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CABLE TV SECTOR: CURRENT POSITION

The television service sector in the country mainly
comprisescable TV services, DTH services, IPTV services
and terrestrial TV services
provided by Doordarshan, the
public broadcaster. As per an
industry report, total TV
householdsin Indiawere estimated
tobe 15.5 Crore at the end of year
2012. TheCable TV segment isthe
largest platform. It has grown
significantly with the number of
cable TV households increasing
fromjust 4.1 lakhin 1992 to more
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and distribution
sector, comprising 828
around 6000 multi v
system operators, . v v
LCOs, 7DTH/ satellite
TV operators and few
providers. Valuechain
of TV channel
Cable, DTH, IPTV and - IRl
HITS platforms is

2012. The DTH platform is also

5.45 Croreby theend of year 2012. T

a large broadcasting

television channels,

approximately 60,000 [ DTH Operator ] [ IPTV operator J
IPTV service

distribution through

depictedin Figure 1:

18 SATELLITE & CABLETV

Fig. 1: Broadcasting and Distribution Value Chain
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A. PROVISIONS OF THE CABLE TELEVISION
NETWORKS (REGULATION) ACT, 1995 AND
OTHER ACTS/REGULATIONS

Thecable TV operations are governed by the Cable
Television Networks (Regulation) Act, 1995 (hereinafter
referred to as the Cable TV Act) and the Cable Television
Networks Rules, 1994 (hereinafter referred to asthe Cable
TV Rules). Under sub-section (1) of section 4 of the Cable
TV Act, for operating a cable television network, a person
isrequiredto register asacable operator with theregistering
authority. The Head Post Master of the Head Post Office of
the local area has been notified as the registering authority
for local cable operators. MSOs also have to register
themselves as a cable operator. The eligibility conditions
stipulated for LCOs are also applicableto MSOs.

With theintroduction of Digital Addressable System
(DAS), Government has amended the Cable Television
Networks Rules, 1994 by issuing the Cable Television
Networks (Amendment) Rules, 2012 on 28th April 2012,
according to which an M SO operatingin DAS notified areas
isalso required to take necessary permission from MIB in
addition to registration as a cable operator.

B. RECOMMENDATIONS OF TRAI RELATED TO
CABLE TV SERVICES

TRAI in its recommendations on “Restructuring of
Cable TV Services” dated 25th July 2008, inter-alia
recommended that the present system
of registration for Cable TV operators
should be replaced by a licensing
framework and a separate licensing
provision for Multi System Operators
(MSOs) should be introduced thus
recognizing them as an entity separate
from Cable TV operators. This
recommendation has been accepted
and implemented by the Government
in DAS environment and M SOs have to register with the
MIB for operating in DAS notified areas.

TRALI in its recommendations on “Issues related to
entry of certain entitiesinto Broadcasting and Distribution
activities” dated 28th December 2012, inter-alia,
recommended thefollowing:

“The Central Government Ministries and
Departments, Central Government owned
companies, Central Government undertakings,
Joint ventures of the Central Government and the
private sector and Central Government funded
entities should not be allowed to enter into the
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business of broadcasting and/or distribution of TV
channels.

State Government Departments, State
Government owned companies, State Government
undertakings, Joint ventures of the State
Government and the private sector, and Sate
Government funded entities should not be allowed
to enter into the business of broadcasting and/or
distribution of TV channels.”

C. MARKET STRUCTURE AND DOMINANCE
ISSUES

It is estimated that there are around 6000 MSOs in
the country. The Cable TV Act and the Cable TV Rules do
not restrict the number of MSOs/LCOs operating in any
particular area. There are M SOswhich operate at the national
level, while others operate either on regional level orina
smaller area. Some of the prominent national MSOsare DEN
Networks Ltd., Digicable, Hathway
Datacom, Indusind Media and
Communication Ltd. and Siti cable.
Some of the prominent M SOsthat are
operating in regional markets are
Fastway, GTPL, KAL Cables
(Sumangdli), Ortel, Adanet, Tamil Nadu
ArasuCableTV (TACTV) Corporation
Ltd., Manthan, JAK communications
and Darsh Digital. However, the
majority of the remaining are small, 1445
local (city based) MSOs with a
subscriber base of a few thousand.

