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ABSTRACT

Telecommunications and ICT sector in general is one of the most rapidly growing sectors in the
world. The state and level of the technological development of ICT infrastructure plays a very
important and critical role in the growth and development of contemporary economies. Countries
who do not have the required level and technology of ICT infrastructure are struggling to keep
pace with the rapidly changing market economies and thus have difficulty in maintaining their
competitive edge in the global market.In this paper, we examined whether network operators in
Fiji’s Telecommunications market held SMP and thus have been abusing their market power to the
detriment of the economy. Based on the analysis presented in the paper, we can consider the
cumulative effect of all the factors analyzed justifies the conclusion that the three network
operators in Fiji, that operate in the mobile and fixed line voice call termination markets, hold
SMP in relation to those networks, and such SMP will in all likelihood be maintained in the short
to medium term.Given the disparity in the market share, with VFL having 76% of the market share
in the mobile market and Digicel having 24% of the market share and TFL having the smallest
number of fixed line subscribers, it is quite likely that market power could be abused should there
not be a Price Control Order.

Keywords: Telecommunications market, Substantial market power, Countervailing power, Call
termination rates, Imperfect markets

INTRODUCTION

The state and level of the technological development of telecommunications infrastructure plays a
very important and critical role in the growth and development of contemporary economies.
Telecommunications sector and the ICT sector in general offer a means for the poor nations to
improve their socio economic conditions (Gani and Clemes, 2006; Mutula and Brakel, 2007).

ICT’s contribution to the development of emanates from its contribution to the development of a
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knowledge economy which is now becoming a critical input for education and business efficiency.
Countries who do not have the required level and technology of telecommunications infrastructure
are struggling to keep pace with the rapidly changing market economies and thus have difficulty in
maintaining their competitive edge in the global market (Low et al., 2011).As a result, the past
three decades have seen a remarkable transformation in the state and structure of the
telecommunications market throughout the world(Commonwealth of the Bahamas., 2011).
Innovations in the field include the introduction of fibre optics, the development and launch of new
generation of networks and satellites, advancements in mobile communications with all these
contributing to significant increases in transmission capacities, effective data services and
substantial direct and indirect cost savings. All these reforms and developments in this sector have
seen unprecedented growth in the industry as well as the economies. Prior to these, for the greater
part of the twentieth century, telecommunications services were offered by the state via state
monopolies. The rationale for state ownership rested on two assumptions: first, that the objective
of a universal service could best be met through state ownership of services and products; and
second, that the development of infrastructural services such as electricity, water and
telecommunications could be most effectively fostered via government management and control.
However, there were several shortcomings with state control, particularly inefficiency build up and
the lack of business acumen setting in the departments. Gradually, as the market developed, the
liberalization of the telecommunications sector saw a gradual corporatization and privatization of
this sector (see Figure ).

Figure-1. Transition from Monopoly to Competition in Telecommunications Sector.
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However, in small developing countries, the limitations of the market resulted in a shift from a state
run monopoly to a private sector monopoly. Hence to avoid an abuse of market power, deal with
market failure and externalities, which could be disastrous for economic growth, the
telecommunications sector has always been subject to competition law and regulation either by
government or by a separate Competition Authority (see Figure 11). The change in policy generally
towards greater competition has been viewed from a number of perspectives including the society,

given the impact of this sector on the society.

Figure-2. Need for Independent Regulator.
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In Fiji, the government acknowledges the critical role that the telecommunications sector is playing
and has adopted a managed approach to open up the telecommunications sector. In presenting the
2012 National Budget, the Minister for Finance and Prime Minister stated that:

“Beginning in 2008, my Government moved aggressively to liberalize the telecommunications
industry to give Fijians expanded access to the Internet. We removed exclusivities and monopolies;
we put in place a transparent regulatory system; and we significantly reduced tariffs on
telecommunications accessories and equipment. Recently, we launched Fiji’s national broadband
policy—the first ever for a South Pacific island country. This is a definitive plan for the
implementation and prioritization of broadband accessibility. In addition, we recently launched the
first three tele-centres around Fiji, which will ensure improved access to information, education
and will contribute to creating sustained livelihoods”’(Ministry of Finance., 2011).

