence at the top levels of government)raise the level of
awareness of the need for reform and investmetiti@rntelecommunication
sector. The ITU can also encourage the developamgatcies themselves to
become more involved in telecommunication sectéorne, especially in
those countries that, for reasons of risk or inelebéss, have little immediate
possibility of attracting private sector investmerdr introducing

competition”. By 1990-91, India had fallen into al&nce of Payment (BoP)
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crisis. To come out of this problem, the IMF ane ¥World Bank offered
loans with strings attached and compelled the ecguataccept the terms and
conditions attached. The modus operandi of avatliege loans was that the
government set up committees to recommend reforntkeir
recommendations formed the basis for the introdaabif competition in the
telecommunication services sector in the countmyjally opening Value
Added Services only. In the Uruguay discussionsalmdfered it as part of
telecommunication reforms. For India VAS includdd) Electronic and
voice mail; b) Data, audio and video text messaggd/ideoconferencing;
d) Radio Paging and e) Mobile Telephones.

This policy decision to introduce competition ite@®mmunication services
had profound impact on the Indian Telecommunicasenvices sector and as
the country introduced mobile technology as a meansommunication

access, India positioned mobile services as a Vatladed Service only, even
though the same was considered as basic commumdayi the developed
countries in WTO discussions. From the introductstpge of mobile

services, it was licensed to private operatorstjpmsing mobile service as a

complementary service adding value to the landioramunication.

The declaration of NTP 1994 was based on the re@mdations G.S.S
Murthy and ICICI committees which stated that tlovernment could not
meet investment requirements of telecommunicatiand should allow
private investmentWith the declaration of NTP 1994, the Government of
India decided to open up basic telephone servitasd (line) also to
competition and invited bids for issuing licensks.1997, India reasserted
that the private sector companies may supplemenetfforts of the DoT in
providing better communication facilities. Declaoat of NTP was a
revolutionary step in many ways. India had a cominolstrial policy - The
Industrial Policy Resolution (IPR) of 1948, follodiéy IPR of 1956 - where
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telecommunication figured just as any other Industr the Union List.
Further, it was classified under ‘A’ category, fehich private participation
was not allowed. NTP 1994 broke both. (a) It wagpdicy declared
specifically for telecommunication industry for tfiest time in the history of
the country; and (b) it allowed private particijpatiin the telecommunication
sector as a policy decision of the Government. Hawneelecommunication
continued to be an item under the Union List in 8&venth Schedule. The
revised NTP in 1999 showed a firm orientation tbefalization in
accordance with the changing requirements and mfocmity with the
international commitments. In this backdrop thedgtianalysed market
structure transitions of Indian telecommunicatioervices sector post

subscription to the GATS protocol with the followiquestions:

1. How far Indian subscription to GATS facilitated thigeralization of

telecommunication services?

2. How far liberalization in the post GATS phase, hatered the
monopolistic structure of Indian TelecommunicatiodBervices

Market? and

3. How successful were the domestic policy makerseiucing the
pace of inevitable transitions in India’s domessiector through

various policy options?

The work sought answers through an interdiscipyimrasearch, relying on
the premises of Commerce, Economics, Law, and ratemal Relations.
The study sought to highlight the economic and llegevironment in the
country in relation to the telecommunication seegicWe will be answering

research questions one by one.
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Research Question 1: How far subscription to GATS by India, has facilitated

the liberalization of telecommunication servicesin India?

Subscription to the Telecommunication protocol unithe GATS of WTO
by India anchored a shift in its attitude towartie ttelecommunication
services. Telecom administration, policy formulatiand implementation,
choice of technology, spectrum ownership, powdrcehsing and provision
of services were under the monopoly control of Goreent of India. It was
so, in both the pre-independence and the post amtkgmce era and the post
independence Government of India did not use ten$iing power to bring
in other entities to provide services. Even on imittg independence,
telecommunication was used as a policy tool in tmnds of the
administrators for attaining political and socidbjectives. As discussed
earlier, various pull factors and push factors celeg the Government to
open up the sector to private investment. Telecomcation services were
taken out from the Schedule A of the Industriali®oll956 by declaring
NTP 1994 - a special policy for the sector. Witk thange of attitude it has
become a societal tool for the people and infratiine for the economy
accelerating the process of globalization and nattégn of Indian economy

with the world economy.