Presently, cable TV in large parts of the country is
analogue and non- addressable viz. the cable TV signal is
not digital. The Government has accepted the
recommendations of TRAI on implementation of an
addressabledigital cable TV systeminIndia. The Cable TV
Act has since been amended and a notification has been
issued in November 2011, which makes it obligatory for
each cable operator to transmit or re-transmit programs of
any channel in encrypted form through adigital addressable
system. The implementation process has been divided into
four phases. The cut off datesfor thefirst and second phase
covering four metrosand 38 citieswere 31st October, 2012
and 31st March, 2013 respectively. Thethird phase, covering
all urban areas other than covered under Phase | and Phase
I1, isto beimplemented by 30th September, 2014, whilethe
last phase covering rest of the country is scheduled to be
implemented by 31st December 2014.

BT &L

22 SATELLITE & CABLETV

"'-Ium1

@TACTV

ADL ARASU CABLE TV CORPORATION LTD (TACT

Foi g @pravackar b sipai of

I T B 21l Al & A 3/ e

% AT 5 TAIT HH B ST TR & A anfey |

T WHE & [P, T THT F = arr

4 % T FEA AN T WHN EFT [T qifva

AL & T A B TART /AT [T &

ST F GAT HH B S TE & A @Ry |’
df. 9K §TET AR 99d & qE

SN % {6 391 § T 6000 TITAS F | daw T
FretE 3T daw Sdr a9y ar § e
TAUA ST /TS %l F2 1 Ui ferd T vd © | T TeEe
T Sl TR W B &7 & adih 3 1 dl &3 T 9 a1
BIS 45T H &0 7 & | BO UG T THUHSA € 2 2T
ffires 3 Pl aad | e T TiaEs
S EEE G § &M w R T, d
I d, AU, 00 dded (THTel ),
AT, UHTATHE, 3 &Haa e
(CrArET ) Bt fafies, dem, Juk
FgfEe A 2t f2fred |z, 9w
¥ 3 SAHIT B, T (9187 3 )
Bl
A 3T & 92 B | dael 211 T 37 461 T

"G £ | dad 21T P [STed el €, TRl 7 9rd § U
" g f2foTed dad Al I & wrEaraad 97 218 dl FIem

@1 M &7 o1l & | dhae 2 St § Foe fbar T g
AT FGT 2011 § Ueh RPN AT BT T 2, A Udh b
JqreT & fou fofted ugiaw freq & wrem 1 ufpes =g
ﬁ%ﬁﬂﬁ%ﬂa%aﬁ%ﬁﬁwﬁmwmm
AHEE G E | S 9T @ 9 il § e
foraT T ¥ | AW HEFTT AT 38 STEA @l dal di all ded
AT gAY T FI AW AT FAE 31 FAFTT 2012 AN 31
T 2021 47 | AT TI07 1 G007 1 37 007 2 § Fa? fo6d T
T 9TE9T 41T BT BI2@? 30 Haa? 2014 T @] {1 ST 2,
ATk S & ATl [T BT AT i arar 3w 7T 31 femay
2014 T% @ fo6a AT &

JANUARY 2024



CABLE TV DISTRIBUTION

In the case of analogue platforms which are non-
addressable, L COs had the option of downlinking Free to
Air (FTA) channels directly from broadcasters without the
help from MSOs. Pay channels were obtained by LCOs
through M SOs as these are transmitted by broadcastersin
encrypted form. MSOs obtain signals from broadcasters,
decrypt the encrypted signals and supply these to LCOs
for distributing to consumers. With the implementation of
DAS, the business model has undergone a change as now
only MSOs can receive signals from the broadcasters as
per the Cable TV NetworksRules, 1994 asamended on 28th
April 2012. Inthe case of DAS, both FTA and pay channels
received from the broadcasters are transmitted to LCOsin
encrypted form by the MSO. The MSO maintains a
Subscriber Management System (SMS) where detail s about
each customer and his/her channel preferences are stored.
All the channels are now decrypted at the customer end
through a set top box (STB) programmed by the MSO as
per details in the Subscriber Management System.
Therefore, inthe DAS environment, MSOs play akey role
in distribution of both FTA and pay channels. Thus, with
the changed scenario in DAS, the issue of dominance in
the cable TV sector needs to be addressed at the MSO
level.