In this paper, we examine two key issues, firstly, we examine if, given the above changes, whether
the telecom operators have substantial market power in the industry and secondly, if they have
abused the substantial market power to the detriment of the telecommunications market, the
individual households, the business sector and the economy in general. Based on the findings on
the above two issues, recommendations will be made on whether to extend the Price Control Order
for another term or not.
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MARKET STRUCTURE

Prior to January 2007, Fiji had three telecommunications operators in Fiji. Vodafone (Fiji) Limited
(“Vodafone”), a mobile network operator, Telecom Fiji Limited (“TFL”) a fixed line network
operator and Fiji International Telecommunications Limited (“FINTEL”), the international gateway
operator for voice and data. These three operators are also part of a Holding Company,
Amalgamated Telecoms Holdings Limited (“ATH”). Vodafone Fiji Ltd is a joint venture between
ATH (51%) and Vodafone International Holdings BV (49%). TFL is a 100% owned subsidiary of
ATH. ATH had the rights to manage the Government’s 51% shareholding in FINTEL, which is a
joint venture between the Government (51%) and Cable & Wireless (49%). On 17 January 2007,
the Government concluded a Deed of Settlement with Amalgamated Telecoms Holdings Limited
(“ATH”) and its related companies, namely Vodafone (Fiji) Limited (“Vodafone”), Telecom Fiji
Limited (“TFL”) and Fiji International Telecommunications Limited (“FINTEL”), that liberalized
the telecommunications sector in Fiji. The conclusion of the Deed of Settlement enabled the
Government to license Digicel (Fiji) Limited (“Digicel”) to operate public cellular mobile
telecommunications systems and associated networks and to provide public cellular mobile
telecommunications services in Fiji. Digicel is part of the Digicel Group and it began commercially
providing mobile telecommunications services from 1 October 2008, thereby effectively ending
Vodafone’s fourteen year monopoly over its mobile telecommunications network in Fiji. Prior to
Digicel’s entry, Vodafone launched Inkk Mobile Limited (“Inkk”) on its network. While Vodafone
and Digicel have each deployed a national mobile network in Fiji, Inkk does not have its own
mobile telecommunications network in Fiji. VVodafone and Digicel each operate a mobile
telecommunications network based on the Global System for Mobile Communications (GSM)
standard. Digicel and Vodafone each provide a full range of retail mobile telecommunications
services, including offering users the ability to send and receive voice calls, text messages and data.
Vodafone provides such services using a combination of 2.5G GPRS and 3G WCDMA technology,
while Digicel provides them using 2.75G EDGE technology. Both operators subsidize to varying
degrees mobile handsets, thereby promoting the affordability of handsets

In March, 2012, another major change in the market took place, which was the acquisition of 49%
of the Cable & Wireless share in FINTEL by ATH. This now implies that ATH has effective total
control of FINTEL and TFL and has controlling interest of VVodafone Fiji Ltd given that it has 51%
of the shares of VVodafone Fiji Ltd.

Conceptual Framework of Voice Call Termination Services

Voice call termination services are a specific form of “interconnection” services, which are in turn
a form of access to a fixed line or mobile operator network. The provision of voice call termination
services enables users of one network to receive calls from users connected to another network.
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The promotion of the long term interests of the end users of telecommunications services is best
served by making the provision of domestic voice call termination services by operators the subject
of ex-ante regulatory obligations. Call termination is essential when establishing communications
between individual mobile network operators and between mobile operators and fixed network
operators. Currently, due to the lack of demand or supply side substitutes for voice call termination
on an individual network,the termination service for voice calls can only be supplied by the
network operator connected to the called party. In Fiji, the prevailing charging system for the traffic
exchange of voice calls is the CPP Principle. Under the CPP Principle, the calling party pays
entirely for the call, and the wholesale termination rate paid by the originating operator is normally
passed on to its end customer. The called party, on the other hand, is indifferent to the termination
charge set by the network provider (i.e. the terminating operator), since the called party is not
responsible for any payment related to the incoming calls. Therefore, there is little or no incentive
to an end user changing network provider due to a possible increase in those charges.As a
consequence of the CPP Principle charging mechanism and the lack of demand or supply
substitutes for voice call termination on an individual network, operators have the ability to
determine the level of mobile voice call termination charges for their respective networks,
particularly in the absence of the existence of countervailing buyer power.