NTP 1994 was in consonance with the GATS discussainUruguay and
was seen as a direct outcome of the agreementsniattmational bodies like
IMF in the wake of the financial crisis of 1991. RTL994 could not produce
expected results in terms of teledensity, but @odtas the first policy
document officially accepting private investment telecommunication
services and allowed freedom of choice of technpliog access provision.
After the GATS subscription which advocated ‘pragige liberalization’,

the new telecom policy, 1999 - liberalized telecainimation services
further. It expanded competition by making the nearloligopolistic.
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Accordingly, a package for migration from fixedditse fee to one time entry
fee and license fee based on revenue share regameoffered to all the

existing licensees. Under the migration package litense period for all the
CMTS and FSP licensees was extended to 20 yeanstlfre date of issuance
of the Licenses. Further, the duopoly regime in heakegment was changed
to bridled competition, bringing MTNL and BSNL tbet mobile segment.

Gradually a fourth private operator was also aldw&hus, the standoff
between the then existing two operators and thermgovent over license fee
and loss of operation was resolved through a tadfjéoringing in enhanced

competition in the Indian telecommunication sersisector. As the PSUs -
BSNL and MTNL started operation in the mobile segiméey became the
third company in each circle and thus, the duopadyket structure with only

two private operators, in the mobile segment camert end. In 2001,

seventeen new Cellular Licenses were issued andliB&i$ses were granted
for providing both fixed line and wireless basidefdone services on a
continual basis. The WTO-GATS principle of ‘progiee liberalization’ was

strengthening its roots in the Indian telecommuiocaservices scenario.

By the end of 2003, India came to accept that acpegvision would be
treated as technology neutral, ie. If telecommation access is provided
through landline (FSP - wired with no mobility) 8YLL (Wireless fixed
with limited mobility) or Cellular Mobile or a conmation of these
technologies, it is basic service for providing coumication access. The
UASL (Unified Access Service License) guidelinesuisd, dispensed with
the requirement of separate licenses for each mbdervice, if an entity
provides communication access utilizing any of ¢hdschnologies. It
marked the era of shift from separate license &mhemode of service to a
single license regime. Thus, Indian telecommurocatservices sector

became technology neutral, as envisioned by GATS.
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In telecommunication, there was a time when tejggr@nd land phone was
everything. Telegraph required dedicated lines frmme centre to another,
for transmission of the message. If dedicated lwese not established, it
could be routed through certain main centres, wherBcated lines existed.
In telephones also, initially the local exchangealdoassist only the local
calls within the exchange. Gradually exchanges wenenected and the
externality was improved. Now, the externality s greatly improved that
anyone in the world connected to a telecommunioatieetwork can

communicate with another anywhere in the worldsirgle network all over
the world. It is pointed out that liberalization telecommunication has
moved to globalization of telecommunication, evetiju leading to

globalization of other trade sectors. Hitherto, ¢jneatest barrier in realizing
the dream of connectivity across the globe is thevitable national

boundaries and nationalistic ideals. TelecommuiinaProtocol under the
GATS eliminated these nationalistic barriers andgpessively liberalized
communication. In India, NLD was opened in the y2@00 only and ILD in

the year 2002. Opening up of these sectors subsedqoeNTP 1999

specifically point towards the efforts of the gaweent to achieve
progressive liberalization in the Indian telecommahon services sector,

integrating the national telecom services netwoitk global network.

Reference Paper under the GATS documentation e@ntaompetitive
principles and descriptive details of various amimpetitive practices in the
international telecommunication services. Even ¢imundia did observe all
what the reference paper speaks of, being a mersberhas committed to
many areas of concern and liberalization was adh&yein general. It is
under the international commitments that the Gawemt of India arm of
telecom service provisioning - DOT - was corpoedizin 2000. With

corporatization, all telecom service entities caimehe same footing, and
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competition was becoming fairer. Before, the histr event of
corporatization, the presence of TRAI as a regulats also at stake as one of
the operators was the Government itself. TRAI atight legally against its
creator - the DOT - to establish its authority. $heach step that India took
towards progressive liberalization pointed to itemmitment to the
international forum. The incremental introductiorh added features of
competition was proof of the power of internatiocammitments. The drastic
changes like changes in market structure from Diyopm Oligopoly and
thereafter to Competition, UASL (i.e technology tality), opening up of
NLD and ILD, corporatisation of telecom servicesnaof Government,
establishment of TRAI as a separate regulator,ugidpermitting hundred
percent FDI in telecommunication sector proved dbmmitted progress of
enhanced liberalization, in the post GATS subsompto Telecommunication
Protocol in 1997.

