SNEA (I)/CHQ/MOC&IT/2012-14/11
          Dated 20th Nov, 2014.

To

Sri. Ravi Shankar Prasad,


Hon MOC&IT, New Delhi.

Sub: TRAI Recommendations dated October 15, 2014, titled ‘Valuation and Reserve Price of Spectrum: Licenses expiring in 2015-16’.
Ref: SNEA (I)/CHQ/MOC&IT/2012-14/09          Dated 27th October, 2014.

Respected Sir,

In response to the Department of Telecommunication’s reference dated April 17, 2014, the Telecom Regulatory Authority of India (TRAI) has on October 15, 2014, submitted its recommendations on ‘Valuation and Reserve Price of Spectrum: Licenses Expiring in 2015-16’ (hereinafter the “said Recommendations”).

Amongst its various suggestions, the TRAI recommends “that 1.2 MHz spectrum in 900 MHz band should be taken back from BSNL from all the LSAs where licences expire in 2015-16 except in Punjab. In lieu, BSNL should be assigned 1.2 MHz in the 1800 MHz band only in those LSAs where its spectrum holding in that band is less than 3.8 MHz in this band i.e. in Gujarat, Rajasthan and West Bengal” (Para 2.28 of the said Recommendations).
In arriving at its conclusion, the TRAI notes:

(a) that there is no additional spectrum available in the 900 MHz band, and only that spectrum which is the subject of expiring licenses is to be auctioned (a total of 184 MHz);
(b) 900 MHz is a premium spectrum and highly desired by all telecom providers, however alternative arrangements can be made using the 1800 MHz band or 3G spectrum (neither of which however, are perfect substitutes);
(c) The quantity of spectrum in the 1800 MHz band available for auction (a total of 104 MHz) is insufficient to guarantee spectrum to those who cannot purchase spectrum in the 900 MHz band.
(d) Some incumbent licensees of the 900 MHz band do not have 3G spectrum.
(e) This may lead to situations where (i) some incumbent providers will not be able to continue providing services, or (ii) even if they do successfully bid for the spectrum in the 1800 MHz band, will require further investments to maintain network penetration (due to the qualitative difference in the spectrum of the 900 and 1800 MHz bands) and this may also cause inconvenience to the consumers.