Many jurisdictions have witnessed significant competition problems emerge in the provision of
wholesale voice call termination services. As a consequence, the provision of such services is
subject to ex-ante regulation. For example, the provision of wholesale voice call termination
services is regulated by national regulatory authorities in the majority, if not all, of the twenty
seven Member States of the European Union. Voice call interconnection services are also regulated
in Samoa, Papua New Guinea and Tonga, as well as New Zealand and Australia. In Fiji, following
an extensive study in 2010, the voice call termination rates were brought under regulation for a
period of three years. The Commission then was concerned with the level of the existing mobile
and fixed line voice call termination rates which were excessive and discriminatory. VVodafone, for
example, charged a much different call termination rate to TFL and Digicel for the same
termination service for calls originating in Fiji. This difference was in excess of 200%. The
concerns of the Commission were extenuated by ATH’s common ownership of TFL and control of
Vodafone and FINTEL. In the past, negotiations between fixed and mobile operators evolved
differently, largely because termination between, for example, Vodafone and TFL, was an inter-
group financial exchange, which meant that the primary targets of termination pricing were
consumers. However, the liberalization of the marketplace and the emergence of Digicel and other
new entrants in the termination market in Fiji has pushed the market into a new and critical phase
where termination may be used as a strategic tool for raising costs, limiting competition and
foreclosing the market. The situation now could be much worse given that ATH now has full
control of FINTEL following its purchase of the remaining 49% shares.Several market participants
have also raised similar concerns regarding the existing interconnection regime in Fiji. For
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example, the principal new entrant, Digicel, has raised such concerns with the Commission as well
as other carriers bringing in international voice traffic into Fiji such as VVoiceNet IP. The prices for
services supplied by operators at each level of the infrastructure industry are fed into the price of
the end product, the efficiency and prices at each of the levels of the supply chain affect consumers
and businesses. The multiplier effects are significant and affect national economic output and living
standards.The Commission is further aware of a growing public dissatisfaction with the level of
retail charges for calling between networks, particularly those between VVodafone and Digicel. The
level of such charges has the ability to affect the calling behavior of users and their choice of
network provider, as well as to result in inefficient outcomes, such as two handsets per user, and
market foreclosure. The competition problems often limit the development of the market, to the
detriment of end users in Fiji.

IDENTIFICATION AND REVIEW OF THE RELEVANT MARKET

Service Market Definition

In accordance with international regulatory best practice, the relevant markets are defined through
the interaction of two different dimensions, namely: the product/service market and the geographic
market. The objective of defining a product market is to identify all the products and/or services
sufficiently exchangeable or replaceable. It will involve examining whether the objective
characteristics of the service in question can satisfy the consumer’s needs, especially in terms of
prices, and the intended use to which the service will be put.The definition of the relevant product
or service market begins with the grouping of products or services used by the consumers based on
the similarities of their final purpose/use. These grouped products and services will be considered
to fall within the same relevant product market if the behavior of the suppliers of the services is
subject to the same type of competitive pressures, namely, in relation to price setting.

In this context, two main types of competitive constraints have been identified: (i) demand-side
substitutability and (ii) supply-side substitutability. Both of these competitive constraints are
examined when defining the product market. For example, the so-called ‘hypothetical monopolist
test’ (also known as the ‘SSNIP test’ - small but significant non-transitory increase in price) is used
when evaluating the existence of substitutability from both the supply and demand sides.The
characteristics, intended use and pricing arrangements of wholesale and retail services are
considerably different from a demand-perspective. Thus, there is a distinction between the services
offered to users and those offered to other service providers or operators in the mobile
telecommunications sector. The identification of a wholesale level is consistent with international
best practice on the recognition of the function level at which products and/or services are traded.
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VOICE CALL TERMINATION SERVICES AND SERVICE MARKET
DEFINITION

Demand-side Substitutability

With regards to demand-side substitutability, a network operator wishing to terminate a call to
another subscriber cannot terminate it on an alternative network. To do so would currently result in
the completion of the call being unsuccessful. In essence, the need to direct traffic to a specific
network ensures that there is no realistic demand-side substitute service available to an operator
seeking to terminate a voice call on a particular network operator, be it a fixed line operator or a
mobile operator.

Supply-side Substitutability

From the supply-side perspective, another network operator cannot terminate traffic as long as it
does not have access to the user profile of the called mobile network, in particular those available
in the SIM card. SIM cards would need to be re-programmable in order to have supply-side
substitutability between voice call termination networks, but the technology is not currently
available. This situation makes it impossible for an operator in whose network a given voice call
originates to have the call terminated by an operator other than the one chosen by the called party.
A fixed network operator is subject to the additional disadvantage that it does not currently have
access to spectrum capacity and would, in any event, require a mobile telecommunications license
and need to rollout out a mobile telecommunications network.