Research Question 2: How far liberalization in the post GATS phase, has
altered the monopolistic structure of Indian Telecommunication Services
Market?

Liberalization in the post GATS phase, has altéhedmonopolistic structure
of Indian Telecommunication Services Market. Frdme beginning of its
invention in the 1850s and commercial implemenigtielecommunication
facilities, in most countries, were provided undgovernmental control.
Thus, telecommunication services market in mostntts assumed the
nature of a natural monopoly (Government beingathky service provider)
because of its legal insulation and the patronag¢éh® ruling class for

various reasons, from commercial interference.

Nevertheless, a provision to grant license to dpetalecommunication

networks to other companies, existed under sectioof The Indian
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Telegraph Act, 1885. Even as the quasi-federaldaddent India came into
being, centralized control over telecommunication its totality was

constitutionally provided and realistically effedtehrough the Industrial
Policy Resolutions 1948 and 1956. Further, the Jralgh Act 1885

continued as such. But the power to grant licetesesther companies to
operate telecommunication facility was never invbkg the Government of
India until the initiation of telecommunication ékalization in the post NEP
1991 scenario. That the telegraph legislations ftbenbeginning contained
both provisions — provision for Government owngpshind control and also
the provision for licensing other companies — prtive recognition of the
importance of the communication services sectoritmmdommercial nature
in providing communication services. Further, thenwal report of 1931
stated that the department was commonly held asrfeercial’ and that it is
guided by commercial considerations in the regoitatf its business.

Most often, India had followed Britain in its teten policy matters. Britain
separated its Postal and Telecommunication depatdrmel1980. Thereafter, by
enacting the British Telecommunications Act, 198 Telecommunication
entity was made a publicly owned corporation inl&nd. India also followed
the same, separating post and telecom in 1985. theaigh corporatization of
telecommunication was also initiated in 1986, it $dort on an experimental
basis to MTNL in Delhi and Mumbai geographicallydato VSNL for

International Calls, product wise.

Formation of MTNL and VSNL in 1986 initiated charsgen the
telecommunication services sector in India. Bugliit not bring about any
substantial change in the market structure. It s@sbecause even with the
presence of MTNL and VSNL along with DoT for théhet services/other
parts of India, it was monopoly market structurelmdia. MTNL was a
geographical monopoly with Delhi and Mumbai. Noetalm operator
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competed there with similar services. VSNL was @pct monopoly as no
telecom operator in India competed with VSNL inrgarg international
calls. DoT was also a monopoly for other partsnidid, geographically and
product wise. Hence, the market structure was tietea in the pre NTP
1994 regime. But it is already seen that post NE®LIut before NTP 1994,
the Government allowed the private sector, selelstivin mobile
telecommunication services in the country positigni mobile
communication as a value addition to the existargdlline communication
service. But, it was not materialized as the mattas taken to the Court by
the failed bidders and was awaiting adjudicatios. MTP 1994 came as a
specific policy declaration of the Government thdidn telecommunication
services market became a duopoly market in mobiéEdmmunication. The
Supreme Court adjudication also endorsed the NT®,1faving policy
making space to the Executive.

With subscription to the Telecommunication Protoaod the commitments
under Reference Paper, India moved fast and intextiseveral liberal
measures. Most of the measures introduced hadréxe dr indirect effect of
bringing changes in the market structure. The maskacture broadened to
duopoly and thereafter to oligopoly and competitiencompassing all
segments of telecommunication services market. ds wnade possible
through licensing of private companies in the respe segments. But, a
discriminatory policy favouring the private compasiwas followed in
granting licenses, in the guise of attaining eqtitythe telecommunication
services market. The Public sector companies MTNd BSNL (before
formation of BSNL, the Government arm DoT) were verged from
entering into the mobile telecommunication servitesket, so as to provide
a breathing space to the new private mobile segemmpanies and also to

create a so called level- playing- field for thavate companies. This
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discrimination was done away with the new policyNFP 1999 that was
declared after subscription to GATS to enhance @titapn. It was the
beginning of corporatization of DOT so as to tal&ya government control
from service provisioning. It was to bring in corpte control and
commercial wisdom in the so far government corgwblisector. Thus,
duopoly mobile segment became an oligopoly. Furthgmper the definition
of ‘service’ by GATS, a service provided under gwoweental authority
would not come under the purview of GATS. Therefoexit by the
government arm from service provisioning was impeeafor the GATS

provisions and also to ensure independence of TRAlregulator.

