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Dear Dr. Sarmag,

This is with regard to a recent article in Financial Express dated 15" December 2009, titled
“TRAI moves to curb telecom tariff wars” - attached here for your ready reference.

At the outset, | am deeply concerned that the TRAI is intervening in a sector, at a time when
the market forces are finally showing signs of working. If anything, the TRAI should have
infervened years ago when it was clear that the voice and SMS tariffs offered by operators
were way above the actual costs of providing such services. E.g. the TRAI should have
proactively mandated a pay per second regime and lower tariffs for SMS (closer to the cost)
rather than waited for operators to do so. Now that competition is at work and companies are
making enlightened choices about making tariff offers which, for the first time, reflect true costs
and a vibrant market, it would be highly ill advised for the TRAI to intervene with a view to
stopping further reduction in fariffs — both voice and SMS. In fact, any move by TRAI except to
further reduce tariffs closer to cost would be anti-consumer and patently against its stated
mandate and objectives as outlined in the TRAI Act 1997 (24 of 1997) and subsequent and
wellthought out amendments carried out in 1999.

Here are some specific arguments that the TRAI must consider in view of its recent statements
to intervene in a matter relating to fariffs, citing ‘long term health of telecom sector and to
ensure that it remains aftractive to investors’:

1. The definition of predatory pricing is being distorted:

The allegations made by certain private operators of predatory pricing are obviously
false and misleading. To any informed observer, it is obvious that there are no
predatory price offerings in the Indian telecom market. Contrary to the demands of
well entrenched incumbent mobile operators for a review of tariffs (which may have
presumably resulted in TRAI's public statement to intervene), it should be clearly
understood that India does not have any predatory pricing where telecom fariffs are
concerned. This is because the economics and the market share of the sector prevent
such an occurrence. For predatory pricing fo occur, there has to be ‘abuse of
dominant position’. That, in turn, requires an enterprise with a dominant position
offering such tariffs. The fact is that the Indian market may have well entrenched
operators but hardly anyone would qualify as a dominant operator, and consequently,
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