A strict analysis of demand and supply-side substitutability suggests that mobile voice call
termination services on individual mobile networks might be the relevant market for ex ante
regulatory purposes. However, the Commission also examined whether such a strict analysis
accurately reflected the competitive dynamics of mobile voice call termination services.
Specifically, the Commission further evaluated the extent to which the pricing of mobile voice call
termination services was constrained by the choices of retail customers. In Fiji, the current pricing
system for voice calls in mobile networks, regardless of the call originating from a mobile networks
or a fixed network, translates into the application of the Calling Party Pays (“CPP Principle”).
Under the CPP Principle, the calling party pays entirely for the call, and the wholesale termination
rate paid by the originating operator is normally passed on to its end customer.

In turn, the operator of the network, chosen by the called party, on which the call is terminated,
defines the termination rates associated with the voice calls in the mobile networks. In this system,
there is a separation between who pays for the call and who chooses the network in which it is
terminated (i.e., the network responsible for establishing the termination price). Consequently, the
overall effect of the CPP principle in the retail marketplace is that, whereas mobile networks have
an incentive to keep the prices of those services required and paid for by their customers to a level
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to attract and retain customers, they have less incentive to keep the prices of calls to mobiles low.
This is because the callers cannot take their business elsewhere if dissatisfied as the caller has to
use that network to reach that particular number.

Definition of Relevant Geographic Market

The relevant geographic market includes the area in which the undertakings are involved in the
supply and demand of the relevant products or services and the area in which the conditions of
competition are similar or sufficiently homogeneous and which can be distinguished from
neighboring geographic areas.

In the telecommunications sector, the geographic scope of the relevant market has traditionally
been determined by reference to two main criteria:

(a) the area covered by a network; and

(b) the existence of legal and other regulatory instruments.

Given that the relevant market is that for voice call termination on individual networks, the
geographic scope of each relevant product market should correspond to the geographic coverage of
each termination network. Vodafone, Digicel and TFL are licensed to deploy nationwide
telecommunications networks (with Vodafone and Digicel only mobile and TFL only fixed line) in
Fiji with no regional restrictions. Such licensing rights have been exploited by all these operators,
with each deploying nationwide telecommunications networks in reality. We can then consider that
the geographic dimension of the voice call termination market in the networks corresponds to the
geographic reach of each of the networks under consideration.

Evaluation of the Levels of Existing or Likely Competition

In this section we examine the existence of a substantial degree of power in a market (“SDP”).

Firms having SMP are considered to have the ability to set prices unilaterally. A SDP-designated

operator often corresponds to a level of market power which allows it to act independently of

competitors, suppliers and ultimately consumers.

An evaluation of SDP in a relevant market focuses on three principal factors, namely:

e actual competition from other participants already active in the relevant market, including
barriers to expansion;

e potential competition from participants not already active in the relevant market but who are
active in neighboring or other relevant markets, including barriers to entry; and

e customer behavior, including countervailing buying power.

Actual Competition: The identification of the voice call termination market on individual networks

as liable to ex-ante regulation implies that only the mobile network operator owning a given

network can terminate calls on its network. Each mobile network operator therefore has a market

share of 100%, measured both in terms of traffic and in terms of revenue, in the termination market
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on its network, meaning that each operator is, in practice, a monopolist in the provision of voice
call termination on its network. This suggests that, in principle, each mobile network operator has
SMP. However, even though every mobile network operator is a monopolist in the termination of
voice calls on its own mobile network, whether or not every such operator has market power will
depend on whether there exists any countervailing buying power that would render any price
increase unprofitable.

Potential Competition: It can be considered that current technologies that do not permit the
termination service in a given network to be provided by an entity other than the operator that owns
the network in question, are barriers to any meaningful entry occurring in the termination market
on the network of each mobile operator. The CPP Principle reinforces this effect, thereby
contributing to consumers’ insensitivity to the prices of calls that they receive and, in this way, to
the termination price on the network to which they are subscribers. Only significant technological
developments and/or changes in the behavior of consumers would bring about competition in this
market. In conclusion, there are significant existing barriers to entry to the various voice call
termination markets on the individual networks and, according to the information available, it
cannot be foreseen that these barriers will be eliminated anytime within the next three years at least.