NTP 1999 was a revival package for the telecom isencompanies
financially tired of cut- throat competition by bging in revenue sharing
regime in place of fixed licence fee regime. Busea off provision enabled
the government to move to oligopoly market and cetitipn market from
duopoly. The hitherto debarred PSUs were allowedffier mobile services.
The telecom penetration/teledensity soared higlir tive spread of wireless
technology. What could not be achieved for more tloaur decades became
a reality within half a decade post- NTP 1999, las imarket structure
changed from monopoly to competition, in the po#&TS subscription to

telecommunication protocol.

The Indian government’s monopoly on telecommunicetiindustry failed
to develop and provide cheap, reliable, and sththesart communications
systems inclusively for the population of the coyntNew technological
developments soon rendered this monopoly systemgeliarobsolete. It
became imperative that India adopt a pro-competitivegulatory
environment for the spread of telecommunicationnseguently, India had
to commit to the principles set out in the Refee®aper and GATS of
WTO. The monopoly tumbled and moved to duopoly &nereafter to
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oligopoly and Oligopoly finally giving way to compigon, as a result of

these international commitments.

As the market structure broadened and competitmaresi higher more
companies came to service provisioning. Competitegme was getting
entrenched where demand and supply factors operatedjing tariff
reduction. Competitive tariff packages which had bearing on the cost
structure were declared frequently by the compefings with the sole
objective of broadening the customer base as ataeh time of usage is
money. Telecom companies tried to expand the custdmase both by
getting into the green field of acquiring new cusérs and also by weaning
away existing customers of other operators. Further mobile
communication there is no concept of dedicated ditteer than an activated
sim card. Time sharing and increased time of usagdd bring revenue to
the company. Even though the year 2008 licenseg wancelled and the
number of operators came down to the level of Qlajp the tariff
competition continues in the Indian telecommunaratmarket as a result of
the structural changes. At the time of subscription GATS, basic
telecommunication services market in India followegnopoly market
structure, but it was broadened to embrace grgmtdicipation of market
participants increasing competition. Such compmetitivould have naturally
moved to a consolidation process. But, as alreadn sand explained in

detall, judicial intervention in 2012 suddenly bgbdi it back to oligopoly.

Research Question 3: How successful the domestic policy makerswerein
reducing the pace of inevitable transitions?

The domestic policy makers were successful in nedgutche pace of
inevitable transitions. Immediately after the inde@ence of the country, the

model of growth opted by the Government of Indiaswhat of a mixed
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economy with socialist bend. Hence, the Governnpeainoted large-scale
state-sponsored industrialization. Such a modedentralized planning and
allocation of resources for development was enmeioas the only solution
to the centuries of poverty and backwardness tochwhine country was
subjected to through warring local kingdoms and ssghient colonial
domination. The public sector was destined to @asentinel role in the
development of Indian economy. It was true of tkeéedommunication
services sector also. All functions including cap@éccumulation, resource
allocation, investment, geographical spread of stwent, choice of
technology, pricing of telecom service, demand (@ednfor telecom service
was discouraged positioning it as avoidable luxang later by including
mobile communication under one by six scheme obrime Tax Act, 1961)

and supply were controlled by the government massigin

It is already seen that the DoT and its staff eejpbthe benefits of absolute
power in the telecommunication services segmehrdia due to the fact that
from policy formulation to provisioning services medecided by them
without any competition. Further, the telecommutitca manufacturing
segment was also under the Government control tiwilformation of C-
DoT in 1984. DoT was a monopoly and monopsony atgame time in
India. Corporatisation of the service provisioniagn was decided by the
Government in principle in 1986 but could not geadh further to MTNL and
VSNL. It was because of the heightened objectioomfrwithin the
administrative system, strong trade union presauck political influence. It
could be completed only with the formation of BSML2000 (a decade after
the initiation of NEP 1991), as GATS provisions mhated that governmental
authority shall not provide a service that fall endhe GATS. As the
government took a U-turn from the socialist thosgimd centrally planned the

development path and as there was no alternatiiieciame imperative to
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revisit the past abandoned projects of corporatisator bailing out the
crashed economy. It was accelerated by GATS.

In 1992 the Government allowed private sector emtrymobile services

considering it as VAS unlike other countries takings basic services. But the
first mobile communication took place only in 1984%d its commercial launch
was further delayed till 1997 due lack of a specifpolicy for the

telecommunication services sector. The move taditzation was obstructed
several times in several ways, but WTO commitmeatapelled the country
to stay in course without any deviation, even thodgclarations featured the

forward movements.