(f) That based on the above, there is a need to ensure greater amounts of spectrum in the 900 MHz bandwith are made available for auction.
(g) The fact that the incumbent private telecom companies will not be guaranteed spectrum in the 900 MHz band, could force an artificial inflation of the price of spectrum in this band.
(h) That technology is available that enables the use of alternate bandwidths (for instance through use of 700 and 2100 MHz bands) and that there is an unhealthy “dependence of the TSPs only on 900/1800 MHz bands”.
We, the employees of BSNL, request you to reject forthwith the aforesaid recommendation made by TRAI, and return the said Recommendations to TRAI for reconsideration, for the following reasons: 
1) An auction presupposes a shortage of the good being auctioned. The whole purpose of an auction is to ensure the distribution of scarce resources in a transparent and open manner and in accordance with the principles of a free and liberalized regime. The proposed auction of spectrum is no different from any other auction merely because the quantity of spectrum to be auctioned off is low or that companies are aware of this fact. The fact that many companies may bid for the available spectrum thereby increasing prices is purely a function of the market and the government should avoid interference purely to ensure continued profits of private sector companies. 
2) The fact that only a limited amount of bandwidth is being re-auctioned cannot be a reason for unilaterally denying BSNL bandwidth that it is licensed to use. Any such action raises the question of whether this will set a precedent, so at all future auctions (say upon expiry of more licenses), where much like the present situation there will be only limited bandwidth available, similar steps will be taken to reduce BSNLs bandwidth availability. Implementation of the aforementioned recommendation of the TRAI is therefore clearly unsustainable in the long run.
3) The fact that spectrum was to be returned to the Government and re-auctioned (and therefore the risk of loosing out on the re-auction) was known to all at the time of initial grant of licenses by the Government of India. Telecom service providers should therefore have acted responsibly to ensure either that alternate arrangements were available (for instance by bidding for different bandwidths of spectrum auctioned previously). Bidding for licenses is a business / commercial decision. BSNL cannot and should not be held liable for the risky behavior indulged in by the (few) private sector companies who essentially put all their eggs in one basket. TRAI cannot make its recommendations on the basis of ensuring the continued business of certain private sector telecom companies. This is clearly an instance of the rules of the game being modified to suit certain vested interests.
4) There is insufficient evidence to suggest that there is a need for additional spectrum to be auctioned in the 900 MHz bandwidth. As noted by TRAI, alternatives do exist that will ensure continued provision of services by incumbent service providers. The fact that this will take added investment by private sector companies cannot be an excuse to burden BSNL with this additional cost. What is sauce for the goose must be sauce for the gander.
5) By ensuring more and more 900 MHz spectrum is made available by utilizing flimsy arguments, the TRAI only furthers the dependence on the 900 and 1800 MHz bandwidths, and fails to encourage innovation or the use of new technologies. Incumbent providers who fail to get any spectrum whatsoever in the 900 and 1800 MHz bandwidths, should be encouraged to utilize alternative bandwidths as the technology for this use does exist and is utilized in many countries as noted by TRAI.
6) TRAI states that a high price of spectrum will lead to situations where private service providers cannot invest further as they are already indebted and have only a limited resource pool and that whatever is paid for the spectrum directly reduces the investment in the service area. However, the issue of what to bid at an auction is purely a business decision. If companies know that they cannot bid for the spectrum at a high price and provide the required infrastructure so as to attract and retain customers in a service area, they should not bid. The logic that these private sector companies have only limited resources or are in debt so should be given handouts is pitiful and must be rejected. 
7) A high price at an open auction merely reflects demand for the good. An auction is typically only done for goods of which there are a limited quantity and therefore any auction runs the risk of selling something at a higher than ‘normal’ price. That said, the chances of this can also be reduced through tweaking the conditions for the auction. For instance, you can fix price and change roll out conditions for example.
8) TRAI states in paragraph 2.25 that “BSNL has 6.2 MHz in the 900 MHz band in all 18 LSAs, where licences are due to expire in 2015-16 (Table 2.6). If 1.2 MHz is taken back from BSNL, it will still be left with 5 MHz spectrum in the 900 MHz band. Therefore, it would not impact its ability to offer HSPA/HSPA+ services in the 900 MHz band, if it wishes to do so after converting its spectrum holding into liberalised form. BSNL has 3.8 MHz is 1800 MHz band in all the LSAs except Gujarat, Punjab, Rajasthan and West Bengal.” 
However, this is far from the truth. While BSNL would continue to hold 5 MHz in the 900 MHz band, the extant provision of services provided by BSNL would undoubtedly take a huge hit. 80% of BTSs in BSNL are in 900 MHz and the remaining only in 1800 MHz. Further, in such a situation, BSNL will be required to make huge investments to meet the technical requirements of using the 1800 MHz bandwidth. As noted by TRAI, such investments could be prohibitive in nature and may cause interference to customers. There is no reason why BSNL should bear this cost as opposed to private sector service providers. TRAI notes that switching from the 900 to the 1800 MHz or the 3G spectrum are insufficient substitutes but fails to explain why private sector companies cannot deal with this (in terms of added investments required, inconvenience to consumers etc), but BSNL can. TRAI’s recommendations therefore are arbitrary and liable to be rejected on this ground alone.
It is relevant to note in this context that BSNL has the broadest consumer / geographic base in the country, providing services in rural and underdeveloped areas as well as in towns and cities.      Most of the rural BTSs of BSNL are working in 900 Mhz. Forcing BSNL to surrender 1.2 MHz in 900 MHz band will adversely impact rural coverage/ services. Surrender of 1.2 MHz will also severely congest an already existing congested network, increasing congestion from 10% to 50%, depending on the area. Very huge capital investment would be required to overcome increased congestion and construction/sharing of towers in urban areas would be a big challenge and time consuming. In the intervening time, massive migration of users will take place, further depleting an already depleted market share in the GSM segment.      
     Implementation of the aforementioned recommendation would result in BSNL’s business being severely and adversely affected. BSNL plays a vital role in the telecommunications sector in our country and is an important strategic asset for the Government of India. BSNL is committed to ensuring equitable and affordable access to telecommunications throughout the length and breadth of India, including in rural areas. A healthy BSNL is essential to act as a force against monopolization and cartelization in the telecoms arena. It may also be noted that it was only after the entry of BSNL into the market and the offering of low rates by the public sector undertaking, that tariffs were reduced across the board in the country thereby leading to the present impressive mobile usage statistics. The huge investments made by BSNL in this country’s telecom infrastructure – must also be noted. It is clear therefore that the TRAI should actually be attempting to protect BSNLs interests rather than weaken it at the cost of private sector companies.
9) The previous dispensation at the center has time and time again not only ignored the needs of BSNL but actively conspired to hamstring the public sector company. The Government of India is duly empowered and authorized under Section 11 of the Telecom Regulatory Authority of India Act, 1997, to reject the recommendations made by TRAI (in response to a reference by the Government).
We believe that this matter is of utmost importance and requires the immediate attention of the Hon Minister to ensure that telecom policy in India is geared towards the needs of the masses of the country rather than merely some private interests. TRAI has clearly acted arbitrarily and quite possibly with mala fide intention to unjustly ensure the continued business and profits of private sector telecom service providers. 
We accordingly urge the Hon Minister to take the appropriate action by rejecting the TRAI recommendations contained in paragraphs 2.28 and 5.1 of the TRAI Recommendations dated October 15, 2014.

With kind regards,

Sincerely yours,

(K. Sebastin)

Copy to:

1) Sri. Ajit Kumar Seth, Cabinet Secretary, Govt. of India for information and n/a pl. 

2) Sri. Rakesh Garg, Secretary/DOT for information and n/a pl.

3) Sri. R. K. Khullar, Chairman/TRAI for information pl.

4) Sri. A. N. Rai, CMD/BSNL for information and n/a pl.

5) Sri. Anupam Shrivastava, DIR(CM) for information and n/a pl.