Countervailing Power: Countervailing buying power can mitigate the ability of even a monopolist
to control their pricing. Countervailing buyer power is defined as the ability of larger customers
within a reasonable timeframe to resort to credible alternatives if the supplier decides to increase
prices or to deteriorate the conditions of delivery.Factoring in the various types of relationships
between the relevant parties, we have broken down the analysis of countervailing buying power
into three parts. First, countervailing power from the viewpoint of the retail customers is analyzed.
Second, the countervailing powers of fixed network operators, in particular PTC, areanalyzed
followed by the analysis of other mobile network operators. Countervailing power of retail clients:
Generally speaking, there are no buyers of retail mobile services with enough countervailing buyer
power to influence mobile network operators when setting their voice call termination prices. This
is mainly due to the use of the invoicing system based on the CPP principle. Countervailing power
of TFL: The fixed network operator, TFL, is the leading wholesale buyer of the termination service
of calls originating on the fixed network, and is responsible for a limited volume of voice traffic
terminated on mobile networks. Consequently, if TFL had countervailing buying power and
decided not to acquire the voice call termination service offered by a particular mobile network
operator, it would in theory be able to restrict the freedom of a mobile network operator to set the
price in question that resulted from its monopoly of the relevant product market. However, TFL has
a limited customer base. Vodafone is the largest network operator in Fiji, with the largest
subscriber base. In addition, TFL is also a member of the ATH Group and therefore its
countervailing buyer power against VVodafone is significantly undermined. It would also appear that
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TFL has been unable to exert countervailing buying power in relation to Digicel, which is
independent of the ATH Group and a new entrant.

Countervailing power of mobile network operator: It can also be considered that the monopolistic
position of each mobile network operator in the termination market on its network is not sufficient
in itself to determine whether each individual operator holds a dominant position. Notwithstanding
the 100% market shares in the relevant markets, the operators’ capacity to act independently from
their competitors, clients and consumers, and particularly their capacity to fix the conditions of the
provision of their termination services, must also be evaluated. In this context, mobile operators
might be prevented from acting independently from their competitor by virtue of any
countervailing power arising from their mobile competitors.

A review of past negotiations in relation to the relevant market, where Digicel and VVodafone have
set reciprocal prices and where any evolution of such pricing could not be imposed by any one
party on the other, suggests that it is not clear whether VVodafone has sufficient countervailing
power as buyers of voice call termination on the Digicel network to rule out the capacity of Digicel
to act largely independently from its competitors, clients and consumers in the relevant market in
question. Digicel has not presented convincing arguments demonstrating that it has sought
unilaterally to reduce termination prices on its individual network and that its competitors have not
prevented such action. Similarly, although Digicel is a significant buyer of termination services in
the Vodafone network, Digicel does not have sufficient countervailing buying power on the
Vodafone network to rule out the capacity of VVodafone to act largely independently from its
competitors, clients and consumers on the relevant market. In light of the above, it is unclear
whether any buyer of voice call termination services on individual mobile networks has sufficient
countervailing buying power to offset the monopolist position of mobile network operators, and so
prevent mobile network operators from acting independently from competitors, clients and
consumers, particularly by charging prices for these services above the respective competitive
level. The fact that regulatory restrictions covering voice call termination services on mobile
networks have always been in operation reinforces this conclusion.

Abuse of Market Power

While all the three network operators have SMP in the wholesale market, the question that arises
then is whether they are abusing their market power. The abuse of power could originate from three
areas. First is the discriminatory application of termination rates, second is the “Off-net On-net
retail rates” and third is the discriminatory application of billing methods and the retail rates for
“Off-net On-net rates.

Termination Rates: In the wholesale market, the operators have abused their market power in the
absence of the PCO. Given that TFL and VFL are both under ATH’s control; theyused to have a
different wholesale termination rate between each other while the termination rates for calls
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originating from DFL’s network were subject to a different rate, a substantially higher rate.
Following the adoption of the Price Control Order, the termination rate to DFL and VFL were
reduced and kept at the same rate. Similarly, the wholesale rate of calls termination in TFL’s
network was reduced and kept the same immaterial of whether it originates from DFL or VVFL. This
abuse of power in the wholesale market arose because of the substantially disparate market share
amongst the three network operators.

With respect to market share, based on the 2012 (end of August) data submitted by the players in
the sector, VFL has an estimated voice subscribers of 453,544 (75% in the mobile market) while
DFL has 150,308(25% of the mobile market). In the fixed line market, TFL has 138,944 voice
subscribers. The market shares based on the number of active subscribers from 2010 to 2012
(August) is summarized in Table 1. Market shares for the period 2010 to August 2012 are provided
in annexure 2.

