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place until there is a basis to conclude that effective market forces will

sufficiently constrain IPLC rates.

One of the ILDOs commented that the market forces should be allowed a free

reign such that price is a function of market demand and supply. But the

regulator should ensure that the operators who hold significant capacities

(bottleneck facilities) do not resort to restricting bandwidth supply thereby

artificially inflating prices. Accordingly, the regulator should ensure easy

access to bottleneck facilities such as landing stations owned by the

significant operators.

The incumbent was of the view that market forces should be allowed to

decide the price and thus there should be no price regulation of IPLC.

Further, VSNL was of the view that any effort to regulate the market will

hamper investments and hence the growth. They also believe that it might

introduce rigidity in offering packages to the customers.

The incumbent is of the view that IPLC prices in India are likely to fall by 30%

over the next 12-18 months with increase in supply.

VSNL has submitted that IPLC price constitute a very small proportion of the

cost structure of IT, ITES and Broad Band services.

(b)	 Whether the reduction proposed by the Authority is adequate, less
than adequate or too high.

One of the ILDOs submitted that, the proposed tariff ceiling for El circuit of

Rs.12 lakhs per annum seems very aggressive and more realistic level

should be 15% to 20% reduction on the current tariff of VSNL. Similarly the

multiple of 8 times of El ceiling price proposed for DS3 capacity should be

revised to 11 times of El based on international practice

One other ILDO was of the view that the reduction in tariffs proposed by the

Authority is impressive. However the tariffs for the half circuits should be

made more attractive than in those countries competing with India in

BPO/ITES sector. This is absolutely necessary to create an attractive
business atmosphere.

One of the standalone players in telecom services submitted that while the

cost+ method could be adopted to work out the prices for different Circuits,
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they require deep understanding of network economics, and modeling

assumptions are subjective.

LRIC would more accurately reflect underlying service economics and will not

protect inefficient incumbents.

Lower prices are observed on routes where bandwidths demand and hence

supply is abundant.

The capacities existing in various markets have resulted in the creation of

'hubs' (e.g. Hong Kong, US, UK) and 'spokes' (e.g. Thailand, Indonesia,

Brazil). The prices between hub to hub will be lower than hub to spoke or

spoke to spoke.

Prices also different according to routes.

The methodology in the Consultation Paper is incorrect because it takes both

capital recovery of 28% and asset life of 18 years

Costs differ for owned and consortium cables, both for prevailing costs and

for incremental costs.

There is little flexibility for changing prices for consortium cables.

Comparison with international prices is not correct because these prices

reflect bankruptcy and write down of assets.

Section III

Comparison of Indian IPLC tariffs with Benchmarks

i)	 Comparison with List Prices

The tariffs prevalent in India for IPLCs were compared with international

benchmarks, and with the cost based estimates arrived at using cost data

available in the separated accounts of VSNL.

Through intensive interaction with domestic and international experts, the

Authority examined various aspects of International lease prices for bandwidth

including international benchmarking exercises, trends in the cost of cable

construction for sub-marine network, market structures in various countries

where prices are competitive, the regulatory environment governing the IPLC

sector etc.
































































