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     29th December,  2006

Shri Nripendra Misra,

Chairperson,

Telecom Regulatory Authority of India,

Mahanagar Door Sanchar Bhawan,

Jawahar Lal Nehru Marg,

(old Minto Road),

New Delhi – 110002.

Sub:  
Response to Consultation Paper No.17/2006 on ‘Infrastructure Sharing’

Dear Sir,

We are pleased to enclose herewith our response to the issues raised by TRAI in the above Consultation Paper.

We hope the Authority will take our views into consideration while coming out with its recommendations on the subject.

Thanking you,

Yours faithfully,

DILIP SAHAY

ADVISOR 

Encl:  As above

Copy: 

Shri A K Sawhney, Member, TRAI
Shri R K Arnold, Secretary, TRAI

Shri S K Gupta, Advisor (CN), TRAI

Shri M C Chaube, Advisor (FN), TRAI

Dr. M Kannan, Advisor (Eco), TRAI



Shri Sudhir Gupta, Advisor (MN), TRAI
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AUSPI RESPONSE TO TRAI CONSULTATION PAPER NO. 17/2006 DATED 29TH NOVEMBER, 2006 ON INFRASTRUCTURE SHARING

Introduction

Telecommunications infrastructure sector is traditionally characterized by huge irreversible investment. Often telecommunications infrastructure investment is a high risk undertaking. This situation is made more unpredictable by the rapid introduction of successive generations of new technology. Infrastructure sharing in such a situation would be a win-win situation for participating operators.

Though the passive infrastructure-sharing concept reduces Capex and Opex initially for almost all the areas for setting up of the network, it has certain restrictive aspects with the sharing, as has been clearly brought out by the Authority and may reduce the competitive spirit of the service providers.

However, in some of the areas in the country like Cantonment, Defence Zone, Lutyen’s Delhi Area and some areas in Mumbai, national park, forest zone as specified in the Forest Act etc, where acquiring of sites is extremely difficult or not possible in many cases, there is no substitute to passive infrastructure sharing.  Identification of these critical infrastructure sites by TRAI would help to improve quality of service of the networks of the operators and benefit consumers.

The Consultation Paper also mentions the idea of Mobile Virtual Network Operator (MVNO).  As a concept, MVNO is fine provided it acts like a franchisee model so that it is left to the licensees to appoint any franchisee. 

ISSUES FOR CONSULTATION

1. Is there a need to mandate or promote passive infrastructure sharing through policy intervention?

AUSPI is of the view that there is a case for promoting infrastructure sharing. However, we feel there is no necessity of mandating or any policy intervention with respect to the infrastructure in urban areas. However, in rural / underdeveloped areas and critical infrastructure areas, there would be need of mandating & also of policy intervention.  In view of the restrictive features of infrastructure sharing, it should be left to the operators to work among themselves for sharing of the passive infrastructure.

2. a) Is there a need of defining critical infrastructure (CI) for the purpose of passive infrastructure sharing? If so, what shall be the basis to identify Critical Infrastructure? Which agency should identify critical infrastructure?

There is a definite need to define Critical Infrastructure (CI). This could e.g be defined as those areas where getting permission for putting up towers and backhaul connectivity is very difficult, like Cantonment, Defence Zone, Lutyen’s Delhi Area, national park, forest zone as specified by Forest Act, some areas of Mumbai etc. 

3. b) Is tower structure in identified critical Infrastructure areas be set up by third party infrastructure providers like IP- I and shared between various service providers or left to the market forces?

Tower structure in identified critical infrastructure areas can be set up by the service providers as well as infrastructure providers.  There is no need to mandate ‘who should set up tower infrastructure.  Sharing of the tower should be left to the service providers to mutually arrive at a solution even if the tower infrastructure is put up by IP-I.

4. Presently back haul sharing is not permitted as per licensing conditions. Since sharing of back haul optical fiber and radio link from BTS to BSC will be very useful for deeper penetration and coverage, would you suggest suitable modification in licensing conditions?

Any modifications in the licensing conditions permitting service providers to share backhaul optical fibre and radio transmission links from BTS to BSC should be carried out in the License agreement by the Licensor in the Critical areas. 

5. In your opinion, is there a need of regulatory intervention to encourage active infrastructure sharing?

We consider that license conditions should not be an impediment for sharing. In the critical areas where passive infrastructure sharing is permitted, mandating of active infrastructure sharing & necessary regulatory intervention would be required. Regulation to promote infrastructure sharing will help in faster roll out, deeper penetration in unconnected areas and escalation of teledensity.

6. In your view whether you consider active infrastructure sharing as pre-requisite to MVNO? If so, suggest future course of action to encourage MVNO in Indian market?

As a concept, MVNO is ok, but to begin with, it should be left as franchisee model to access service providers as permitted under the license agreement of Unified Access Service Providers.  Going forward, a suitable framework for regulating operations of MVNO should be prepared.

7. What other modes of active infrastructure sharing will be useful in Indian scenario and suggest actions which you feel necessary to encourage such sharing?

In addition to answer above, all elements of network infrastructure be permitted to be shared between operators with mutual consent. 