Table-1. Market Share of Telco Players based on Active Subscribers

Player Product Market 2010 2011 2012
Active Market Active Market Active Market
Subsciber Share % Subscriber Share % Subscriber Share %
TFL Rezidential Market Share E7 355 15.11% E7 641 14.50% BB D22 13.77%
DFL Residential Market Share 104,064 17.20% 113615 1E23% 131,222 20.53%
WFL Residential Market Share JET, 000 56.20% 359,000 56.47H 420, 000 55.70%
TFL Commercial Market Share 50,368 56.97% 51,256 50.42% 50,922 45.56%
DFL Commercizl Market Share 11050 12 50% 20411 20.0E% 1B 570 18.12%
WFL Commercial Market Share 27 D00 30.54% 30,000 2951% 33,000 32.20%
DFL FEX Market Share - 0.00% 256 100.00% 515 S5.23%
WFL FEX Market Share - 0008 - 0.00% 4 077%
Total Active Subscribers - TFL 137,763 20.56% 138,597 19.76% 135,544 18.72%
CFL 115,114 17.26% 134252 19.12% 150,308 20.25%
WFL 414,000 52.068% 425,000 51.05% 453,004 51.03%
666, E77 702,180 742256

Source: Compiled by FCC based on Primary Data submitted by Telco’s

Off Net-On Net Retail Rates: The disparity in the retail market is also the root cause of
discriminatory off-net retail rates. Discriminatory off net rates are a tool used to discourage people
calling from one network to another. For example, in the mobile market, the largest network
operator, VFL, who has 75% of the subscribers, levies substantially very higher tariff rates for off-
net calls as opposed to on-net calls thus discouraging callers from calling subscribers in the other
network or vice versa. The Difference between the Off Net-On Net Retail rates is summarized in
Table 2.
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Table-2. Telecommunications Voice Traffic Retail Rates

13 January 2010 22 October, 2011 30 September 2012
Peak Hour Off Peak Peak Hour Off Peak Peak Hour Off Peak
Orperator Hour Hour Hour
(Fiming (Fi'mimie) (Fimimt (F&minute) (Fimig (F5/'mimite)
€ e} &)
Vodafone Bates
::ME:: m 050 038 0.44 0.38 D4 0.38
Wiodafone to Digicsl 050 041 0.45 0.41 045 0.41
Vodsfons to TFL 050 030 0.45 0.30 045 0.30
Dizicel Rates
Drigicsl to Drigicel 050 033 0.36 0.36 042 0.36
Drigicel to % odafons 050 040 0.40 0.40 041 0.38
Drigicel to TFL 050 040 0.40 0.40 040 0.40
TEL Rates
TFL to Digicel 055 055 0.44 0.44 044 0.44
TFL to Vodafons 055 055 0.44 0.44 044 0.44

Source: Compiled by FCC based on Primary data obtained from published rates

The Commission has also noted that the retail sector has failed to provide asymmetric
response to the changes and movements in the wholesale sector. This is a clear sign that the
retail market has failed to pass the benefits derived through reduction in the wholesale rates to
the households, businesses and consumers in general. The reduction in retail rates has not been
done with immediate effect as has been in other jurisdictions where whole sale rates have been
reduced.

Off Net-On Net Billing Method: The other discrimination undertaken by VFL is while on-net
callers are billed on per 30 seconds (1 unit=30 seconds), the callers making off-net calls are billed
on a per 60 seconds (minute) basis. This is clearly evident on Vodafone’s advertised rates on its
webpage (Refer annexure 1).Hence callers realize that calling the small group of handset holders of
the other network would be very costly. The small group in the other network will also realize that
given that a large number of their friends and family members are in the other network, they could
make substantial savings from the lower retail on-net rates if they move to the other network. These
cases are clear abuses of SMP in the retail market and hence make a strong case for the extension
of the Price Control Order at least in the wholesale market.

CONCLUSION

In this paper, we examined whether network operators in Fiji’s Telecommunications market held
SMP and thus be abusing their market power to the detriment of the economy. Given the above
analysis, we can consider the cumulative effect of all the factors analyzed justifies the conclusion
that the three network operators in Fiji, that operate in the mobile and fixed line voice call
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termination markets hold SMP in relation to those networks, and such SMP will in all likelihood be
maintained in the short to medium term.