As already seen, GATS stipulated that servicesigeovunder governmental
authority could not come under WTO-GATS. Hence,@m¥ernment of India
readied itself with the willingness to corporati2eT and disarm itself from
the burden of providing services. It could not bhieved as the bureaucrats/
technocrats feared loss of entity. Finally, the &ament breaking all customs
and procedures appointed Mr.Vinod Vaish IAS, pusslyadministrator to be
the Member (Services), the top most post in thedah Commission. He was
entrusted with the task of corporatization of Ddiereby converting the 143
year old department to a corporate body. Corpeattatis of DoT to BSNL was
delayed by a decade even after NEP 1991.

An independent regulator needed to be establishddrihe Reference Paper
to Telecommunication Protocol of GATS. In hasteyas brought in through
an Ordinance and finally the Act was passed forestablishment of TRAI as
a statutory body in 1997. TRAI had several fundiarcluding regulation of
competition in the telecommunication services secfo turf war erupted
between the technocratic bureaucracy in DoT andITR#vas highly pitched

because, until the formation of BSNL in the yeabD@0DoT itself was a
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service provider. The bureaucratic position thalATE only a body formed
by the government and DoT is Government itself tbokh the entities to
Court. Finally, the adjudication powers of TRAI weclipped and TDSAT
was formed in 2000 by amending TRAI Act. Such dispuin fact delayed
speedy liberalization process and proved the Idcklarity of our policy

framers.

TRAI was not an independent body as desired bySingreme Court or as
required under the WTO. Under section 25 of the thet Government has the
power to issue binding directions on TRAI. Furthender section 35 of the
TRAI Act, the Central Government reserves powemtke rules on various
subjects and such rules are binding on TRAI. Besi@iRAl is funded by the
Central Government. TRAI was given a role of anisahbut the Government
was empowered to overlook the advice. TRAI was earently ignored by
the government while taking major regulatory oefising decisions. TRAI
order inAircd Digilink v. Union of India that greater access to the fixed line
networks should be allowed to the private operaadded fuel to fire. Further,
TRAI prevented DoT from encashing bank guaranteergiby the private
operators on their failure to pay the fixed licerfee prior to the regime
change through NTP 1999. Such pro-competitive atewsof TRAI created
problems for the entity. The DoT’'s deep rooted huceatic control and
uneasiness in forming an independent new statiiody created problems in
the initial stage of TRAI formation despite cleaentands even in the
Loksabha. Finally, Government yielded by passingAlTRct in 1997 and
formed the statutory body. Later, by TRAI AmendmaAat 2000, its powers
were clipped by creation of TDSAT.

Government policy of making maximum revenue frorfedemmunication
services at various levels is in fact at fault li@@vernment was trying to use

telecommunication as a solution to plug its hugeget deficit. In 1999, as the
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industry itself was sinking, causing irreparablendge to the image of
progressive liberalization, the government offeeedrade off whereby the
license fee regime was shifted to revenue shaimgje@d of a fixed huge
upfront sum) and the existing private operatoreagito increase the number
of operators in the market. Thus, during 1995- 199@com penetration was
nominal and competition did not bring out its feuds the industry and the

companies were ailing severely due to the flaweatipes of the government.

However, the Government took it up as a missionléar all waiting lists
and to provide land phone on demand by scalinghepirnvestment. The
level of investment in land line was so huge tinaiKerala alone during the
period between 1990-91 to 2000-2001 number of exgpbsincreased from
241 to 988 whereby the capacity increase was froh?2,315 lines to
26,90,584 lines. But as the wireless world increglyi conquered the fancy
of the aged as well as the young, abandoning lereddonnection became
the order of the day. Just because a part of dpedlevorld had achieved
near total teledensity in their country with landel India which had
decided to move to the world of wireless investadher heavily in the
landline segment was instead of concentrating taece resources in the
cost effective wireless segment is a lack of vidioat paralysed the faster
telecommunication development of the country. Thesestments are
turning idle. This confusion of technology accegtacaused a costly delay
in mobile roll out and penetration, over and abossting scarce resources

on a technology nearing the end of its life cycle.