8. Do you feel the need to bring appropriate legislation/ amendment in licensing conditions to encourage passive infrastructure sharing?

There is no need to bring in legislation or amendment in the licensing conditions to encourage passive infrastructure sharing.  This should be left to the mutual agreements among service providers. However, in critical areas sharing of passive infrastructure needs to be mandated. 
9. Do you feel that active infrastructure sharing be permitted by modifying the existing licensing conditions?

All necessary changes as discussed above be carried out for sharing of active infrastructure. License should not become an impediment.

10. Would any potential competition concerns arise with infrastructure sharing? If so, how would such competition concerns be addressed to ensure that there is no adverse impact on consumers’ benefits in terms of choice of service providers, access, availability of services, range, quality of services and pricing?

Competition between network operators is achieved through:

1) Quality of Service: providing a technically high quality network, increasing market position by elimination of technical flaws such as poor speech quality, service availability.

2) Good coverage:  extending the network to cover a larger area and more public areas than the competitor and ensuring seamless mobility.

3) Subscriber Services: offering an extensive services package that is more adapted to market requirements and offers more content / choice than the competition.

4) Price : the operator that can offer the best affordable price will have the largest market share.

We feel that Infrastructure sharing has been associated with increasing concerns over competition. However, it is felt that this will not impact adversely on competition levels nor will it adversely affect the quality of service provided to the consumer.

Infrastructure sharing will increase the level of competition.  This will translate into overall benefit to the subscribers if sharing of both passive and active infrastructure is allowed.

11. What benefits are expected to the subscribers by infrastructure sharing and how these can be monitored?

Subscribers will benefit from infrastructure sharing in a number of ways. These can be:

1) The expected cost savings from infrastructure sharing would result in a more enhanced and cost effective services to consumers. Operators would be able to use cost savings to develop more innovative products and services for consumers apart from reduction in tariffs. Competition with respect to service provision would be expected to be significantly more intense as operators substitute competition at the infrastructure level with competition at the service level. If the Government is concerned about the development and growth of mobile data rich services, then this is clearly a more appropriate framework to achieve such objective.

2) Competition in the mobile service market will be more intense as more operators will have access to the necessary infrastructure from the outset. Therefore, the first operator to have access to infrastructure will not be able to maintain a monopoly position in the market. Nor will operators be able to use coverage quality as a differentiating factor. It is clear therefore that operators will seek to differentiate themselves in the market through the rapid roll-out of innovative products and services rather than geographical coverage.

3) Alongside service competition, increased price competition is expected. Average service and product prices for consumers would be expected to be lower in sharing than in non-sharing environments.

4) Infrastructure sharing would benefit new entrants, which in turn would further increase competitive pressures. Building a new network would represent a significant additional expenditure for any new entrant and would significantly reduce its financial viability, especially as it has to be assumed that such a new entrant would only be able to command a relatively small market share. The possibility of infrastructure sharing, therefore would aid the launch of a possible new entrant and further enhance the competitive environment.

In summary, infrastructure sharing would neither impact adversely on competition levels nor would it adversely impact the quality of service provided to the consumer. However, it is to be ensured that benefit of infrastructure sharing due to reduced capex / opex and competition pressure results in low tariffs to the end user.

As a part of ongoing compliances, all the operators are required to submit accounting separation reports which include a portion on network related aspects. Apart from this, operators are also required to submit AGR, License Fee and Spectrum payment details i.e, the entire data on operator’s performance, network, tariffs etc. are periodically filed with TRAI. This collectively will adequately arm DOT/TRAI to monitor the tariffs, QoS parameters, etc. The same can be employed to ensure that the above benefits accrue to the subscribers in the right manner.

12.
Please comment on measures and incentive schemes discussed and suggest steps to popularize infrastructure sharing in telecom sector both urban and rural?

In case, the said infrastructure is deployed in rural areas, over and above USO subsidy, the concerned service provider should get deduction of the revenue earned from wireless subscribers in such rural areas from the gross revenue for the purpose of calculating ADC as a percentage of AGR. Presently only wire line rural revenue is allowed as a deduction. 

Further the revenue derived by the concerned service providers if providing services in rural areas by riding the infrastructure created by 3rd party, should be excluded from the AGR. 

USO Fund has already embarked upon an infrastructure sharing tender which interalia seeks to ensure providing subsidy to IP-I and UAS providers for installation of sites and required infrastructure, which will enable mobile operators to provide services in rural areas. In order to incentivize the operators further, some concessions in form of reduced tax, free spectrum for a limited period, availability of land at concessional rates, subsidized electricity, etc should also be provided. 

13. Suggest innovative schemes to provide incentives for use of non-conventional sources of energy especially in rural areas?

Some of the ways of providing incentives for use of non-conventional sources of energy especially in rural areas are:-

· Providing financial incentives by way of reduced levies/ duties on the equipment bought.

· Provide tax incentives to the operators.

· Provide land at concessional rates.

· Wherever there is no electricity, the Government should provide free solar cells from USO fund to run the mobile services. 

· Incentive for backhaul services including usage. 
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