Given the disparity in the market share, with VFL having 76% of the market share in the mobile
market and Digicel having 24% of the market share and TFL having the smallest number of fixed
line subscribers, it is quite likely that market power could be abused should there not be a Price
Control Order. Examining the business practices of the three operators both during the pre-PCO
period and during the PCO period, it is clearly evident that some of the operators, having a
substantial market share have abused their power. With the notably major change in the market
occurring when ATH acquired FINTEL’s remaining 49% share thus having total control, the lifting
of the PCO from the wholesale market would be disastrous for the industry and thus the economy.
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Annexure 1: VFL’s Off Net-On Net Billing Method

Om-Net Om-MNet OffENet OffNet
Drepay to Prepay DPrepay to Non-Prepay Drepay to Fined Line Prepay © Other Mobile
Mondsy o Friday

- - ¥0 22/ Unit ¥022 / Unit
'am to Spm
Mondey o Friday - _
- - 4 018 / Unit $0.18 / Unit
Spm to Tam
Fridsy 5pm sl
waskend till Tam ¥0.18 / Unit $0.18 / Unit
Mon dey
Monday o Friday - . - .
- . - $0.45/ Min $0.45 / Min
=M to Tpm
Monday o Friday - . .
- b 4 $0.30/ Min $0.41 /Min
pm to TEm
Fridsy Tpm =il weekend till Tam - . .
¥ pm $0.30/ Min $0.41 / Min
Wonday
TET haseams ¥0.15 /160 ¥0.15 /160 ¥0.20 / 160
. Charscters Characters Characters
ET hzmags 035 /VBXT 33 /VBHT
Video FHT WL VEHT PR S VEHT
Note: A Unit = 30 Seconds
All rates are VAT inclusive
Amsenrl
Aaive Subscriber Base - Reddential Mark o Share
Year Aoad Tatsl At
Tax Feb Mar Apr Ay Je Jal Awg Sep o e Tec Share
Feddmdal -
Active Sebsariber
TFL &) 91,789 S0 BTASL T3 87788 5510 B6ASS 8169 86115 86315 86741 §T3%5
Feidmtal-
Volum & (Afiex) SME089 4661535 SAT9N 45T1LAS SAILARY 5131087 SITEEE 4515618 4961527 483744 4361546 4BISET  HIWWIM 68600
Fesdmeaal-
Actve Ssbsariber
19l DEL &) 182001 156297 144,661 B7LIE 138368 130846 1n31= 119513 119,356 115248 118647 104084
Reidmdal-
Volums o (Afies) 11617523 7867553 E886135 WELLE] 19833258 10283336 11933473 18768630 4040867 37635573 30958601 IIZTOUS 1ITANSIE  1TAS%
Reidmaal -
Actve Ssbsaiber
VFL & 520,000 518,000 510,000 06,000 455000 482,000 4TT.00 474000 46T 000 AT 0 3SL000 35700
Reddostgal -
Volum e (Afiex) 40134000 40371000  ST.S40.0M BH1SW00  MNIPEOMD  4ISTLIOMN 64310000 SEIIOM  S4250000 3IS31S0MD 4TSI 0M  4PH13000 SSEIDEOM  65.69%0
864997050
TFL 87,736 BT.847 ETELlY 8104 85174 88332 86125 =81 86,344 865933 8T541
IFR4T 3IRERL 333634 JMESTE IASRSEE Al00A@ LS LTS8 163E3 D6TLESS 1460 35 TIEQM46 4.14%0
191l DFL 102871 10147 10150 10258 102584 104126 106,861 109,339 108,245 uLsn 113sE
Velum o (Afex) 31TTIASE 0006 1319361 LIIITIRE 14947006 16646990 31 S4TISE  METHS JLISLTES IL0MSTI ILGMEIN] 32P10ES  IISESTIET  MM60e
Resdodal-
Acove Ssbscriber
VFL &) 386,000 33000 AT B0 380,000 335000 BT 00 358000 354,000 392000 3BT 18500
Resdodal-
Volums o (Afies) AL045.000 32067000  ITS4O0M  BESTH00 46520000 45110000 SOSSSM00  BASOMSMM  41TSEO0D  428SS0MD  4144T0M T4S00000 STEA4S0M  SLS0%:
936,063,633
Resdosgal -
Actve Ssbsaiber - - - -
TFL & ET,796 87753 ET.T0E BTE80 55003 8.8 88171 8022
Reddostgal -