Even though liberalization efforts on telecommutsa was already in the
offing, along with the Uruguay discussions, it wdsfinitely shaped,
concretized, accelerated and made a reality wherduming back was
possible under the given circumstances improving tuality (network
quality- clarity of voice and high speed data tfanand lower call drops) and
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guantity (radical improvement in teledensity andeager geographical
coverage) of telecommunication access, with the SAdccession of the
telecommunication network of our country. Prognesdiberalization is the

goal of GATS. Here, it implies that liberalizati@fforts are unending and
scope for further liberalization remains in futulrewrther, once a commitment
is given to the international community through sisbedule of commitments,
the Government could not roll back as it might leadlaim for compensation
from a trading partner who might have acted onstinength of faith in the

international agreement.

From the time of initiation of telecom reforms inet country, several pull
factors decelerated the process of liberalizatioreduced the pace of opening
up the sector to competition. In spite of all theke strength of international
commitments ensured that the country did not deviedm continuing its

liberalization efforts.

Recommendations

Utilization of USOF for universalizing tele-accessa country like India, is to
be ensured. Gray areas in the implementation of RJSfvisions and lack
of political will have caused greatly to rural urbdivide. Providing real
connectivity to rural and unreachable territoriégmidd be ensured under
USOF. India, much ahead of many countries in sgagence, may utilize
more of satellite technology for ensuring telecooeess to difficult areas
like Laksha Dweep, Andaman and Nicobar IslandsiiNBastern territories,
dense forests and deserts. It is especially redjdve a nation like India
where divisive forces are strong and the geographierritory to be
administered is vast and diverse. The trend oizutg satellite technology
for the better transmission of communication signslalready found. Bharti

Airtel, the biggest telecom brand in India has pased a minority stake in
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OneWeb, a consortium comprising Qualcomm, CoCo-C¥legin group
and Airbus among others, which aims to provideratible broadband to all

parts of the earth through satellites.

In the initial stages of competition in the telecoomication services sector,
each company started building up its own infrastmgc It was seemingly
unavoidable during those times as there was na uls@n of future and a
policy on sharing of infrastructure was lacking.t Bucumstances compelled
the companies and the government to think on shafimfrastructure. Every
operator company is not required to erect towers lag independent OFC
throughout the territory. The available towers da@ shared by other
companies and thus reduce expenses on the onargldearn an income for
the other side. Thus, operational expenditure eabrbught down and thereby
competitive tariff can be offered to the public.cAmprehensive policy on
sharing of infrastructure should be framed for pstng and avoiding the
national waste of duplicating infrastructure. Imet®m industry, sharing of
infrastructure takes place even now, but a commsae policy involving all

stake holders — both private sector and publioseatould benefit the country

greatly.

It is seen that tele- access is great in ensuno@lsinclusion of marginalized
groups and also helps in ensuring balanced regamadlopment. It increases
communication facility and improves the knowledgeel of the masses. In
this backdrop, the corporate sector in India mayaben into confidence. If
any corporate body assist the Government/ NGOsentified marginalized

group in ensuring tele-access or make it cheaperthem, it should be
considered that the corporate body has fulfiled @orporate Social
Responsibility (CSR) under the Companies Act 201t3.is important

especially because CSR has become mandatory ia. litdiwill help in

identifying and filling the gaps in the digital iad Another option may be that
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the government may set up a special fund, to warghone may contribute
including the corporate sector as part of fulfilhehn their CSR obligation.

This fund may be utilized for subsidizing handgetshe poor and in offering
free/subsidized internet facility, for promotingdapopularizing data usage.
Telecommunication in the new scenario cannot bdrices] to voice

transmission. Data transfer is going to occupy gpnshare of tele-business.
Just as USOF was created and utilized for spreaatingss provision to rural
areas, this fund may be used to spread subscrib@nectivity/improve

teledensity by bringing the marginalized groups the advantages of
communication. It would popularize use of tele-datanections and further
improve teledensity as the poor - those cannotrdiffa handset/data

connectivity - may come to the telecommunicaticenseio.

More countries are permitting voice over internedt@col (VOIP) from
telephone to telephone and the Internet. VOIP cad&e the entire world as
one local area and the calls — whether interndfimaizonal/local- become
dreamingly inexpensive. It is not freely granteddem the Indian laws,
seemingly for protecting the voice revenues of tasting telecom
companies. Future of telecommunication is not ngemel ensuring voice
communication access; it goes to data traffic aalli&/ Added Services. India
is already late in bringing in a broadband poliog &en now the speed limits
specified are below par the comparable internati®tandards. Further
promotion of VASs would help the growth of teleconmitation services

sector.

