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Competition:

• Most efficient and equitable mechanism available for organizing,
operating and disciplining economic markets. Maximizes benefits to
society by:

1. Allocative efficiency

2. Productive efficiency

3. Dynamic efficiency

• Perfect Competition: An ideal text book condition of competitive
market. The prerequisites are:

1. Large number of buyers and sellers: Everybody is price taker.

2. Free entry and free exit

3. Homogenous product

4. Free flow of information

• Not likely to materialize in real life. Effective competition and
concept of contestability useful in dealing with real life situations



1. Market power

2. Asymmetry of information

3. Externalities

4. Public Goods

• Why to regulate?

1. To avoid market failure

2. To foster effective competition

3. To protect consumer interest

4. To increase access to technology and services

• Overall purpose: to ensure level playing field.
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Market Failure: Need to Regulate
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The Journey so far:

• Telecom as Natural Monopoly

• Telecom services by Government departmentally or through
public/ government companies. Acted as policy maker, regulator
and operator.

• Liberalization and privatization

• Movement from public Monopoly to Multi operator scenario

• Separation of Policy making, Regulatory and Operational
functions

The telecom landscape worldwide has changed beyond recognition
in last three decades.
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• Government as Policy Maker

• Independent sectoral regulator

• Multiple service providers including the incumbent public operator

What we have in India?
• India completes two decades of sectoral regulation

• TRAI established in 1997

• Telecom Disputes Settlement and appellate tribunal

• Department of Telecom: Policy Making

• Multiple Operators in each segment of Telecom Services

• Public Sector Telecom companies

• Legal Framework:

(i)Indian Telegraph Act, 1885

(ii)TRAI Act, 1997

The Contemporary Telecom Landscape



• Phenomenal progress

• Expansion of telecom service sector

• Proliferation of products and services

• Huge expansion in coverage

• Increased availability: teledensity in urban and rural segments

• Secular decline in tariffs

• Level playing field: regulating for effective competition
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Results of the Regulatory Effort:
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Two ways of addressing:

1. Competition Policy : set of tools and policy to promote sustainable

competition through general competition law for the sector, achieve

policy objectives, consumer protection and sustainable development

of the sector.

2. Regulation: aims to prevent socially undesirable outcomes and direct

market activity towards desirable outcomes.

Competition issues
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Ex ante regulation

• It is an anticipatory intervention. Ex ante regulation uses government-
specified controls to :

1. Prevent socially undesirable actions or outcomes in markets or

2. Direct market activity towards socially desirable ends.
• Concerned with market structure

• Ex ante regulation often takes the form of sector-specific regulation.

Ex post regulation

• Addresses specific allegations of anti-competitive behavior or market
abuse.

• Concerned with market conduct

• Ex post regulation often takes the form of competition laws.

The role of competition authorities and regulators: complementary and
cooperative.

Regulation



9

• Market and market definition

• Market power: dominance and SMP

• Barriers to entry

• Essential Facilities

• Common forms of anti competitive conduct

Competition Analysis
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• Abuse of dominant position

• Refusal to supply

• Vertical price squeezes

• Cross subsidization

• Misuse of information

• Customer lock-in

• Exclusionary and Predatory Pricing

• Tying and bundling of services

Common forms of anti competitive conduct
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• Remedies for abuse of dominance

1. Direct remedies

2. Punitive remedies

3. Accounting separation structural remedies

• Remedies for refusal to supply and price squeezes

1. Ex ante resale obligations;

2. Ex ante price floors; or

3. Ex post structural remedies

• Remedies for cross-Subsidization

1. Price floor;

2. Accounting separation

Remedies for the anti competitive conduct
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• Remedies for misuse of information

1. Establishing strict rules for governing the sensitive information

2. ‘Win back’ rules

3. Accounting separation structural remedies

• Remedies for customer lock-in

1. To account the degree of competition in the market

2. To account whether the firm in the question has market power or
dominant position

3. The effect of locking-in arrangements on competition

• Remedies for predatory pricing

1.Appropriate price floor for the affected product

• Remedies for tying and bundling

Remedies for the anti competitive conduct
Contd.
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• Separate statutory mandate but possibility of overlap

• Need to have harmonious construction and interpretation of the
statutory provisions

• Cooperative and complementarily between the roles. The sectoral
regulator lays down the rules of the game and ensures compliance.
Competition authority is expost and market regulator may lack
adequate knowledge of the sector and the expertise.

• TRAI has advisory as well as regulatory function

• Tariff fixation: Extant policy of Forbearance with reporting
requirement

• Qos

Relationship between sectoral regulator and 

competition authorities
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