Volum e (Afiex) 2543711 i o 2,608,686 213738 26T90T6 21374117 26321 2621165 - - - - 10,655 011 3Ines
Reddostgal -
Actve Ssbsaiber - - - -
9 DEL &) 14,716 nssa 16807 ursa 123,774 1258 ussa B
Feddmdal-
Volum ¢ (Adinz) HITIL 6295000 13583117 7520 1455051F 4244480 1TASTE4  EHTH - B - - L5526 L%
Fesdmaal-
Active Subzcriber - - - -
VFL &) 399,000 355,000 400,000 400000 405000 406,000 413000 420,000
Feddmdal -
Volum o (Afiex) 83325000 37614000 4235200 41153000 41599000 SLTLGHM LOLTHIN 4435500 B - B B 456346000 T3TI%
643,065,267
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Asse} o)
Acrive Subscriber Baze- Commercinl Mark o Share
Yar Meath Tord Mir
Jam Fb Mar Apr May Jun Tl Jmg (L] et v Dhc Shar
Commerdal -
AriveSubscriber
TFL &) 51135 s1L612 1107 51136 51088 1054 0937 378 0185 0368
Commerdal -
Vilwme (Miex) 11552081 11384893 ILT4L36F 10536251 ILTERMS ILTIETT 1L31T6  LLISLASL 1244566 130TES06  LOBMATL LIRSS 1MMTHO B3I
Commerdal -
AriveSubsoriber
N FL 4143 4674 5174 5646 6176 6543 5558 T8 895 8513 10855 1850
Commerdal -
Veleme (Miss) STSSH S1ST63  LOEMIM L4619 13IATES  13SSI®  LSMEASH LTS 1693673 LTESIIl LESLANS  LIILTOS  17635EM 5184
Commerdal -
AciveSubscriber
VFL &) 17000 17000 27,000 17000 27000 17000 26,000 16,000 000 27000 27000 17000
Commerdal -
Veleme (Mies) SA000  SSIS000 630000 6320000 G330 6355000 66TEDON  GSELOD  6ITH0N  6IFLOM 6613000 TOILGW  TIMLGW  3315%
T3 TELE
Commerdal -
AriveSubscriber
TFL &) EFL EF 43 20451 20,787 0412 0564 0356 B E] ELiT 31156
Commerdal -
Velume (Miz) 10189556 9649580  ILISS16 5446355 MOIIEIN0 93453 SEET2N LOMGSLS S10L086  SISLILE  SMLET  SNTAN  IMEEN0  SLW%
Commerdal -
AriveSubscriber
nil FL & 12378 12766 13858 14771 15760 16578 17794 18545 15511 19170 19537 41l
Commerdal -
Vileme (Min) LSSE1TE  LESH0S8 2007341 LOD6616  LIIEENS  1A666N  133E  J4SENNT 1353613 13PSA46  1SEISE  1S6L44T 26518009 11SE0s
Commerdal -
AciveSwbamiber
VFL &) 18000 5000 15000 15000 28000 25000 28000 19,000 9800 29,000 19,000 30000
Commerdal -
Veleme (Miex) SASLOND  G0TAN  6SMDPDD 64T SSSTOM  6S26M0  TISHON  TI6R000 6993000 TOLSON  TALOGN  TTILGN  SIIMGN 3T
214,THLES
Commeraal -
AciveSubscriber - - - -
TFL &) 1183 1303 116 31381 1038 51351 SL106 0311
Commerdal -
Veleme (Mies) SMOATI  EIMATS 808350 SI56053  S1I65%  S3NIN 536181 - - - - STHIATE  4655%
Commerdal -
AriveSubscriber
w1 FL & 15500 ms1E 148 s 20387 21188 15135 18570
Commerdal -
Vilwme (Min) 2377, TASTIM LTOSSTL  LE4SANS  LTTIERI 153145 1636500 15580 - - - - WEASL  14IT%
Commerdal -
AriveSubscriber - - - -
VFL &) 0000 3Lo00 31000 3000 31000 31000 33,000 33,000
Commerasl -
Velmmee (M) TLIEME  6I17T0M  TISTAM TA4ME  TESOM  TOMM0  TOSISW  TIIE0N0 - - - - 15
Annex? {cont....")
Active Subscriber Base - PBAX Market Share
Yar Month Total Mkt
Jan Feb Mar Apr May Jon Jul Aug Sep Oct Nov Dec Share
n 2 3 45 57 £ 61 52 155 254 2466
m 35548 @7 4815 54146 E5.645 M 12297 186065 116830 IS4ME JRMATE ITRESH L0GE 10000%
h - - - h - - h - - h - - LT
L483.640
PBAX - Acove
ey, Sebsoiber §) 176 M0 E11 357 384 a7 475 16 - - - -
PEAX - Velume
(A 344,523 377511 459,530 e SEL3T 43736 554,339 540,235 - - - B 3,810,761 FHEI
12 -
PBAX - Acave
Sebsariber - - - - - 4 4 4 - - - -
VL Pa_-xx_mip
(M) - - - - - 150 21400 21180 - - - - 74 018%
319,761
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