As India is a signatory to the Protocol on Telecamimation, the members of
the treaty expects the country to commit fully be treference paper of the
Basic Telecommunications, negotiations on ensurirgmpulsory
interconnection, independence of regulator, dispesolution machinery,
transparency, full commitment on FDI, in additian gartial acceptance of
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several other demands of the reference paper angetitive safeguards. As a
ground reality, India has allowed 100 per cent Flitlecommunication and a
trouble free interconnection regime. But, India has committed itself so to
the world body. It shows that India is extremelyta@us in committing itself

to the international body in spite of the fact ttte¢ same is already allowed
here. It may be good to gradually offer the grouedlities at least to the
member countries for obtaining increased benefitenfthem under the

Request — Offer Approach of the GATS protocol dade@mmunication.

The nature of telecommunication services Industvizich is technology
oriented and capital intensive does not promote ie a competitive market,
but rather an oligopolistic market. Under such aketacondition, there would
take place, mergers and acquisitions, which woelg Bmaller firms to exit
the market in case of infeasibility. But, at thensatime, if a smaller firm
wants to continue in the market, it can do so lenidying a viable niche
segment of operation. MTS India of SSTL concentraia data traffic in
Kerala for example. Further, backward integratiomifird integration of
firms, if taking place, it would promote the telemmunication manufacturing
sector as well as the service sector to offer enérnd solutions for the
subscribers and bundling of services from own smirdlerger of licenses
would enhance spectrum availability which in tund avould improve quality
of speech and reduce call drops. As MNP is alréagiemented, it would not
adversely affect customer connectivity/ preferenttesas the feature of MNP
that enabled the Indian telecommunication subswibE smooth transition
on cancellation of 122 licenses by the Supreme tdow2012. As the MNP
feature is enhanced recently to cover any circle amy operator, it would
enhance competition in the market. Even though M@&Heure has enhanced
competition in the telecommunication services sedtchas shown its ugly

head also. Aggressive marketing by operators be¥ti® led to customer
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addition and teledensity improved greatly. Furtbempanies vied with each
other to enhance teleaccess from place to placeh \MINP feature,
competition was reduced to weaning away existingtazuers of the other
operators. It does not improve teledensity as #ffeenarket expansion does
not take place in tele-India when existing cust@savitch from one operator
to another. Still the feature of MNP has added evétuthe telecommunication
sector as it respects the choice of customershignblackdrop TRAI should
take the lead to ensure that MNP does not take atvayspirit of real
expansion of telemarket from the marketing strafegys of the companies.

Non-availability of adequate spectrum bandwidtlansissue for operators in
the country badly affecting quality of service. &pem, considered as a
national asset is held by the Government of Indigence to use spectrum is
auctioned to the operators for a period of twerdgrg. For small operators,
part of spectrum taken by them remains idle, witehers struggle with
available spectrum to provide quality service. he tgovernment permits
spectrum trading by the operators, it would helméi with surplus spectrum
to generate income and others to provide bettercger In USA, spectrum
for broadcast is managed liberally owing to the lipulmterest component
involved. But in India, it is managed and contrdlley the Government for
enhancing its revenue and to bring down budgetitiefihe Government of
India has cleared the proposal for sharing of spettBut, it is still subject to
several restrictions/conditions. Spectrum leasimgot yet allowed and a
policy in this regard is awaiting now. This is amat instance for the delay in
framing liberal policies costing heavily on the @gth telecommunication
services in India. Restrictions on holding spectrioave adversely affected
M&A in the telecom sector in India. Further, aggies pricing of spectrum
has made telecom operation unviable for severatatgs. It may be good if

the government adopts a stable pricing strategyvikighted average pricing
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for spectrum and entrusts the task of pricing tpeets in the field. Rules on
spectrum (being the monopoly resource held by tempment) will have a

direct impact on the telecom market structure endbuntry.

With the 2007 recommendation of TRAI on eliminatthg cap on the number
of access service providers in a service area’ isdcceptance by the
Government, 122 licenses were issued in 2008. Hemygaursuant to the
judgment of the Supreme Court, Br. Subramanian Svami Vs. Union of
India & othersin 2012, these licenses were quashed. Thus, 088 @ 2012,