It has been observed that the level of competitionin
the MSOs' businessisnot uniform throughout the country;
certain States (e.g. Delhi, Karnataka, Ragjasthan, West Bengal
and Maharashtra) have alarge number of M SOs providing
their services. On the other hand certain marketslike Tamil
Nadu, Punjab, Orissa, Kerala, Uttar Pradesh and Andhra
Pradesh are characterized by dominance of asingle MSO.
However, the same M SO isnot dominant in all States. While
it could be argued that because of larger size, an MSO is
able to reap the benefit of economies of scale and pass on
the benefits to the customers, in practice such dominance
in certain markets can and has led to non-competitive
practices. In case the loss in consumer welfare due to
inadequate competition outweighs the gains from
economies of scale, measures will obviously be required
for promoting competition. It is in this backdrop that the
guestion arises whether there is aneed for any restrictions
to be imposed on MSOs/LCOs to prevent monopolies/
accumulation of interest so asto ensurefair competition. In
a well-functioning competitive market, where firms are
competing onfair termsand thereare no artificially erected
barriers of entry, there may not be any need to impose
restrictions. However, if thereislittle or no competition in
the market or in case where barriersto entry are erected by
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incumbents, there isthe distinct possibility of the abuse of
market dominance by the incumbent service provider(s).
The exact market shares of the MSOs are not
available because in the analogue platform the number of
subscribers cannot be accurately ascertained due to non-
addressability and the lack of transparency in reporting of
subscriber base. Once DAS isimplemented, the cable TV
services will haveto be provided through a set top box and
it will be possible to obtain the exact number of customers
through the subscriber management system of the MSO.
Table 1. illustrates the share of set top boxes seeded by the
top 5 MSOs in markets which are covered for DAS
implementation in Phase | and Phasel 1. It can be seen from
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Table 1.1: State-wise share of top 5 MSOs* (based on the STB seeded in

Phase I & II cities covered under DAS implementation)

State/UT Cities included in Phase | & I MSO | MSO Il MSO 1l MSO IV MsO vV
Andhra .
Pk Hyderabad, Visakhapatanam 80.2% 11.9% 7.9% -
Bihar Patna, Ranchi 36.8% 27.6% 26.1% 7.4% 2.1%
Chandigarh | Chandigarh 80.7% 19.3% - - -
Delhi Delhi 49.0% 19.2% 9.9% 9.4% 9.3%
Gujarat A edtad kR S0E 61.9% 20.1% 17.5% - -
Vadodra
Haryana Faridabad 51.7% 26.0% 22.3% - -
Karnataka Bangaluru, Mysore 45.0% 22.7% 10.7% 8.8% 7.4%
Aurangabad, KalyanDumbivli,
Nagpur, Nashik, Navi Mumbai, o o
Maharashtra Mumbai, PimpriChinchwad, Pune, 30.3% 22.2% 13.7% 11.4% 7.0%
Sholapur, Thane
Madhya
pradesh Bhopal, Indore, Jabalpur 36.3% 30.7% 29.1% - -
Punjab Amritsar, Ludhiana 85.1% 14.9% = e =
Rajasthan Jaipur, Jodhpur 38.9% 29.5% 19.6% 12.0% -
Tamil Nadu | Coimbtore, Chennai 87.7% 12.3% - - -
Uttar Agra, Allahabad, Ghaziabad,
Kanpur, Lucknow, Meerut, 71.8% 9.8% 9.6% 8.8% -
Pradesh ;
Varanasi
West Bengal | Howrah, Kolkata 40.5% 25.2% 15.5% 9.0% 6.5%

* Top 5 MSOs are not same in all States
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thistable that some M SOs are controlling more than 80% of
the DAS market in somecities. Since subscriber figuresfor
the State are not available, the share of STBs seeded in
DAS market could be used as a proxy for market share for
the entire State.

