BROADCASTERS RESPONSE

BROADCASTERS
SPEAK ON
REGULATORY
FRAMEWORK

The Regulatory Framework for Broadcast
&Cable Services mooted by TRAI has received
feedback from various stakeholders from the

industry. Scatmag presents the views Indian
Broadcasting and Digital Foundation (IBDF).
The Telecom Regulatory Authority of India (Trai)
has once again extended the deadline for the
implementation of the new broadcast sector
tariff regulations —commonly known as NTO 2.0
— by almost six months, to November 30th.

The Indian Broadcasting and Digital Foundation
(IBDF) has urged the Telecom Regulatory Authority of India
(TRAI) to deregulate broadcast tariff and remove restrictions
on channel bundling.

Responding to the TRAI's consultation paper titled'
Issues related to New Regulatory Framework for
Broadcasting & Cable Services', the IBDF said that the time
is ripe for the regulator to implement a forbearance model
vis-a-vis pricing of channels and packaging of such channels

Q4. Please provide your comments on following points
with justifications and details:

A. Should channel prices in bouquet be
homogeneous? If yes, what should be an
appropriate criteria for ensuring homogeneity
in pricing the channels to be part of same
bouquet?

IBDF response:

i No. Channel prices in a bouquet cannot be
homogenous, as that would forcefully try to equalise
the price of each channel. It is relevant to have
heterogeneity for a package, also to allow the
probability of any of those channels to be considered
for subscription outside the bouquet. Homogeneity
is antithetical to the very concept of bundling and
any requirement for homogeneity in a bouquet either
with price or genre of the channel will defeat the very
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objective of bundling. The TRALI itself has found a
lack of homogeneity by concluding that it is impossible
to find a uniform cost structure for this industry. From
an economic standpoint, any pricing exercise first
needs to discover a broad cost structure that can be
used as a base to derive a uniform pricing structure.
The fact that the TRAI concludes this to be impossible
militates against any homogeneity. It is therefore
submitted that for the TRAI to then find homogeneity
on pricing will be contrary to its conclusion in the
consultation paper itself.

Moreover, TRAI’s assumption that a consumer’s
choice between a-la-carte channel and bouquets is
merely determined on the basis of price is an
oversimplification of consumer preferences.
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continued to opt for packs created by the MSOs and
LCOs with minimal customization. Nearly 80% of
subscribers are still choosing to procure bouquets,
despite the fact that the sum of all a-la-carte prices of
channels has significantly decreased for subscribers
after implementation of NTO 1. This shows that the
preference of Indian consumer is bouquets,
irrespective of the low price of a-la-carte channels. In
this regard, TRAI needs to take cognizance of various
factors such as, impact of huge number of channels
available to consumers to choose from as well as
viewing habits / patterns and habit of sampling
content from various channels by consumers, which
makes bouquets natural choice for consumers as
against subscription of channels on an a-la-carte
basis.

Indian TV consumers prefer bundled channel offerings
since they find significantly more value for money in
the same. For instance, a monthly bill of INR 190 for
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80 channels in 2004, when adjusted for inflation would
have been as high as INR 402 in 2018, but bundling
has reduced the monthly bill by INR 180 (INR 402 less
INR 222) and increased the number of channels per
household to 315.

In fact, across the world, bouquets have been firmly
established as the preferred route by consumers. A
Canadian study conducted in 2014 concluded that
“unbundling” could have adverse effects for the
broadcasting sector and could result in 26% of the
channels operative then becoming unviable. As per
CASBAA, in a study of broadcast regulations in 10
countries, apart from India, no country mandated a-
la-carte selling, and bouquets were the preferred
choice of consumers. Compared to countries like the
USA, Canada and countries in South Asia, India is
much more culturally and linguistically diverse and a
bouquet would be the most cost-effective solution
for a consumer to receive a variety of channels.

Consumer preference for bouquets is also evident from
the negligible uptake of a-la-carte channels when the
prices thereof was lowered by several broadcasters
for a brief period following the notification of NTO 1.

Pay TV average revenue per user (ARPU) in India is
one of the lowest in the world. Low ARPU of USD 4
per month makes Pay TV one of the most affordable
and preferable medium of entertainment in India.

ARPU reflects the bill paid by a Pay TV customer to a
DPO. The fact that consumers at large prefer bouquets
demonstrates that they prefer lower monthly outgo
than the so-called convenience of a-la-carte choice.
Such a choice should be left to be decided by market
forces instead of the regulator mandating it.