it was competitive regime that was in place in &dihereas prior to that it
was bridled competition or managed competition agnanfew operators
which was in fact oligopoly. With the landmark judgnt of cancellation of
122 licenses, India swung back to oligopolistic ke&iin telecommunication
services. Telecommunication services industry ipitah intensive and
technology oriented. Further, communication techgplundergoes changes
faster with the integration of computer technolegth optical fibre network
for transmission of data. As technology undergoaprovements/changes
(existing technology becomes obsolete faster) mexgstment is required for
maintaining the expected quality of services. limpant of assets is greater in
the industry due to several reasons. Due to tlaesger§ cost of maintenance in
the industry is huge. Therefore, the industry i$ mwe fit for competitive
regime as competition would entail reduction irl chhrges for the customers
while providing world class service of superior lifyaWe have been victims
of monopoly service. Hence, both the extremes efdbntinuum does not
augur well for the industry. As economists point, @iduopoly is always in
the danger of swinging to monopoly due to take dyethe stronger whereas
an oligopoly is considered safer in these industil@umstances. India has
safely landed in the oligopoly sphere and therelevaiso be the dangers of
takeover, merger & acquisitions as in any indus¥sgt, it would remain a
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better market structure provided the regulator aschvul of the possibility of
cartelisation among the players. TRAI has to wank association with
Competition Commission of India (CCI). Governmehtralia have to initiate
legislative steps to eliminate the possibility ohflict between the two entities

in managing competition as already done for théipgrsector.

In India, the Government has not come out withasifde exit policy for an

investor who over the 20 year period of licensddsuup huge infrastructure
and develops a customer base. On expiry of 20 {feanse period in

November 2014, the Loop telecommunications in Mundecided for a

slump sale (of three million customers and 250% phwers and equipments
for a price of about 700 crores), including its tonser base and tower
installations at a fixed price to Airtel, which wasevented by DoT, saying
slump sale was not allowed under telecom policyth&tsame time no feasible
option is given in the existing telecom policy. thar, TRAI objected sale of
customer base to another company and that it waslat@ry that customers
be intimated to take their option of operator tiglo®NP. All these happened
at the closure of license period of 20 years amdetkisting telecom policy
failed to rescue the situation. During the peridbdhes uncertainty competing
operators made life very difficult for the exitingpmpany by barring all

incoming calls and incoming SMSs for pressurisingh telecommunications
to settle their dues first. It impacted troublesfreterconnection in the country.
Finally, the largest and the first operator in lambai circle had an exit
which no investor would desire for. Hence, a wddnped and investor
friendly exit policy should be framed without anglaly for a successful
telecommunication services industry and its madteicture. Because the
success of any market structure depends on ity antt exit options. The
company had expected a ‘natural extension’ of Beefor another ten years
and fought for it in TDSAT and was let down. Thd@harthi Airtel came
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forward for a lump sum payment if it would be ansfusale including the 3
million customer base, which was not allowed by TRAd DoT. Thereatter,
no operator came forward for the tower assetsjlitiab and employees of
Loop telecommunications. Loop had an ignoble exé tb the lack of a timely
exit policy in the industry. As the market struetuof the industry is
administratively guided and determined, it showdadequately supported by

policies framed in time.

Government of India introduced a proposed CommtinicaConvergence
Bill, in the Parliament in the year 2001, with tbbjective of establishing a
new “converged” regulatory framework to promote adeévelop the
communications sector (including broadcasting, ctalemunications and
“multimedia”) in the modern environment of increasi convergence of
technologies, services and service providers. TihgpB®poses to repeal and

replace existing sectoral laws, including:
(@) thelndian Telegraph Act, 1885;
(@) thelndian Wireless Telegraphy Act, 1933;
(b) theCable Television Networks Regulation Act, 1995;
(c) theTdecom Regulatory Authority of India Act, 1997.
The major objectives of the Convergence Bill are:

(d) Facilitating development of a national comneations infrastructure, in

order to provide a wide choice of services to corexns.

(e) Establishing a regulatory framework that adses the convergence of
technologies, and defines the powers and roles sihgle regulatory
and licensing authority for broadcasting, telecomications and

multimedia.
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() Establishing a basis for codes and standandsrbadcasting content.

The new regulatory body proposed is known as thenr@onications
Commission of India (CCl). CCI replacing TRAI wouliecome the sole
regulator of the broadcasting, telecommunicatigmsraultimedia sectors. The
Convergence Bill is pending in the Parliament fanember of years. In the
world of technology convergence is already takecgl It should be managed
and promoted under a comprehensive law and ther@oeat, even though
aware of all these has not cleared the law. It Ishba taken forward fast as
telecommunication sector per se does not grow darthan improving
teleaccess. Instead, in the modern technology@mwient, telecommunication
should be enabling tool for improving the standamislives. Such a
comprehensive law would enable the country to theecurrent technology
realities and promote integrated M&A events invotyall these fields.
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