The size of markets catered to (across States, cities
and evenlocalities) by an M SO determinesits market power
and influence. One of the waysin which MSOs have tried
to expand and increase their size (and influence) is by
buying out LCOs and smaller MSOs. The joint venture/
subsidiary model has emerged as a result of mergers and
acquisitions (M&A) of LCOSMSOs by large MSOs. The
MSOs have varying levels of ownership interest in these
LCOs. Typically, MSOs provide more favorable terms and
financial assistance to joint venture companies and
subsidiaries. The point isthat, by way of acquisition, joint
venture or subsidiary, some MSOs have been increasing
their presence and size leading to a situation of market
dominance.

There are instances where the dominant MSOs are
misusing their market power to create barriers of entry for
new players, providing unfair terms to other stakeholders
in the value chain and distorting the competition. MSOs
with significant reach (i.e. a large network and customer
base) are leveraging their scale of operations to bargain
with broadcasters for content at a lower price and also
demand higher carriage and placement fees. Such MSOs
arein a position to exercise market power in negotiations
with the LCOs on the one hand, and with the broadcasters
on the other.

Large M SOs, by virtue of securing content at alower
price and charging higher carriage and placement fee from
broadcasters, arein aposition to offer better revenue share
to LCOs. They, therefore, can incentivize LCOs to move
away from smaller MSOs and align with them. Such MSOs
use their market power to provide unfavourable terms or
make it difficult for the broadcasters to gain access to the
distribution network for reaching the customers. There are
instances where a dominant M SO has made it difficult for
some broadcastersto have accessto itsdistribution network
for carrying content to consumers. Blocking content
selectively can also become an obstacle to promoting
plurality of viewpoints.

One such case of denial of market access was also
brought to the notice of Competition Commission of India
(CCl) in 2011, when a broadcaster Kansans News Private
Limited alleged that agroup of M SOs, operating in the State
of Punjab, in which M/s Fastway Transmission Pvt. Ltd.
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holds majority shares, had acquired substantial market share
inthecable TV distribution and denied market accesstoits
channel. The CCI investigated the case and imposed
penalties of Rs. 8.04 Crore on the MSOs for violating the
provisions of sections4(2)(c) of the Competition Act 2002,
which states that there shall be an abuse of dominant
positionif an enterprise or agroup indulgesin apractice or
practicesresulting in denial of market accessin any manner.

CCI, during investigation, also
gathered information regarding the market
share of the group and noted that the
number of subscribers of the group ismore
than 85% of the total subscribers in the
relevant market of Punjab and Chandigarh.
It was also noted that no competitor of this
group in the State of Punjab has more than
10,000 subscriberswhereas the subscriber base of the group
isabout 40 lakh. CCI observed that the group held adominant
position in the relevant market of Punjab and Chandigarh.

In another development, the Government of Tamil
Nadu hasincorporated Tamil NaduArasu Cable TV (TACTV)
Corporation Ltd. on 02.09.2011 for distribution of cable TV in
Tamil Nadu. It hastaken over 27 Headends from the private
MSOs. TACTV Corporation isproviding cable TV services
with most pay channels at acost of Rs.70/- per month to the
public through local cable operators. Prior to this, another
MSO, M/sKAL (Sumangali) Cable, whichisasubsidiary of
the SUN group, had dominance in the cable TV servicesin
Tamil Nadu. However, KAL Cable continuesto be dominant
in Chennai city, where TACTV has not been registered asan
MSO under DAS. Interestingly, channels of the SUN group,
an integrated player providing both broadcasting and
distribution services, were not available on the TACTV
network for quite sometime. Inthiscontext, it meritsmention
that, in its recommendations on “Issues related to entry of
certain entitiesinto Broadcasting and Distribution activities’
dated 28th December 2012, TRAM, inter alia, had recommended
that the Central Government, State Governments and their
entities should not be permitted to enter into the business of
broadcasting and distribution of TV channels.

At present Tamil Nadu has approximately 14% of the
total cable TV homes in the country3. This translates to
approximately 1.3 Crore cable TV homes in Tamil Nadu
considering about 9.4 Crore cable TV homesin the country.
According to the Information Technology Department of
Tamil Nadu, the subscriber base of TACTV Corporation
Limited wasaround 0.5 Crore on 30.04.2012 and isexpected
toincreaseto 1 Crore. B
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The second part of this article will continue in the next issue.
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