There is no empirical basis to suggest that the choice
between a-la-carte channel and bouquets has any
basis in the price of the channel as opposed to the
composition of the bouquet and variety/diversity of
channel/content therein, the need for homogeneity in
channel offerings does not arise.

B. Ifno, what measures should be taken to ensure
an effective a la carte choice which can be made
available to consumers without being
susceptible to perverse pricing of bouquets?

IBDF response:

As has been elucidated in our response to Issue 4

(a) above, consumer preference is for bouquet/bundling,
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with or without any price ceilings. Accordingly, there is
no need for any measures to push a-la-carte choice, which
is more costly and less desirable by consumers. By
allowing pricing and offering to be unfettered, it would
enable the broadcasters and the distributors to offer the
most viable market price for the bouquet and the a-la-
carte channels in view of the competition in the market.

C. Should the maximum retail price of an a-la-carte
pay channel forming bouquet be capped with
reference to average prices of all pay channels
forming the same bouquet? If so, what should
be the relationship between capped maximum
price of an a-la-carte channel forming the
bouquet and average price of all the pay
channels in that bouquet? Or else, suggest any
other methodology by which relationship
between the two can be established and
consumer choice is not distorted.

IBDF response:

i With respect to the need for regulation of MRP of -
la-carte pay channel within the bouquet in relation to
the average of the prices of pay channels forming part
of that bouquet, it is pertinent to note that the same is
unnecessary inter-alia since, it makes the stipulation
on ceiling price of a channel for inclusion in a bouquet
illusory. The same also has the potential to push
greater number of channels out from bouquets and
consequently, leaving them available for subscription
solely on 4-la-carte basis.

ii. It is pertinent to highlight that, in the erstwhile
regulatory regime while the “twin conditions” did exist,
but only at the wholesale level when agreements used
to happen between stakeholders inter-alia on a fixed
fee basis. Importantly, the “twin conditions” were in
varied forms, and were never concurred to by
broadcasters and in some cases by other stakeholders
as well. The earlier twin conditions were arbitrary,
whimsical and without any basis, and as such, cannot
be used as a precedent. In fact, prior to NTO 2.0, twin
conditions have never existed at the retail level and
certainly not in the DAS regime. Further, these were
consciously rejected by TRAI while formulating NTO
1 in the first instance itself.

iii. Imposition of any formula/measure such as, the twin
condition on the pricing of bouquets or the channels
within such bouquets would ignore the complex
economics involved in pricing of a-la-carte channels
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as opposed to pricing of bouquets. Pricing of a TV
channel depends on multiple factors including direct
costs incurred towards the production and distribution
of a TV channel, the expected revenues, future plans
including continuity / contingency plans, etc. Prices
of bouquets are uniquely determined inter-alia taking
into account the supply and demand factors of two
markets viz., Advertisement market and TV
broadcasting market for content.

iv. Offering of bouquets facilitates subscribers who may
not be able to afford a-la-carte offerings yet are
desirous of plurality and diversity of views and may
be keen to explore / sample different content, thereby
enabling them to enjoy a wide array of quality
programming through bouquets. The importance of
viewpoint plurality has also been highlighted by
TRAI. Thus, any attempt at linking the price of
bouquet of channels with its a-la-carte prices or cap
the discount on the sum of 4-la-carte is bound to
adversely impact consumers who prefer bouquets.

v. Moreover, any mathematical formula for price fixation
will be ultimately unworkable and is also likely to lead
to increased market uncertainty, which is ultimately
harmful to the consumer.

vi. Accordingly, pricing of channels and bouquets as well
as bouquet composition ought to be left to be decided
by broadcasters on the basis of market dynamics,
competition, consumer uptake, etc. It is also reiterated
that the TRAI’s own finding in para 24 of the CP
militates against any such imposition.

QS.Should any other condition be prescribed for
ensuring that a bouquet contains channels with
homogeneous prices? Please provide your comments
with justifications.

IBDF response:

No. There is no need for homogeneity in channel
offerings. As has been highlighted in response to Issue 4,
consumer choice is in favour of bouquets which provide
more value at affordable prices. It has also been highlighted
that homogeneity in pricing will defeat the objective of
bouquet formation, and that globally, there is no precedent
for mandating homogeneity of channel prices in a bouquet.
Imposition of any formula/measure will also be unworkable
and would likely result in market distortions. Accordingly,
no condition ought to be imposed to ensure that a bouquet
contains channels with homogeneous prices.
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