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06 November, 2009

Dear Shri Sarma,

Subject: Need for an immediate review of SMS tariffs / termination costs in
consumer interest and to protect competition

This is with regards to an article that recently appeared on the front page of The Times of India
on Thursday, 5 November 2009, titled “After call rates, SMS charges may tumble” and on
page 20, titled “Stop cartelization”. (Copies attached).

It seems from the article that the costs of terminating SMS on a network is in the range of 1
paise or thereabouts. It is also clear that the operators are charging from 50 paise to 1 rupee
per SMS. If this is true, then the current tariffs are 50 — 100 times higher than the cost of
terminating the SMS.

Even if the cost of termination is higher than has been stated, it is clear that there is a very
large margin that is available to operators. Equally, that inspite of 7 - 8 operators in each

circle, there is a carteltype behavior which prevents the consumer from getting the cost-based
tariff for SMS.

Apart from the fact that this flies in the face of India’s claims about having the world’s lowest
tariffs, it also shows that there is a very large fat that needs to be trimmed in consumer interest
and with immediate effect. It is not clear why TRAI continues to exercise
forbearance where mobile tariffs are concerned, especially relating to SMS
when your own cost data of August 2006 (IUC charge) represents that the cost
of terminating SMS is a small fraction of what is being charged and in the
face of clear evidence that SMS charges are not reducing despite the high
margins.

Moreover, the forbearance policy of TRAI is self-imposed, and it is under no obligation to
continue with the policy if there is a clear demonstration that there is not only a market failure,
but in fact, operators are working in concert to charge 50 — 100 times higher than the cost of
delivering an SMS.
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